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Inanincreasinglydisruptiveglobalenvironment,markedbythepotentialdevelopmentofthePost-New
WorldEconomicOrder,moreinnovative,effective,andefficientlogisticssolutionsaredemanded.It
isnecessarytoofferradicalimprovementsinlogisticsservicesthroughnewmodels.Itisconsidered
necessarytodefinethenewconceptofdisruptivelogisticsbasedonthreefundamentalpillars:globalization,
digitization, and sustainability. This chapter aims to address the new concept, more effective and
efficient,inahighlyturbulentenvironmentthathasbecomedisruptive,withunpredictable,substantial,
andimpactfulchanges.Themostsignificantgeoeconomicsaspectsthatwouldconditionahypothetical
Post-NewWorldEconomicOrderareanalyzed,themainfactorsoftheglobalsustainablelogisticsare
studied,andthedevelopmentoftheconceptsofLogistics4.0andSupplyChainManagement4.0is
reviewed.Finally,asaresult,themainaspectsoftheproposednewconceptareanalyzed.

Chapter 7
ATreatiseonIsoattributeCurveAnalysis,ConsumerInductionFactor,andCountryBrandValue:
AModernProposal............................................................................................................................. 125

Debasish Roy, Sikkim University, India

Thisresearchhasendeavoredtofocusonthreemajorissuesthatareyettobeexploredaspertheexisting
literatureonmarketing.ThefirstissuefocusesontheIsoattributecurveanalysis,rootedinthetheoryof
conjointutilityanalysis.Inotherwords,thefirstsegmentconcentratesonthederivationoftheIsoattribute
curvemodelwhichhelpstoattaintheconsumerequilibriumconditioninatwo-commodityworld(brand
ornon-brandproducts).Thesecondsegmentofthechapterhastransitionedfromthemicroeconomic
modeltothemacroeconomicperspectivebasedona‘single-country’approach,i.e.,USA,basedona
derivationofconsumerinductionfactor(CIF).Finally,thethirdandfinalsegmentofthechapterextends
itshorizonatalargerscalebyconductingacross-countrytime-seriesstudyof10years(2009–2018)
whichredefinesbrandinginanabsolutelynewdimensionwherethe‘brandvalues’ofsevensample
countriesareestimatedbyinculcatingthesocio-economic,political,andworkingenvironmentfactors
asthemajordimensions.
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andmanufacturingofdomesticbrands.Amultiple-casestudymethodologyisusedwithprimarydata
collectionthroughin-depthinterviews,supportedbysecondarydataonthesubjectfirms.Thefindings
revealanawarenessoftheopportunitiesaffordedbythetrendtowardsthedevelopmentofdomestic
brandsaswellasthevision,strategy,tactics,andforecastingrelatedtoatransitiontobrandcreation.
Thischaptercouldbeofinteresttothosewithaninterestinmanufacturingtransition,branddevelopment,
andprovidingdirectiontoOEMSMEsinChinathatseektodevelopastrategicroadmapduringthe
imminentindustrialevolutionandtransformation.
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Theaimofthischapteristoshowhowomnichanneltoolsmustbeappliedthroughtheprocessofcreating
experiencesfortheconsumers.Duringtheliteraturereview,someauthorsmakeapproachestothekey
conceptsconnectingomnichannelsandconsumerexperiences;therefore,theyexplainthroughtheanalysis
ofdatatherealityoftheEcuadorianenvironmentandglobaltrends.Withthiscontext,thischapterwill
presenthow,byusingmacroenvironmentandaccessibility,auniqueexperiencemaybecreatedinthe
customerjourneyinomnichannel.

Chapter 10
DeterminantsofRFIDAdoptionIntentionintheHealthcareIndustryforPatientMonitoring:A
SpecialReferencetoCOVID-19......................................................................................................... 197

Bijoylaxmi Sarmah, North-Eastern Regional Institute of Science and Technology, Nirjuli, 
India
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Radiofrequencyidentification(RFID)technologyholdstremendouspotentialinimprovingthepatient
managementsysteminhospitalsattainingglobalimportanceinthehealthcareindustryduetothespread
oftheCOVID-19pandemicatpresent.RFIDassistsinwirelessdatastorageandautomaticretrieval,
makingsystemsefficient,improvingpatientsafety,anddecreasingcosts.AlthoughRFIDisanemerging
technologyinthehealthcareindustry,itsadoptionisyettogathermomentum.Thischapterwillprovide
abackgroundforhealthcarepractitionersandresearchersaboutRFIDtechnologiesinthehealthcare
sector.Moreover,anintegratedconceptualframeworkwillbeproposedconsistingoffactorsthatinfluence
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RFIDtechnologyadoptionintentioninthehealthcareindustry.Thisstudywillbethefirstofitskind
toidentifyandclassifyvariousfactorsofRFIDadoptionintentionandprovideacomprehensivemodel
usinganexploratorymethodlayingthefoundationforacademiciansandindustrypractitionersforthe
futurescopeofitsresearch.
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Mingyi Chen, University of Edinburgh, UK
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ThisstudyaimstoexploreawarenessandinterestinsocialenterprisesinChinaandindoingsoprovide
abenchmarkforcomparisonwithfutureresearchonthetopic.Thereisashortageofevidenceinthe
previousliteraturewithwhichtocomparethepresentsituation,buttheregulatoryemphasisandresources
presentlydedicatedbytheChinesegovernmenttosocialenterprisesmakesresearchinthisarearelevant
andmakesitlikelythatthedevelopmentofsocialenterpriseswouldhaveanupwardtrendinawarenessand
interest.Primarydatawascollectedfromover600onlinesurveyswhichmeasuredawareness,purchase
intention,andpurchasemotivationbeforeandduringthefirstyearoftheCOVID-19pandemic.The
findingsofthischaptermaycontributetofutureresearchonthetrendsofsocialenterpriseawareness
andinterestinChinaandmayalsobeofinteresttothosewithaninterestinsocialentrepreneurship.

Chapter 12
TheSocialandSolidarityEconomics,PublicPolicies,andNon-MonetaryEconomicPractices:
TheCaseofAssociativeFirmsinLoja,Ecuador............................................................................... 242

Arturo Luque González, Universidad Tecnica de Manabí, Ecuador & Universidad del 
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Theprevailingeconomicandsocialmodelcontainsgreatinequalities.Againstthisbackdrop,theRepublic
ofEcuador,initsconstitutionof2008,includedrecognizingancestralpracticesataneconomicandsocial
levelandgrantingspecialprotectionto“motherearth”orPachamamabasedonthecommonelementof
solidaritybetweenecosystemsandhumanbeings.Despitethis,continuousgrowthprocesseshaveblunted
someofthetoolsandinstitutionscreatedinEcuadortoredresspovertyandrebalanceexistingeconomic
andregulatoryabuses.Toanalyzethissituation,aseriesofgroupinterviewswerecarriedoutintwo
communitiesofLoja(Ecuador)toanalyzethescopeandcontinuityofcurrentancestralpracticesandthe
effectivenessofprocessesestablishedinthesocialeconomy.Theanalysisshowsthelackofcontinuity
ofthesepracticesandtheirassociatedbenefitsforpeopleandcommunitieswithlimitedresources.
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GlobalizationandeconomyfeaturesinthisnewworldeconomicorderduetoSARS-CoV-2pandemic
crisisinvolvetakingintoaccountnewideasandproposalstokeepthemarketshareandtofightagainst
competition.Itisveryimportanttoconsiderandevaluatethebusinessmodelofacompanytodriveall
theobjectivesandthestrategytowardstheaimedpositioninthemarkettoassurethemarketshareinthe
future.Evaluationandanalysisofabusinessmodel,togetherwithnewproposalsregardingitmayhelp
acompanytoachievealltheobjectivesandtoincreaseitscompetitivenessinthemarket.

Section 2
Education

Chapter 14
TrendsforBusinessEducationPostCOVID-19................................................................................. 287

Neeta Baporikar, Namibia University of Science and Technology, Namibia & University of 
Pune, India

COVID-19hasbroughtabouttremendouschangesinalloccupations.Educationingeneralandbusiness
education,inparticular,isnoexception.Inthenormalcourse,businesseducationentailedstudentsbeing
onthecampusasthecoursesarefull-timeresidentialwithphysicalattendancetoenableinteractionand
discussion.WithCOVID-19lockdownandrestrictions,theusualwayofdoingbusinessisdisrupted.
Hence,byadoptingsystematicliteraturewithgroundedapproach,theaimofthischapteristounderstand
thedisruptions,faculty,andstudentdifficultiesandsketchoutthefuturetrendsinbusinesseducation
postCOVID-19.

Chapter 15
DevelopmentsandGlobalTrendsintheEducationandBusinessSectorsinthePost-COVID-19
Period:TheMexicanCase.................................................................................................................. 304

Enriqueta Márquez, Universidad Anáhuac, Mexico

Inthischapter,theauthorfocusesontherealityoflivingthroughapandemicthatmadepeopleworldwide
prioritizetheirmattersofimportance.Sincethebeginningofthepandemic,theeducationalsectorwas
oneofthemostprivilegedonesthankstothepreviousimplementationofpropertechnologiesandinternet
tools.Theauthorwillanalyzethechallengesfacedbyteachers,students,andparents,whohadtoadapt
workplacesandfocustheireffortstocontinuouslyinnovateandcapturetheattentionofstudents.On
thebusinessarena,thepandemicwasadigitalaccelerator.Manybusinesseshadtoimprovetheirdigital
platformsanddifferent typesofconsumersemerged.Theauthorwillhighlight theglobalconsumer
trendsthatemergedduringthepandemicwhichwillremainthroughoutthepost-COVID-19periodand
thechallengestocapitalizeonallthenewtrendsthatemergedtotransformpersonsintobetterhuman
beingsandtocontributebuildingabetterworld.
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Preface



TheglobalpandemiccausedbyCOVID-19ischangingtheworld,bothfromadoublegeopoliticaland
socialperspective,withtheimpositionofthe‘newnormal’definedbyimposinglockdowns,alongside
thepracticesofwearingmasks,socialdistancing,andhygiene-basedprocedures.Thesharpdifferencein
vaccinationtermsbetweentherichestandpoorestcountriesontheplanetincreasesthenorth-southgap,
lengtheningthepandemic’sduration.Asaconsequence,withmultiplewavesofCOVID-19engulfing
countries,pandemiceffectsareheretostay.

However, the effects of the COVID-19 pandemic are very intense and have a crucial structural
changecomponentastheimpactoccursglobally.Notonlydoesitaffectthehealthofindividuals,but
itsgeopolitical,economic,social,andevenfamilyeffectsarefar-reachingtogiverisetoaNewWorld
EconomicOrder.Dividedintotwosections,thefirstdevotedtopolitics,business,andeconomics,and
thesecondtoeducation,bothfocusedonstudyingthenewworldeconomicorder’straitsfordifferent
sectorsandcountries.

Nearlyfortyauthorsfromfourcontinents(Africa,America,Asia,andEurope)andtencountries
participateinthisbooktocopewiththisgoal.Academiciansandpractitionerswhoaredevelopingtheir
ideas,theories,andprofessionalskillsindifferentuniversitiesandresearchcentersofinternationalpres-
tige.Thischaracteristicmakesthebookstandoutforhavingaglobalvision,bothfromaNorth-South
perspective,andaboveall,andwhatismoredifficulttofindinotherbooks,withaSouth-Southvision.

Thisbookexplorestheneedtoadvanceintohowtheworldistransformingandhowsomeemerging
businessandeducationalmodelscombinedwithsocialandgeopoliticaleffectstransformthebusiness
worldintoaNewWorldEconomicOrderthatwillemergeduringthepost-COVID-19era.Giventhis
vision,thebook’stargetaudience,Handbook of Research on Emerging Business Models and the New 
World Economic Order, comprises scholar-practitioners, managers, policymakers, consultants, and
undergraduate/graduatestudents.Still,italsoappealstoanyoneinterestedintheseissues.

ORGANIZATION OF THE BOOK

Thebookisdividedintotwosections.Thefirstsection(Chapters1–13)focusesondifferentaspects
of thenewworld economicorder froma triple-foldperspective, includingpolitical, economic, and
business-relatedissues.

Chapter1,entitled‘CriticalAnalysisoftheEvolvingProcessoftheNeoliberalGlobalCapitalism,’
andwrittenbyDr.JoséG.Vargas-Hernández,fromtheUniversityCenterforEconomicandManagerial
Sciences,UniversityofGuadalajara(Mexico),aimstomakeacriticalanalysisoftheevolvingprocess

xx
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ofneoliberalcapitalismglobalization.Theauthorassumesthattheneoliberalcapitalistsystempromot-
ingthefreemarketischangingduetoglobalizationandthepandemic.Consequently,inthischapter,
theauthorfocusesontheparadigmofdeglobalizationasanalternativetotheglobalcapitalistregime
toproposeprotectionism-relatedlocalandregionaleconomicmeasurestomaintainnations’growthto
keepinmindbothsocialjusticeandsocio-ecologicaldevelopment.

Thistwo-foldperspective,includingpoliticsandeconomics,continuesinChapter2entitled‘HowHave
GovernmentsandtheEntrepreneurialSectorReactedtotheFirstCOVID19Lockdown?’writtenbyDr.
AliciaCoduras,fromInstitutOpinòmetre,SpainandGEMGlobal,UK;Dr.JoséManuelSaiz-Álvarez,
fromCatholicUniversityofSantiagodeGuayaquil,EcuadorandMexicanAcademyofSciences,and
Dr.MuhammadAzamRoomi,fromMohammedbinSalmanCollegeofBusinessandEntrepreneurship,
SaudiArabia.Attheendof2019,thepandemiccausedbyCOVID-19anditsdifferentmutationsis
forcingtheworldtofaceasignificanteconomiccrisisthatwillchangethebusinessworld.,Morevital
public-privatecollaborationmustbeimplementedtoavoidabroaderNorth-Southgaptocopewiththis
socio-economicproblem,especiallyinthelabormarket.Thischapteranalyzeshowthefirstlockdown
causedbyCOVID-19hasinfluencedthischangingprocessandconcludesthatthislockdownhasac-
celeratedboththedigitationprocessandthework-lifebalance.

Thefollowingbookchaptersfocusontherelationshipbetweencompaniesandthehealthandeco-
nomiccrisisgeneratedbyCOVID-19.Inthisrespect,Chapter3entitled‘Experiences,Perceptions,and
ExpectationsoftheBusinessCommunityinMexicoAmidsttheCOVID-19Crisis’,writtenbyDr.Jesús
ManuelPalma-Ruiz,Prof.HerikGermánValles-Baca,Dr.CarmenRomeliaFlores-Morales,andProf.
LuisRaúlSánchez-Acosta,allfromUniversidadAutónomadeChihuahua,Mexico,aimstoprovidea
contextualizedperspectiveabouttheeffectsoftheCOVID-19healthcrisisforMexicanfirms,mainly
duringthesecondtothirdphasesofthecontingency.Forthispurpose,theseauthorsanalyzedatafrom
theINEGIECOVID-IE2020survey,whichusesasamplingframeof1,873,564Mexicancompanies
comparedbysize,andconclude thatpublicandprivateorganizationsmustbealigned toregain the
confidenceofthebusinesscommunitytosupporttheircontinuity.

Thispublic-privatealignmentandcooperationarecomplementedinChapter4.entitled‘Impactof
COVID-19onFoodConsumptionandMarketing:ABehavioralModelPerspective’,writtenbyDr.Suja
RavindranNair,EduceMicroResearch,Bengaluru,India,wheretheauthoraffirmsthatconsumershave
re-workedshoppinghabits,modifiedfoodpatterns,anddevelopedhealthyeatingandonlineshopping
becauseCovid19hasdramaticallydisruptedtheirlivesandaffectedbuyingbehaviorofindividuals.Dr.
NairassuresthataftermultiplewavesofCOVID-19engulfingcountries,pandemiceffectsareheretostay,
suggestingfoodmarketersexplorethecontinuityofhealthyfoodconsumptionwithfuturisticbehavioral
intention.Forthispurpose,thischapterusesabehavioralmodelperspective;builtupontheTheoryof
PlannedBehaviortoshowanintegratedframeworkindicatinglinkagesbetweentheantecedents,consum-
ers’behaviors,andbehaviorintentions/consequencesfromasustainablebehavioralmodelperspective.

Also,SMEs’ strategicpolicieshave changedduring thepandemic, as shown inChapter5 titled
‘OrganizationalComponentsthatExplaintheStrategicDirectionofSMEsforaNewWorldEconomic
Order:TheCaseofColombia’,andwrittenbyDr.RafaelIgnacioPérez-Uribe,UniversidadSantoTomas,
Colombia,Dr.CarlosSalcedo-Perez,PolitecnicoGrancolombiano,Colombia,andDr.MariadelPilar
Ramirez,EANUniversity,Colombia.Thischapteraimstoshowsomeconceptsrelatedtotheimpor-
tanceofplanningandstrategicdirectionasfundamentaltoolsforSMEs’sustainabilityinanewworld
economicorder.TheauthorsexplainSMEs’businesspoliciesforachievingeffectiveness,efficiency,

xxi
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profitability,andsustainabledevelopmentusinganMMOM(modernizationmodelformanagingorga-
nizations)modelcombiningorganizationalculture,knowledge,andinnovationmanagement.

LogisticsplayacrucialroleinbusinessasshowninChapter6,entitled‘TheNewConceptofDisrup-
tiveLogistics:GlobalSustainableLogistics4.0inaFuturePost-NewWorldEconomicOrder’,written
byDr.ManuelAntonioFernández-VillacañasMarín,fromTechnicalUniversityofMadrid/Consulting
M&MPlanningandProjectManagement,Spain.Dr.Fernández-Villacañasaffirmsthatinanincreasingly
disruptiveglobalenvironmentmarkedbythepotentialdevelopmentofthepost-NewWorldEconomic
Order,moreinnovative,effective,andefficientlogisticssolutionsaredemanded.Theauthordefines
thenewconceptofDisruptiveLogisticsbasedonthreefundamentalpillars:globalization,digitization,
andsustainability,toaddresslogisticsmoreeffectivelyandefficientlyinahighlyturbulent,disruptive,
andunpredictablebusinessenvironment.

AnothercontributiontothebusinessfieldisshowninChapter7entitled‘ATreatiseonIsoattribute
CurveAnalysis,ConsumerInductionFactor,andCountryBrandValue:AModernProposal,’writtenby
Mr.DebasishRoy,SikkimUniversity,India,wheretheauthorintroducestheIsoattributecurveanalysis,
rootedinthetheoryofConjointutilityanalysis,toattaintheconsumer’sequilibriumconditioninatwo–
commodityworld(brandornon-brandproducts).Also,anewvisionrelatedtotheConsumerInduction
Factor(CIF)isshown.Theauthorredefinesbrandinginanewdimensionwherethe‘brandvalues’of
7samplecountriesareestimated.

Manufacturing is also analyzed in the book. Chapter 8 entitled ‘Chinese OEM Manufacturing
Roadmap:SMEs:ToBrandorNottoBrand,’writtenbyMs.BiqiZhou,ColumbiaUniversitySchool
ofProfessionalStudies,UnitedStates,Prof.RobKimMarjerison,Wenzhou-KeanUniversity,China,
andDr.Fa-HsiangChang,Wenzhou-KeanUniversity,China,studythisissue.Usingamultiple-case
studymethodologywithprimarydatacollectionthroughin-depthinterviews,supportedbysecondary
dataonfirms,theauthorsexplorethestrategicalternativesforthemanySMEsmanufacturingfirmsin
ChinathatplayanOEMroleintheglobalvaluechain.Theauthorsfocusonthesefirms,astheyarethe
emergingmanufacturingindustriesinSoutheastAsiathatneedthetransformationofChina’straditional
manufacturingindustrytocreateandmanufacturedomesticbrands.

Marketinghasacrucialroleforfirmsinthepost-COVID-19era.Inthisregard,Chapter9entitled
‘OmnichannelandExperienceApproachasaPost-Covid-19EconomicReactivationMechanism’,and
writtenbyDr.DannyChristianBarbery-Montoya,UniversidadEspírituSanto,Ecuador,DennisseA.
Coronel-Arellano,UniversitatdeValència,Spain,andArianaSoria-Loor,UniversidadSantaMaría,Ec-
uador,aimstoshowhowomnichanneltoolsmustbeappliedthroughtheprocessofcreatingexperiences
fortheconsumersinEcuador.Withthiscontext,thischapterpresentshowauniqueexperiencemaybe
completedinthecustomerjourneybyfollowinganomnichannelstrategyusingamacroenvironment
andaccessibility.

Thehealthcareindustryiscrucialtofightthepandemic.Inthisregard,Chapter10entitled‘Determi-
nantsofRFIDAdoptionIntentioninHealthcareIndustryforPatientMonitoring:ASpecialReference
toCOVID-19’,andwrittenbyMs.BijoylaxmiSarmah,North-EasternRegionalInstituteofScience&
Technology,Nirjuli,ArunachalPradesh,India,Dr.ShampyKamboj,NationalInstituteofTechnology
Hamirpur,India,andMr.NeerajKumarPhookan,NorthEasternRegionalInstituteofScience&Tech-
nology,India,describeshowRFID(RadioFrequencyIdentification)technologyimprovesthepatient
managementsysteminhospitalsbyassistinginwirelessdatastorageandautomaticretrieval,making
systems efficient, improving patient safety, and decreasing costs. This study is the first to identify
andclassifyvariousfactorsofRFIDadoptionintentionandprovideacomprehensivemodelusingan

xxii

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



Preface

experimentalmethodlayingthefoundationforacademiciansandindustrypractitionersforthefuture
scopeofitsresearch.

ContinuinginAsia,Chapter11entitled‘SocialEnterpriseAwareness,PerceptionandPurchaseInflu-
enceinSouthEastChina:ABenchmarkforFurtherStudy,’writtenbyMr.MingyiChen,Management,
UniversityofEdinburgh,UK,Ms.JiaweiFeng,Management,UniversityofWarwick,UK,andProf.Rob
KimMarjerison,Wenzhou-KeanUniversity,China,explorestheinterestoftheChinesegovernmentto
developsocialenterprisesinthecountry.Toanalyzethepossibilityofcreatingsocialentrepreneurship,
theauthorsuseprimarydatafromover600onlinesurveystomeasureAwareness,PurchaseIntention,
andPurchaseMotivationbeforeandduringthefirstyearoftheCOVID-19pandemic.

TheseideasarecomplementedinChapter12,entitled‘TheSocialandSolidarityEconomics,Public
Policies,andNon-MonetaryEconomicPractices:TheCaseofAssociativeFirms inLoja,Ecuador’,
andwrittenbyDr.ArturoLuqueGonzález,UniversidadTecnicadeManabí,Ecuador,&Universidad
delRosario,Colombia,Prof.AitorBengoetxeaAlkorta,UniversidaddelPaísVasco/EuskalHerriko
UnibertsitateaUPV/EHU,Spain,andProf.JaimeLeonidasOrdóñezSalcedo,InstitutoHegoa-Gezki,
UniversidaddelPaísVasco/EuskalHerrikoUnibertsitateaUPV/EHU,Spain.FromaSpanish-Ecuadorian
perspective,theseauthorsdescribehowtheRepublicofEcuador,initsconstitutionof2008,recognizes
ancestral practices at an economic and social level togrant special protection to “mother earth”or
Pachamamabasedonthecommonelementofsolidaritybetweenecosystemsandhumanbeings.The
authorsobtaindatabyconductinggroupinterviewsinLoja(Ecuador)communitiestoanalyzethescope
andcontinuityofcurrentancestralpracticesandtheeffectivenessofprocessesestablishedinthesocial
economy.Theyshowthelackofcontinuityofthesepracticesandtheirassociatedbenefitsforpeople
andcommunitieswithlimitedresources.

Fromanentrepreneurialvision,businessevaluationandcostsavingsarecrucialtosurvivinginhostile
businessenvironmentsborninthepost-COVID-19era.Inthisrespect,Chapter13,entitled‘Business
ModelCreationforCostSavingintheNewWorldEconomicOrder,’andwrittenbyDr.BeatrizOlalla-
Caballero,PontificalUniversityofSalamanca,Spain,andMontserratMata,DeustoUniversity,Spain,
dealswiththeseissuestoassurethemarketshareinthefutureandfightagainstcompetition.

Thesecondsectionofthisbook(Chapters14-18)dealswitheducation-relatedissuesandCovid19.
Inthisregard,Chapter14,entitled‘TrendsforBusinessEducationPost-COVID-19’,writtenbyProf.
NeetaBaporikar,NamibiaUniversityofScienceandTechnology,NamibiaandUniversityofPune,In-
dia,affirmsthatCovid19hasbroughtabouttremendouschangesinbusinesseducationinparticular.In
theordinarycourse,businesseducationentailedstudentsbeingonthecampus,andphysicalattendance
enablesinteractionanddiscussion.WithCOVID-19lockdownandrestrictions,theusualwayofdoing
businessisdisrupted.Hence,byadoptingsystematicliteratureandagroundedapproach,thischapter
aimstounderstandthedisruptions,faculty,andstudentdifficultiesandsketchoutthefuturetrendsin
businesseducationpost-COVID-19.

ThiseducationalvisioncontinuesinChapter15,entitled‘DevelopmentsandGlobalTrendsinthe
EducationandBusinessSectorsinthePost-COVID-19Period:TheMexicanCase’,writtenbyDr.En-
riquetaMárquez,fromUniversidadAnáhuac,Mexico.Theauthoraffirmsthatthepandemichasmade
peopleworldwideprioritizetheirmattersofimportanceandanalyzesthechallengesteachers,students,
andparentsfaced,whohadtoadapttoworkplacesandfocustheireffortstoinnovateandcapturestu-
dents’attentioncontinuously.Regardingfirms,thepandemicwasadigitalaccelerator,asdifferenttypes
ofconsumersemergedthatwillremainthroughoutthePost-COVID-19period.
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ThelastthreechaptersofthisbookarerelatedtoChina.Inthisregard,Chapter16,entitled‘Initial
ExplorationofCross-GenerationalAttitudesTowardsPiracyofChineseOnlineLiterature,’writtenbyProf.
RobKimMarjerison,Wenzhou-KeanUniversity,China,andMs.SijiaJiang,Wenzhou-KeanUniversity,
China,seekstoprovideinitialevidenceandprovideabaselineforfurtherexplorationofChinesecross-
generationalaudiences’attitudedifferencestowardsonlineliteratureanddigitalpiracy.Globalization
hascomplicatedthecultural,generational,andnationalperspectivesonintellectualpropertyprotection
affectingglobalcommerceandinternationalrelations.Theseauthorsindicateatrendtowardsincreased
awarenessandacceptanceofIPvalueandprotectionandprovideinsightintocross-generationalaudi-
encesintheimportantmarketofChina.

Educationtechnology(EdTech)playsanemergingroleinhighereducationinstitutions(HEIs).In
thisrespect,Chapter17,entitled‘HowCOVID-19HasStimulatedInnovationinChineseEducationSec-
tor’,writtenbyMr.PoshanYu,SoochowUniversity,China;Dr.SamuelKwok,InternationalBusiness
SchoolSuzhou,Xi’anJiaotong-LiverpoolUniversity,China,andMissZhongyueJiang,Independent
Researcher,China,investigateshowCOVID-19hasimpactedinChina’seducationsector.Theauthors
capturethedynamicsandoperationalefficiencyoftheinterlinkedchangingrelationshipsbetweenthe
availabilityanduseofEdTechandonlinelearningdemandamongvariousstakeholdersintheChinese
educationalmarket.Besides,theystudyhowthesechangesdrivestakeholderstowardsdigitaleducation
andremotelearningbyusingEdTechstrategies.

Finally,Chapter18,entitled‘Decision-MakingStylesoftheNextGenerationofChineseBusiness
Leaders’,andwrittenbyProf.RobKimMarjerison,Wenzhou-KeanUniversity,China,andMs.Jing
Pan,UniversityofWarwick,UK,seekstoexploretherelationshipsbetweendecision-makingstyles,
academicperformance,andgenderofeducatedChinesemillennials,asfutureleadersinpublicandcom-
mercialorganizationsendowedwithglobalimpact.Theauthorsgatherdatathroughonlineself-report
questionnairesandtheGeneralDecisionMakingStyletesttoassessrespondents’decision-makingmodels
culminatingincorrelationanalysisandt-test.Basedonthefindings,theauthorsfindadifferencein
thedecision-makingstylesandacademicperformancebasedongender.Astheauthorsalsostate,these
findingsmaybeofinteresttoavarietyofthoseinterestedindecision-makingstyles,Chinesemillen-
nials,andfutureleadersofChina.

Inshort,thisbookincludesawidevarietyofapproaches,problems,anddiscussionsinsomeaspects
relatedtobusinessandeconomicsinthepost-COVID-19erafromdoubleNorth-SouthandSouth-South
perspectives.Weexpectthereaderstofindappealingideastoimplementintotheirorganizationsorto
continueadvancinginsearching,conceiving,andstartingnewbusiness-relatedandsociopoliticalstrate-
giestoenhancerichnessandeconomicwealthinsociety.

José Manuel Saiz-Álvarez
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 
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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 
(García 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.
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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 (Comín, 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 (Fernández, 
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 (Barberá 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.
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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.

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



13

Critical Analysis of the Evolving Process of Neoliberal Global Capitalism
 

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 (Walińska, & 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 (Čaić, Mahr, 
& Oderkerken-Schröder, 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 COVID19 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 (MSMEs) 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, it is 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 (Santabárbara 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

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 

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.
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Continued on the following page

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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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.

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 

Table 2. Continued 

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

Items Communalities
Linear Correlation 
Coefficients with 

Principal component 1

% of variance 
explained

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

0.617 0.786 60.88%

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

0.540 0.735 Cronbach Alpha

CV3

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

0.706 0.840 0.868

CV4
A substantial number of new and growing firms 
are identifying plenty of new opportunities 
because of the COVID19 pandemic

0.672 0.820 N = 1450 valid cases

CV5
Cooperation between and within new and 
growing firms and/or established firms has 
increased as a result of the COVID19 pandemic

0.547 0.739

CV6

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

0.570 0.755

Source: The authors

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
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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.

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 

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

Items Communalities
Linear Correlation 
Coefficients with 

Principal component 1

% of variance 
explained

CV7

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

0.855 0.924 79.65%

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

0.880 0.938 Cronbach Alpha

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

0.813 0.902 0.914

CV10

As a result of the COVID19 pandemic, the 
government has substantially increased the 
digital or online delivery of regulations for 
new and growing firms.

0.638 0.799 N = 1748 valid cases

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

Figure 4. Linear regression between the entrepreneurial sector response and the government response 
to the first lockdown derived from the COVID19 pandemic for the group of countries where both sectors 
reacted proactively at the same time
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.

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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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 COOP GLOBAL

Average 7.07 7.39 7.19 6.43 5.64 5.73

Angola 6.56 6.59 6.57 6.35 5.21 5.18

Austria 6.70 7.65 6.86 6.27 5.91 5.40

Brazil 7.62 7.93 7.96 6.89 6.71 6.84

Burkina Faso 5.64 4.87 5.31 5.13 3.67 3.84

Chile 7.89 8.14 8.08 6.76 5.75 6.60

Colombia 7.02 7.40 7.26 6.60 6.33 5.98

Croatia 7.03 7.24 6.84 5.47 5.03 4.81

Cyprus 7.46 7.86 6.76 6.28 5.74 5.75

Egypt 7.26 7.00 7.23 6.51 5.95 5.70

Germany 6.86 8.15 7.01 5.97 5.24 4.86

Greece 6.78 7.83 6.94 6.17 5.39 5.42

Guatemala 8.19 8.14 8.03 7.34 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 5.97 5.84 5.51 5.08 4.46

Israel 6.76 8.31 7.68 6.76 5.96 6.63

Italy 6.68 7.47 6.66 6.46 5.14 5.97

Kazakhstan 5.89 6.37 6.69 4.81 4.67 3.97

Kuwait 7.43 7.19 7.35 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 5.77 4.33 4.32

Netherlands 7.14 8.22 7.23 6.15 5.26 5.94

Oman 6.21 6.79 7.03 6.06 5.63 5.55

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 7.97 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 4.48 4.12

Saudi Arabia 8.16 8.02 8.24 7.45 7.24 6.83

Slovak R. 6.39 7.06 6.14 5.29 4.72 4.73

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 7.55 7.72 6.78 5.92 5.86

Switzerland 7.03 7.69 7.03 6.50 6.39 5.92

Continued on following page 
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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.

Table 5. Continued 

WAYS HOME P&S OPP COOP 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
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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

The government has 
adopted effective 
measures for new 

and growing firms to 
adjust to the economic 
reality caused by the 
COVID19 pandemic

The government has 
adopted effective 
measures to avoid 

massive loss of new 
and growing firms 

due to the COVID19 
pandemic

The government 
has acted to protect 

workers and customers 
of new and growing 

firms from COVID19 
during the pandemic

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

the digital or online 
delivery of regulations for 
new and growing firms.

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 4.45

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 4.73

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 4.41 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

Continued on following page 
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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 

Table 6. Continued 

The government has 
adopted effective 
measures for new 

and growing firms to 
adjust to the economic 
reality caused by the 
COVID19 pandemic

The government has 
adopted effective 
measures to avoid 

massive loss of new 
and growing firms 

due to the COVID19 
pandemic

The government 
has acted to protect 

workers and customers 
of new and growing 

firms from COVID19 
during the pandemic

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

the digital or online 
delivery of regulations for 
new and growing firms.

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.
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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 a result, 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 (García-Muñoz 
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; Marín-Idárraga 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-Álvarez, 
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 Juárez 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 27th, 2020. As a result, the government decided to carry out preventive measures 
against COVID-19 as of March 16th, 2020, known as the first phase of contingency. The second phase 
included containment measures starting on March 23rd and beginning on March 30th. The government 
declared the suspension of non-essential activities in various economic sectors, prolonging it until May 
30th, 2020. By April 30th, there were already 19,224 confirmed cases in the country and 1,859 deaths 
(Suárez 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 Juárez 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 

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



42

Experiences, Perceptions, and Expectations of the Business Community in Mexico Amidst the COVID-19 Crisis
 

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 (Hitt et 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-

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



43

Experiences, Perceptions, and Expectations of the Business Community in Mexico Amidst the COVID-19 Crisis
 

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 7th to June 12th, 2020. Table 1 below describes the distribution 
of the companies in the sample.

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.

Table 1. Description of the sampling frame and sample size

Company size by employed 
personnel Total Sample

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.
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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.

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.

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



46

Experiences, Perceptions, and Expectations of the Business Community in Mexico Amidst the COVID-19 Crisis
 

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.

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 

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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and communications technology (ICT) management, such as work and communication tools, managing 
and sharing information, work documents, and other resources through networks and systems (García-
Muñoz Aparicio et al., 2020), and considering the issues of stress and productivity of working at home 
(Madero Gómez 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-Álvarez 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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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 

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.

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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(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.

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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While micro-enterprises and SMEs received support in cash transfers, large companies received tax 
exemptions or reductions, tax deferrals, and payroll subsidies.

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.

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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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 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.

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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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.

Table 2. Sources of support amid COVID-19

Company 
size Total

Total number of 
companies that 

received some type of 
support

Government (Federal, 
State or Municipal / 

Mayor´s Office)

Chambers 
and business 
organizations

Other
Had not 

received any 
type of support

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.
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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: It is 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 
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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 et 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 et 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 AI-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 & 
Gómez-Cantó, 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 et 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:

RP5: 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.

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 

Figure 1. Using the Theory of Planned Behavior in food consumption
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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 Antecedents (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. González 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, 

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



69

Impact of COVID-19 on Food Consumption and Marketing
 

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 
et al. (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 

Figure 2. Proposed framework: Extending Theory of Planned Behavior to futuristic food behavioral 
intentions
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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 (González 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 
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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 Bogotá-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 (Ramírez-Garzón, 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 (Rodríguez, 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) (López, Ocampo-Guzmán, & 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), Fernández (2001), Perez-Uribe, Ocampo-Guzmán, Salcedo-Perez, Piñeiro-Cortes, and 
Ramírez-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), Rodríguez (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, González-
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, Triviño, & Ramírez, 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-
Guzmán, Ospina-Bermeo, Cifuentes-Valenzuela, & Cubillos-Leal, 2016). The instrument for SMEs’ 
strategic management is 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 a new world economic order.

As mentioned in the abstract, this research is based on applying the MMOM in a group of Colombian 
SMEs. 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, Hernández & Pérez-Uribe, 2018) (Figure 1).

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 

Figure 1. Brief of the Model for Organizational Modernization
Source: Adapted from Ramírez-Garzón, et al. (2020, p. 28).
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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 
SMEs 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.

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 (Gálvez, 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 

Figure 2. Stages or levels in the MMOM
Source: Adapted from Ramírez-Garzón, et al. (2020, p. 28).
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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).

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*Organizational Structure + 0,105254*Knowledge and Innovation Management 

Table 1 Analysis of Hypothesis Testing

ANALYSIS DESCRIPTION

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

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.

Source: The authors using Statgraphics Centurión XVI
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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.

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).

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 Centurión 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 Centurión XVI
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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-Guzmán, 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, 1995; Marín-Idárraga, 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-Martínez, 
Barboza-Carrasco, & Vicuña-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 (López 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 (Ramírez-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 López 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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a.  The organization 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.
5)  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.

6)  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.

7)  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 (López et al., 2013; Botero, 2011; Pérez-Uribe et al., 2009):

1)  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.
2)  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.

3)  Market research: Market researchers applied to the needs of the enterprise are performed.
4)  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.
5)  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.
6)  Price strategy:

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



91

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

a.  There is a cost system that is constantly updated, calculated by an expert.
b.  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 philosophy; 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-Guzmán (2015), actions regarding 
organizational culture that could facilitate the development of strategies are:

1)  To promote leadership:
a.  Management responsibilities (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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b.  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.

c.  The activities to promote leadership skills at all levels are explicit throughout the enterprise.
d.  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.

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

initiative work excellently.
3)  To promote development and recognition:

a.  The application of worker’s development expertly plans works.
b.  Programs prepare workers for their retirement work in an excellent manner.
c.  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.

d.  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.  Methods to analyze and provide a concrete response to alienation, anguish and stress gener-

ated by the climate work excellently.
b.  Actions developed to promote human dignity and respect work skillfully.

Innovation and Knowledge management

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

1)  For innovation players,
a.  The organization acquires external talent and combines it with internal talent.
b.  The firm has the knowledge required to develop sustainable innovation activities.
c.  The enterprise disposes of skilled and experienced workers to develop innovation activities.
d.  The organization makes possible that worker’s ideas become projects and products.

2)  To develop a culture of sustainable innovation,
a.  The firm integrates internal and external processes to innovate operations in economic, social, 

and environmental dimensions.
b.  The organization integrates its workers into open innovation networks.
c.  The company recognizes innovations. Besides, it provides stimulus for it.
d.  The enterprise is recognized as a leader in sustainable innovation in its industry.
e.  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.
b.  The organization has implemented an innovative program based on values, looking for a bal-

ance of economic, social, and environmental aspects.
c.  The corporation allocates funds to be used specifically and exclusively in innovation activities.
d.  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.

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

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

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

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

5)  To manage innovation capabilities,
a.  The firm can create innovation in its products, production processes, ways to reach markets, 

management systems, and business models.
b.  The organization anticipates opportunities and threats in the environment.
c.  The enterprise develops systematic solutions to take advantage of opportunities and threats 

previously anticipated.
d.  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.
b.  The organization needs to establish a technological action plan according to the strategy that 

guarantees its sustainability.
c.  The corporation must foresee technological changes and take anticipated actions to become 

sustainable.
d.  The company must use knowledge to adapt the technology to its social, environmental, and 

economic needs.
7)  Regarding knowledge management,

a.  The company acquires knowledge from collaborators from the industry and the environment.
b.  The firm acquires, in an easy way, the necessary knowledge to solve problems.
c.  The corporation shares knowledge with its stakeholders.
d.  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 Dirección. 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 Centurión XVI: 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 (Arbeláez-Campillo & Villasmil, 2020).
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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 (Fernández-
Villacañas, 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 
(Arbeláez-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; Barría, 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.

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).

In any 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 

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

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). 

Figure 4. Concept and Implications of Global Sustainable Logistics
Source: Fernández-Villacañas (2019)(adapted from Carter & Rogers, 2008)
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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 (Fernández-Villacañas, 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.

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

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

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

• 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.

• 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 (Fernández-Villacañas, 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 (Fernández-Villacañas, 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).

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.

Figure 5. The Traditional Logistics vs. the New Logistics
Source: Fernández-Villacañas (2018)
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Figure 6. Disruptive technologies evolution and social changes
Source: Author

Figure 7. Digital Age evolution: Industry age, Logistics age, and SCM age
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.
• 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.
• SCM 4.0 is 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 (Evtodieva et al., 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 Szymańska 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 (Fernández-Villacañas, 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 (Fernández-Villacañas, 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).

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 result is needed to redesign 

Figure 8. Supply Chain 4.0 delivers innovation from factory to customer
Source: Alicke et al. (2017)(McKinsey & Company)
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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):

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

• 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.

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

• 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.

• Cost reduction, 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; Vázquez-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.

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.

Figure 9. Disruptive Logistics concept
Source: Author
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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.

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



119

The New Concept of Disruptive Logistics
 

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, so it is 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 
a result, 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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(CBV) 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:

• 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 (GII)® (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).

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.

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
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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;

c)  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)  Secured 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 (FSI): 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 (GII)® 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 (ACSI)® 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.

• 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)]

• 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,

JQI = (EQR × JMSRR × QWERR × MPIR × LSIR × DERR)1/6 (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 0 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 (‘0’ 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 xij i ikk jk ij� � ��� � �  (1)

where uij = Utility of i-th consumer for j-th profile,
αi = Intercept of the regression line for consumer i,
βik = 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,
xjk = 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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εij = 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 p1 is βp1 
and at the price level p0 of another partworth is βp0, then if p0<p1; the condition � �p p

0 1

�  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 ( ) / ( )� �p p p p

0 1
1 0

� � . Assuming that the utility level is 
linear in nature, in case of change in partworths from βl1 to βl0 with attribute levels l1 and l0 respectively, 
the WTP for the consumer may be estimated as ( )( ) / ( )� � � �l l p pp p

1 0 0 1
1 0

� � �  - 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 (Fagerstrøm 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:

SD → R → Sr 

where SD: An element in the environment; R: Response; and Sr: Another element (external) in the back-
ground facilitates reinforcement (Foxall, 2016) (Figure 1).

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 

Figure 1. Summative behavioral perspective model (BPM)
Source: Foxall, 2016
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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 Ra a b a a b/ ( ) / ( )� � �  (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:

d C C C
dt

f V Va a b
x a b

[ / ( )]
( )

�
� �  (3)

where Ca and Cb are money spent on actions a and b in time t, and Va and Vb are values of reinforcement 
(action a) and punishment (action b) in time t.

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

V g R P ti i i i� �[( ) / ]  (4)

where Vi = Payoff for the consumer in situation i.
Ri = Reinforcement for the consumer in situation i.
Pi = Reinforcement for the consumer in situation i.
ti = 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., UNICEF, 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 et al. (2008): “In 
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this context, we define attachment as the strength of the cognitive and affective link between a consumer 
and a brand. It 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):

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.

Figure 2. Consumers’ behavioral hierarchy
Source: Park et al., 2008

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

In the case of conceptualizing brand identity, the following aspects should be taken into account 
(Esch, 2007):

a)  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.

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

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

d)  The brand identity tools should reflect brand identity so that all its contents are easily applicable.
e)  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.
f)  It is 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, 

Figure 4. Relationship between brand identity, brand positioning, and brand image
Source: Esch et al., 2005
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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).

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 

Figure 5. A meaning-based model of brand equity
Source: Fournier et al., 2008
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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:

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

• The relationship is effective even after controlling all other major marketing activities;
• 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.
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METHODOLOGY

The Theoretical Framework of Isoattribute Curve Analysis

Let the number of consumers in a finite space be i (i = 1, 2, 3, …, n), and the possible attribute levels 
of available consumer goods be Aj and the partworths associated with the attribute levels be Wj (j = 1, 
2, 3, …, m). Hence the aggregate conjoint utility function (UC

i ) may be expressed as:

U AWC
i

j
j

m

i

n

j�
��
��

11
 (5)

Now let the demand function for j-th commodity be:

q q A Wj j j j= ( , )  with � � � � �q A q Wj j j j/ , / 0  (6)

Thus, the aggregate demand function may be expressed as:

Q q A Wj
i

j
j

m

i

n

j j�
��
��

11

( , )  (7)

Hence, the aggregate budget equation for the consumers would be:
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where mj
i = Expenditure on commodity j by consumer i; and pj = 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:
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The required first-order conditions are:
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From equations (10) and (11), we have:
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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 f W q W q A� �( , )
1 1 2 2

� (fixed) (16)

where A = Attribute level
W1 = Partworth of good 1
q1 = Quantity of good 1
W2 = Partworth of good 2
q2 = Quantity of good 2

Equation of the Isopartworth Line

M W p q W p q� �
1 1 1 2 2 2

 (17)

where M = Income of the consumer
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p1 = Price per unit of good 1
p2 = Price per unit of good 2

At the point of tangency (T) between the isoattribute curve I1 and the isopartwoth line MM1, 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).

Formally,

MRC MRCW A
1 1=  and MRC MRCW A

2 2=  (18)

where MRCW
1  = Marginal Rate of Change in the partworth of Good 1

MRCA
1  = Marginal Rate of Change in the attribute level of Good 1,

MRCW
2  = Marginal Rate of Change in the partworth of Good 2, and

MRCA
2  = 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 (Ɖ) to be positive (Henderson and Quandt, 1980).
In other words,

Figure 6. Consumer’s equilibrium for brand/non-brand consumption
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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 × GIIR × ASCIR)1/3 (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 = (C × RR) / (1 + DR – RR) (22)

where C = Contribution, RR = Retention Rate, and DR = Discount Rate.
Identical to the concept of CLV, CBV 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 33337.9 56.27 75.7

2009 32632.4 53.79 75.9 97.883 95.599 100.264 97.897

2010 32929.1 57.32 75.3 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 77.4 113.750 106.856 102.246 107.514

Base year: 2008 = 100

Table 3. Missing observations for the Gini coefficient (Germany)

Year GC X GC*x X*x

1991 29.2 -14 -408.8 196

1994 29.2 -11 -321.2 121

1995 28.9 -10 -289.0 100

1998 28.3 -7 -198.1 49

2000 28.8 -5 -144.0 25

2001 30.3 -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 93.3 9

2009 30.5 4 122.0 16

2010 30.2 5 151.0 25

2011 30.5 6 183.0 36

2013 31.1 8 248.8 64

2015 31.7 10 317.0 100

2016 31.9 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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Formally, for the first year, the CBV of a nation may be expressed as:

CBV GDPGR SEMPR HDI JQI GC FSIR
1 1 1 1 1 1 1

1 1� � � � � � �( ) / [( ) ( )]  (23)

The CBV for the second year could be estimated as:

CBV GDPGR SEMPR HDI JQI GC FSIR
2 2 2 2 2 2

2

1

2
1 1� � � � � � �( ) / [( ) ( ) ]  (24)

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

CBV GDPGR SEMPR HDI JQI GC FSIRn n n n n n
n

n
n� � � � � � �( ) / [( ) ( ) ]1 1  (25)

where CBV1, CBV2, …, CBVn = CBVs’ for year 1, 2, …, n;

Table 4. Missing observations for the Gini coefficient (UK)

Year GC x GC*x x*x

1969 33.7 -36 -1213.2 1296

1974 30.0 -31 -930.0 961

1979 28.4 -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 34.3 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 34.4 5 172.0 25

2011 33.2 6 199.2 36

2012 32.3 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
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GDPGR GDPGR GDPGRn1 2
, ,...., = GDPGRs’ for year 1, 2, …, n;< 

SEMPR SEMPR SEMPRn1 2
, ,....., = SEMPRs’ for year 1, 2, ….., n; 

HDI HDI HDIn1 2
, ,...., = HDIs’ for year 1, 2, …, n; 

GC GC GCn1 2
, ,...., = GCs’ for year 1, 2, …, n; and 

FSIR FSIR FSIRn1 2
, ,...., = 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 Illustration 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: A W q W q A� � �( )
/

1 1 2 2

1 2 � = 92.1

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

Ẕ = W p q W p q W q W q
1 1 1 2 2 2 1 1 2 2

1 2
92 1 0� � � � �� �[ . ( ) ]( )

/  (26)

(p1 and p2 are priced per unit corresponding to quantities of q1 and q2, respectively)
The necessary first-order conditions are:
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∂ Ẕ / ∂ q1 = W p WW q q
1 1 1 2

1 2

2

1 2

1

1 2
0� ���( )

/ / /  (27)

∂ Ẕ / ∂ q2 = W p WW q q
2 2 1 2

1 2

1

1 2

2

1 2
0� ���( )

/ / /  (28)

∂ Ẕ / ∂ μ = 92 1 0
1 1 2 2

1 2
. ( )

/� � �Wq W q  (29)

From equations (27) and (28), the following result may be derived as:

q q W p W p q W p W p q
2 1 1 1 2 2 2 1 1 2 2 1

/ / ( / )� � � �  (30)

By substituting the value of q2 in equation (29) and simplifying, we have:

W p p q
1 1 2

1 2

1
92 1( / ) .

/ =  (31)

� �q
1

*  Equilibrium demand function for sneaker = 92 1
2 1

1 2

1
. ( / ) /

/p p W
Now let W1 = 0.6, W2 = (1–0.6) = 0.4, p1 = Price of Sneaker = $60 per pair, p2 = 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:

� �q
1

*  = Equilibrium demand for sneaker = 92 1
2 1

1 2

1
. ( / ) /

/p p W pairs, and
q

1

*  Equilibrium demand for T – shirt = ( / ) ( / )W p W p q
1 1 2 2 1

36 6 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 33.5 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 33.5 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 27.4 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 0.904 100.390 27.8 18.4 0.2 0.54330

2009 -8.0746 8.249 9.547 82.204 0.899 100.941 27.5 19.2 0.2 -4.9858

2010 3.18591 8.394 9.227 82.379 0.903 101.555 27.7 19.3 0.2 1.80791

2011 2.54753 7.781 9.276 82.943 0.907 101.736 27.6 19.7 0.2 1.35095

2012 -1.3974 7.689 9.554 82.757 0.908 102.101 27.1 20.0 0.2 -0.6986

2013 -0.902 8.193 9.442 82.385 0.916 102.530 27.2 18.0 0.2 -0.3811

2014 -0.3649 8.663 9.769 81.568 0.918 102.158 26.8 18.7 0.2 -0.4160

2015 0.54356 9.376 9.986 80.638 0.919 102.056 27.1 17.7 0.1 0.18147

2016 2.71052 8.818 9.985 81.197 0.922 102.428 27.1 18.8 0.2 0.88982

2017 3.10038 8.640 9.246 82.114 0.924 104.220 27.4 18.7 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 0.916 101.168 31.1 37.3 0.31083 0.7631

2009 -5.6972 7.742 6.758 85.500 0.916 102.687 30.5 36.2 0.30167 -4.558

2010 4.17897 6.966 6.713 86.321 0.920 103.914 30.2 35.4 0.2950 3.3933

2011 3.92413 5.824 6.893 87.283 0.925 103.941 30.5 33.9 0.2825 3.0717

2012 0.41955 5.379 6.817 87.804 0.927 105.721 31.3 31.7 0.2641 0.2987

2013 0.42824 5.231 6.475 88.294 0.927 114.576 31.1 29.7 0.2475 0.2981

2014 2.22569 4.981 6.320 88.699 0.930 117.386 31.5 30.6 0.2550 1.5542

2015 1.73975 4.624 6.130 89.246 0.933 116.632 31.7 28.1 0.23417 1.0048

2016 2.23000 4.122 5.990 89.888 0.936 116.946 31.9 28.6 0.23833 1.2433

2017 2.46503 3.746 5.839 90.415 0.938 116.183 32.0 28.1 0.23417 1.2399

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 5.714 91.736 0.938 101.038 27.0 16.8 0.140 0.37178

2009 -1.7270 3.103 5.862 91.035 0.938 102.024 26.2 18.3 0.1525 -1.2548

2010 0.70183 3.521 5.554 90.925 0.942 102.919 25.7 18.7 0.1558 0.4810

2011 0.98147 3.215 5.180 91.605 0.943 104.237 25.3 20.4 0.170 0.67184

2012 2.70307 3.123 5.164 91.713 0.942 105.575 25.7 23.9 0.1991 1.94816

2013 1.03407 3.423 5.139 91.438 0.946 106.520 26.4 24.5 0.1791 0.62801

2014 1.96954 3.484 5.303 91.213 0.945 108.396 26.8 23.0 0.1916 1.19157

2015 1.96713 4.296 5.309 90.395 0.948 106.570 27.5 20.9 0.1741 0.92934

2016 1.07156 4.679 5.148 90.173 0.951 108.741 28.5 21.2 0.1766 0.45229

2017 2.32326 4.162 4.739 91.099 0.953 109.562 27.0 20.5 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 41.5 0.34583 1.8291

2011 1.77783 6.711 14.438 78.851 0.865 98.6589 26.4 42.4 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 25.9 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 24.9 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 32.9 0.27417 -0.122

2009 -4.2478 7.537 10.816 81.647 0.899 100.044 34.3 33.6 0.28000 -2.833

2010 1.94952 7.787 11.344 80.869 0.905 99.340 34.4 33.9 0.28250 1.2315

2011 1.54015 8.037 11.663 80.300 0.899 99.2319 33.2 34.1 0.28417 0.9531

2012 1.47892 7.885 12.099 80.016 0.897 99.3428 32.3 35.3 0.29417 0.9445

2013 2.13949 7.525 12.123 80.352 0.914 99.1507 33.2 35.2 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 0.916 100.347 33.2 33.4 0.27833 1.2801

2016 1.91816 4.813 13.008 82.179 0.918 99.1376 34.8 32.4 0.27000 0.8389

2017 1.89208 4.335 12.978 82.687 0.919 99.8823 35.0 33.2 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:

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,

• 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;

• 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 

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 + 0.83GDPGR Table 15, Annex

Norway CBV = 0.65GDPGR Table 16, Annex

Greece CBV = 0.74GDPGR Table 17, Annex

Czech Republic CBV = 0.8GDPGR – 0.91GC + 12FISR Table 18, Annex

UK CBV = 13.5 + 0.67GDPGR – 18HDI Table 19, Annex
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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;

• 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;

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

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

• Quite interestingly, contrary to the fundamental hypothesis related to the positive effect of the 
Human Development Index (HDI) on CBV, 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

• 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)  In the 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 (FMCG), 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 CBV 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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ABBREVIATIONS

CIF: Consumer Induction Factor
CBV: 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 ***

GIIR 0.334710 0.00160526 208.5 <0.0001 ***

ACSIR 0.338694 0.00359576 94.19 <0.0001 ***

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) 9.25e-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 ***

GDPGR 0.207359 0.00921865 22.49 0.0002 ***

SEMPR −0.0167082 0.0180312 −0.9266 0.4225

HDI −34.2488 2.67671 −12.80 0.0010 ***

JQI −0.0409877 0.0202338 −2.026 0.1359

GC −0.214431 0.0306863 −6.988 0.0060 ***

FSIR −4.73376 0.533374 −8.875 0.0030 ***

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 ***

GDPGR 0.670672 0.00835708 80.25 <0.0001 ***

SEMPR 0.183019 0.0231776 7.896 0.0042 ***

HDI −104.301 11.9102 −8.757 0.0031 ***

JQI 0.196502 0.0510721 3.848 0.0310 **

GC −1.90889 0.128509 −14.85 0.0007 ***

FSIR −55.6630 8.49539 −6.552 0.0072 ***

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) 4.39e-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 **

GDPGR 0.826067 0.00687499 120.2 <0.0001 ***

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 ***

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 2.917 0.0617 *

GDPGR 0.741095 0.0994135 7.455 0.0050 ***

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 ***

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 **

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 **

GDPGR 0.668796 0.0133087 50.25 <0.0001 ***

SEMPR −0.0116769 0.0263001 −0.4440 0.6871

HDI −18.4841 4.82959 −3.827 0.0314 **

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 
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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 & Kizilgün, 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 & Kizilgün, 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 & Kizilgün, 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 & Kizilgün, 2004a). Their products are sold in direct owned and operated flagship 
stores (Tokatli & Kizilgün, 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 & Kizilgün, 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.

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 

Table 1. Different stages of functional upgrading

Firm Role Other Names Functions/Characteristics

Sub-contractor

Assembler 
Cut-Make-Trim (CMT) Producer 

Jobber 
Second or Lower Tier Supplier

Export-Platform Manufacturer 
Component Supplier

OEM

Commercial 
(Sub) Contractor 

Full Package Supplier 
Contractor 

Turn-key Supplier

Process and Production Specialization

ODM Supplier- Subcontractor
Independent supplier with complete control over the 

development, design, and fabrication of its product design. 
Process and production specialization

OBM Independent Exporter
OBM designs, markets, and even sometimes retail own 

brands. Actual production often becomes less important—
product and Marketing Specialization.

Source: Authors.
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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 & Kizilgün, 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.
1a – 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:

• General information about the firm’s industry setting, its competitive position, and the most sig-
nificant challenge they are facing.

• The firm’s strategies and innovative performance on functional and operational upgrading in the 
lean production system and automation level.

• Detailed information about the application of automation equipment, its incentives, and the expec-
tations of the equipment performance was collected.

• 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

Position in the industry Large and 
Mature; Tier 1 SME Large and 

Mature; Tier 1 SME SME

Export Destination/Domestic Domestic Trade/
Export Globally

Export to USA, 
EU

Extensively 
export to one 
German client

Set stores in 
Russia, small 

retailers in 
Russia

Domestic Trade

Subordinary
1 HQ, 4 SB in 
China, 1 SB in 

Romania
1 HQ 1 HQ, 3 SB in 

China
1 HQ, 1 SB in 
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)

Business Strategy
OEM 
ODM 
OBM

OEM
OEM 
ODM 
OBM

OEM
OEM 
ODM 
OBM

Category

Apparel, Leather 
production, 

Apparel Design 
Technology, 

Apparel 
Sales Retail, 
Wholesale

Knitting garment 
manufacturing, 
Self-employed 
and agents of 
import and 

export business

A modern 
footwear 
company 

integrating 
R&D, 

production, 
sales, and 

service

Leather shoe 
processing, 

manufacturing, 
operation of 
the export 

business of the 
company’s own 

products

Manufacture, 
processing, 
dyeing, and 
finishing of 

needle textiles 
and garments

Attitude to Invest Positive Partly positive Positive Partly positive Not positive

Major Suppliers Integrated 
Supply in China

Close to its 
supplier

Close to its 
supplier. Partly 

integrated 
supplier

Close to its 
supplier

Close to its 
supplier

R&D
0.48% of sales. 

1.84% of 
employees

--- 6000 new types 100 new types 6% of sales

# 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. 
It is 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?

According to the five interviews, labor, export tax, and government policy are the most significant 
challenges.

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.
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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?

Larger and more mature companies have progressed farther in the overall value chain from customer 
information collection, logistics, warehousing, procurement of raw materials, scheduling of production, 
production, quality management, inspection, and packaging and delivery. Companies begin their intel-
ligent manufacturing upgrading with the automation of customer information collection, logistics, and 
packaging. They were followed by warehousing, raw material procurement, and scheduling of production. 
Eventually, production and quality management would be possible to achieve full automation. However, 
in terms of the application of intelligent manufacturing at the enterprise level, larger and more mature 
companies significantly differ from SMEs. SMEs still operate outdated machines and do not take ad-

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. 
     c) 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, cutting work.

Company B
In logistics, the automation equipment is applied in the transmission during the whole operation—the automation machine is used in the 
cutting process. With the automation machine, product quality is more unstable, and avoid human injury. The investment in equipment is 
expected to return in two years.

Company C
3D design, computer needles, and production lines have introduced a higher automation level of the machine. Because of the large 
number of orders, economies of scale are more likely to afford the cost of new equipment. It reduces a process into more than 30 simple 
processes, thereby reducing the reliance on workers’ technical capabilities and better measuring the time and processes’ costs.

Company D
Partly automatic cutting. The equipment for the computer needle car was purchased. Still, due to the high cost of making the original 
template, the order of the small amount of change could not bear the template production’s cost. Hence, the computer automatic sewing 
machine equipment was temporarily not used. The company intends to introduce the ERP system to calculate the compensation of 
workers’ companies more accurately and reduce management costs.

Company E
Key equipment’s improvement at the production line level of automated equipment. The main dyeing tanks (leading production 
equipment) and laboratories are equipped for R&D.

Source: Authors.
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vantage of using a management information system. This significant difference is caused by funding, 
capability, and company goals.

Funding: Big corporations have more cash flow to invest on a percentage basis. Also, the volume and 
value of each large order that larger corporations fill are higher and more efficient than SMEs. Thus, it 
is more likely to have a scale effect so that the ROI on upgrade investment is more rapid. In other words, 
the larger and more mature companies are abler to afford upgrades and are more financially capable of 
introducing and investing in more automation on the production line. Greater access to funding fuels the 
larger and more mature companies to promote speedy intelligent manufacturing upgrading. Investment 
in automation is a substantial investment; thus, SMEs are much slower in the process of transformation 
to more advanced, efficient, and intelligent manufacturing.

Capability: Big companies, like Company A and Company C, have well-developed lean production 
systems in a relatively advanced state. In other words, the amount of labor in one production line and 
the producing processes in place are already at a reasonably efficient state. There is not much space for 
larger companies to adjust. To break through this bottleneck, larger and more mature companies tend 
to find other methods for sustainable development, such as upgrading to intelligent manufacturing. By 
contrast, SMEs could achieve considerable benefits by adopting lean production systems in both produc-
tion and management to improve their performance immediately.

Company goals: Each company has its unique goals. Large-scale manufacturing firms aim to inte-
grate the value chain; thus, they invest in design, logistics, warehousing, and information systems. On 
the contrary, SMEs are more likely to aim to stabilize production, optimize performance, and reduce 
costs based on current production, so their automation equipment is more likely to be concentrated on 
the production line. Companies that want to exit the market or are uncertain about the external business 
environment are typically cautious about making substantial investments in new automation equipment.

5.  What is the main purpose of investing in automation machines and intelligent manufacturing?

Table 7. Purpose of adopting intelligent manufacturing

Company A 
This intelligent pilot production line is mainly designed to increase the flexibility and flexibility of flexible production. For future brand development and 
customized services to improve the production capacity, improve to whatever style of products, you can mix and match government subsidies. From the 
company’s overall strategy and production, the layout of the higher value of the industry is 6+1, design, raw materials, warehousing, transportation, and 
sales. From the production line, the machine can simply repeat the process that needs to stabilize the production capacity, such as pressing the arc. The effect 
is that product quality is more stable and uniform.

Company B
First, the most effective automation is the improvement of crucial processes. In the crucial process-cutting, the automatic cutting machine can reduce the 
number of human workers and stabilize the quality, mainly solving the toughest problems of labor injury. Production capacity increased by 20%, profit 
margin increased by 10%. Second, the automation of the hanging system is on the transport transmission, and the whole process is faster. Third, the 
government subsidizes the degree of automation. The overall automation degree of the firm is 30%

Company C
First, to achieve technological breakthroughs in crucial processes. Second, to relieve the dependence on skilled workers, reduce the requirements for 
recruiting workers, and make it easier to recruit more labor.

Company D
First, the key process changes on the production line, saving more use of raw materials. Second, the use of information management systems to more 
precisely control the time and production costs and reduce management efficiency.

Company E
Improve quality, error rate, and cost reduction.

Source: Authors.
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6.  What are the latest trends, and what are your three to five-year strategies?

Social entrepreneurs suggest that the position of traditional manufacturing enterprises can be transi-
tioned to high-tech, green, and sustainable fashion (Gudiel et al., 2021). Consumer appeal can translate 
into high sales volume, and in the footwear industry, sales volume can drive employment and tax revenue. 
Additionally, the external environment is unstable, with continuous change such as the uncertainty of 
land requirements, export/import tariffs, and environmental protection requirements. These will cause 
enterprises to be concerned about further investment in a rapidly changing and unpredictable business 
climate. SMEs are more likely to be in a wait-and-see state, and they are cautious about whether they 
need to introduce the latest equipment to expand the use of automation development in the industry.

7.  Does your company adopt an OEM strategy and develop its own brand?

Companies pursuing long-term growth have begun to explore their own brands, and companies that 
want to continue maintaining the status quo have not tried to create their own brands. For companies that 
have never developed a brand, the strategy used is less radical, and the investment is relatively conserva-
tive when making the first brand. Manufacturing companies can use their production lines to develop 
their products and manage their inventory, but their sales and marketing capabilities are insufficient. 
Brand-owned manufacturing companies have chosen a multi-brand strategy to create different brands 
for different age groups, consumption levels, and gender customers. As the number of brands increases, 
the flexibility of the production process and the responsiveness to the market will increase significantly.

Table 8. Three to five year plan

Company A 
In the long-term strategy, the integrated industrial chain has reached a rapid response market, transforming and upgrading into a dominant 
brand. Intelligentization and temporarily replace actions that require stability. If there are changes, soft materials, materials that change, 
and intelligent mechanization are not easy to achieve. The simplest thing is transportation logistics, customer information database, 
design innovation.

Company B
We hope that information technology and automation equipment become more mature. Much existing equipment is imported, and it is 
too expensive for the company. It is expected that domestically produced equipment can be developed in several years. Our company has 
plans to withdraw from the market and lease the factory to exit the market.

Company C
We expect that the local government could position the footwear industry as a sunrise industry. Enterprises drive a large number of local 
employment, pay a high amount of tax, and there is not much pollution to the environment. Therefore, we hope to get support from the 
government, especially the support of the land. Because of the demolition and reconstruction of the city, the land price has risen, and the 
company has no way to get cheap land for use as an employee dormitory.

Company D
Comply with the rising cost trend, streamline the number of employees and raw materials’ use. When the development of new types of 
automation equipment is more mature, more suitable for adapting to the situation of enterprises, our company will invest.

Company E
Entrepreneurs suggested that the position of traditional manufacturing enterprises can be high-tech, green, and fashionable. This industry 
can drive employment and taxation. If the policy is unstable, the uncertainty of land requirements for environmental protection will 
cause enterprises to have concerns about future development. They are in a wait-and-see state, whether they need to introduce the latest 
equipment and limit the automation development of the industry.

Source: Authors.
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8.  What kind of resources are invested? What are your expectations for the brand?

Table 9. Brands owned by case companies

Company A 
Multiple brands, more than five brands, for all ages, genders, price segments, and materials, also represent the sales of foreign brands. 
Starting with a men’s suit shirt, the products are excellent, and the price is good. In recent years, Youngor’s strategy is to enrich the brand 
into the market, targeting all ages, high-end mid-end low-end brands are covered, cotton and hemp products are available, domestic and 
foreign products. Mainly target Chinese customers.

Company B
No

Company C
One Brand. PU women’s shoes fashion luxury positioning, online and offline sales, the average prices is 200-500. Brands have higher 
pricing power and are able to directly get market trends and feedback to provide accurate information for development targets.

Company D
No

Company E
One Brand. Bedclothes and baby clothes that use plant dyeing are mainly environmentally friendly and have no chemically harmful 
additions. Combined with its own production advantages, it will develop to the final product end and extend to the downstream industrial 
chain.

Source: Authors.

Table 10. Efforts on OBM strategy

Company A 
The brand of men’s shirts began 20 years ago, and the market share of men’s suits still ranks first in China. The company has invested 
heavily in the R&D department to innovating high-quality products. Brand operations require rapid response and collaboration across 
all parts of the value chain. The company’s star brand is a high-end customized brand dedicated to improving the quality of the user 
experience, using 3D scanning and database, customizing clothes that are more in line with the customer’s size, and increasing customer 
loyalty and customer value.

Company B
No

Company C
The brand is registered in Shanghai to create a more international brand image. The former Ogilvy design team designed the brand 
packaging design and promotion team, and the German design team developed the UI. The design plan costs 1 million yuan. The brand’s 
products are relatively high-end, and in order to ensure product quality, the company introduced two production designs from Italy. In 
2017, a brand was officially launched. Currently, shopping malls in two cities in China have invested in offline stores, and there are 
currently five offline stores. The company expects to cultivate brand talents and cultivate teams to accumulate experience. Improve the 
company’s retail and sales capabilities and reduce the risk of only one customer. It is expected that the brand will break even in three 
years.

Company D
No

Company E
Since 2017, the company has started to form a brand team from the outside to hire experienced brand development managers, designers, 
and salespeople to create a team of four. This year, the company mainly engaged in product development and inventory management, 
coordinated by the R&D department and the fabric department of the factory headquarters. Participate in the exhibition layout booth in 
different Canton Fair exhibitions. In 2018, the first physical store in the shopping mall was opened. The total investment and inventory 
for two years is 5 million.

Source: Authors.
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When profit margins in production are being squeezed, companies are actively looking for new op-
portunities. The primary purpose of developing a brand is to move to a higher value-added niche in the 
value chain, namely, design and sales. Company A expects that brand development could grow its profit 
margins and result in profit growth. Company C is preparing in advance for the future turbulent market 
environment against the risk of uncertain clients and orders shortly. Company E expects to continue de-
veloping during the transformation and upgrading and plans for the resource allocation of the enterprise.

CONCLUSION

This study found that in five sample case companies, 60% of the OEM companies consider product 
quality and R&D capabilities as their main advantages, and 40% of OEM companies consider low 
product prices as their main advantages. 80% of OEM companies seek long-term development; 60% of 
OEM companies are cautious about continuing to invest heavily. Large enterprises adopt state-of-the-art 
equipment earlier than small enterprises. The more firmly a company pursues long-term development, 
the more capital it invests.

The fundamental purpose of developing their brand is that OEM firms are eager to transform the 
focus to make higher value-added products at increased profit margins. Thereby, OEM firms start to 
integrate upstream and downstream in the supply chain. The upstream production processes low-profit 
margins as a result of price pressure as a result of government policies. Thus, firms realize that if they 
commit resources to pursue sustainable business growth, they must move up to the high value-added 
part of the supply chain. OEM manufacturers are in the position where they must seek higher autonomy 
in price setting.

The main challenge of implementing the OBM strategy is the lack of a sales team or expertise within 
the organization who knows how to penetrate the market through the effective positioning of the brand. 
Manufacturing companies are conservative in brand investment. In the process of developing brands, 
manufacturing companies generally believe that the most severe difficulty is in sales. Brand visual design, 
how brand value is passed on to consumers, and what consumers want to or will buy are areas that make 
these companies that are good at managing production feel unfamiliar. The professional marketing staff 
who hire young people outside will also adopt the method of cautious use of the budget because of the 
high cost of training the team.

We found that manufacturing companies have unique advantages to transfer to OBM compared to a 
company that possesses design capability only. Manufacturing companies have production lines, prod-
uct design departments, and warehousing, which provide a vital advantage in the early stage of product 
production-proofing. In the early stage of development, a small batch of tests and proofing is required. 
The relative cost is high because the number is small, and the outsourcing company is unwilling to do 
it. Therefore, compared with brand design companies, manufacturing companies have faster product 
iterations, more stable product production, and more reliable product quality.

Regarding the question of whether a company should be cultivating its own brand or not, different 
companies should have different strategies, and companies can adopt a combination of different strategic 
approaches. This study found some common trajectory and consensus among the strategies of these five 
case companies. Therefore, OEM firms can refer to these five different development stages and different 
companies and get some suggestions in the transformation and upgrading stage.
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This study found that established and mature OEM companies have different strategies than SME 
firms. In many cases, large OEM firms have reached the highest production efficiency in production 
and performed lean production outstandingly. There is no way to reduce costs significantly. When the 
production cost is not significantly reduced, the company’s strategy shifts to vertical integration, upstream 
and downstream on the supply chain, rather than production improvements. That means that OEM firms 
are more likely to be ready to develop a brand design and develop smart logistics.

Furthermore, brand development also facilitates the upgrading of production in turn. The lot size of 
the brand production order is different from that of the OEM production order. Brand orders are small 
but frequently change and also require a shorter delivery time. In contrast, the OEM lot-size order is 
larger, but the frequency is lower. Because the company’s production needs to meet changing market 
demands, the update rate of production determines the rapid production speed and intense collaboration 
of the entire supply chain. Therefore, the firm’s production lines need to be more flexible and agile so 
that the whole process of the new design, ordering, production, packaging, and store logistics can be 
completed quickly. As for more extensive and more mature OEM companies, the primary purpose of 
introducing smart devices is not to reduce production costs but to improve the production line’s flexible 
production and rapid response capabilities.

In small and medium-sized OEM enterprises, the processes are not the same capability for access to 
capital and management expertise as larger firms. The investment in new equipment or brand develop-
ment will have a relatively larger negative impact on SMEs, which increases the financial burden on 
these SMEs. OEM SMEs have meager bargaining power, with global buyers able to control and drive 
the product prices low, so OEM/ODM SMEs have to reduce their costs. Some OEM/ODM’s main cost 
is labor cost, while others are the cost of energy. Therefore, OEM/ODM SMEs will usually reduce their 
primary source of production costs. Enterprises whose main expense is the cost of labor will adopt 
layoffs, replace people with machines at the crucial stages, and transfer some production lines to cities 
with lower costs. If the main production expense is energy, SME firms will optimize the production 
efficiency transition process.

LIMITATIONS AND FUTURE RESEARCH

Although the multiple cash study methodology supports the validity of findings for research that in-
cludes five cases, due to the diversity of firm size and industry, a replicative study of a more significant 
number of firms would be valuable. Further studies could include more firms and also consider different 
industries beyond consumer apparel and footwear. The finding could be strengthened through additional 
and more specific questions and interviews with multiple individuals at each firm.
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KEY TERMS AND DEFINITIONS

ASEAN (Association of Southeast Asian Nations): An economic union comprising ten member 
states in Southeast Asia, the largest of which include: Singapore, Malaysia, Indonesia, Philippines, and 
Thailand.

EU (European Union): A political and economic union of 27 member states located primarily in 
Europe and have a shared currency and single internal market and system of laws.

LPS (Lean Production System): Also known as lean production, just-in-time manufacturing and 
just-in-time production (JIT) is a production method derived from Toyota’s operating model and aims 
primarily at reducing times within the production system as response times from suppliers and to customers.

ODM (Original Design Manufacturer): A contract manufacturer that uses its own designs and intel-
lectual property (IP). An ODM product can either be the result of the supplier’s own product development 
efforts – or a replica of another product already on the market and can be branded with the buyer’s logo.

OEM (Original Equipment Manufacturer): An Original Equipment Manufacturer or OEM is a 
company that manufactures and sells products or parts of a product that their buyer, another company, 
sells to its own customers while putting the products under its own branding. OEMs commonly operate 
in the auto and computer industries.

SME (Small and Medium-Sized Enterprises): The sizing or categorization of a company as an 
SME can be based on a number of characteristics. The traits include annual sales, number of employees, 
the number of assets owned by the company, market capitalization, or any combination of these features. 
Generally, they are independent firms with less than 50 employees and not more than 250 employees. 
However, the maximum number of employees is different from one country to the next.
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ABSTRACT

The aim of this chapter is to show how omnichannel tools must be applied through the process of cre-
ating 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.

INTRODUCTION

According to the World Health Organization (OMS, 2020), COVID19 is an infectious disease that had 
its outbreak in Wuhan (China) and has become a worldwide pandemic caused by the new coronavirus. 
According to Shiller, Nobel prize of Economics in 2013, a pandemic is more dangerous than an earth-
quake. This fact happens because the first one generates a greater feeling of anxiety and concern. As a 
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result of these, a “second pandemic” may appear as a financial and economic crisis that would alter the 
market around the world (BBC, 2020), causing a severe impact in many industries as tourism (Madrid 
& Diaz-Rebolledo, 2020).

Regarding this situation, some mechanisms are being recommended to the organizations to fight 
the crisis, as an example: plans for operational continuity, crisis management, financing and liquidity, 
labor management, among other aspects (PWC-Chile, 2020); however, many companies have shown 
how fragile they are in the matter of productivity in the value chain and must focus in a new business 
model strategy, in rearrange the manufacturing process and to strengthen the safety protocols for the 
employees and clients (Comisión Económica para América Latina y El Caribe, 2020). In this final topic, 
a Euromonitor report shows how consumer behavior changed in 2020 because of the pandemic, creating 
an anxious consumer, someone preoccupied with health and safety, who has turned his home into his 
office (Angus, 2020); he has tried to find connections with the outside world through social media and 
online communications; and also new entertainments in streaming platforms: movies, music, videogames 
(Ortega-Vivanco, 2020); now the whole experience process has changed, and it plays an essential part 
in industries as retailing (Tyrväinen, Karjaluoto, & Saarijärvi, 2020).

Facing this situation, the omnichannel is an alternative to homogenize the buying process through 
offline and online channel, provoking the customer to experiment with the brand and becoming com-
panies’ main interest (Lorenzo-Romero et al., 2020), creating emotions that take them to recommend 
the brand and resulting in loyalty (Arconada Muñoz, 2016). Nevertheless, it may also have a negative 
result, as the risk being perceived by the customer sharing his information (Quach, Barari, Vit Moudry, 
& Quach, 2020) or it may engage in additional logistic costs (Guerrero-Lorente et al., 2020).

With everything said before, one can question: How omnichannels help economic reactivation? Or, 
being specific: how are facilities driven to consumers by the omnichannels and the economy is reactivated?

Based on the literature review, the next chapter aims to show how omnichannel and the approach to 
improve the consumer experience may be applied to reactivate the economy revealing and classifying 
valuable tools to lead companies to digital transformation.

To achieve the objective, three parts will be addressed in this chapter: a) Literature review explaining 
the concept of omnichannels and consumer´s purchasing experiences through this strategy; b) A review 
on Covid19 impact on the Ecuadorian consumer´s behavior; and c) Suggestions, recommendations and 
possible solutions based on the topics previously described.

BACKGROUND

Omnichannel

By the end of the 90s, the internet has exponential growth. This situation causes many changes in society, 
such as how people communicate with each other and how high the influence of traditional transactions 
while buying and selling goods and services (Universidad Autónoma de México, 2018). For Universitat 
Oberta de Catalunya (2018), the action of buying and selling goods and services performed by websites 
or mobile applications (apps) between two individuals is known as E-Commerce. This fact has many 
crucial matters when individuals desire to purchase something, bringing up an effective omnichannel 
environment. The term omnichannel refers to the presence of multichannels where the consumer may 
find the good he/she is looking for, providing comfort and easing the decision-making process while 
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shopping. This fact may happen, so it could exist a market development in front of the competitors, be-
ing a challenger in a market that is not mature in an omnichannel, and finally to achieve cost reduction 
in infrastructure and/or transactions (Jo, Kim, & Choi, 2018). About this opening, the services gotten 
by the omnichannels provide a high experiential level that relates with a wide range of the channel and 
the interactions generated by clients and suppliers.

On the contrary to the multichannel o cross-channel services, the omnichannel service involves a 
small segment and all the channels available for consumers. The omnichannel grows with the digital era, 
which doesn’t happen with multichannels or single channels because technology has changed profoundly 
how retailers and consumers interact (Sun et al., 2020). Picot-Coupey et al. (2016) define omnichannel 
administration as a strategy to manage channels as merged contact points that allow consumers to live 
an experience inside the brand ecosystem.

Omnichannel Retailing

In a conventional system, clients purchase products at offline stores or e-commerce sites, while retailers do 
their channel marketing management separately (Sun et al., 2020). However, the concept of omnichannel 
retailing is oriented to be for clients where and when they want to, turning the consumer journey into a 
much complex and complete one by the presence of many contact points (Lynch & Barnes, 2020). For 
retailers, bringing a solid and standard shopping experience through offline and online channels has 
been very complex. This fact happens because the process requires compensations among quality of 
the responses, product mix, and consumer convenience (Lynch & Barnes, 2020). Nowadays, it’s hard to 
compare a physical store with an online one as the last one may offer a broader catalog than the physical 
one (Reyneke & Barnardo, 2019).

Omnichannel must have some specific characteristics that, according to Lynch and Barnes (2020), 
are defined as dimensions which are: a) A perfect customer experience (fuzzy and integrated); b) be 
customer-centered with a simple vision; c) to create an experience and a brand commitment; d) the use of 
different channels simultaneously; e) the consistency of independent channels; f) Holistic and integrated, 
and g) the consumer journey. These dimensions lead us to an emphatic vision of the consumer himself, 
who sees a company’s value offer, integrated, personalized, and adapted to his comfort, coming closer 
to the conceptualization of Grönroos (1994), who determines a marketing approach focus on the market 
and not to an extreme oversimplification of a 4Ps based mix.

The companies are moving forward to an integrated channel strategy, but the results are better for 
the online channel than for the offline one. This fact can be seen in integrating both the website and 
social media by linking consumers from one to another, interconnecting them by profiles, posts, or the 
purchase option in social media.

Incorporating the physical store in the online channel is much more developed, even more through 
the tools helping consumers find stores near them. This effect is more powerful when the stores give 
information about the products available, pick-up options, or even if they have return policies about 
online purchases. By using these strategies, companies adapt their services to meet consumers’ needs. 
The integration has been improving these last years when we found more and more companies’ allow-
ing to return in physical stores some of the online purchases (López-Hernández & López, 2019). To be 
specific, in a multichannel retailer, channels are not integrated and also are managed separately, while 
in an omnichannel retailer, there is a considerable number of channels that are highly connected and 
integrated (Rodríguez-Torrico et al., 2020)
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Nowadays, three forces are working together to promote retailers: 1) The spread of channels where 
their products could be upgraded, physical or virtual. 2) Consumer segments are defined by their channel 
preferences: offline, online, the mix; 3) The retailer’s choice to manage the channels to offer a synergic 
experience to the consumer.

Valentini, Neslin, and Montaguti (2020) reference this in three phases: First of all, consumers’ back-
ground based on their motivations, opportunities, and abilities (MOA); then, those segments open to 
omnichannel agreements, those who can access procurement channels (websites, banners, ads, apps, 
e-mail, social, special-deal websites, stores, mail, newspaper) and use channels (PC, mobile, stores, call 
center, catalog); and finally, the consequences where we find consumption, the change or loyalty to a 
brand/retailer. The retailers should consider the consumer’s emotions to understand the attitudes they 
will develop. They also should build spaces that feel environments, designs, and social aspects as cru-
cial elements to create positive feelings. In the same way, a follow-up to the consumers’ journey among 
the channels should be done to identify those omniconsumers and how they travel (Rodríguez-Torrico 
et al., 2020). As already said, omnichannel contributes to obtaining loyalty from clients. With positive 
emotions during the experience, these act as conduct between omnichannel strategy and client’s com-
mitment (Mainardes et al., 2020).

The New Consumer: From Multichannels to Omnichannels

The digital era is tearing apart shopping routines motivating consumers to trust their mobile gadgets more 
and more every time and to use them to search and compare products and services (Sun et al., 2020). These 
days, consumers have become more intelligent. They have switched their traditional decision-making 
process by being careful with the trending situations, using discussion as a path to social acceptance, 
researching and comparing by utilizing both online and offline methods to conclude if making a purchase 
is the best choice (Mehta et al., 2020). The consumer is an omnichannel consumer, an evolution from 
the one in multichannel, someone whose behavior has changed from using few channels in parallel to 
someone who plays with all the contact points simultaneously.

They are turning personal attributes, and sales strategies in retailers have changed some of the 
consumer´s behavioral patterns, from purchasing one or more channels to the interest in using omnichan-
nel services. Digitalization has also impacted these behavioral patterns, the retail environment, and the 
follow-up with the consumer. The consumer may feel satisfied with omnichannel when he believes there 
is an ability to give service and expectations regarding the channel performance (Sun et al., 2020). Now, 
the consumer makes decisions about online shopping by convenience and sales. Financial wellness af-
fects the frequency and the average spending in online shopping but not in the desired benefits (Mehta 
et al., 2020).

It has to be considered that the consumer has evolved, and the way he tries to reach the companies 
have done it too. The digital channel has become a well know way to make contact, and according to Jo 
et al. (2018), there are the following types of online consumers:

Multichannel consumers: This type of consumer uses more than one channel when they have to 
purchase. The fact that the potential client prefers to have the option to visit a store physically becomes 
a challenge for the company as some of them won´t be able to fulfill this requirement.

Categorizing consumers: These are the ones who are actively looking for the lowest price in the market.
Webrooming consumers: These consumers are the ones who prefer to find their product by surfing 

websites but also decide to do the purchasing process in a physical store.
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Showrooming consumers: They enjoy having a wholly physical experience. Both searching and 
purchasing are done in a store.

Logistics as an Inflection Point in Omnichannel Strategy

The way to do marketing is relatively new when meeting how changing media consumption habits are. 
This phenomenon pushes companies to find innovative ways to communicate with consumers. They 
have discovered that the key may be more interested in the customer experiences than in the products 
themselves (Baños González & de Aguilera Moyano, 2017). Retailing models (RBM) are still making 
efforts to develop omnichannels (OC); however, these changes respond to how omnichannels create and 
capture value. This fact suggests that integration of all the contact points must exist to assure an experi-
ence that the consumer could assess as perfect. With that established, processes must be created and 
carefully administrated by placing the consumer as the center of the strategy (Davis-Sramek et al., 2020).

Still, there is a big division between the supply chain and how retailers are organized inside their 
stores. Years before, stores used to be considered a perfect way to create experiences for the consumers. 
Nowadays, everything is integrated and participates in the supply chain (Davis-Sramek et al., 2020). 
The omnichannel strategy has forced retailers to reinvent supply chain management. Inside this deci-
sion, there is a new concept emerging: SFSTS (ship-from-store-to-store). By adopting SFSTS, the store 
becomes a distribution center (DC) prepared to supply other stores near it and end this way any trouble 
regarding inventory control or management and increasing product availability for consumers (Li, 2020).

SFTS is the main reason why in retailers’ omnichannel websites, consumers may find many delivery 
options for their purchases and many others to handle returns. The chance to have all these options al-
lows consumers to select what comes better for their needs considering time, place, transportation fee, 
etc. (Guerrero-Lorente et al., 2020). Online orders are prepared for shipping in any of the following: a) 
Distribution centers to combine tasks as the supply for other stores; b) Logistic Centers where inventory is 
stored specially for online orders, and c) Stores to allow both physical and online shopping and have just 
the limited resources to prepare online orders deliveries. (Guerrero-Lorente et al., 2020). Here is how the 
ability to have a synergy through channels is shown; for example, the inventory may be managed online 
to make a physical sale on online sale that could be picked up at a store (Lorenzo-Romero et al., 2020).

There is also a typical delivery system. It can be divided into two channels: Traditional existing 
channels such as post offices and New channels, taking into consideration convenience stores and home 
deliveries (Guerrero-Lorente et al., 2020). Companies want to achieve with any of these systems to have 
the consumer as a center and allow him to contact the brands whenever and wherever he would like to. 
The primary purpose is to make the consumer feel the brand and not the channel, and ultimately the 
consumer has perceived these efforts (Lorenzo-Romero et al., 2020). Nevertheless, with many channels 
available, the perceived risk is widely decreased whether it is financial, performance (how the product 
may work), physical (is the product broken?), social, or psychological (Hoffman & Bateson, 2008).

Creating Purchase Experience

Slow Retail Model is known for its capability to discover, explore, execute, create a community, learn, 
buy and share. These dimensions are conceptualized in future experiential store models, and they suggest 
four designed spaces: storytelling, fluid, digital zones, and community centers (Alexander & Blazquez 
Cano, 2020).
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Storytelling: Space where the brand can be personified in 3D and show its identity
Fluid: Spaces speed, interchange, and interaction are the “beta mode.” These spaces allow consumers 

to experiment, try new technologies and immersive experiences
Digital zones: Micro spaces inside physical stores were using technology, and the consumers have 

new experiences.
Community center: This space is programmed to lead communities, socialize, and live. Usually, 

these spaces are centered on human interaction.
As it was said before, creating a stimulus for consumers generates motivations. The concept of 

stimulus-organisms- response S-O-R under the omnichannel definition includes topics as digital atmo-
sphere or webmospherics. Regarding online sales, the stimulus is defined by adding visible and hearable 
signs for online consumers (e-consumer or e-shopper). In the same matter, other variables as “how big 
is the picture” or “number of products available to sight” are different wars to understand and measure 
stimulus. In the same way, physical stores have their dimensions to care about: temperature, smells, 
textures, and others that stimulate the senses. (Paz & Delgado, 2020)

Covid19 and its implications in consumer behavior

In May 2020, a new era in commercial departments began, affecting how companies perform their daily 
activities. With the Covid19 pandemic, people were forced to stay inside their homes to take care of 
themselves and their health and activities as getting supplies could not stop. As a result of this situation, 
the digital channel had a significant increase in sales indicators around the world. Still, Ecuador´s real-
ity has made its people untrust online channels, and taking that option during a pandemic felt forced. 
This statement is demonstrated by a study done by the Universidad Espìritu Santo (UEES) and Cámara 
Ecuatoriana de Comercio Electrónico in 2020, where even though perceived risk has been decreas-
ing, people fear when doing online transactions, as they think their personal and financial information 
could be stolen or products may never arrive. On the other hand, it also can be said that prices are the 
primary motivation that people find if they must use this channel. Some others were also mentioned as 
payment methods and quality guarantees offered post-sales. This example takes us to the conclusion 
that every market should keep innovating in its processes to maintain the best possible experience each 
time a consumer is making a purchase (Davis-Sramek et al., 2020). At the same time, we could adopt 
two theories analyzed by Mart (Mart, 2020): 1) The Life cycle of the retailer, defined concerning the 
life´s cycle of the products and its four phases: innovation, accelerated development, maturity, and fall. 
2) The environment theory is based on the belief that the market itself will generate different ways to do 
business and assures that success will result from continuous adaptation.

With Covid19 on the map, the frequency of online purchases increased drastically. In figure 1, it can 
be seen that the number of people who were keen on using digital channels once a month increased from 
19% to 40%. This growth is explained by the family’s concern for health and wellness during April 2020 
(Angus & Westbrook, 2020). The tendency of online shopping in Ecuador will keep going up; however, 
this does not mean that people will only seek this experience.

The same study performed by the UEES (2020) demonstrates a clear intention to try online shopping, 
but still, people will shop traditionally in physical stores. This fact means the population is not fractioned 
but with the desire to have this omnichannel opportunity, as shown in figure 2.

Just as it was said before, there are four main reasons why people wouldn’t shop online: a) fear of 
being scammed; b) fear that personal and financial information would be stolen; c) People prefer to see 
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Figure 1. Frequency of online shopping during Pandemic
Source: Universidad Espíritu Santo (2020)

Figure 2. The intention of online shopping
Source: Universidad Espíritu Santo (2020)
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and touch what they are going to buy; and d) Untrusting of payment methods. These arguments could be 
better understood using financial risk and psychological context, as was stated by Bateson and Hoffman 
(2008). However, it should be taken into consideration the other side of the moon: Motivations. With 
these criteria, having a guaranteed delivery and payment, best quality, and the chance to split payments 
are arguments mentioned as the three principal motivations por people to consider online shopping an 
actual benefit. At this point, motivation is a deal-breaker.

On the other hand, the consumer is searching for information before making decisions about a 
purchase. This information-seeking makes them look for what prosumers have to say about the matter, 
visits to websites, social media, and even blogs or forums. The channel hopping is happening 25% of 
the time when going from online to physical stores (31% almost every time and 4% every time), which 
guarantees a blended behavior. This channel hopping does not indicate that the sale is made because 
some technological factors, such as apps or websites, are not working correctly (48%), causing dropouts. 
As delivery times (30%), some others are having these adverse effects also decreasing effectivity ratio 
in sales for companies.

When analyzing both the Ecuadorian consumer and the tendencies presented in some reports of 
Angus (2020) and Westbrook and Angus (2021), some behavioral changes merging physical and virtual 
actions are explained. The phygital reality referred to by these reports tells us about how people feel 
the experience while shopping at home on websites and the virtual experiences in the physical stores. 
These second generate a sense of safety and health through shoppers leaving their homes. The tendency 
studied un Euromonitor 2021 indicates that people from 15 to 29 are the group that has engaged more 
in digital transactions or augmented reality. This phenomenon happens for some reasons: smartphone 
dependency, some country´s restrictions making people stay at home asking people to avoid contact, 
the obsession with health and wellness, new work environments, and resiliency. Having identified these 
factors, they turn into opportunities for companies to act fast and adapt to new consumption habits that 
are now affecting the economy.

SOLUTIONS AND RECOMMENDATIONS

Access to Omnichannels

Covid19 pandemic has created a new challenge for organizations pushing them to adapt faster in a 
competitive and technological market while behaviors on consumers are also changing as people learn 
how to live in new normal.

As Lynch and Barnes (2020) referred to, having the consumer as a center gives companies a hint 
on what the strategy should be: as simple as making the experience transparent and unique where the 
consumer co-creates value with them. Companies have already achieved some levels where consumers 
feel one with brands and feel very involved. Some authors as Bateson and Hoffman (2008) and Lovelock 
and Wirtz (2009) defined this no-separation between consumers and companies even though they did 
not refer to phygital reality like the one we live in nowadays.

By this matter, we may understand omnichannel as a fully integrated experience as Picot-Coupey et al. 
(2016) defines it. It is presented as static and portable in every dimension. If a company offers a physical 
experience, then sanitary safety should be considered because of the pandemic; while in online security, 
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one must consider access infallibility, the payment method’s security, and the logistic quality based on 
effectiveness and efficiency (figure 3). This is how it is expected that the consumer adapts to this reality.

In omnichannel matters, logistics should bring to consumers the feeling that getting the products 
will be easy through the contact points that suit their convenience and, of course, help the company get 
efficient with delivery expenses. Creating Distribution centers, logistic centers, and stores has become 
investments for Guerrero-Lorente et al. (2020). However, they constitute physical growth for them as 
they would be occupying spaces in the land. The investments shortly would become a chance to have 
franchises contributing to brand awareness.

The Customer Journey in Omnichannels

Even though there are some tools to determine the customer journey, omnichannels have been getting 
more complex by having the inflection points in Pandemic times: a) Sanitary safety seeked by consum-
ers and b) new workspaces invading personal life. Following the context, the first actions to be taken 
to reactivate consumption and, therefore, the economy itself generate a path where spending money is 
not retained. A simple model is proposed to define moments in consumers’ lives: before, during, and 
after purchasing.

Figure 3. Physical and Virtual Spaces in Omnichannels
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Before making the purchase, it makes us look closely right to where the consumer is doing research 
and defining what they need. The physical environment takes in all the information gathered around 
the traditional channels of communication (radio, tv, newspapers, magazines), word-of-mouth from 
acquaintances, communication tools in the store, flyers, POP, product packaging, or any other tangible 
element that contributes to the evaluation. On the other hand, the virtual environment takes the eWOM 
happening in social media or any other website.

In a hybrid environment, a smartphone merges the channel by introducing an online experience in 
a store, such as QRs.

During the purchase: Factors must be established to let consumers identify the brand. In this mat-
ter, when talking about physical spaces, the brand could use any element that can be perceived by the 
consumer´s senses to communicate with him and make him notice. The digital environments contem-
plate using easy names for their websites, exclusive apps, and so on. Beyond the brand, some security 
mechanisms should be considered, while in the physical world, brands take care of the consumer´s 
health. In the virtual world, brands should take care of their information and privacy. It´s recommended 
that they implement responses to guarantee that the consumer is safe, such as return policy, giving the 
money back when necessary.

Finally, promotions, discounts, and prices should be established to fulfill both worlds’ needs to keep 
the consumer coming back and forth from the channels.

After purchase: This is where emotions are born in the consumer’s heart. When the world is going 
through difficult times, make someone feel safe and calm causes a deep connection and creates value. 
In the digital channel, emotion is created when the purchasing is regular because it can be understood 
that the consumer has had a riskless experience saving time. In the physical world, the guarantee of a 
safe space with sanitary protocols is the best way to assure loyalty.

Figure 4. Vital elements for omnichannels in Customer Journey
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The steps and elements described in Figure 4 show how omnichannels contribute to creating “rela-
tively” new experiences for consumers, one that must make develop positive emotions that guarantee 
the buyback of the products and turning into trust as a result to contrasts and improve the consumption 
system lost by the pandemic times. Homes had restricted their purchases because of the lack of confi-
dence in digital channels. However, with omnichannels actions, companies could show themselves as 
transparent and accessible to keep the contact with these new consumers that now is looking for new 
experiences where security has two meanings: health and information.

CONCLUSION AND FUTURE RESEARCH DIRECTIONS

One of the main exciting subjects is which is the change that the pandemic brought. Before Covid19 
came as a reality, people in Ecuador had the digital experience as an additional alternative to reach 
products or even get closer to the companies. The core interest in using digital channels was focused on 
the pre-purchase phase. This information-seeking seldom turned into a genuine purchase because of the 
trusting issues addressed before in this chapter. This fear about security was pausing the development 
of the digital experience, but it helped the consumers get online information and then pursuing their 
purchases through physical channels.

Covid19 turned the alternative into a must. Online purchasing became a need based on the urge to 
keep healthy, helping consumers overcome fear in the channel and finally come through with the whole 
transaction. With this sudden phenomenon, companies had to move faster to an omnichannel strategy. 
The digital transformation driven by the organizations has been abrupt and full of incidentals; however, 
it wills to achieve adaptability in the environment, proximity to the customers, and the possibility to 
move forward in their competitive development.

Discuss Omnichannels are big bets generated by the Covid19 pandemic. Many authors have put some 
effort into studying all decisions companies are making and the actions taken to defeat the economic fall 
the pandemic has caused. The literature review and this theoretical proposal pretend to be a start point 
for future studies in marketing, logistics, and administration. It is recommended that the investigation 
continues regarding the elements that contribute to unique experiences for new consumers and so the 
purchasing process. The authors of this study don’t pretend to reach that hyper-simplification mentioned 
by Gröonross applied to omnichannels. Still, we hope this could guide where to start for companies and 
those entrepreneurs born post-pandemic looking forward to achieving sustainability.

Omnichannels must be the starting point for new business models where the companies must provide 
static and mobile accesses by considering how both physical and digital worlds merge. Firms must clas-
sify contact points based on how convenient they are for consumers and how environments could help 
them achieve the best experience. Consumers have an active role in the value chain as they have good 
experiences while making a purchase.

The key points that should be studied from the consumer´s journey are investigation, brand creation, 
the seek for physical (health), financial, transactional, and logistic safety, promotions, and finally, how 
to generate positive emotions based on calm and tranquility. However, it is probably that with the tech-
nological evolution, some behavioral changes will accelerate and not only be studied but anticipated by 
companies.
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KEY TERMS AND DEFINITIONS

Consumer Centrality or Consumer-Centered Strategy: Integral activities that companies engage 
in create experiences for their clients.

Customer Journey: The concept addresses the consumer´s purchasing process and the different contact 
points. This process drives through the need identification to how the consumer behaves post-purchase.

Hybrid Environments: It refers to an atmosphere where the consumer may have both physical 
and technological experiences. These technologies may be based on social media, collaborative tools, 
compilations, or video sharing.

Inseparability Is the Service: The concept of service marketing in which it is defined that there is 
joint participation between the client and the company for the creation and provision of the service. If 
the client does not participate in the provision, the service is not generated.

Multichannel: Multiple touchpoints that work independently to provide an isolated consumer experi-
ence. The consumer can access the company’s contact channels in parallel but not intermixed.

Phygital: Referring to the inseparability of physical and digital environments. It is achieved with an 
interaction at the points of contact with mobile applications and portable devices such as smartphones.

S.O.R. (Stimulus, Organism, Reply): Psychologic concept applied to Marketing of services to the 
point that creating environments generates an organic reaction in human beings. This reaction translates 
into positive or negative answers about consumption.

Service Inseparability: Marketing of services’ concept. It defines joint participation between the 
client and the company to create and give service. If the client is not involved in delivering the service, 
then the service is not generated.

Word-of-Mouth: Term used to refer to what people say about a product based on their experience 
with it. In the digital world, it is known as eWOM (electronic word of mouth).
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ABSTRACT

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 influ-
ence 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.
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INTRODUCTION

Radio Frequency Identification (RFID) Technology is attaining global importance in the healthcare 
industry due to the spread of SARS and nCOVID-19 pandemics. It has seen increasing adoption rates 
in various sectors, including the health care industry. In hospitals deploying RFID application devices, 
the existing hospital information system is integrated with the RFID application network for develop-
ing a platform to synthesize data collected via RFID and other sources. According to the World Health 
Organization’s (WHO) guidelines, the hospitals have to follow proper hand hygiene, barrier precautions, 
personal protective equipment (PPE), safe injection practices, etc. RFID technology assists in patient 
monitoring and managing patient hygiene through tags used at hand hygiene dispensers (Burbano, et 
al., 2009) in hospitals.

The application of RFID technology for patient monitoring and management system is crucial for 
good quality in health care services. It helps store wireless data and automatic retrieval, which further 
helps identify, track, and store data and the barcode system. RFID application also improves patient 
safety, minimizes patients’ waiting time, and decreasing costs (Maroo, 2016). In India, Apollo Hospital 
Chennai, one of the most extensive healthcare facilities, implemented RFID in various areas such as 
patient waiting for time reduction, patient location tracking, care for patients, etc. Apollo could offer lots 
of patient assistance by implementing RFID in hospitals, such as selecting the proper departments and 
tracking their file’s progress that reduce delays and bottlenecks through unique ID numbers assigned to 
each patient (Maroo, 2016).

However, RFID adoption is still in its infancy (Tzeng et al., 2008). A few empirical studies have been 
conducted to assess RFID technology’s potential in healthcare (Fosso Wamba, Anand, & Carter, 2013; 
Yazici, 2014; Reyes, Li, & Visich, 2016). Fosso Wamba et al. (2016) use empirical analysis to explore 
the role of technological, organizational, environmental, and managerial characteristics of small and 
mid-sized enterprises (SMEs) in their intention to adopt RFID technology. Despite RFID technology’s 
promise in the literature, healthcare organizations are still in the early stages of using this RFID technol-
ogy (Carr et al., 2010; Yao, Chu, & Li, 2012). Moreover, it has been viewed that there is a lack of studies 
discussing the antecedents, mediators, and moderators of RFID adoption intention in healthcare services.

Keeping in mind these research gaps, this chapter aims to highlight the role of RFID technologies 
in the healthcare sector. It discusses the antecedents, mediating, and moderating factors affecting RFID 
enabled application adoption intention with a proposed conceptual framework. The remaining part of 
this chapter is structured as follows: first, the literature review on RFID adoption intention has been 
discussed, followed by a proposed conceptual framework, research methodology, discussion, the theo-
retical and practical implications of this study, and lastly, the conclusion and future research directions 
are being presented.

LITERATURE REVIEW

RFID is a wire-less auto-identification and data capture (AIDC) technology that includes optical recogni-
tion, barcoding, biometrics, touch or contact memory technology, and card technology (Burbano et al., 
2009). RFID tools and technologies use radio-frequency to find tagged items via wireless transmission, 
which can be automatically tracked. RFID tags assist in individual item identification. RFID technolo-
gies are embedded in the packaging of products (Burbano et al., 2009).
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For the patient-care process, RFID technologies help collect biological data information, blood 
tracking, monitoring signs, and patient environments (Reyes, Li, & Visich, 2012). Previous literature 
discussed RFID adoption in the context of various purposes. Sharma et al. (2007) integrated the models 
proposed by Iacovou, Benbasat, and Dexter (1995) and Teo et al. (2003) and adapted them to explore the 
context of RFID adoption. Bensel et al. (2008) and Pigni and Ugazio (2009) discussed RFID adoption 
for potential benefits and business performance. Krasnova et al. (2008) and Tewari and Gupta (2020) 
used case studies to discuss RFID adoption intentions. Madlberger (2009) studied the antecedents of 
RFID adoption intention by firms and other aspects such as perceived internal and inter-organizational 
benefits, expected future cost of RFID, firm size.

During the Severe Acute Respiratory Syndrome (SARS) epidemic in Taiwan, hospitals benefited 
by adopting RFID technologies for patient care and analyzing the workload of medical staff (Tzeng et 
al., 2008). RFID-based solutions help in tracking patients and improving patient care. In Italy, pharma-
cies provided customers passive 13.56 MHz RFID cards to create health diaries and track prescription 
purchases. Hassinen and Marttila-Kontio (2008) highlighted the RFID bracelets and wireless sensors 
for automating documentation processes, and Chowdhury and Khosla (2007) studied the use of wrist 
bands for patient identification purposes.

Earlier studies discussed the benefit of RFID in a multitude of areas, such as reducing labor costs 
through improved real-time visibility (De Marco et al., 2012), lead time variability within the supply 
chain (Chang, Klabjan, & Vossen, 2010), and facilitating the promotion or cross-selling of new products 
more effectively and efficiently (Wong et al., 2012). Moreover, improved customer satisfaction Bhat-
tacharya et al., 2010), customer loyalty (Lee, Fiedler, & Smith, 2008), inventory management (De Marco 
et al., 2012; Reaidy, Gunasekaran, & Spalanzani, 2015), patient care, security, and safety (Reyes, Li, & 
Visich, 2012). Yazici (2014) explored how RFID Technology can help meet hospital real-time asset and 
information management requirements. A systematic review was done to study RFID applications and 
issues in the health care industry (Fosso Wamba, Anand, & Carter, 2013). Fosso Wamba et al. (2015) 
also identified and rated the critical technological, security and privacy, and financing issues related to 
RFID-enabled health care transformation projects. Reyes, Li, & Visich (2016) researched the antecedents 
and outcomes of RFID technology in the health care sector by surveying 88 health care organizations.

RFID helps mitigate drug counterfeiting, simplifies the clinical trial process, improves patient identi-
fication accuracy, eases inventory management, streamlines patient tracking, improves communications 
between caregivers and patients, and eradicates the risk of administering the wrong medications. RFID 
also plays a vital role during surgical procedures as it helps surgeons and operation theatre staff track all 
required devices in a matter of seconds. RFID offers many advantages over existing technologies such 
as bar codes, which are ‘read-only.’ At the same time, RFID tags are ‘read-write.’ This means bar codes 
must be individually read. In contrast, groups of RFID tags are read simultaneously (Verdict Medical 
Devices, 2017). A few limitations of RFID technologies such as its cost, cannot withstand extreme 
temperatures, the requirement of Internet, and electricity requirements. Moreover, the lifespan of RFID 
tags depends on replaceable batteries.
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CONCEPTUAL FRAMEWORK DEVELOPMENT

Antecedents

Psychological Characteristics

New technology adoption in an organization is driven by the user’s need, conceptualized by terms like 
need-pull and technology push (Zmud, 1984). The literature on total quality control (Blauw & During, 
1990) and benchmarking adoption (Forker & Mendez, 2001) also suggests that adopting new practices 
increases to mitigate the firm’s existing problems. In turn, these problems can create a perception of a 
performance gap that establishes the relevance of need-pull.

Holmqvist and Stefansson (2006) argued that RFID implementation could reduce handling costs, 
facilitate identifying items within the operational premises, and improve process design. Other advantages 
include real-time tracking and faster replenishment of items (Spekman & Sweeny, 2006), thus reduc-
ing stockout chances. Keeping in line, healthcare organizations face a myriad of operational issues viz. 
critical patient safety, the pressure to reduce operational costs, prevent counterfeit drugs, reducing time 
for nurses and hospital management to source and locate medical equipment, assessing the utilization 
rate of the equipment, reducing errors in laboratory tests, inventory losses due to unnecessary waste and 
theft (Yazici, 2014). Operationally complicated issues such as blood management and distribution can 
be benefitted by utilizing temperature-sensitive RFID tags using real-time tracking data thus, ensuring 
that only blood stored in optimal temperatures can be distributed to the patient (Wicks, Visich, & Li, 
2006). These issues can be categorized under three heads- control and management of assets, monitor-
ing people, integration of people, and assets that can be addressed by RFID application (Mogre, Gadh, 
& Chattopadhyay, 2009).

Technological Characteristics

Rogers identified five key technological factors- ‘relative advantage,’ ‘compatibility,’ ‘complexity,’ 
‘observability,’ and ‘trialability’ that play a prominent role while adopting or rejecting IT innovation 
(Rogers, 1995). Relative advantage is the degree to which an innovation can be beneficial to the orga-
nization. Compatibility is the degree to which an innovation can be implemented within the existing 
business processes and systems. Complexity is the degree to which an innovation is complicated to use. 
Observability is the degree to which results are visible after implementing the innovation. Trialability is 
the degree to which an innovation allows experimentation to be possible. But, relative advantage, com-
patibility, and complexity were found to have a significant and consistent relationship with innovation 
adoption (Tornatzky, & Klein, 1982).

In RFID adoption intention, a relative advantage is the most cited facilitator (Sharma, & Citurs, 2005) 
and predictor (Premkumar, & Roberts, 1999). In healthcare systems, RFID application increases effi-
ciency in the healthcare delivery process, thereby saving time and reducing data entry errors (Bunduchi, 
Weisshaar, & Smart, 2011), facilitating the identification, keeping track and trace of the patient (Fisher, 
& Monahan, 2008); reduce patient care errors such as a mismatch in medication distribution, medica-
tion dosage and allergies caused from the drug (Thuemmler, Buchanan, & Kumar, 2007; Tu, Zhou, & 
Piramuthu, 2009); facilitate monitoring, tracking and tracing of blood during management and distribu-
tion from the blood bank to healthcare unit (Najera, Lopez, & Roman, 2011). Furthermore, integrating 
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RFID also has an indirect positive benefit on inventory handling viz, reducing stockouts, reducing time 
in sourcing misplaced items, and losing items due to theft (Yazici, 2014).

Brown and Russel (2007) and Wang et al. (2010) have suggested high compatibility as an essential 
predictor of RFID adoption intention. Combining RFID technology along with current operational 
practices such as barcode-based data collection can bring a magnitude of improvement within the 
organization (Niederman et al., 2007). Although resisting this change may act as a grave issue for its 
implementation (Ngai et al., 2007).

On the contrary, complexity negatively affects adoption intention (Premkumar & Roberts, 1999). 
Many organizations’ RFID implementation is still in the nascent stage, thus creating a lower level of 
confidence among people (Ngai et al., 2007) that may lead to the assumption that bar code is sufficient 
(Yazici, 2014). Technological obstacles due to false reads arising from the presence of electromagnetic 
interference, security obstacles such as availability of secured data storage and communication channels 
between RFID readers and tags, and delay due to slow cultural change of nurses and employees in the 
healthcare facility make RFID implementation complex (Yazici, 2014).

Organizational Characteristics

Organizational characteristics is a widely studied antecedent in technology adoption intention literature. 
In this regard, firm size has been extensively studied (Masters et al., 1992) as a key finding that plays a 
vital role in technology adoption intentions. The advantage of having more resources in finance, slack, 
and technical expertise makes it easier for larger firms to adopt new technological practices (Rogers, 
1995). On the other hand, small firms take up new technology under different circumstances (Jun, & 
Cal, 2003), such as when coming under pressure from their bigger trading partners (Iacovou, Benbasat, 
& Dexter, 1995). Several case studies argue that even smaller firms apply RFID if the business processes 
are closed-loop in nature or gain a competitive advantage (Madlberger, 2009). In healthcare systems, 
RFID implementation can yield a significant improvement in efficiency by reducing unwanted medical 
errors, enabling a higher level of patient care and safety, and maintaining regulatory compliance (Yazici, 
2014). Thus, RFID can yield a competitive advantage over others.

Environmental Characteristics

Competitive pressure, competitive environment, the firm’s geographic location, and standards and 
regulations are the key environmental factors studied in IT adoption (Fosso Wamba et al., 2016). Com-
petitive pressure as a factor of IT adoption intention is suggested in multiple studies (Sharma, Dominic, 
& Benn, 2008; Wang, Wang, & Yang, 2010) and as one of the best (Jeyaraj, Rottman, & Lacity, 2006). 
Adopting IT, innovations in situations of market uncertainty facilitates organizations to be more agile in 
responding to competitive threats (Sambamurthy, Bharadwaj, & Grover, 2003) and creates an edge in a 
competitive environment (Chau, & Tam, 1997). The healthcare industry faces uncertainty in changing 
government regulations, privacy issues of patients, moving to electronic record keeping, and volatile 
relationships between doctors, hospitals, and insurers. This provides an opportunity for RFID imple-
mentation to improve overall efficiency, thus, attaining a strong position in the uncertain environment 
(Cao et al., 2012). Coronado, Acosta, and Fernández (2008) argue that the firm’s geographical location 
and the availability of technological opportunities create a positive attitude towards adoption intention.
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Applied Information Systems

Previous studies have found technical readiness to be an antecedent of technology adoption (Madlberger, 
2009) referred to as the available resources- financial and technological in the firm; people and physical 
assets; and different understanding of technology (Iacovou, Benbasat, & Dexter, 1995; Zhu, Mukhopad-
hyay, & Kurata, 2012). Current IT innovations require sophisticated technology levels, and, for attaining 
benefits, RFID requires the same. Therefore, for successful implementation, the prerequisites will be 
advanced levels of information system capabilities.

Expected Future Costs of RFID

Frequent inhibitors of RFID are the high cost involved hindering firms from taking a back seat (Saran, 
2005). Driedonks et al. (2005) considered a negative relationship between perceived costs and the inten-
tion to adopt RFID. A tag ranges between 4 cents to as high as $50, and tag readers can cost from $1000 
to $3000 (Yazici, 2014). As such, it is imperative to consider expected future costs and not concentrate 
on present costs during RFID implementation (Madlberger, 2009).

Mediators

Perceived Benefits of RFID

Perceived benefits of RFID are two-pronged: perceived internal benefits and perceived inter-organiza-
tional benefits. In the context of perceived internal benefits, implementing RFID technology improves 
automation efficiency, productivity improvements, and labor costs. Li and Benton (2006) observed that 
decisions for technology adoption and cost and quality performance of the hospital have a significant 
relationship. Measures related to cost focus on reducing patient costs, handling inventory to reduce stock-
outs, higher capacity utilization, and labor productivity. Furthermore, RFID adoption reduces errors in 
the data entry process, reducing overall steps in the healthcare delivery process, and increasing overall 
efficiency (Yazici, 2014). Therefore, maintaining a favorable relationship between cost and perceived 
internal benefit will positively affect RFID adoption intention (Madlberger, 2009).

Moderators

Industry Sector

The industry sector and the firm’s country can influence the strength of the relationship that the an-
tecedents have on RFID adoption intention. The country’s structure- infrastructure, legal policies, the 
education system will play a significant role in influencing the decisions taken in IT adoption invest-
ment (Coe, Helpman, & Hoffmaister, 1997). Previous literature has also found a connection between a 
firm’s willingness to adopt IT innovation based on its industry sector (Harland et al., 2007; Oliveira & 
Martins, 2010).
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Managerial Characteristics

Adopting IT innovation in an organization depends on the quality of Managerial functionaries’ (Marcati, 
Guido, & Peluso, 2008). The age factor of Managerial functionaries plays an important role in adopt-
ing and using IT-based technologies to improve organizations. According to former studies, with the 
advancement of age, the ability to handle/process complex information slows down. As such, they do 
not show interest in adopting new technology because they must acclimatize with the changing work-
ing environment for which they have to re-learn things to perform their activities (Venkatesh, Sykes, 
& Venkatraman, 2014). On the other hand, adopting new technology is a valuable addition to young 
managers’ working environments for their recent education and learning capabilities (Kitchell, 1997).

Consequences

RFID Technology Adoption Intention

The 21st-century health care system’s critical goal is the adoption of IT and its effective use in the 
healthcare sector (Menachemi, & Brooks, 2006). Technology adoption intention at the firm level is 
prominently studied under two models viz. Diffusion of innovation (DOI) (Rogers, 1995) and technol-
ogy, organization, and environment (TOE) framework (Tornatzky, Fleischer, & Chakrabarti, 1990). At 
the firm level, the DOI theory reflects how innovation spreads within a social system. The rate has a 
significant relationship with individual-level characteristics (e.g., manager-leader), structural features 
of the organization, and external organizational characteristics (Rogers, 1995). Technological context, 
organizational context, and environmental context are the three aspects determined by the TOE framework. 
These aspects influence how an enterprise adopts and implements technological innovation (Oliveira, 
& Martins, 2011).

Multiple studies show that RFID implementation has led to benefits in automation, improvements 
in productivity, patient and labor cost reduction, efficient inventory handling, thus, reducing stockouts 
and losses, patient safety, reducing data entry and laboratory tests errors, reduced loss due to theft and 
critical operations like blood management and distribution (Yazici, 2014). The perceived performance 
gap can be addressed only indirectly through the mediation of perceived benefits, resulting in RFID 
adoption intention. This is dependent on the levels of satisfaction that the firm has on the current op-
erational processes and systems. Schon (1967) and Zmud (1984) studied that factors like need-pull and 
technology-push facilitate technology adoption intention. But when considering need pull factors, Rai 
and Patnayakuni (1996) found it indirectly related to technology adoption. Technological adoption inten-
tion has been studied extensively. It is stated that to pace with the more significant trading partners, the 
smaller firms tend to adopt innovation (Iacovou, Benbasat, & Dexter, 1995), thereby having the advan-
tage of experiencing various technological opportunities (Jun, & Cal, 2003). Menachemi and Brooks 
(2006) propounded that implementing IT in the healthcare system is the paramount goal of the century. 
The health care system will be experiencing fewer errors (Yacizi, 2014) and would have transparency 
and efficiency with the RFID adoption (Reaidy, Gunasekaran, & Spalanzani, 2015; Madlberger, 2009), 
leading to potential safety savings (Sherer, 2010).
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METHODOLOGY

RFID technologies play an important role in the efforts against COVID-19 and possibly add to solutions 
faster than we would otherwise attain in various fields and applications. As the outburst of the epidemic, 
there has been a rise in the study and use of RFID technologies in many areas. In addition, the advents 
of machines powered by RFID technologies have already robustly influenced the healthcare industry, 
and the effects of its adoption in hospitals have been a highly debated issue. This chapter addresses 
how the various factors (psychological factors, organizational factors, human factors, technological 
factors, external factors, institutional factors, and supply chain readiness factors) affect hospitals’ RFID 
technologies adoption intention. For the same purpose, a conceptual framework is proposed in Figure 1 
that represents the antecedents, mediating, and moderating factors affecting RFID-enabled application 
adoption intention.

Figure 1. Conceptual Framework of RFID Adoption
Source: Authors
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DISCUSSION

Previous works revealed a call for further research from the practitioner viewpoint, which has been 
inspired via actual life applications to accept what implements RFID in the healthcare industry (Ferrer, 
Dew, & Apte, 2010; Zhu, Mukhopadhyay, & Kurata, 2012). Several scholars focused on the significance 
of client approval and executed the TAM model for proper use or acceptance of RFID and its comparable 
techniques (Fisher & Monahan, 2008; Hossain & Prybutok, 2008). Indeed, Sykes, Venkatesh, and Rai 
(2011) argued about their intended societal network viewpoint, which is derived from peer approval, 
the contribution of staff in affecting how the scheme is arranged and organized, improved their knowl-
edge of technical know-how and its use. The present chapter corroborates with the earlier work in user 
approval and discloses relevant findings for adopting RFID techniques, specifically in the Healthcare 
industry. The chapter describes that RFID may be planned and implemented by considering the specific 
requirements of hospitals. This chapter addresses the impact of various factors (psychological, techno-
logical, organizational, and environmental) affecting hospitals’ RFID technologies adoption intention. 
A conceptual framework is proposed representing the antecedents, mediating, and moderating factors 
affecting RFID-enabled application adoption intention.

A few previous studies depict that the directors who operate the hospitals understand and agree about 
the real-time locating, recording, and tracking of relevant patient health-related data before actual adop-
tion. Thus, identifying and examining patients throughout their health healing was established as the 
most important real-time data requisites, along with hospital staff workflow constraints.

This fact supports a few works suggesting RFID uses at bed face, emergency wards, tracking the sur-
gical patients, watching severe patients, and contacting health check-up staff (Fosso Wamba, Anand, & 
Carter, 2013; Yao, Chu, & Li, 2012). Thus, regarding asset-related requisites, requirements for tracking 
objects such as pumps, biologicals, and implants, which are usually used for patients, are pursued via 
archiving and recovering charts of patients. Similarly, tracing of the equipment that is not working and 
proper safeguarding are also essential requisites. Therefore, RFID adoption benefits facilitate decreasing 
response time, increasing safety, ease of tracking the assets and patients to enhance efficiency, and added 
to patient satisfaction via answering in good health to patient appeals and grievances.

Regarding psychological characteristics, RFID intensive people tracking is much about to answer 
in enhanced reply to patient requirements, increased patient relief, and superior contact among patients 
and health check-up staff in hospitals. It is also consistent with earlier work by Reyes, Li, and Visich 
(2016) and Bunduchi, Weisshaar, and Smart (2011) that described the advantages of RFID tools on pa-
tient security, concern, and ultimate satisfaction. Reyes, Li, and Visich (2016) argued that RFID tools’ 
upcoming implementers were deemed to increase patient care with superior assistance. Further, this 
works also defined that the health care group not employed RFID during their study but believed it was 
put into action shortly. Consequently, if healthcare organizations’ key objective is to enhance patient 
satisfaction, spending in RFID tools for real-time person recognition, watching patient healing and thus 
is more beneficial.

Further, as a part of technological, organizational, and environmental characteristics, the following 
are observed in the literature. There should be an association shortly outlay in patient data systems and 
RFID effectiveness, and further patient liking reveals the significance of IT infrastructure before RFID 
adoption. It is in line with Van der Togt, Bakker, and Jaspers (2011) that suggested RFID infrastructure 
device, which consists of information systems and RFID hardware tools. In addition, it also shores up 
results of the study of Kim and Garrison (2010) that managerial willingness facilitated monetary resources 
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and technical understanding are entirely connected with the RFID assessment stage, which sequentially 
is connected with RFID adoption. Moreover, Adhiarna et al. (2013) pointed out that it is critical that the 
organization’s IT structure, software, and hardware completely adapt during the initial steps of RFID ex-
ecution. The spending on information systems, which will be afterward incorporated with RFID hardware 
and software, contributes more to user approval and identification of the technology-related benefits.

Additionally, it is established in the literature that the perceived competence, efficiency, and system 
enhancement advantages of RFID tools significantly link with asset and person-related real-time data 
requisites. It is based on the fact that improved competence, efficiency may be achieved via meeting 
real-time people and asset tracing/placing/watching requirements. It is also consistent with a few studies 
cited previously (Bunduchi, Weisshaar, & Smart, 2011; Reyes, Li, & Visich, 2016) and described how 
the enhancement in competence, efficiency, patient security, workflow, preparation, and management 
might be achieved via RFID enabled tracking tools. These tools are time spent locating mobile phone-
based medical tools, time spent stocking tools, identifying where the equipment requires intermittent 
continuation and robotically/mechanically watching patients’ crucial symptoms and emergencies. Every 
staff person’s workflow requires gathering information about workflow and inefficiencies, tracking staff 
movements, checking the patients and visitors to know if somebody was getting in touch with patients 
with infectious diseases, and reducing the message gap among doctors, nurses, and other medical person-
nel staff. A few mediators and moderators of RFID technology adoption intention are also presented in 
this chapter. Among the mediators, the most affecting are perceived Internal benefit, Inter-organizational 
benefits, applied information systems in logistics, and expected future RFID costs. These all partially 
or fully contributed to mediate between the different factors identified (psychological, technological, 
organizational, and environmental) and RFID technology adoption intention. Further, manager charac-
teristics in terms of their age, gender, and education may moderate RFID technology adoption intention.

IMPLICATIONS OF THE STUDY

Theoretical Implications

This study will help to address a few research gaps. Literature reveals a scant number of researches re-
garding RFID application in healthcare services; this study will be contributed to close the gap. Again, 
this study develops a conceptual framework development that can further be tested. Further, the pres-
ent study stresses applying technology (RFID) to solve the problems faced by society by following the 
Government and World Health Organization’s guidelines and SOPs during the COVID-19 situation.

Practical Implications

The adoption of RFID technologies is used for service delivery, operational efficiency, improved op-
erational capability, and useful intelligence data. Healthcare efficiency depends on operational and 
informational improvement that leads to “lean health care management.”

This chapter guides healthcare service managers to understand the importance and use of RFID tech-
nologies for patients’ caring and tracking. Again, RFID’s increased significance during the pandemic 
COVID-19 can guide managers to implement it in other hospitals. Managers from other service sectors 
can also use the study to learn the issue of RFID adoption intention.
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It has been viewed that more awareness campaign about the use of RFID among healthcare workers is 
needed. The hospitals can also consider different training programs for different users to improve RFID 
acceptance among healthcare workers. The training program may be organized for more innovative users 
with a higher inclination towards technology adoption.

CONCLUSION

The present chapter is focused on the determinants of adoption intention in the context of RFID appli-
cation in the healthcare industry. This study highlights the antecedents, mediators, and moderators of 
RFID adoption intention, contributing to the emerging literature on RFID adoption intention. Although 
there is increased focus on RFID technology adoption in the health care industry, its intention to use for 
minimizing service employee-patient contact, service delivery, and service recovery happen to be crucial 
in the context of a pandemic- SARS and nCOVID-19, which is stressed as future research scope by the 
researchers. Thus, this study focuses on health care sectors’ RFID adoption intentions and contributes to 
the existing research by identifying the determinants that significantly impact RFID adoption intention 
in healthcare services during the COVID-19 pandemic. This study is exploratory, and future research 
may empirically test the inter-relationship among the factors in the proposed conceptual framework in 
any empirical context.
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KEY TERMS AND DEFINITIONS

Benchmarking: Mainly applied in business, it is a process of measuring key metrics and practices 
and comparing them.

DOI: The acronym of Diffusion of Innovation consists of spreading the innovation inside and outside 
the organization.

RFID Technology: Acronym of Radio Frequency Identification is defined by a technology applied 
to patients that helps store wireless data and automatic retrieval, which helps identify, track, and store 
data and the barcode system.

SOP: The acronym of Standard Operating Procedures defines how to behave in specific emergencies 
and situations.

TOE Framework: It is formed by the combination of technology, organization, and environment.
Total Quality Control: It consists of integrating efforts toward improving performance at every level.

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



214

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

Chapter  11

DOI: 10.4018/978-1-7998-7689-2.ch011

ABSTRACT

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, pur-
chase 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.
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INTRODUCTION

The concept of social enterprise (SE) is becoming more well-known globally with the relevance and 
attention to the concept increased dramatically in the wake of the global pandemic of 2020 (Bacq & 
Lumpkin, 2020). The role that SE can play both economically and as a driver of social well-being is 
substantial is not overlooked by the government of China, which has increasingly shown willingness 
to encourage social entrepreneurship and SEs (Yu, 2013, 2016; Zhao, 2020). In the 1990s, the concept 
of SE was still novel in China (Lee, 2009). With the development of the nonprofit sector, which was 
encouraged by the Chinese government in recent years, those traditional nonprofit organizations (NPOs) 
are changing themselves to newer and more dynamic forms, which adopt commercial or market mecha-
nisms to resolve social problems (Evers, 2005; Tian et al., 2018). The market sector has become stronger, 
and importantly, there are some new forms of organizations named social enterprises (SEs) appearing 
(Young, 2001). According to the Organization for Economic Co-operation and Development (OECD), 
SE can be defined as “an organization that operates outside the purely private business and state sectors,” 
and integrated with the explanation of “a kind of business-like activity with a social purpose (Young, 
2001). Thus, SEs’ core values are located in the middle of “social value creation” and “economic value 
creation” (Alter, 2006), which means SEs aim to provide social value to the welfare or public by using 
the earned profit which is from the for-profit sector of the organization (Wang et al., 2015)

This paper aims to research the awareness of SEs activity. Due to the social structure of China, SEs, 
and other social sector organizations historically receive little attention (Howell, 2007; Ma, 2005; Wang 
et al., 2015). However, awareness has increased in recent years with the increased cognition of the close 
relationship between firms’ operations and the impact on society, including such factors as pollution 
management and benefits to disadvantaged people (Muttakin & Khan, 2014). Many countries have 
highlighted SEs as business strategies to overcome the problems related to the environment and balance 
the development and protection of natural resources (Türkel et al., 2016; White et al., 2017).

During the COVID-19 pandemic in 2020, many SEs, including pharmaceutical and transportation 
companies, played a significant role in their regions to help society. This chapter seeks to explore public 
awareness of those activities and determine whether people would change their cognition to SEs as a 
result of the COVID-19 pandemic.

LITERATURE REVIEW

SEs in China

The emergence of SEs in China has transpired for several reasons. First, the unequal development be-
tween urban and rural China has spawned a series of social problems that cannot be easily resolved. As 
a result of these and other issues, SEs have emerged to respond to social needs (Ma, 2005). Second, sup-
port and encouragement from the government are conducive to SE formation. Since 1978, the Chinese 
government has increased the availability of economic subsidies provided to public sectors, which has 
also contributed to the emergence of SEs (Ma, 2005). Third, because of the development and affluence 
of Chinese society, consumers have more options in their purchasing activity. Many of them prefer to 
purchase from nonprofit SEs, which is not limited to selecting private or public SEs. These purchasing 
behaviors are not all aimed at saving money but instead can be seen as seeking products or services from 
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organizations aligned with their personal values. As merchants, SEs aim to achieve philanthropic goals, 
satisfying their desires to help society (Lee, 2009).

Finally, international achievements by SEs have contributed to cultivating the spirit of social entrepre-
neurship in China. Zhao (2016) reported that Lv Zhao had participated in the Skoll World Forum held at 
Oxford University in 2006 and then led the work of training others in the development and operation of 
Chinese nonprofit institutions. The Skoll Centre for Social Entrepreneurship, which aims to promote the 
advancement of social entrepreneurship worldwide, cooperates with the International Forum on Social 
Entrepreneurship held at Zhejiang University. Lee (2009) proposed the building of potential relationships 
between Chinese and European social entrepreneurship development initiatives.

Tian et al. (2018) proposed that SEs emerged in China in the 1990s because of the ideology of the 
New Public Management (NPM). Zhou (2016) suggested that the Chinese government’s move towards 
market-oriented mechanisms (e.g., authoritative procurement, philanthropic ventures, contract tendering) 
in public sectors to diversify the services and increase the efficiencies of the transitions of activities in 
the services sector. Thus, SEs emerge in China as a result of five nonprofit sector trends: marketization 
of NPM, the growing awareness of corporate social responsibility, the appearance of privatizing the 
public social welfare institutions, the emergence of public interest venture capital, tri-partnerships, and 
global cooperation (Tian et al., 2018).

The Cognition Degree of SEs in China

According to Defournay and Nyssens (2006), SEs do not have a clearly defined and well-accepted 
definition; however, the standard cognition of SEs is that their primary goal is to benefit society. The 
definition of SE has changed in China, according to Chinese people’s understanding. In the past, Chi-
nese governmental sectors and the public were not familiar with SEs, but knew the concept of nonprofit 
institutions which aimed to do philanthropy. Therefore, people tend to understand the SEs’ practical 
purpose, benefit others, but overlook its organizational form in which financial sustainability is sought 
(Zhao & Wry, 2016). However, with the recent changes in the perceptions of Chinese society, people’s 
acceptance and understanding of SEs have increased.

In China, SEs can be considered institutions that work outside the general two sectors: the private and 
state sectors. Young (2001) finds that it takes a series of operations to reach the social or philanthropic 
purpose. SEs are organizations with a social or philanthropic mission: the attainment of which will benefit 
the public. Among other goals, SEs aim to provide social help for vulnerable groups such as low-income 
groups, disabled people, children, women, homeless people (Pache & Santos, 2012; Zhao & Wry, 2016).

H1: Cognition degree has a significant impact on public awareness of SE.

Lee (2009) reported that SEs are nonprofit institutions that offer goods or services as part of a business 
model to reach their goals of benefiting society. SEs have two primary purposes: to serve the community 
or the environment and maximize profit (Muñoz & Tinsely, 2008). The customers’ purchasing intentions 
are positively related to SEs’ primary purposes. To satisfy the compatibility goals with their ethical and 
moral values, customers prefer to choose SEs that serve society or the environment.

H2: Purchasing intention has a significant impact on public awareness of SE.
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SEs’ two purposes are not in conflict but are fulfilled concurrently. By distributing profits to share-
holders, SEs receive the opportunity of reinvestment and achieve sustainable development instead of 
waiting for a subsidy from the government (Kim & Lim, 2017). SEs in China tend to be more sustainable 
than traditional Chinese philanthropic institutions because Chinese SEs have reinvestments to support 
sustainable development (Wang et al., 2015).

Classification of SEs in China

The classification of Chinese SEs has different categories and standards. According to Lee (2009), the 
current Chinese regime identifies the SE into four constitutional parts: non-governmental and nonprofit 
organizations, cooperative institutions, social welfare corporations, and community service departments. 
Non-governmental and nonprofit organizations include social organizations, foundations, and civil 
non-enterprises organizations. Social organizations and civil non-enterprise organizations are voluntary 
organizations that work on not-for-profit social activities. At the same time, foundations are identified as 
not-for-profit civil organizations that utilize donated assets to be engaged in philanthropy (Lee, 2009). 
Cooperative organizations are not-for-profit organizations that have small scales, such as worker coop-
eratives. Social welfare corporations refer to SEs, including those aiming to provide job choices for the 
disabled to satisfy their life demands (Yu, 2020). It is one of the most popular forms of SE in China. 
Lee (2009) claims that the government supports community service activities at various levels in China. 
They offer social services to the public (e.g., elderly care services, construction of infrastructure for basic 
sanitation, and other related facilities).

Based on the level of integration within social activities and commercial events, Alter (2006) pro-
posed that SEs are classified into three parts: externality, integration, and embeddedness. Embedded SE 
refers to SEs with similar meanings of social programs and business activities by achieving financial and 
social profits simultaneously. Leung et al. (2019) attribute integrated SEs as SEs whose social programs 
overlap with business activities. Assets, spending, and attributes often are shared in the overlap part. For 
external SEs, business activities are excluded from social programs. They are comparatively dependent 
but supportive. Business activities offer to fund the holding of social programs (Alter, 2006).

Importance of SEs in China

There is no consensus around the definition of SEs currently because researchers are still finding the 
appropriate location for them in the market and trying to get more awareness from the public; however, 
in Carroll’s well-known theory (1991), SEs commit to seeing the public as their stakeholders and think 
about bringing more benefits when they operate the company (Frederick, 2006; Griffin, 2008). The 
importance of the social benefits can be shown by the benefits they bring to society.

Economic Sector Benefits

According to Bui (2010), in research-based in Vietnam, which is also categorized as a developing country, 
SEs’ activities helped the public become sensitive to social issues. The results showed that two-thirds 
of the participants have increased purchasing intention towards products that look or are indicated to 
be “green” or “clean” (Suki, 2016). When consumers act on their purchasing decisions, social benefits 
will be one of the factors that influence them. This means that SEs’ products will be more popular and 
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presumable will achieve greater commercial success (Pop et al., 2020). Most customers confirmed their 
intention to buy products from SEs because of the information communicated by SEs on the internet 
or other public places (Bui, 2010). SEs can use such methods as social media to increase their brand’s 
popularity and perceived value to increase economic development, which will distribute to society (Mu-
nerah et al., 2021). The pattern in research findings shows that SEs help society increases the degree of 
ethical morality and make more people aware of the significance of SEs (Bui, 2010).

Environmental Benefits

Minimizing environmental damage is one of the core objectives of SEs, and sustainability in the en-
vironmental aspects requires maintaining the natural balance, which includes conserving the diversity 
of species, preserving the natural resources needed for support of the biological systems, and human 
society to ensure that nature can self-renew (Kim & Lim, 2017). SEs are devoted to producing and trad-
ing sustainable products such as green organic vegetables, green livestock and poultry, and innovative 
biodegradable handicrafts (Yu, 2020). Although those kinds of products may not be manufactured on a 
large scale, the primary purpose of producing them is twofold: firstly, as experiments to gain expertise in 
biodegradable and green manufacturing techniques, and secondly, to expand the scale with which such 
products can be produced and marketed to increase the popularity of those products among the public 
in the future (Yu, 2016). Thus, SEs’ activities can help society divert the resource base and release the 
pressure on intensive limited resources. There is a broader recognition that most economic activities are 
closely related to environmental impact, which means SEs will operate their businesses while paying 
attention to those concepts of environmentally friendly operations such as clean production (Jackson, 
1993), eco-efficiency, and innovation in the design of manufacturing processes or services in order to 
minimize the use of resources and the subsequent pollution (Vickers, 2010).

Social Sector Benefits

The third perspective of benefit brought by SEs is the social sector. It mostly includes the governance 
issues like institutional values, board identity, the method and criteria for recruiting board members, 
board function, and arrangement of profit distribution (Yu, 2020, 2013).

Institutional Value

For the SEs which were taken into the analysis proceeding, none of them consider values of demographic 
participation and stakeholder engagement as their organizational mission. Instead, they looked highly at 
the institutional values which prioritize performance enhancement, especially for the business-focused 
SEs. Those SEs generate revenue through business trading activities in the market, maintaining com-
panies’ financial sustainability. Still, their performance-orientated value has been expressed clearly by 
providing some social benefits services, such as using the profits gained from business trading activi-
ties, for example, to help children with dyslexia and reading disabilities (Yu, 2013). When considering 
the institutional value, it is essential to consider what type of value the organization’s goals include and 
how it should be distributed to the stakeholders (Wieland et al., 2016). The kind of governance applied 
for SEs shows that the profit distribution is significantly different from the profit-driven business model 
(Buchanan et al., 2018). SEs comply with ethically based self-restrictions on profit distribution by in-
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vestors. Also, some SEs’ founders support giving up benefits and distributing most of the revenue to 
employees or some other combination of stakeholders, generally to alleviate the gap of wealth (Yu, 2013).

Public Awareness of SEs in China

The Occurrence of Public Awareness of SEs in China

According to Tian et al. (2018), the concept of SEs has been occurring in China since the 1990s due 
to the implementation of market-oriented mechanisms by the Chinese authority. However, during that 
time, the public awareness of this newly introduced concept is weak. Later, during the first decade of the 
2000s, the words “SE” incorporated the Chinese public policy and official discourse, which attracted 
public awareness of SE (Man & Terence, 2011).

Well-publicized conferences issued professional periodicals, and important events increased public 
awareness of SEs in China. Due to various conferences and official symposiums, the public awareness 
of SE occurred in 2004 in China. In 2006, the International Conference on Social Innovation held in the 
Chinese capital Beijing received active affirmation from the Chinese authorities. The ideas of develop-
ing SEs to solve social issues (e.g., poverty, unemployment) then become a hot topic for many officials 
and even the public (Man & Terence, 2011). In the same year, David Bornstein’s book How to Change 
the World (Bornstein, 2007) was published in China to inspire many Chinese SEs to offer social help by 
establishing SEs (Yu, 2020). The year 2008, identified as “The Year of Civil Society,” is the special year 
that increases the Chinese public awareness of SEs. In 2008, the 5.12 Wenchuan Earthquake in China 
indirectly attracted the public’s attention to SEs, such as the Red Cross Society of China (Yu, 2020).

The Development of Public Awareness of SEs in China

Both non-governmental organizations and Chinese authorities make efforts to develop Chinese public 
awareness of SEs. Non-governmental organizations in China attempted to offer certifications to SEs to 
help them receive support from the public. Because of the absence of legal certifications and regula-
tory approval, earlier Chinese SEs were not widely recognized by the people in China (Yu, 2020). To 
solve this problem, the first unofficial SE Certification was launched by five well-known organizations 
in China at the annual China Charity Fair, which helps the application of SEs in China. Xia (2019) ar-
gued the SE certification inspires social entrepreneurs and increases the numbers of Chinese SEs. Also, 
this certification develops public awareness of SEs by having SE-certified symbols on their goods and 
marketing collaterals(L. Yu, 2020). With the development of the economic market and the populariza-
tion of corporate social responsibility, more and more Chinese corporations tend to have philanthropic 
activities to benefit others. Also, more and more individuals in China work in philanthropy and invest 
in Chinese SE (Chan et al., 2013). Therefore, public awareness of SEs in China increases based on the 
effort of non-governmental organizations or individuals.

Chinese authorities issued a series of regulatory guidelines to develop Chinese SEs and strengthen 
the public recognition of SEs in China. In 2017, Chinese authorities launched ‘Beijing Social Enterprise 
Initiatives’ to accelerate the development of SEs in China (Tian et al., 2018). Yu (2020) points out that 
the Beijing municipal administration issued a SE Certification program to provide official certifications 
for SEs in 2018. According to Meyer (2018), this program revealed that Chinese SEs are recognized 
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from the institutional and governmental levels. The official recognition of Chinese SEs promotes public 
awareness of SEs in China.

The Deficiencies of Public Awareness of SEs in China

Due to the lack of a widely recognized standard, the classification of SEs is not precise, which led to 
incorrect public awareness of SEs in China (Tian et al., 2018). The current categories of SEs in China 
cannot capture part of the characteristics of SEs. Also, under the current Chinese system, the law does 
not recognize SEs as a unique legal entity but treats them as organizations with the purpose of doing 
philanthropy (Lee, 2009). In China, owners of SEs can register SEs as business companies, Civil Non-
Enterprise Units, social welfare institutions, farmers’ cooperatives, and individual educational organiza-
tions (Yu, 2013). However, these complex classifications can reduce public awareness of SEs in China 
(Defourny & Nyssens, 2006).

Costanzo et al. (2014) argued that SEs are motivated to achieve financial and philanthropic goals, 
implying that SEs will face more considerations. For most entrepreneurs, it is not an optimal invest-
ment because SEs sacrifice part of the economic benefits. As a result, few entrepreneurs in China will 
invest in SEs. Due to this reason, and compared with traditional business corporations, the scale of SEs 
in China is small; thus, the public has fewer opportunities to get in touch with SE, implying low public 
awareness of SE (Davies et al., 2019).

Public Interest in SEs in China

Chinese Customers’ Purchasing Behavior

Concerns for environmental and health issues have become one of the top topics for various societal stake-
holders since the early 1770s (Grunert, n.d.). Almost all the populations around the world are worrying 
about the hazardous impacts of environmental deterioration, which has a big impact on their enjoyment 
of life (Alsmadi, 2007; Dagnoli, 1991; Skrentny, 1993; Yang et al., 2019). Chinese citizens, especially 
those who reside in urban areas, have realized the importance of ecological well-being (Chan, 2001). 
According to the survey taken by Ye (Shieh et al., 2018; Wang et al., 2017), over 75% of the Chinese 
customers expressed their strong intention to purchase social or environment-protective products from 
SEs, and over 90% of enterprises showed their willingness to be SEs to sell green products (Sun et al., 
2020). The survey results indicate that the development of SEs in China is exceptionally potential (Chan 
& Lau, 2002; Zhu & Sarkis, 2016).

The food industry is one of the most obvious fields which showed Chinese customers’ purchasing 
intention on the products from SEs (Peng et al., 2015). Food safety problems, including adulteration, 
fraud, and misleading advertising, have frequently been reported during the last five years, and those 
problems have become a deep concern for the public. With the food safety regulations and administrative 
intervention, actions have been taken by the Chinese government, the awareness of the food-safety prob-
lem, and the interest in buying eco-friendly food has widened up (Leggett, 2020; Qi & Ploeger, 2019).
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Interest in Social Factors

Social factors can be defined as elements that are beneficial to society, such as enterprises’ respon-
sibility for the environment, sustainable development, or public health. Those factors can be used as 
the foundation for the increased interest in SEs. Since China’s economic reforms and opening up after 
1978, the problem of balancing economic development and protecting the environment has become a 
big challenge (Fumero et al., 2018). Although the Chinese government put forward some regulations on 
alleviating pollution and increasing the use of non-fossil fuel-based energy, the country is still struggling 
to achieve the ambitious goal of decreasing energy consumption and pollution emissions (Jennings et al., 
2011). However, with the trend of using eco-friendly energy and promoting a green lifestyle, Chinese 
people paid more attention to those issues and were interested in learning about the reasons that cause 
the pollution and other social factors (Li et al., 2019). Some studies have also shown that the awareness 
of social and environmental problems would inspire the public to change their lifestyles and increase 
their interest in eco-friendly products produced by SEs (Brounen et al., 2014; Gadenne et al., 2011; Von 
Borgstede et al., 2013).

Cognition of Emerging Purpose

With billions of under-privileged people, a growing number of entrepreneurs want to create innovative 
business models to create social value to help them (Chandra et al., 2021; Dees, 2007). The results of 
those efforts can transform the poor and underprivileged into producers, create job opportunities and 
family income for them, provide safe drinking water and food supplies, and provide opportunities for 
access to education and health care services (Sodhi & Tang, 2011). That can be seen as one of the main 
drivers of the emergence of SEs (Hockerts, 2017; Tiwari et al., 2017). Another emerging purpose of 
SEs is that SEs may be considered to connect with micro-entrepreneurs to fill gaps in the supply chain 
(Sodhi & Tang, 2011). How SEs are viewed as a success factor in business is of interest because a com-
prehensive supply chain’s importance extends well beyond its immediate transactions (Marshall et al., 
2015; Sodhi & Tang, 2011).

Another factor in the growing awareness of SE is the importance of gaining access to financial back-
ing through the banking and credit system (Sullivan Mort et al., 2003). Based on the core premise of 
transforming the poor into producers, some new banking and lending models have emerged, including the 
Grameen Bank in Bangladesh, based on the belief that the poor are reliable and trustworthy because they 
are willing to work hard to change their lives (Faizah & Husaeni, 2019; Hossain, 1988). Thus, those kinds 
of banks became SEs to make loans for the small entrepreneurs and promote those businesses, starting 
up SEs. With the increased awareness and interest in SEs and green lifestyles, entrepreneurs are more 
likely to start up SEs to create social value and make better living standards for the whole society (Sodhi 
& Tang, 2011). The creation of social benefits can also be used to increase the entrepreneurs’ reputa-
tion and drive revenues that may ultimately be used to create profit and add social value (Alter, 2006).
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SEs’ Behavior during the COVID-19 Epidemic in China

The SE is identified as “an initiative of social outcomes established by farseeing social entrepreneurs” 
by Yunus, a Nobel Laureate (Chen and Kelly, 2015). SEs receive high social recognition because of their 
social values, and SEs, which aim to serve communities, the environment, and societies, are essential 
catalysts for surmounting social challenges (Boolkin, 2017). For example, SEs were advanced in provid-
ing specialized support, including integrating citizen’s information, transferring assistance resources, 
and maintaining cohesive communication within communities during the COVID-19 pandemic in China 
(Shen et al., 2020).

Shenzhen LianDi Accessibility Co., Ltd, is a certified B Corporation in China engaged in testing, 
consulting, and training. “The vision of this company is to help everyone work and live in an accessible 
information environment” (Certified B Corporations, 2016). It offers systematic accessibility solutions 
for citizens and provided adequate visual information for visually impaired persons through the internet 
during the COVID-19 epidemic in China. First Respond, the first Chinese SE that received a B Corps 
certification, provides online courses for first aid training and related media, such as a course on the 
proper use of masks during the COVID-19 pandemic. BottleDream, a SE that disseminates information 
regarding the importance and opportunities related to social innovation to young people, organized an 
online team to assist 5 million Wuhan citizens who were outside Wuhan (Shen, 2020). Chinese SEs are 
doing their best to assist China in overcoming the risks of COVID-19 and in order regions of the world 
(Saiz-Alvarez et al., 2020).

These and other SEs in China attempted to make contributions in their fields during the COVID-19 
Pandemic outbreak. Their assistance was reported to be of value to Chinese society during the 100-day 
lock-down period in Spring 2020 and the ensuing months of economic recovery.

H3: The impact of cognitive social benefits on SE awareness is more substantial during the COVID-19 
pandemic.

H4: There is a positive relationship between purchasing behavior and interest in SE.
H5: There is a stronger positive relationship between the social factor and interest in SE during the 

COVID-19 pandemic.
H6: There is a stronger positive relationship between emerging purpose and interest in SE during the 

COVID-19 pandemic.
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CONCEPTUAL FRAMEWORK

ANALYSIS/RESULTS

Data was gathered through an online survey and analyzed below using a combination of statistical 
methods. The primary data was collected from 608 anonymous online surveys where respondents self-
selected to participate. The data was gathered via the popular online social media platform WeChat. 
The respondents were self-selecting and were assured of anonymity. The instrument used was adapted 
from prior related research and used; cognition degree, purchasing intention, cognitive social benefits 
to measure awareness and purchasing behaviors, social factor impacts, and emerging cognitive purpose 
to measure the public interest in SEs. The respondents were 61% female and 38% male. The largest age 
group represented was the 20-30 group which comprised 74% of the sample. The 20 age group comprised 
16% of the sample, and the 31-40 group, 3%. The 41-50 age group was 6% of the total. The educational 
level of the respondents was overwhelmingly college-educated with 85%, with 2% at postgraduate level, 
6% with the junior college or technical school education, and 5% with high school education.

The Impact of Cognition Degree on Awareness of SEs

The survey results present the mean score of cognition (Mean = 4.02) and standard deviation (SD = 
1.77) and indicate that cognition degree can significantly impact awareness of SEs (adjusted R2 = .55, 
p < .001). Since results have been collected for the condition of before COVID-19 only, H1 is partially 
supported.

Figure 1. The conceptual model
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Figure 2 shows the distribution of subjects’ responses of cognition degree. Figure 3 demonstrates the 
relationship between cognition degree and awareness of SEs.

Figure 2. Cognition degree on a scale of 1-7

Figure 3. The relationship between cognition degree and awareness of SEs

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



225

Social Enterprise Awareness, Perception, and Purchase Influence in South East China
 

The Impact of Purchasing Intention on Awareness of SEs

The survey results capture the significant difference between the self-rated scores of purchasing inten-
tion before (Mean = 4.92, SD = 1.48) and during (Mean = 5.21, SD = 1.40) COVID-19 (t = -3.58, p < 
.001). Figure 4 shows the mean comparison of purchasing intention.

Assuming there is a difference between people’s awareness of SEs concerning purchasing intention 
at different stages, two separate regression models have been developed to demonstrate the relationship 
before and during COVID-19. Both analyses have found the significant impact of purchasing intention 
on awareness of SEs (before COVID-19: adjusted R2 = .18, p < .001; during COVID-19: adjusted R2 = 
.29, p < .001), as shown in Figure 5 and Figure 6. Thus, H2 is fully supported.

The Impact of Cognitive Social Benefits on Awareness of SEs

The survey results reveal that cognitive social benefits during COVID-19 (Mean = 5.26, SD = 1.24) is 
significantly lower than before (Mean = 5.57, SD = 1.21; t = 4.30, p < .001). Figure 7 shows the mean 
comparison of purchasing intention.

Assuming there is a difference between people’s awareness of SEs in relation to cognitive social 
benefits at different stages, two separate regression models have been developed to demonstrate the 
relationship before and during COVID-19. The impact of cognitive social benefits on awareness of SEs 
is found to be much stronger during COVID-19 (adjusted R2 = .37, p < .001) as compared to before 
(adjusted R2 = .04, p < .001), as shown in Figure 8 and Figure 9. Thus, H3 is partially supported in the 
condition of during COVID-19 only.

Figure 4. Purchasing intention during COVID-19 is significantly higher than before
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Figure 5. The relationship between purchasing intention and awareness of SEs (before COVID-19)

Figure 6. The relationship between purchasing intention and awareness of SEs (during COVID-19)
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Figure 7. Cognitive social benefits during COVID-19 is significantly lower than before

Figure 8. The relationship between cognitive social benefits and awareness of SEs (before COVID-19)
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The Prediction of Awareness of SEs Based on Cognition Degree, 
Purchasing Intention, and Cognitive Social Benefits

The results reported in previous sections, focusing on the impacts of proposed factors on awareness of 
SEs, indicate that awareness of SEs can be predicted by cognition degree, purchasing intention, and cog-
nitive social benefits, given some of their impacts found to be significant before and during COVID-19. 
Figure 10 illustrates the predictive model of awareness of SEs, using cognition degree and purchasing 
intention as two effective predictors before COVID-19. Figure 11 depicts the relationships between 
purchasing intention, cognitive social benefits, and awareness of SEs. Please note that only the impacts 
that have been measured and tested to be significant are presented below.

Taken together, the patterns regarding how awareness of SEs is impacted by these factors, including 
cognition degree, purchasing intention, and cognitive social benefits, vary across the two time periods, 
before and during COVID-19.

The Impact of Purchasing Behavior on Interest in SEs

The survey results present the mean score of cognition (Mean = 3.82) and standard deviation (SD = 
1.79) and indicate that purchasing behavior can significantly impact interest in SEs (adjusted R2 = .55, 
p < .001). Since results have been collected for the condition of before COVID-19 only, H4 is partially 
supported.

Figure 12 shows the distribution of subjects’ responses to purchasing behavior. Figure 13 demonstrates 
the relationship between purchasing behavior and interest in SEs.

Figure 9. The relationship between cognitive social benefits and awareness of SEs (during COVID-19)
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Figure 10. Cognition degree and purchasing intention can determine awareness of SEs before COVID-19

Figure 11. Purchasing intention and cognitive social benefits can determine awareness of SEs during 
COVID-19

Figure 12. Purchasing behavior on a scale of 1-7
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The Impact of the Social Factor on Interest in SEs

The survey results show that social factor during COVID-19 (Mean = 5.30, SD = 1.31) is significantly 
higher than before (Mean = 4.75, SD = 1.36; t = -7.14, p < .001). Figure 14 shows the mean comparison 
of social factor.

Assuming there is a difference between people’s interest in SEs in relation to social factors at different 
stages, two separate regression models have been developed to demonstrate the relationship before and 
during COVID-19. The impact of social factor on interest in SEs is found to be relatively strong during 
COVID-19 (adjusted R2 = .27, p < .001) as compared to before (adjusted R2 = .11, p < .001), as shown 
in Figure 15 and Figure 16. Thus, H5 is partially supported, in the condition of during COVID-19 only.

The Impact of the Emerging Cognitive Purpose on Interest in SEs

The survey results present the mean score of the emerging cognitive purpose (Mean = 5.26) and stan-
dard deviation (SD = 1.05). As we assume there should be no significant difference in the emerging 
cognitive purpose before and during COVID-19, we measured this variable in a general sense in the 
survey. But, based on the two separate regression models developed to test the relationship between the 
emerging cognitive purpose and interest in SEs, before and during COVID-19 respectively, this factor is 
more likely to have an impact during COVID-19 (before COVID-19: adjusted R2 = .08, p < .001; during 
COVID-19: adjusted R2 = .16, p < .001). Thus, H6 is partially supported.

Figure 17 shows the distribution of subjects’ responses to emerging cognitive purposes. Figure 18 
demonstrates the relationship between the cognitive emerging purpose and interest in SEs.

Figure 13. The relationship between purchasing behavior and interest in SEs
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Figure 14. Social factor during COVID-19 is significantly higher than before

Figure 15. The relationship between the social factor and interest in SEs (before COVID-19)
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Figure 16. The relationship between the social factor and interest in SEs (during COVID-19)

Figure 17. The emerging cognitive purpose on a scale of 1-7
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The Prediction of Interest in SEs based on Purchasing Behavior, 
Social Factor, and Emerging Cognitive Purpose

The results reported in previous sections, focusing on the impacts of the proposed factors on interest in 
SEs, indicate that interest in SEs can be predicted by purchasing behavior, social factor, and emerging 
cognitive purpose, given some of their impacts found to be significant before and during COVID-19. 
Figure 19 illustrates the predictive model of interest in SEs, using purchasing behavior, social factor, 
and emerging cognitive purpose as three effective predictors before COVID-19. Figure 20 depicts the 
relationships between purchasing intention, cognitive social benefits, and awareness of SEs. Please note 
that only the impacts that have been measured and tested to be significant are presented below.

Taken together, the patterns regarding how interest in SEs is impacted by these factors, including 
purchasing behavior, social factor, and the emerging cognitive purpose, vary across the two time periods, 
before and during COVID-19.

CONCLUSION AND IMPLICATIONS

The results of this research suggest that awareness of SEs and interest in SEs are impacted by the fac-
tors proposed in a theoretical model (see Figure 1) through different patterns. First, before COVID-19, 
awareness of SEs is more likely to be impacted by cognition and purchasing intention; however, cognitive 
social benefits have no impact. On the other side, during COVID-19, awareness of SEs is more likely 
to be impacted by purchasing intention and cognitive social benefits. The reason why cognition degree 

Figure 18. The relationship between cognitive emerging purpose and interest in SEs (before and during 
COVID-19)
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does not appear in the predictive model of awareness of SEs during COVID-19 is because this variable 
has not been addressed in our survey. Yet, why cognitive social benefits would not impact awareness of 
SEs during COVID-19 may need some further explanation. Overall, awareness of SEs has significantly 
increased during COVID-19 compared to before (before vs. during: 4.46 vs. 5.20, p < .001), which can 
be impacted by the proposed factors differently. Additionally, these factors can successfully predict 
awareness of SEs, which is considered one of the most significant findings of this research.

Second, before COVID-19, interest in SEs is significantly impacted by the three factors proposed, 
purchasing behavior, social factor, and emerging cognitive purpose. By contrast, because the impact 
of purchasing behavior has not been captured in the survey, the impact of this factor on interest in SEs 
is unknown. Besides purchasing behavior, the other two factors, social factor, and emerging cognitive 
purpose are found to have significant impacts on interest in SEs. Similar to awareness of SEs, interest 
in SEs has significantly increased during COVID-19 than before (before vs. during: 4.52 vs. 5.12, p 

Figure 19. Purchasing behavior, social factor, and the emerging cognitive purpose can determine inter-
est in SEs before COVID-19

Figure 20. Social factor and the emerging cognitive purpose can determine interest in SEs during CO-
VID-19
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< .001), which can be impacted by the proposed factors differently. Overall, all these factors, except 
purchasing behavior not tested in this work, can successfully predict interest in SEs, which is the other 
significant finding of this study.

Third, as a side finding of this work awareness of SEs and interest in SEs are not two exclusive 
variables. In particular, the correlation between these two outcome variables is strong in both periods, 
before and during COVID-19 (before: r = .43, p < .001; during: r = .75, p < .001). The results suggest 
that in future research, we can propose a more comprehensive model addressing the impacts of all pro-
posed factors, such as cognition degree and purchasing intention, on the perceptions of SEs, including 
awareness, interest, and perhaps, other additional concepts related to people’s understanding of SEs. To 
test this comprehensive model, regarding the attitudes toward SEs and people’s related knowledge and 
perceptions, more advanced analytical methods can be applied, and more detailed empirical results can 
be produced.

LIMITATIONS AND FUTURE RESEARCH

The sample size of this study is fairly strong. Still, the lack of diversity in the geographical location of 
the respondents could be a weakness due to variations in the implementation strategies for SEs in dif-
fering regions of China. A future study could explore the relationship between relative affluence and 
SEs awareness between different provinces of China. This study relies heavily on the perceptions of the 
respondents. While primary first-hand data is often valuable and useful, a future study using a longitu-
dinal methodology for data collection would be useful to validate the results of this research.
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KEY TERMS AND DEFINITIONS

B Corporations: They are hybrid companies defined as for-profit and are socially responsible beyond 
corporate social responsibility, as they make profits but not at the expense of stakeholders.

Beijing Social Enterprise Initiatives: Public funded program launched to accelerate the develop-
ment of social enterprises in China.

Embedded Social Enterprise: It refers to social enterprises with similar meanings of social programs 
and business activities to achieve financial and social profits simultaneously.

Foundations: Not-for-profit civil organizations that use donated assets to be engaged in philanthropy.
New Public Management: A type of public management is defined by incorporating market-oriented 

mechanisms (e.g., authoritative procurement, philanthropic ventures, contract tendering) in public sec-
tors to increase efficiency in the services sector.

Social Enterprise: It is a sort of organization defined by being operated outside the purely private 
business and state sectors.

Social Welfare Corporations: They are social enterprises focused on providing job choices for the 
disabled to satisfy their life demands.

Year of Civil Society: Officially set in 2008, it was the special year to increase the Chinese public 
awareness of social enterprises.
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ABSTRACT

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 ances-
tral 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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INTRODUCTION

Economic and social inequality points towards alarming prospects for the majority of the globalized 
world. More wealth is concentrated in the hands of 1% of the global population than in the remaining 
99%. Even more starkly, 62 individuals have amassed fortunes equivalent to the combined resources 
of 3.6 billion people, demonstrating the current lack of fairness in the redistribution of wealth and the 
need to introduce and develop an economic and social system within everyone’s reach (Oxfam, 2016). 
Economic models guided by private interests enable the accumulation of power and influence, obeying 
the common denominator of continuous growth (Passet, 2013; Piketty, 2014; Mason, 2016). There is 
a vested interest in maintaining methods for accumulating wealth by one part of the population-based 
on the dispossession of the rest of the globalized world (Harvey, 2007). Processes of labor exploitation, 
extractivism, pollution, and a sham collaborative economy are becoming the norm. The markets are 
gaining power, and endemic corruption is the rule rather than the exception (Luque, 2018, 2019). This 
pattern is repeated in Ecuador, where national poverty stands at 23.2% and extreme poverty at 8.4%. 
The poverty percentage reaches 40% in the rural sector, while extreme poverty stands at 17.7% above 
specific estimates (INEC, 2019).

As a result of this, today’s reality drives significant swathes of the population towards living standards 
far removed from models of anthropocentrism and consumerism. Certain corporations impose choices, 
trends, and tastes by their overwhelming offer of new products and services in the guise of modernity 
and necessity (Luque, 2017). They are driven to obtain the highest possible returns by promoting dis-
proportionate processes of individualism and consumerism in the face of existing inequalities (Acosta, 
2017). The Earth’s limits are broken by techniques such as extractivism of natural resources (and its 
consequences) and the associated continually rising pollution. Regulations favor transnational develop-
ments. According to Banerjee (2019), reducing taxes for companies to boost investments is a myth. By 
doing so, we are merely giving incentives to the rich who already have excessive cash reserves. Once 
again, we see that lowering taxes—for corporations—creates extra wealth for those who least need it. 
By the same process, millions of people are squeezed out of an economic and social system geared 
towards production. The enjoyment of leisure, holidays, and the family is unattainable for many global-
ized populations who lack the resources and time (Sassen, 2015). Business is protected over and above 
human rights, fostering competition to land the next order between factories, even within the same group. 
Governments desperate for investment create legislation favorable to transnational corporations (TNCs), 
compromising human rights and the general interest (Hernández Zubizarreta and Ramino, 2016; Oliván, 
2019; Luque and Herrero García, 2019).

Given this constant assault of the consume-dispose-consume mindset, the resulting social problems 
have led to solidarity initiatives such as cooperatives, mutual societies, associations, and all kinds of 
ancestral practices. In these, precedence is given to the redistribution of wealth, and collective values 
replace ownership by the few over the many. This fact stands in stark contrast to the traditional business 
paradigm in which wage differences between workers and CEOs can be of several orders of magnitude 
and decision making is concentrated in the hands of only a few.

Socially-based economic models arise spontaneously from the current needs or act as an escape 
valve for a production system that, by act or omission, forces some to look for alternatives. According to 
the Encyclical, Laudato Si: on care for our common home, by Pope Francis and Beroglio (2015, p.73), 
“Christian tradition has never recognized the right to private property as absolute or inviolable, and 
has stressed the social purpose of all forms of private property,” hence the need to explore new social, 
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political and legal horizons shifting from morality towards social regulations as a backdrop focused on 
eliminating vital imbalances.

Today, alternatives that are complementary to the private system are being created (Velecela, 2017). 
According to the International Cooperative Alliance (2019), cooperative members represent at least 12% 
of the global population and employ 280 million people worldwide and notably contribute to generat-
ing steady employment (CICOPA, 2014). The cooperative system is financially highly resistant and has 
a strong capacity for adapting to continually shifting social transformations and needs. These aspects 
arose from the First Industrial Revolution to provide male and female workers with fairer and more de-
cent work and protect them by establishing adequate welfare and social security systems (International 
Labour Organisation, 2019).

In Latin America, the processes of the Social and Solidarity Economy (SSE) of recent decades have 
acted as an essential element in building developmental models (Pianovi, 2012; Luque and Casado, 
2020). SSE processes have served as a vehicle between extreme poverty and an effective way out of the 
equality trap. They are based on social identity, including different organizational formats under alter-
native economic processes and social contextualization (da Ros, 2007). In Ecuador, the experiences of 
the solidarity economy are connected to a deep-lying history of ancient practices, many of which are 
dependent on the traditional indigenous economy (Jiménez, 2016; Luque, Ortega and Carretero, 2019). 
These origins have marked the way solidarity economy enterprises function in communities. They are 
expressed in many practices, such as cambio de manos and minga, that, while often overlooked, are es-
sential for the proper functioning of the local economy (Donoso, 2014; Yépez, 2015).

From 2008 onwards, under the new constitutional framework of the Republic of Ecuador, and until 
2017, an alternative model of development was promoted focused on human beings and nature. Article 
283 of the constitution states that the economic system is socially orientated and mutually supportive. It 
seeks a comprise between public, private, mixed-economy, and social and solidarity forms of economy. 
The SSE consists of the cooperative, associative, and community sectors (Constitution of the Republic 
of Ecuador CRE, 2008). This fact enables the enactment of regulations and the creation of institutional 
bodies to regulate, control, foster, and promote the sector. However, it has been a model in constant 
conflict since 2017. Public policies have chosen a new amalgam of contradictory terminology such as 
the “market social economy” when defining the economic model, juxtaposing the pejorative and the 
ameliorative in the same concept.

With this objective in view and following the central thesis of this research, an analysis was made of 
1) the public policies implemented in Ecuador and their compatibility with SSE institutions, specifically 
with those that base their activity on non-monetary economic transactions (in many cases of a marked 
indigenous origin); and 2) the traditional exchange methods based on non-monetary economic transac-
tions generated between those making up the Asociación de Productores Agropecuarios Micro Cuenca 
Mataderos [Association of Agricultural Micro-Producers of the Mataderos Basin], located in Loja’s 
Macará Canton and the Asociación de Servicios de Alimentación, Limpieza y Mensajería Inkan Samana 
(ASOINKAN) [Association of Grocery, Cleaning and Delivery Services, “Inkan Samana”] from Loja’s 
Saraguro Canton. An analysis was made of their sustainability and viability per se and the relationships 
established by the fulfillment of SSE policies within the framework of their entrepreneurial activity. 
Lastly, a detailed examination was made of the challenges faced by ancestral practices regarding their 
survival over time and the sustainability of their management while complying with constitutional precepts.
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Constitutional Framework and Institutionalization of 
the Social and Solidarity Economy in Ecuador

Because of the extreme levels of poverty and the erosion of principles and values (as opposed to focus-
ing solely on development), it is necessary to examine the new public policies that have emerged from 
Ecuador’s “Good Living” initiative (Buen Vivir), which seeks to “rebuild harmony and balance, and 
later create policies to protect the harmony and balance of life” (Huanacuni, 2010, p.58). Logically, 
over time, different forms of economic organization have emerged in Ecuador’s economy. Despite the 
scarce employment and social opportunities, these have survived amid a dominant economic system by 
adopting the SSE model. These endeavors seek to generate their subsistence-level work based on cultural 
legacies, the intrinsic organization of each community, or the dissemination of alternative social realities 
existing in rural and urban sectors. These include cooperatives, associations, and irrigation communities, 
among others (Sánchez, 2016).

The political instability in Ecuador from 1996 to 2006 saw seven presidents come and go. A profound 
financial crisis underlies this reality. The political uncertainty and economic recession of the last years 
of the 20th century brought on a mass exodus towards Europe and specifically towards Spain (Jokisch, 
2001). During this period, more than half of the private banks folded. On January 9, 2000, under the 
presidency of Jamil Mahuad, the US dollar’s adoption was decreed (25,000 Sucres were equivalent to 1 
dollar), with the subsequent exchange of all deposits. This aspect entailed a loss in the value of deposits 
held by citizens (Oleas, 2016). The scenario triggered the loss of confidence in private banking and the 
state by many citizens. The economic crisis prompted a move by many savers from the banking sector 
towards savings and credit cooperatives. The extent of the repercussions in favor of the cooperative fi-
nancial industry was that, during 1998 and 2006, fixed-term deposits rose by a yearly average of 58.48% 
(Miño, 2013). After this turbulent decade, Ecuador turned to a government that would offer the impetus 
of a more democratic economy and a society where the human being was above material interests. For 
the first time in Latin America, the year 2008 saw the approval of a constitution based on the ancestral 
vision of the Andean peoples. In general, Ecuador’s new constitution obliged the state and society to 
move toward Sumak Kawsay1, with a permanent commitment to caring for nature (Sánchez, 2012). The 
constitution, in article 283, declares that the economic system is socially oriented and mutually sup-
portive, thereby surpassing the concepts of market economy and market social economy expressed in 
the constitutions of 1978 and 1998 (Naranjo, 2016).

In Act number 055 of May 30, 2008, of the Montecristi Assembly, the construction of a social and 
solidarity economic system was shown to imply moving from an economy focused on the market and 
the accumulation of capital to one that prioritizes, above all, human life. This system would have to:

Guarantee economic sovereignty, gradual replacement of the extractivist model, recognition of human 
beings and their labor as the only real source of value, enable the strengthening of more supportive forms 
of exchange and promote consumer models that compromise neither our present time nor the material 
foundations of future generations (Assembly, 2008, p.8).

Nonetheless, despite the consecration of the SSE in the 2008 constitution, and despite the importance 
of articles 283, 309, and 311, the institutional structure of SSE processes has failed to be strengthened 
(Oleas, 2016).
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The Organic Law of the Social and Solidarity Economy (OLSSE), in article 5, establishes that the act 
of economic solidarity is carried out between organizations and their members to which the law refers, 
within the exercise of their activities corresponding to their corporate purpose. These do not constitute 
commercial or civil acts but supporting acts and are subject to the same legislation. On the other hand, 
article 139 establishes that acts of solidarity carried out by members of the organizations referred to in 
the law, as part of the performance of their corporate activities, are not considered taxable; however, 
acts and other operations carried out with third parties are subject to the common tax system. Article 
145 provides that regulations be issued separately for both the individuals and organizations making up 
the Social and Solidarity Economy, as well as the Social and Solidarity Financial Sector, and refer to 
the protection, promotion, incentives, operation, and monitoring of all relevant economic activities, in 
keeping with the regulations issued by other state institutions to protect the rights of users and consum-
ers. (Organic Law on the Social and Solidarity Economy, OLSSE, 2008).

Despite that which is stipulated in the OLSSE, in fulfilling its attributions and functions, the Ministry 
of Employment (ME) regulates the implementation of the Labour Law (LL) to all companies, including 
SSE associations to which it has issued sanctions for failure to comply concerning the non-recording of 
contracts of associations with their workers (article 28 of the OLSSE stipulates that members be also 
workers, a circumstance that does not lead to a relationship of dependence). Furthermore, as part of 
compliance with the LL, 15% of the overall profits must be shared among the workers, except when they 
are contracted by third parties (i.e., they are not members). The legal dilemma occurs when the workers 
are also members of the organizations. By including them in the distribution of profits, compliance with 
the ME would contradict their articles of association and, therefore, the OLSSE. This latter indicates 
that enterprises’ equity comprises 1) the original capital investment and 2) the total profits of the previ-
ous period. In other words, organizations are sanctioned by the ME if they fail to include members in 
the register of 15% of the profits while being admonished by the Superintendency of the Social and 
Solidarity Economy (SSSE) if they proceed with dividend distribution.

On the other hand, the OLSSE does not oblige organizations to enter employment contracts with 
their worker-members; instead, it currently invokes Internal Revenue Service resolution NAC-DGERC-
GC16-000003432, creating the Simplified SSE System, which establishes the following benefits: As is 
the case of organizations in the general scheme, they will issue purchase bonds to sustain acts of eco-
nomic solidarity, even if the members to whom these bonds are issued have a tax number, being able to 
consolidate the transactions with every member of the organization annually. This fact means that an 
employment contract does not need to be signed between the organization and the worker.

Some of the public institutions that contract SSE goods and services (mainly their financial managers) 
oblige managers of SSE organizations to provide proof of having complied with their Ecuadorian Social 
Security Institute (ESSI) (especially their financial managers) obligations before paying the amounts 
due under the contracts established. It should be noted that this requirement opens up the possibility 
that, on crossing the ESSI databases with those of the ME and following the obligations of the Employ-
ment Code, many members of the organizations who pay voluntary insurance and are also part of the 
Rural Social Security Scheme could incur difficulties in meeting these obligations. It is fundamental 
that the relevant authorities establish a common criterion when interpreting the legal regulations found 
in the constitution and the various organic laws, codes, and all other rules governing the actions of SSE 
organizations. This fact would avoid tensions and disagreement when SSE organizations endeavor to 
fulfill any obligation or restriction.
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Article 288 of the CRE states: “[…] Priority shall be given to domestic products and services, in 
particular, those originating in the Social and Solidarity Economy, and in micro, small and medium-sized 
production units”. In 2018, public procurement contracts worth 301.4 million dollars involved SSE ac-
tors. Among the prominent contract awards were cleaning and maintenance services of buildings (71.20 
million dollars), garment manufacturing services (54.3 million), food preparation and supply services 
for other companies and other institutions (40.6 million), other cleaning and maintenance services (27.0 
million), lightweight and mixed freight transport services (15.1 million), window cleaning services in 
houses and other buildings (8.3 million), services of painting building interiors and similar services (8.0 
million), carpentry (7.5 million), meter readings (7.4 million) and passenger transport services on routes 
with predetermined timetables (6.8 million dollars). In the same year, public procurement awards to the 
ten biggest national suppliers (which do not belong to the SSE sector) amount to 705.5 million dollars 
(SERCOP, 2019). In this analysis, there is no evidence of activity involving organizations in the rural 
sectors; it is clear, then, that the SSE sector constitutes a marginal production and commercialization 
niche. However, the SSE sector competes with consolidated market economy companies to supply goods 
and services to the state.

In public policy development, these envisage the introduction and development of programs in 
production, food, construction, manufacturing, tourism, services, and the social and solidarity financial 
sector. This translates as the Ecuadorian state’s decision to promote and strengthen the SSE employing 
1) promoting the transition from ways of organizing the social economy to ways of organizing the SSE, 
whether these be cooperative, associative, or communitarian; 2) articulating ways of organizing the SSE 
to strengthen and boost processes that produce, distribute, circulate, finance and consume goods and 
services; 3) consolidating SSE actors in social, economic and political subjects that promote processes 
of endogenous development articulated within the National Plan for Good Living (later renamed Toda 
una Vida [Lifelong]); and 4) consolidating SSE processes as triggers for the construction of the new 
alternative system of development and of the social and solidarity economy system, prioritizing work 
over the capital as the dominant axis of society (Ministry of Economic and Social Inclusion, 2013). 
There are also different measures for promoting the SSE, such as 1) the law on fostering production; 2) 
the law controlling market power; 3) the different resolutions of the SSSE and Institute of Social and 
Solidarity Economy (ISSE); 4) the BanEcuador finance project; and 5) the devolved organs of decentral-
ized regional governments (DAGs).

National Development Plan (NDP)

Article 280 of the Constitution of the Republic of Ecuador (2008) indicates that the NDP is the instru-
ment to which public policies, programs, and projects shall adhere. It determines the assigning of public 
resources, clearly mandating compliance for the whole public sector. From its first edition in 2007 through 
to the Lifelong Plan, published in 2017, the NDP promotes the objective of establishing, consolidating, 
and supporting the social and solidarity economic system (Senplades, 2019). The achievement of this 
objective is currently in a phase of political deceleration. According to Villalba (2019):

Ecuador is not at the stage of sustaining a consolidated solidarity system concerning the Good Living and 
Lifelong national plans. However, one of the 12 objectives for 2009-2013 and 2013-2017 was establish-
ing the social and solidarity system. If you read the project in detail, you will see that problems already 
existed, i.e., that there were no specifically consistent goals and policies. The title of the objective was 
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appropriate, but later the specific and political goals intended to achieve the object were unrealistic and 
at times somewhat incoherent, or in the majority of cases, non-existent. In other words, it was more a 
question of fostering the SSE than of transforming the system towards a social and solidarity economic 
system; that’s why the country is now at the stage of establishing that system. Of course, some things 
have been started, and they must be consolidated. Things that were shored up must be sustained, but, in 
general, the country is still in the process of building the system, and what has already been established, 
or has achieved some degree of consolidation, must be re-assessed.

Organic Law on the Social and Solidarity Economy (OLSSE)

The year 2011 saw the passing of the OLSSE, the law that Coraggio states “is possibly the most de-
veloped specific legal instrument of SSE institutionalization in the region” (2014, p.16). In article 2, 
the law states that, according to the constitution, all forms of an organization making up the SSE and 
the social and solidarity finance sector (SSFS) are governed by this law, as well as by the institutions 
commissioned by the state to proceed with SSE governance, regulation, monitoring, strengthening, 
promotion, and accompaniment. The purpose of the law, according to article 3, is to recognize, foster, 
and strengthen the SSE and the SSFS in their functioning and connection with the other sectors of the 
economy and the state (OLSSE, 2011). According to Andino (2013, p.15), this regulatory framework “is 
principally a mechanism to identify, govern and monitor the sector, as well as to reform the institutions 
that govern the sector, rather than a legal instrument to foster development, promotion, and incentives.” 
In an endeavor to bring about changes in the OLSSE, on January 23, 2017, the National Assembly of 
Ecuador presented the executive with the Bill Amending the Organic Law on the SSE. This text was 
rejected by the president at that time, arguing that:

We must point out that, despite the regulatory framework proposed in different spheres, it neither com-
prises all of the organizations involved with sufficient scope and extension, nor do we see that the typi-
cal particularities of the undertakings and activities of the individuals within the social and solidarity 
economy are included with sufficient accuracy. In this respect, a national debate must be launched. 
This reflection must necessarily consider those who have traditionally belonged to the sector (Bill of 
the Organic Law on Social and Solidarity Economy, 2017, p.2).

State Bodies Intervening in the SSE

In Ecuador, the Organic Law on Social and Solidarity Economy and on the Social and Solidarity Financial 
Sector created a number of institutions responsible for fostering, promoting and controlling the SSE, each 
with different functions, as follows: 1) the SSE Inter-institutional Committee, which defines the forms of 
organisation and coordinates public policies on development and control; 2) The Advisory Board, made 
up of the DAGs and SSE organisations by means of inclusive participatory processes; 3) the Social and 
Solidarity Financial Sector Control Board (this has an executive function and is made up of members 
of the Coordination for Social Development, for Economic Policy, and a delegate of the president of the 
republic); 4) the Superintendency of the Social and Solidarity Economy (SSSE), which has supervisory 
and monitoring functions; 5) the National Institute of the Social and Solidarity Economy (ISSE), which 
coordinates programmes related to the legislation on the SSE; and 6) the National Corporation of Social 
and Solidarity Finances, a body which provides financial services (Lanas, 2014).
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Ecuador’s constitutional mandate on SSE programs remains in effect, despite the lack of institu-
tions favorable to the establishment and development of the SSE. The OLSSE (2011), in article 142, 
establishes the Inter-institutional Committee (IC) as the governing body of the SSE and the SSFS. This 
body pertains to various ministries of state whose relationship with SSE processes is defined by the 
presidency. At the governance level, an effort has been made to connect the coordinating authorities of 
the IC’s economic, productive, and social aspects to carry out joint work. Still, their participation has 
been limited (Sánchez, 2016). On the other hand, article 46 of the same law determines that the SSSE 
will control the SSE and the SSFS. Table 1, Active Organisations, describes the active composition of 
the elements making up the SSE sector.

According to the interview with the former Superintendent of the SSE:

In recent years, there has been a very significant increase in new associations. Many of these have par-
ticipated in government procurement, enabling many people to obtain employment, means of production, 
economic activity, and, through these, improvements in their living conditions (Jácome, 2019). 

One of the bodies created is the National Institute of the Social and Solidarity Economy (ISSE). By 
way of example, the institute received investments of 7,094,389 dollars in 2014; 10,680,206 in 2015; 
4,496,140 for 2016; in 2017, the investment fell to 101,163 and for 2018, the figure was 533,014 (ISSE, 
2019). According to the interview with the former director of the ISSE:

The Institute has limited financial resources for executing the truly great needs of the sector. The public 
policy for the SSE is to recover its leading position through a public body such as the ISSE, but also 
through the SSFS and, above all, through the representation of this sector through SSE chambers, as-
sociations, and cooperatives; it is these who must recapture the importance of the sector in a country 
where the constitution states that there is a social and solidarity economic system (Zurita, 2019). 

Table 1. Active organizations

Active Organizations 2019 Percentage

Associations 11,915 77.38

Non-financial Cooperatives 2,730 17.73

Federations 4 0.03

Community Organisations 49 0.32

Networks 1 0.01

Integration Networks 29 0.19

Unions 51 0.33

Financial Sector Cooperatives 618 4.01

CONAFIPS 1 0.01

TOTAL 15,398 100

Source: Compiled by the authors based on data from the SSSE 2019a, the 2019 official register of the non-financial sector, and the 2018 
Financial Report.
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Table 2, Legislation, gives a chronological summary of the regulations created to foster the SSE in 
the last ten years.

Table 2. Legislation

Regulation Year Article Remarks

National Development Plan for the 
“Citizen Revolution”* 2007 11 Establishes a supportive and sustainable economic system.

Constitution of the Republic 2008 283 Declares a social and solidarity economic system at the national 
level.

Organic Law on the Food Sovereignty 
Regime 2009 14 Fosters agro-ecological and organic production utilizing training, 

credit, and commercialization.

Regulation of the Special Small-Scale 
Mining Regime 2009 44

Allows the National Mining Corporation to enter into contracts 
with SSE organizations or establish associations with persons 
carrying out individual mining activities.

Organic Code on Territorial 
Organisation, Autonomy, and 
Decentralisation

2010 4 Plans for participatory development to transform and boost the 
Social and Solidarity Economy.

Organic Law and Regulation on the 
Social and Solidarity Economy 2011 2; 4; 8 Determines who is protected by this legislation; sets out the 

principles of the organizations; determines who makes up the SSE.

Organic Law for the Regulation and 
Control of Market Power 2011 29 Supports and promotes the production of the Social and Solidarity 

Economy.

Organic Code of Production, Commerce, 
and Investments 2013 4 Democratizes access to production factors with an emphasis on the 

SSE and promotes social responsibility in microenterprises.

National Development Plan for Good 
Living 2013 8 Sustainably consolidates the social and solidarity system.

Mining Law 2014 137
Contemplates SSE associations to promote mining development 
in small-scale mines, emphasizing the principle of social 
responsibility.

Organic Law for the Public Service of 
Electric Energy 2015 10 Regulates the electricity sector in the business field that must also 

act through SSE companies and associations.

Regulation on the Suppression of 
Outsourcing and Labour Immediacy 2015 2; 4

Regulates the sale of complementary services (surveillance, 
security, groceries, delivery, and cleaning) from associations to the 
public sector.

Organic Law on Rural Land and 
Ancestral Territories 2016 22; 85 Regulates the right to land for the association sector.

The regulation implementing the Fishing 
and Fisheries Development Law 2016 1.3 Regulates how fishing associations are defined themselves as being 

part of the artisan ship-owning group.

Organic Law on the Government 
Procurement System 2016 25 Gives preference to SSE actors for the procurement of goods, 

works, and services.

The regulation implementing the Organic 
Law on the Government Procurement 
System

2016 16

Mandates SERCOP (the government procurement service) 
to establish criteria of preference for the SSE in government 
procurement (Resolutions 25 and 99) – Inclusive Fairs and 
Inclusive Dynamic Catalogue.

National Plan for the Development of 
Good Living 2017 4 Consolidates sustainability of the social and solidarity economic 

system and strengthens dollarization.

Source: Compiled by the authors based on Luque, Ordóñez, and Ruales (2017); *includes development plans that are not regulations.
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The legislation drawn up over the last decade in Ecuador endeavors to achieve viability in the pro-
ductive activities carried out by associations. Article 15 of the Organic Law on the Food Sovereignty 
Regime (OLFSR) states that the government must foster the agro-industrial production of small and 
medium-sized producers in rural areas, organized into associations (LORSA, 2009). This law is strength-
ened by directly relating to one of the goals of the decentralized regional authorities (DAGs) indicated in 
article 133 of the OLSSE. This states that these bodies are legitimately allowed to include the execution 
of programs and projects to foster the strengthening of these producers in their annual planning and 
budget. The laws for achieving the territorial promotion of the SSE are even more explicit, establishing 
that the goals of the DAGs within their territories should include “planned participatory development 
to transform the reality of and boost the SSE, to eradicate poverty, equitably distributing resources and 
wealth, and achieving Good Living” (COOTAD, 2010, p.8).

At a constitutional, legislative and institutional level, Ecuador has taken essential steps to strengthen 
the SSE. However, the actions generated by these authorities have limited scope in comparison with the 
free-market policies implemented from 2017 to 2019. The policies that drive the solidarity economy 
are framed along the lines of a market economy based on obtaining maximum profits, which raises the 
issue of a new hypothesis concerning the exciting possibilities of the solidarity economy in the current 
context within these combined interests (Jiménez, 2016).

THE CASE OF ECUADOR: HIGHLAND INDIGENOUS PEOPLES 
AND THEIR SOLIDARITY ECONOMY PRACTICES

Ecuador’s economic history during the colonial period was marked by the labor exploitation forced on 
the Native Americans from the Inter-Andean region by hacienda landowners3. Despite this oppression, 
the indigenous inhabitants were able to generate initiatives and express some of the behaviors typical of 
their forebears (although there is sometimes a tendency to forget their active role in inter-ethnic trade, 
their perception of objects and processes of exchange, the way they articulated these relations, the co-
operation between families and the distribution of tasks, etc., (Lanas, 2010). During the colonial and 
republican periods, the period of the haciendas distanced the indigenous people from their agricultural 
roots. However, in 1940, how the Native Americans of Otavalo continued to practice reciprocity through 
different exchange relations remained evident (Korovkin, 2002). Indigenous communities have differ-
ent ways of relating at the economic level: by reciprocity and not using money as a payment method 
(Donoso, 2014). These roots of cooperation and solidarity date back to the time of the Incas. Before 
the Spanish invasion and conquest, forms of voluntary collaboration were already in place among the 
agricultural collectives when carrying out community and family work. These expressions continue to 
exist in the rural sectors and are known as minga, cambio de manos, and trabajo mancomunado among 
others (da Ros and Flores, 2006).

Minga or Minka

Minga is a Quechua word that translates as the equivalent of “a meeting between people invited for some 
kind of work” and served as the basis of subsistence and coexistence of the ayllus4 (Guevara, 1957, p.22). 
It is an ancestral practice that has remained firmly in place over time (Obando, 2015) and constitutes 
the highest expression of indigenous reciprocity and forms the basis of Andean social organization; it 
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strengthens the community’s interests based on solidarity redistribution. Minga remains very widely 
practiced within the family and community sphere and is reflected at times of agricultural activity in 
building houses and in pre-construction activities (de la Torre and Sandoval, 2004).

Ranti-ranti (Lend-a-Hand)

This is a form of exchange involving the transfer of values, products, and work. Suppose someone 
shares some of their harvest with a person. In that case, the person receiving that harvest acquires the 
obligation to act reciprocally and deliver some of their crops to the other in return. This fact means that 
giving and taking are a never-ending cycle (de la Torre and Sandoval, 2004). The exchange is similar 
to the minga, with the difference that all of the community do not carry it out, but within the family or 
domestic unit. (Guamán, 2007).

Chucchir (Gleaning)

This is a practice carried out after harvesting, whereby poor people with no land can go to the fields to 
pick the farmed products (barley, wheat) left behind by the farming machinery (gleaning). The landown-
ers who allow this chucchir, in turn, increase their social capital, which they can use in the future. In 
other words, this practice is considered a transaction of moral credit to be repaid later (Ferraro, 2004).

P’aina

This is a kind of labor that can be carried out by an individual in a short time, such as sweeping, washing 
plates, making clothes, looking after a vegetable garden, among others; these actions allow the individual 
to receive food, agricultural products, or clothes in return (de la Torre and Sandoval, 2004).

Barter

This is also a historical practice found in ancient economies. It is a small or large-scale transaction and 
is present in different types of societies (Humphrey and Hugh-Jones, 1998). Barter is a form of non-
monetary exchange. All opportunities to buy and sell must be appropriately balanced; in other words, 
each bilateral exchange must be proportionate. The value of the article sold by each party equals the 
value of the purchase (Anderlini and Sabourian, 1998).

Uyanza

Here, those buying new clothes for the major indigenous celebrations must give their used clothes (uy-
anza) to the community’s most impoverished people or those helping with the celebration preparations 
(de la Torre and Sandoval, 2004).
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Uniguilla

This fact is the reciprocal exchange of farm products between different ecological regions based on an 
ongoing moral commitment between the parties involved. It is expected that the products will be received 
and reciprocated quickly (Ferraro, 2004).

Prestamanos (Lend-a-Hand)

It is a system whereby an individual asks others to hand in a task to benefit the person asking for help. 
The others lend their time and effort to completing tasks such as preparing land for sowing, harvesting, 
building houses, and helping to prepare celebrations, etc. During the day of the labor, the host provides 
food and drink for all those who have come to help them as a form of exchange for their work. During 
harvest time, the host will give part of the harvest to the people who have helped them. The person to 
have asked for help must be prepared to return the favor when asked. (Ferraro, 2004). The quality and 
quantity of payment are established depending on who benefits from the work. If the person were to 
refuse to fulfill their responsibilities, they would be qualified as a debtor, meaning that they would be 
in debt to those who helped them (Fonseca, 1974, p.88).

Changing from a capitalist system to a model focused on community and a sustainable format is a 
challenge with significant obstacles. Business logic and physical money have entered the lives of indig-
enous communities, but the forms of economic relationships existing between them refuse to disappear 
(Acosta, 2013). Given this reality, Andino (2014, p. 121) states that:

Without losing their emancipating character, the viability of these solidarity endeavors is one of the 
aspects to which we must pay most outstanding attention in our effort to position the Sumak Kawsay 
paradigm [….]. It is, therefore, a priority to strengthen their viability, which, at least for now, is geared 
towards achieving minimum sustainability within a capitalist system while deepening their emancipa-
tory character through an increasingly more complete application of the principles of Sumak Kawsay. 

METHODOLOGY

The methodology established for this work is far from typical. This fact is because the processes to 
be examined have no regulations within the conventional economic system. In addition, despite being 
understood, not all of the necessary information is available for their normalized analysis generates 
difficulties when attempting to access that information reliably, suitable for reproduction. Hence the 
complexity of the undertaking and the need to incorporate different research methods to obtain direct, 
indirect, and informal knowledge. The idea is not to compare the two case studies but to analyze them 
through processes of implicit contextualized ethnography. Both cases have their own identity and, de-
spite the particular connotations of each collective, the results may be valid for reproduction in other 
communities. An analytic-synthetic qualitative methodology was chosen based on breaking down the 
problem to analyze each part separately (history, regulations, group interviews). To make this a valid 
path for achieving the objectives indicated, the following steps were employed:
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1.  An extensive and exhaustive analysis was made of academic information to define the object of study 
(Rodríguez and Valldeoriola, 2007). An investigation was made of similar research by universities 
in Ecuador, such as the Simon Bolivar Andean University, the Central University of Ecuador, the 
Latin American Faculty of Social Sciences, the University of Cuenca, etc. Searches were also car-
ried out for works index-linked in high-impact databases (Wos, Scopus, and JCR) using Boolean 
search strings such as, for example, “Native American justice,” “indigenous culture,” “alternative 
economies,” “non-monetary economies,” “alternative exchanges,” “indigenous inequality,” “pov-
erty,” “Good Living,” “Montecristi Constitution,” “SSE Ecuador,” “public policies,” “economic 
sustainability,” etc.

2.  A descriptive analysis was made of the existing legislation to discover its evolution and scope, 
showing a clear development of SSE processes between 2007 and 2017 and 2017 to 2019.

3.  Participatory action-research initiatives were developed since the study was approached from an 
intentional and proactive perspective (Colmenares, 2012). While this phase of the process focused 
mainly on individuals, this was not exclusively the case, and interpretation of the interviews was, 
instead, the core element.

4.  The qualitative data were collected through interviews with focus groups. This is a scientific tool 
of recognized use and scope (Rabiee, 2004). The focus group was organized to learn about ances-
tral practices. It offered considerable advantages over other methods. It enabled the recording of 
information through feedback on the process between participants that might be missed if another 
methodology were used (e.g., personal interview, questionnaire, etc.).

5.  Furthermore, the focus adopted was easily accessible for researchers and participants (Krueger and 
Casey, 2014). Indeed, a great deal of theoretical and philosophical literature supports this approach 
(Draper, 2004). In this case, a group of people was selected who shared similar social characteris-
tics and were comfortable interacting with the interviewer and with one another (Richardson and 
Rabiee, 2001). The groups consisted of 8 people, aged between 38 and 53 years, from Saraguro and 
mixed-race groups within the Saraguro and Macará cantons. The interviews were carried out from 
April 15 to 17, 2019. The participants were invited to recall ancestral practices from their youth 
through to the present day, thereby making it possible to reach a deeper level of analysis (Morgan, 
1997) through interpretation of the information obtained (Fade, 2004) (as shown below).

6.  A theoretical study was made of the social phenomena before immediately proceeding with their 
substantive interpretation based on the taxonomy of incoherencies in the existing legislation, the 
public policies implemented, and the subsequent synthesis of the participants’ opinions.

Case Study Analysis

The Andean community economy enriches and provides content and strength to the solidarity economy. 
Its logic and approach to the family, which must be maintained throughout the community, makes it 
necessary to contemplate the collective as a whole even when no blood relationship exists. For example, 
all suffer if one of the members is ill or falls into poverty and if one of the parties no longer supports the 
community economy. The current culture of waste and the pillaging and destruction of nature brought 
about by humans requires an urgent sense of community coexistence to guarantee the lives of individuals 
and life on the planet (Andrade, Cáceres, and Vásquez, 2014). In this context, the productive initiatives 
of Ecuador’s SSE organizations are guided by principles focused on placing the collective before the 

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



255

The Social and Solidarity Economics, Public Policies, and Non-Monetary Economic Practices
 

individual interest and the precedence of work over the capital, based on relations of solidarity, coopera-
tion, and reciprocity5 (OLSSE, 2011).

1)“Asociación de Servicios de Alimentación, Limpieza y Mensajería Inkan Samana” (ASOINKAN) 
located in the Saraguro Parish, Saraguro Canton, in the Province of Loja, established on November 19, 
2013 (SPSE, 2019b). The association has 25 members (4 men and 21 women) and, according to its 
corporate purpose, is dedicated to the sale of cleaning and courier services, for which the state is its 
potential client; 92% of its members are Saraguro Native Americans, and 8% are of mixed race.

According to the Association members, in 1991 and 1992, the government helped by creating 
crèches in almost all of the communities in the canton. Thanks to these spaces, women could leave 
their children to work the land in the hills and look after livestock. Some of the women who are now 
part of the organization worked in these crèches, looking after children for up to twenty years. But in 
2012, the state changed the way these centers were run, leaving many women out of work; this situation 
prompted several of the former workers to create groups and look for work in institutions such as the 
Ministry of Economic and Social Inclusion (MESI), the ISSE and the SSSE, going on to shape what is 
now the ASOINKAN. Thanks to this initiative, the members have participated in government procure-
ment processes, becoming suppliers of outsourced food services for the Good Living Centres for Child 
Development (CDIBV), now called Centres for Child Development, promoted by the former president 
of Ecuador, Rafael Correa Delgado, who also implemented a state project enabling the acquisition of 
equipment to increase the productive capacity of the undertaking.

Traditionally, the association members live in communities such as San Jorge, Ilincho, and Kuisk-
inchir. According to their testimonials, these lands were bought by their parents, grandparents, and 
great-grandparents with the proceeds obtained from working and tilling the land:

The majority of our forebears saved the money they earned from their work and would put it away to 
buy land. Money was considered sacred, something that had to be kept, and today in our houses, we still 
use the saying, “silver to buy land.” They earned that money with their livestock, crops, and harvests. 
My grandparents had quite a lot of land, resulting from those savings and their effort (Medina, 2019a)6.

The land they bought was used for sowing crops, and that was the basis of the mingas:

When people saw that we were getting ready to work, they would come along to help, unsolicited, bring-
ing hoes and oxen; we young people would prepare cucayo (lunch) and take it to them, also doing our 
bit to help; we had set days for going to these mingas. The mingas were not only communal: families 
and neighbors would also help one another when sowing, harvesting, clearing scrub and building adobe 
houses. Sometimes up to 80 of us would gather to work in a minga so that a home would be built in no 
time; some would flatten the mud, others would cut and place the reeds, and we women would prepare 
the food (Medina, 2019b).

To prepare celebrations, there were priostes7 and muñidores8, and the guests would bring gifts in the 
shape of bags of rice, yucca, potatoes, and cabbage, among others, to help the person organizing the 
celebration. Even though the priostes and muñidores still exist today, the pinshir (help) offered when 
preparing celebrations is rare, and there is no longer widespread community participation. The same ap-
plies to an even lesser extent when referring to clearing scrub, sowing, harvesting, and building houses. 
Those interviewed consider that help in these aspects has also decreased:
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Today you have to pay for everything. For example, before, we would take our oxen to help at the min-
gas, and in exchange, the landowner would give you a rice dish with a roast guinea pig, cheese, bread, 
corn beer, and a bottle of alcohol. That was for the person who brought their oxen. Nowadays, if they 
have to get their oxen, the price is 70 dollars. And if you want them to plow the land, you also have to 
provide food for the animal owners. Before we shared things, today the oxen have to be rented and cost 
much more than renting a machine; a machine costs 20 dollars, so I prefer to use a device than oxen. 
Today you have to pay for everything; if you want to clear scrub, you can’t count on people coming to 
the minga anymore; instead, you have to find someone you can pay to do the job, and the same applies 
to the harvests (Medina, 2019c).

The Association considers that products obtained from the vegetable gardens and used to make up 
their diet were largely grain-based. They depended very little on shops. That’s why they remember how 
their parents and grandparents would barter; people from the warmer areas of the canton would bring 
yucca to exchange for pulses and grains, while others would travel from Saraguro to exchange fresh 
cheese for sugarcane panela. According to their testimonials, such practices are disappearing over time.

Regarding the non-monetary practices carried out by ASOINKAN for the sustainability of its busi-
ness activity, nobody is paid for the cleaning work according to the members who participated in the 
focus group. They, as the owners, wash the dishes, dust, and sweep and do not hire employees to do 
these activities. Between them, they carry out what they call “a daily minga,” enabling them to sell their 
services to the state. They buy materials and prepare and distribute food to children’s centers, thereby 
guaranteeing work for all. But an essential practice is Makitakushun (lend-a-hand), in which all contribute 
by carrying out different daily activities in the business. One of the youngest participants believes that 
the traditional methods of exchange carried out by her forebears are disappearing. According to another 
of the participants in the study, “I believe we no longer practice traditional methods of exchange, today 
money is more important.” (Cango, 2019).

2) Asociación de Productores Agropecuarios Micro Cuenca Mataderos. This association is located in 
the Mataderos district of Larama Parish, Macara Canton, in Loja Province. It was established on August 
23, 2013 (SPSE, 2019b). It has 23 members (3 women and 20 men) dedicated to farming and fishing 
according to its corporate purpose. All members of the Association are of mixed race.

The participants in the focus group consider that, 20 years ago, the support for the rural sector was 
poor, referring to the fostering of their productive initiatives. Such backing came from the president of 
the government at that time as a result of his political initiative and from institutions such as the Man-
comunidad Bosque Seco in the Macará Canton of Larama Parish and the ISSE. These were institutional 
actions that enabled the Association to start its cheese business. They say that to obtain that backing:

We realized that a legally established organization could launch projects and find openings in different 
public institutions. This fact encouraged us to create the Association and obtain the necessary backing 
to build a cheese-making factory. In exchange, we provided the workforce, which is why we love what 
we do; perhaps if they’d given us everything on a plate, we would not appreciate it today (Valle, 2019a).

The members of the organization, their parents and grandparents, have lived for decades in these 
territories, but they did not always own these lands:
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These lands belonged to a hacienda bordered the Sozoranga Canton; the owner was a Spanish man 
called Gustavo Samaniego. He would arrive on horseback, elegantly dressed; his lips were so red they 
looked as if they were bleeding. This man became the owner by buying the land at ridiculous prices, 
and once he had purchased the hacienda, he allowed us to live there, paying for the right to stay with 
our labor. My father worked for around 35 weeks a year at the hacienda, as did all farming families. 
Control of the weeks to be paid by the owner was recorded on a tarja (a piece of cane), as it was for 
everyone else. With the agrarian reform, the owners had to sell the land, and he sold 60 hectares to my 
father, not considering that he had worked that land for him for 40 years (Valle, 2019b).

Those who lived in the Mataderos district would organize mingas to do the sowing and would only 
use hoes; the hosts would provide the food and prepare the guanchana (liquor), and the guests would 
have to do the same when it was their turn to be the hosts.

My father would say to a few folks, “Come to a minga with me, my friend,” and they would prepare 
pork or goat meat and condensed milk. They would be given quite a lot to take home; they would also 
get coffee, lunch, and supper, and they were given a decent dish of large tamales and marzipan and 
other foodstuffs to take home. The work wasn’t paid, and people were grateful. The mingas were only 
organized at sowing and harvest time (Valle, 2019c).

The celebrations were hugely exciting occasions and would last for a week, with many people’s par-
ticipation. To build houses, each owner would do the work themselves with their family members, and 
professionals were rarely hired. According to the information gathered in the sector, the mingas have 
practically disappeared. But they still practice el vuelto (return of favors). Today, the celebrations last 
for a day and build houses; family participation is generally the norm. Furthermore, the way income 
is obtained has changed; whereas it used to be that, when there were no harvests, there was no money, 
today, thanks to the milk obtained from their livestock, income is weekly for those who are also involved 
in that activity.

When there were no harvests, there was no money to be had. That explains the bartering carried 
out by the parents of some members of the organization. According to their testimonials, they would 
exchange fresh cheese for agricultural products like yucca, banana, oranges, or plantains in the warmer 
areas. According to the same testimonials, bartering is rare in the community; given that, today, the rural 
sector also depends on the market.

Regarding the non-monetary economic practices carried out by the association to sustain their busi-
ness, they say that the minga was the best way to build their cheese factory, substituting money for labor. 
But they also say that their business activity is maintained by a traditional form of exchange known in 
the sector as cambio de manos or el vuelto, practiced by the women who make the cheese at the factory:

At work, we operate based on the cambio de manos system. Our business is made up of three women who 
produce the cheese; if a sudden situation means that one of us cannot come to work, she speaks to one 
or both of the others, asking us to lend a hand because she cannot go to make the cheese, saying that 
she’ll return the favor one day or whenever we want. It all works because it is reciprocal (Valle, 2019d).
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DISCUSSION

The Constitution of the Republic of Ecuador (2008) states that the national economy is a social and 
solidarity system, despite the incoherencies existing concerning its implementation and development. 
Villalba (2019) examines the lack of precision in the National Development Plans and points out the 
difficulties of shifting from a traditional economic system to a social and solidarity economic system. 
Today, Ecuador is in the process of establishing and consolidating the processes of sustainability of 
this “new system.” It is essential to point out that the OLSSE is more of a management tool or means 
of encouragement (including incentives) that will gradually enable this new economy to position itself 
(Andino, 2013). It is, therefore, the state that must take up the analysis of the project to reform this 
law, proposed in 2017, to achieve more refined and less theoretical elements based on the reality of the 
organizations making up the SSE.

The government has implemented myriad institutions and an array of legislation that recognizes SSE 
processes. However, in Jácome’s view (2019):

The state has acknowledged these actors in the constitution and some laws but has not given them rec-
ognition, despite knowing that they exist and appreciating the way they live, their principles, the way 
they function, and their identities. In practical terms, the state does recognize them by expressing in this 
constitutional mandate or the OLSSE policies, programs, and projects in favor of these organizations, 
which is where the process of recognition comes into play. Not recognizing them implies only looking at 
them from the point of view of production; the SSE sector must not therefore only be approached from 
the economic aspect, it must be considered integrally, redirecting the economic element towards the 
social, cultural, and political spheres, and that is what is not currently happening. 

Therefore, it is necessary to rethink the balance and harmony of public policies and prevent the or-
ganizational destructuring of the sectors making up the SSE instead of only focusing on strengthening 
economic aspects as the core element of well-being.

The two businesses in the case study correspond to specific government policies introduced by the 
Ecuadorian state to foster the solidarity economy from 2008. On the one hand, ASOINKAN operates 
successfully in government procurement and the co-financing projects promoted by the ISSE. At the 
same time, the Micro Cuenca Mataderos Association also successfully develops its activity based on 
the SSE programs and projects promoted by the Mancomunidad Bosque Seco association to build and 
strengthen organizations protected by the OLSSE. According to the SSSE (2019) and the official reg-
ister of non-financial sector businesses, Loja province has 382 active organizations. But in the last five 
years, only one organization in the province has received co-financing from the ISSE to strengthen the 
organizational aspect of the association and boost the productive capacity of the business, thereby high-
lighting the meager budget assigned by the state to promote the business activity of SSE organizations. 
According to Zurita (2019), the financial arm of the ISSE is too limited to respond to the widespread 
needs of the sector. Furthermore, its territorial impact is likely to be affected by the national cutbacks 
launched by the government this year.

In both case studies, the organization members believe that traditional practices of exchange are dis-
appearing. Dependence on the market inexorably pushes them to put a price on the services they would 
once have lent one another reciprocally, complementary actions focused on the sustainability of their lives 
and, therefore, of the community. The introduction of work in exchange for wages and micro-farming are 
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behind the rapid disappearance of the minga as a communal system of work among the Saraguro Native 
Americans (Patiño, 2012). Non-monetary economic practices such as the makitakushun (lend-a-hand) 
or el vuelto, minga, and barter are giving way, over time, to the pressures of the trading system in the 
era of immediacy. Thus, the logic of capitalism spreads to “all social relations until making it the basis 
of our lives” (Laval and Dardot, 2017, p.11).

CONCLUSION

Ten years into the constitutional mandate recognizing the economy of Ecuador as being a social and 
solidarity system, it is evident that the policies implemented during the period have concentrated on 
development (focused on supervision and control) rather than on implementing real changes to achieve 
transformation of the system (productive infrastructure) in its territories. The state must examine the 
processes established for shifting from a mercantilist system to a new economic system combining all 
of the social and economic realities implicitly developed by the Sumak Kawsay principles. In the post-
Montecristi Constitution era, it can be said that the work carried out in this decade has done nothing to 
build the solid pillars needed to ensure the consolidation and future sustainability of this political project 
as an appropriate instrument of change for the population of Ecuador as a whole, while also meeting its 
most pressing necessities. These needs arise from the established processes of persistent inequality, in 
turn, nourished by a de facto change in SSE policies between 2017 and 2019. Consistent changes in the 
consolidation of the market economy (despite the constitution indicating the contrary) support free trade 
agreements with made-to-measure arbitration tribunals and an evident dependence on external credit 
agreements that, once signed, are very difficult to reverse.

The state has sacrificed social and solidarity economic processes to social policy. They are considered 
an accessory and, to a certain extent, dispensable. Indirectly, Ecuador relates SSE processes to philanthropic 
methods in which the poor are helped according to capitalist principles rather than by economic policy 
as stipulated in the constitution. The current regulatory approach to the solidarity economy processes 
is paradoxical. These processes do not fall under the Ministry of Economic and Finances umbrella but 
are assigned, de facto, to the Ministry of Economic and Social Inclusion. These actions are also part 
of processes recognizing the SSE sector as a vehicular economic system and not, as is today, as being 
subordinate to big business.

Organizations in the solidarity economy manage to make headway amid a dominant economic system 
rather than a social and solidarity system, with scarce opportunities in the face of today’s developmental 
and effective growth policies. In these conditions, solidarity practices are consigned to memory and are 
not evident in practice. Thus, the state must return to the path of disseminating SSE processes to all 
areas of government as an instrument for achieving real social change and local transformations, rather 
than following the economic mirages of advanced countries in which knowledge and resources that they 
have no intention of sharing are concentrated. Today, Ecuador must find its own path, and this will never 
be simply to follow the same course as other countries with disruptive economies focused on capital 
accumulation. On the contrary, it will always have, within arm’s reach, the dignity of its ancestral non-
monetary practices as a vital tool for covering the needs of many communities and social realities, such 
as migrants from rural areas to the city. Here, many find themselves moving from one misery to another, 
searching for a solution in an unfortunately designed economy only to benefit the few.
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KEY TERMS AND DEFINITIONS

Anthropocene: Over the last several centuries, much of humanity has had such a negative impact on 
the environment, as well as other unpredictable consequences, that some scientists have described this 
period as a new geological age: the era of human impact on the Earth, or Anthropocene.

Consumerism: This is an economic, social, and political phenomenon. Postmodernity and the develop-
ment of various models of production and consumption idealize the tendency to accumulate unnecessary 
goods and services, transforming the need for the acquisition of goods into excessive and indiscriminate 
consumption. This fact leads to the depletion of natural resources and an ecological imbalance resulting 
from increased waste and other adverse environmental impacts.

Economic Globalization: This is a phenomenon in an expansion that causes profound changes on 
the world stage. It revolves around trade, the flow of investment, financial capital, division of labor, and 
specialization. The concept is not limited only to economic variables since its effects extend to individu-
als, society, to the state. Developing countries are experiencing stagnation in the face of their inability to 
cope with globalization, which is compounded by poor management of their financial markets, leading 
to an increase in the income inequality gap. Economic globalization brings with it the mobilization of 
goods and capital, reduces the distance between borders, and energizes international trade with some 
alterations to sovereignty.

Public Policy: This refers to decisions and actions that a government takes when addressing public 
or collective issues.

Redistribution of Wealth: The transfer of wealth from one individual to another through a social 
mechanism such as taxation, charity, or public services. It aims to bridge the inequality gap between 
members of a society.

Resilience: Transformations within a complex system related to the capacity for self-organization 
while maintaining internal structure, together with the ability to create adaptive responses, generate 
knowledge, experience, and learning. Resilience and sustainability are directly related to changes within 
societies, economies, and the entire human system. The transformation of systems is inevitable since it 
allows systems to strengthen and maintain sustainability over time. The potential for change facilitates 
renewal and organization.

Rurality: This relates to the degree of industrialization and general development of a region. It is 
concerned with more sparsely populated areas containing spaces to develop primary activities, being a 
source of natural resources. It involves complex socio-economic cultural models interrelated through 

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use

https://grupoess2.wixsite.com/ecosolidariaycomuni


266

The Social and Solidarity Economics, Public Policies, and Non-Monetary Economic Practices
 

the exchange of goods as a basis for economic activities. It also concerns the move from the traditional 
to the modern as a vector of progress.

Social and Solidarity Economy: This places human beings as the first and last consideration in 
economic activities and is an alternative approach to the market economy. It relates to organizations, co-
operatives, associations, or companies that aim to produce goods, services, and knowledge for economic 
purposes while simultaneously focusing on social implications and fostering solidarity.

Traditional Practices: Actions and knowledge produced by local communities over many generations 
through which their behavior and autochthonous environment may be better understood.

ENDNOTES

1 “Sumak means perfection, beauty, goodness, fulfillment; and Kawsay is life, referring to a decent 
life, in harmony and balance with the universe and the human being. In short, Sumak Kawsay means 
Good Living” Kowii, (2014, p.168).

2 See First Supplement No. 819 Tuesday, 16 August 2016 https://www.registroficial.gob.ec/index.php/
registro-oficial-web/publicaciones/suplementos/item/8253-suplemento-al-registro-oficial-no-819

3 The landowners controlled the land, having taken possession of the hacienda complexes left by 
the Jesuits on their expulsion in 1767. Furthermore, they took control of 49.3% of the indigenous 
serfs who lived on the haciendas as huasipungueros, while the other 50.6% lived as freemen in 
the villages, although sometimes they too provided their services as farmhands on the haciendas 
(Báez, Ospina, & Ramón, 2004).

4 The ayllus are groups of similar kinship consisting of one or more families (Mossbrucker, 1990).
5 Articles 1 and 4 of the Organic Law on Social and Solidarity Economy.
6 An explanation is given to the effect that several Association members with the surname of Medina 

participated in the focus group. Medina is a common surname in the area analyzed.
7 The celebration hosts.
8 The people responsible for the church flower arrangements.
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ABSTRACT

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.

INTRODUCTION

SARS-CoV-2 pandemic has made it challenging to address with standard macroeconomic tools, as Baldwin 
and Di Mauro (2020) explain, and there could be a world Gross Domestic Product (GDP) growth decrease 
of between 0.5 and 1.5%, being most of the impact attributed to lower demand. However, uncertainty 
should also be considered in that scenario. These moderate to principal contractions in demand may also 
be responsible for boosting unemployment and moderating price rises, according to Maital and Barzani 
(2020). This fact is the cause of an urgent need for enterprises to reinvent themselves while a creative 
economy is developed worldwide to decrease the pandemic’s impact (Nobre, 2020). This fact may have 
involved a double market and economic evolution, which has led any company to change and benefit from 
the transformation. This fact has the goal of leading a healthy company and generating profits continu-
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ously over time. Therefore, it is essential to consider themes such as co-creation, open innovation, and 
social responsibility. The concept of circular economy surrounds; in fact, this is a reality that companies 
have more or less strictly adopted. Based on the experience and the analysis of more than 15 companies, 
it has been seen that no one wants to lose this opportunity, and they have quickly incorporated some 
changes to be competitive. With the mindset of being a market leader, it is indispensable to think about 
promoting Environmental, Social, and Governance (ESG) criteria to be at the forefront of the market 
and because it is a factor analyzed by investors looking for good options for investment (Chen, 2019). 
The ability of these companies to attract them will enhance their value and image.

To become a benchmark reference in the market and offer a rising value, any leader, CEO (Chief 
Executive Officer), or CFO (Chief Financial Officer) needs to consider that they need a good business 
model and believe in the power of innovation. Nowadays, it cannot be forgotten that continuous changes 
have forced any company to adapt and adopt new techniques, which has to be inspired by this leader. 
There is a close link between innovation and business models (Palma-Ruiz, Saiz-Alvarez, & Herrero-
Crespo, 2020). Carried out by the changing economic market, it has appeared several trends can be 
seen as a change of paradigm. Among those innovations can be mentioned the eco-innovation, a way to 
increase benefits and the company’s public image, attracting investors and consequently improving its 
economic position in the global market (Garrido et al., 2014).

One remarkable point when talking about innovation is creativity, and thus, the main difference be-
tween companies is creativity. It is essential to consider that Canvas is the best-chosen option to build a 
creative and resilient business model, whose methodology is analyzed in this chapter. According to Naggar 
(2015), a good business model approach includes a deep understanding of the activities and resources 
to know how to finance them. Whatever the business model applied, a deep study and detailed analysis 
are required to clarify what will create value for the company and the customers. Conclusion: there have 
to be several changes to focus on a customer-centric mindset to develop and deliver suitable customer 
solutions. A new way of organization leads to innovation and ultimately a difference in the company’s 
strategy (Kates & Galbraith, 2010). The company’s final goal is to have the best economic profitability, 
and this logical goal implies a risk, which will be proportional to the desired or objective profitability.

For all these reasons, the Canvas model has been proposed as a good option; working on it and de-
fining it with a clear idea will lead the company to better results, decreasing risks and placing it at the 
forefront of innovation. This chapter explains why this model can help any company ensure its profit-
ability and, therefore, its permanence in the global market by supporting the strategy of innovation of 
products, processes, or services (Boons & Lüdeke-Freund, 2013).

This chapter aims to analyze all the issues to be taken into account when talking about business 
models and the benefits they can offer to a company regarding obtaining benefits and increasing the 
market share. All these facts are analyzed and prioritized. A business model proposal is detailed based on 
the business model defined for some Information Technologies (IT) services offered in an IT European 
firm. The authors of this chapter described and implemented this business model proposal in all these 
services to obtain value, gathering all the critical issues and critical success factors from the business 
model literature. Finally, a post-implementation review is developed to analyze the results and lessons 
from this experience to identify the Critical Success Factors (CSF) when defining and implementing 
business models.

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



269

Business Model Creation for Cost Saving in the New World Economic Order
 

SHORT TERM ECONOMY

In recent years, enterprises are fighting against a continuous transformation of the economy and mar-
kets, taking different strategies into account for this constant change. Economic rules and focus have 
constantly changed with globalization, creating an uncertain atmosphere where a corporation must 
make the correct path to success. Every few years, some technologies bring changes in the economy 
of almost all countries (Kwilinski, 2019). This success depends on many factors and issues, and obvi-
ously, on the enterprise’s strategy and how agile a company is to constantly drive into the correct way. 
The quick and accurate movement is the most considerable success for the company. In this scenario, 
where to invest, policies to follow, Information and Communication Technology (ICT) development 
are examples of essential issues to be considered. Pradhan et al. (2019) studied how economic growth 
and ICT infrastructure development affect all stages of venture capital investment after analyzing 25 
European countries between 1989 and 2016.

According to Fjeldstad and Snow (2018), the global economy is becoming digital, networked, and 
knowledge-based. Those features make firms constantly reconsider their business models and sometimes 
modify them if necessary, to adapt to new and changing conditions. There is another concept to be con-
sidered nowadays, and that is Circular Economy (CE). This new economy focuses on the circulation of 
materials in closed-loop production systems to reduce resource depletion and eliminate waste. In addition, 
this fact involves changing a company’s business model (Henry et al., 2020), besides a difference in an 
enterprise’s projects and risk management (Olalla-Caballero & Mata-Fernández, 2020).

Innovation capacity and competitiveness are crucial to afford that way to success and to maintain 
a company firmly in the market through the years. Companies search for innovations to attain new 
customers or maintain their market share (García-Sánchez et al., 2019). Business Model Innovation 
(BMI) consists of a systemic change that affects the companies’ values proposition and how this value 
is generated (García-Muiña et al., 2020).

Human capital is also a critical success factor that might help a company fight in the market, con-
solidating itself in a vital position. For example, Prado-Prado et al. (2020) identify critical aspects for 
successfully implementing business participation programs. The networking perspective has also to be 
considered because networking rules are essential in current companies. In this line, social capital may 
also impact competitiveness and innovation, according to Capiello et al. (2020). They documented the 
effects of an innovation network established by a regional government institution in Italy on the per-
formance of the participating firms. Innovation may make an enterprise more advanced, efficient, and, 
therefore, more productive, according to García-Sánchez et al. (2019). According to research developed 
in 28 European Union countries by Rusu and Dornean (2019), there is a positive relationship between 
entrepreneurial activity measured by innovation and job creation and economic competitiveness. Ghezzi 
and Cavallo (2020) explain how to face BMI through agile methods.

This competitiveness is also associated with businesses addressing the demands of clients and their 
ability to create a value anticipated by consumers (Vasilienė-Vasiliauskienė et al., 2019). This study 
details a competitiveness improvement strategy and shows that the deployment of the Business Canvas 
Model may accurately identify a realistic business photograph and its weaknesses. Competitiveness is also 
significant for a company when adapting to the information economy (Kwilinski, 2019). A mechanism 
for assessing competitiveness is suggested to be considered in a company in compliance with innovative 
approaches. Competitiveness may be viewed as a strategy to improve the macroeconomy in a country 
(Staehr & Vermeulen, 2019). Thus, it could be regarded as an essential factor to accelerate market share 
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increase in a company. Competitiveness is also a combination of institutions, policies, and elements, 
which determine the productivity level of territory, according to Zeibote et al. (2019).

Kwilinski (2019) proposes a model, which involves three components: comparative evaluation of the 
competitiveness, the capacity of an enterprise to introduce new technologies, and integrated quantitative 
assessment of competitiveness. Farinha and Bagchi-Sen (2019) highlight the role of innovation in the 
competitiveness of Small and Medium-Sized Enterprises (SMEs) and innovation and entrepreneurship 
networks in enhancing the functions of a high-technology Portuguese industrial cluster. According to 
Amit and Zott (2012), business model innovation might also help companies stay ahead in product 
innovation and represent a source of future value. A business model that may create a new market or 
allow a company to develop and exploit new opportunities in existing markets (Amit & Zott, 2012) 
can significantly benefit the innovator. However, competitiveness and sustainability, designing and 
implementing Sustainable Business Models (SBMs) (Evans et al., 2017). They explain the concept of 
sustainable value as an important issue when considering business models. It is essential to believe that 
the pressure for businesses to respond to sustainability concerns is increasing (Joyce & Paquin, 2016). 
Sustainable business models may offer a competitive advantage, a growing brand reputation, and cost 
reduction (Nosratabadi et al., 2020). Besides those advantages, BMC is proven positive and significantly 
improves learning achievement (Hutasuhut et al., 2020).

Short-term strategies are focused on having a benefit in a period between three and six months, trying 
to cover necessities in this short term. These strategies are common when promoting new services or 
products, without forgetting that life cycles are getting shorter and customer needs change continuously 
(Teece, 2010). On the contrary, long-term strategies want to profit in four or five years, putting special 
attention on the general objectives and staying on the market as long as possible. Some of the advantages 
of short term strategies are the following ones:

• They are usually easier to implement.
• They try to use the talent already in the company avoiding the costly process of hiring new people.
• It reduces the time dedicated to preparing everything to launch a new product or service to de-

mand less time for everybody.
• The feeling of the staff and even the clients is that of agility. This fact leads to the idea of a com-

pany with a brief adaptation period.
On the contrary, some of the disadvantages are detailed below:

• It seems to be a quick solution without a solid base; it is seen as a company that does not want to 
miss the opportunity but without the capacity to adopt changes adequately in the short term.

• The communication plan has not been prepared well, so the message can be distorted or incom-
plete, creating confusion mainly between staff.

• It can be forgotten essential issues due to the urgency to start. Consequently, the investment made 
may not generate the expected benefits.

It is critical to surviving in the market to understand the investment behavior and customers’ prefer-
ences for extended benefits. Traditional finance theories held that investment behavior is rational. Any-
way, in the study carried out in this chapter. After studying the behavior of 15 companies from sectors 
as disparate as finance insurance or telco, it can be seen that investors do not act so rationally, primarily 
when they are influenced by emotional and rational elements, added to other sociological factors (Mak 
& Ip, 2017).
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The environment where companies have to compete nowadays has changed radically. The market 
is now hypercompetitive, interdependent, and networked, so new ideas have to be used and applied to 
survive and grow. It has changed mainly due to globalization, which has carried on unique technologi-
cal advantages, a shorter duration for competitive advantage, and the broadening of participation in 
every field, but especially in the development of companies (Von Hippel et al., 2011). So, firms must 
study how to improve benefits and set business strategies to make a profit in the long term when offer-
ing a product or a service. Firms need to think about some ideas: risks, but not in a traditional way but 
widening them to concepts as bankruptcy risk or credit risk, high transaction costs, or explanations of 
the behavior of investors under-reaction. The most critical points for any company to have long-term 
survival with healthy finances and constant profits improvement are detailed below.

Co-creation will be an essential point to be introduced in the company strategy because the benefits 
of the collaboration between customers and companies have been seen. Now is more important than 
before because the focus is on the client and their preferences. The final goal is to meet the demands of 
clients in the most efficient way. The importance of co-creation is primary for its links with technological 
platforms, facilitators of the emergence of new ideas and therefore of innovation, the customer partici-
pation, and to sum up, crucial to give better customer services. Everyone can benefit from widespread 
access to information, improving communication between all involved (Daxboeck, 2013). Co-creation 
will also help companies offer better customer satisfaction and innovation results and understand the 
customer, considering them as part of their value processes (Gummesson et al., 2014).

Another aspect of having in mind is that companies are no longer local. The global market and the 
complex and interconnected environment make it necessary to have a new business model, an innovation 
model based on the integration of external and internal ideas and the collaboration to create and shared 
value, a value that will allow it to survive more time and with better results. This issue has been called 
co-innovation, this has been considered a mega-trend, and it will require companies to cover several 
factors to be included in the co-innovation firms that lead the market (Lee et al., 2012). The use of tech-
nology and social networks has made it possible to share knowledge and ideas, where the main point 
is the innovation, which has turned into a platform based on collaborative arrangement, the sharing of 
ideas, convergent expertise, and co-creation with stakeholders and customers (Co-innovation)(Von Hip-
pel et al., 2011). It is an excellent factor that facilitates creating value for the company and stakeholders.

It must cover all these points to have an agile leader because the company will have to change its 
strategic vision to have an innovative culture, becoming more and more common to have international 
strategic alliances. New leaders have to nurture cultural empathy as part of the key to success, and they 
need to be able to execute effective behavior. The old idea of a leader with broad knowledge is not 
enough in this new context. They have to prove that they have applied all that knowledge. They have 
to be competent from the point of view of an excellent performance tied to knowing (Gutierrez et al., 
2008). More than ever, their ability to put failure into perspective, have a high level of resilience, and 
develop strategic and innovative thinking to push the company to change direction is essential (Pech, 
2013). According to García-Muiña et al. (2020), BMI allows these practices to be considered operational 
and in the company’s value creation strategy.
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BUSINESS MODELS AND CANVAS ANALYSIS

It is crucial to understand and know the term Business Model (BM) and its origins. In 1994, Peter Druker 
introduced this concept in an HBR (Harvard Business Review) paper, talking about the company’s set 
of assumptions. His vision was close to the definition of strategy given by Michael Porter, who thought 
it was necessary to understand the market and competitors to establish the way to do business (Porter, 
2008), and several authors refer to Drucker’s idea when talking about BM (Ovans, 2015). According to 
Osterwalder et al. (2005), it is a tool to understand how a company does business; it will have a set of 
objects, concepts, and relationships to express its business logic. It has two great functions: create value 
by defining a set of activities, and capture a portion of this value by creating a value, from the point of 
view of an activity that allows the company to have a competitive advantage (Chesbrough, 2006). It was 
used for the first time in processes and data modeling, but the idea extended and in the ’90s was applied 
by practitioners working in emerging and disruptive new technologies. Anyway, after that, it was used 
in other spheres, and it is a term widely referenced nowadays by many authors, being appropriated for 
unpredictable, changing, and uncertain environments.

Due to its importance, it is necessary today to have a good business model for leading a successful 
company. A good BM has to focus on the source of the benefits: the customers, because they will choose 
this company or another, so it is essential to know who they are and what they want. This fact has to be 
combined with the company’s strategy. According to Magretta (2002), strategy and business model are 
not the same. When the company has to deal with its competitors, the plan has to be applied. The business 
model can be excellent and innovative, but the rivals could use the same business model, but probably 
with another strategy, succeeding and becoming the leader. The development of a business model is 
part of the strategic planning of any company, and it implies changes at an individual and organizational 
level. Conceiving, creating, and executing a new and different strategy makes the company different 
from competitors. Nowadays, adopting a new model is necessary and provides the company with a halo 
of avant-garde, transparency, and quick response to changes in the global market. This fact will have 
two direct consequences: it will attract customers and investors, giving the company a better economic 
result, and if its answer to changes continues being quick, this status will be maintained in the future. 
Four new ideas appeared in the business model, and that deserves to be considered (McGrath, 2010):

• It is oriented more to an outside-in focus than to an inside-out. As a consequence of the changing 
global market, the idea is to analyze and see what the customers need, so flexibility has to be high.

• BM cannot be static. They need to change, experiment and learn to develop the best BM for the 
company.

• The market is dynamic, so it has to be the BM because what one day can be seen as the best sus-
tainable model can turn into unsustainable in a short period. The CEO has to be aware of what is 
happening outside and adapt to have good benefits and continue to grow.

• Adopting a business model needs the development of a strategy based more on discovery than on 
planning.

The development of a BM is closely related to the strategy and the financial aspects. The capacity 
to renew the model is a key for the company’s growth (Gamez-Gutierrez, & Saiz-Alvarez, 2021). The 
environment is changing, and practical financial management is fundamental to its growth and mainte-
nance in an advantageous position than the competition, so it is the chosen BM. A BM may be defined 
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as a system of resources and activities that might create value for the customer and, thus, benefit the 
company. Li (2020) explains different trends and variants of business models that may be considered in 
companies. Other business models may be developed and implemented, even agile (Ghezzi & Cavallo, 
2020), but the most commonly recognized is the Business Model Canvas (BMC).

According to Amanullah et al. (2015), to create a good BMC, it is necessary to apply what has been 
called creativity. This creative process will generate ideas about business models, helping choose among 
the best ones for the company. The main idea is to forget the past, start from scratch, and try to ignore 
competitors to focus on the necessities of the customers, those unsatisfied, new ones, or candidates to be 
in the future. Canvas is a model created and designed by Alexander Osterwalder and Yves Pigneur and 
is a helpful tool to analyze and create new business models simply and comprehensively. His contribu-
tion is mainly because his model could answer how to create, capture and deliver value in a global and 
complex market (McFarlane, 2017). This model is integrated into the lean-startup methodology, based 
on finding and promoting new ways of creating, giving, and capturing value.

Among the benefits, the following ones can be mentioned (Gavrilova et al., 2014):

• Enhances the comprehension due to its image and its capacity to synthesize.
• Widen the focus points, being centered on the strategic and relevant topics for the company.
• Improve the strategic analysis.
• Integrate multiple perspectives, helping a better understanding and coordination between everyone.
• Creates engagement and involvement among people, being a focus of inspiration and so on im-

proving creative thinking.
• It is focused on quality more than on quantity. Its construction is simple and carries on an agile 

mentality of planning that has to be reviewed, tested, and revamped frequently (Amanullah et al., 
2015).

This model is based on nine building blocks covering four main business areas: customers, offer, 
infrastructure, and financial viability. Those nine blocks are the following ones (Osterwalder & Pigneur, 
2010):

1.  Customer Segment. It can be considered the heart of the BMC. The segments can be grouped by 
common behaviors, needs, or other attributes.

2.  Value Propositions. This block solves a customer’s need or problem, and it is related to the product 
or service offered to have a good economic return.

3.  Channels can be owned, which will give a high margin or partner, with a lower margin. Among 
the first ones, it can also be distinguished between direct or indirect.

4.  Customer Relationships are driven by customer retention, customer acquisition, or boosting sales 
(upselling). It has several categories that can co-exist with a specific customer segment: Personal 
assistance, Dedicated personal assistance, Self-service, Automated services, and Communities.

5.  Revenue Streams. There are two different types: transaction revenues or recurring revenues. In ad-
dition, the way to generate them can be by asset sale, usage fee, subscription fees, and advertising, 
licensing, lending, brokerage fees.

6.  Key Resources. They allow you to create and offer a value proposition.
7.  Key Activities. These are actions that the company has to do to operate successfully. Moreover, 

they are categorized on production, platform, and problem-solving.
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8.  Key Partnerships. Some highlighted options include joint ventures, coopetition, the buyer-supplier 
relationship, or strategic alliances. In addition, the motivation for doing it goes from optimizing an 
economy of scale to reducing risk.

9.  Cost Structure. It can be cost-driven or value-driven.

Watson (2005) evaluates business models through several components, such as competitors, cus-
tomers, economy, management, products, and suppliers. Johnson et al. (2008) identify four elements in 
business models to be considered: Customer Value Proposition (CVP), profit formula, key resources, 
and critical processes. Some companies look for some challenges when creating and implementing a 
business model, such as (Evans et al., 2017):

• Keep and increase company benefits (profits, social or environmental).
• Company culture redefinition is defined with procedures, rules, or norms that may conflict with 

implementing a business model).
• Resources reallocation done to cover new business model implementation.
• Integration between technology and BMI. Regarding this issue, it is essential to consider that digi-

tal technologies are used to transform business models, according to Li (2020).
• Maintain and reinforce external relationships and the interest of stakeholders.
• Get the most considerable value from business model modeling methods and tools.

Shafer et al. (2005) explain how business models can serve a positive and decisive role in corporate 
management, although they must not be considered as a strategy in a company. Chesbrough (2010) 
explains how companies may obtain benefits by developing the capability to innovate their business 
models, detailing BMI barriers. Baden-Fuller and Morgan (2010) describe how business models classify 
businesses in a taxonomy or a typology.

Austin (2020) defines the BMC as strategic management and lean startup business model template and 
compares this model with Business Survival Growth Model (BSGM). There are several components to be 
taken into account in business models (customer, revenues, competitors, strategy, suppliers, information, 
resources, cost) and may be classified into four primary categories: strategic choices, the value network, 
creating value, and capturing value (Shafer et al., 2005). Osterwalder and Pigneur (2010) consider nine 
factors in a business model Canvas: customer segment, value proposition, channel, customer relationship, 
revenue stream, key resources, key activities, key partnership, and cost structure.

Other authors propose a Triple Layer Business Model Canvas (TLBMC) that considers new features 
added to the original BMC: environmental and social impact layers. It is extended by drawing connections 
across the three layers to support an integrated triple bottom line perspective of organizational impact 
(Joyce & Paquin, 2016). It allows a company to achieve a more sustainable perspective in the business 
model through a horizontal and vertical coherence among the three layers.

The SBM is centered on the company’s collaboration to deliver sustainability, and it considers the 
interest of stakeholders but paying particular attention to the environment and social responsibility. It 
is closely related to concepts such as eco-innovation and eco-efficiency. This model will probably need 
to change what was defined as the firm’s purpose and what was considered a value that will have to be 
rethought (Bocken et al., 2014).

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



275

Business Model Creation for Cost Saving in the New World Economic Order
 

A PROPOSAL TO CREATE VALUE IN A LONG TERM

BM may create value-gaining effectiveness in business model innovation, focusing on the three phases 
of collaboration with customers: value proposition definition, value provision design, and value-in-use 
delivery (Sjödin et al., 2020). Success aligns specific value creation and capture activities in each phase, 
and additional values may be generated.

When trying to identify how to create value in the long term implementing a business model, the 
following ones are considered in the services analyzed:

• Customer loyalty and satisfaction. It is vital to assure the market share and continue offering IT 
services in the mid and long-terms.

• Competitiveness in the market. It is essential to maintain the competitiveness in the market 
against other competitors to fight in this market to assure the market share in the long term.

• A solid corporate image in markets and employees. It is a fundamental issue to improve the 
corporate image to become a reference firm in the market because employment rotation reduces. 
After all, employees could find an excellent opportunity to work, avoiding taking all the knowl-
edge with them leaving the company.

• Benefits obtained maintaining or even increasing service quality. Offering IT high-quality 
services is vital to be competitive in the market and to provide a differential value to customers 
among competitors.

• Environmental adaptation capacity. Flexibility and adaptability are two significant features to 
adapt and survive in a changing environment.

Several activities may be developed to identify value creation opportunities, agree on value distri-
bution, design the value offering, decide on the profit formula, and refine value creation processes, 
according to Sjödin et al. (2020).

Considering all the information analyzed and the experience obtained from the business models imple-
mented to offer IT services, a new way to work with Canvas based on the original one is proposed below:

1.  Customer Segment. New techniques based on big data are needed to be applied to have a bet-
ter result and to integrate customer behavior. Traditionally big data has been seen from the point 
of view of the four V’s that specify its challenge: high velocity, large volume, wide variety, and 
uncertain veracity, but there is another V to be added and is the added value that big data can give 
to process or other activities like the analysis of the best segment to offer a new product or service 
(Kaufmann, 2019). The Chief Information Officer (CIO) will have to create a team to analyze and 
study the large and complex data storage. This team will be formed by consultants and people with 
knowledge in neuromarketing. The benefit of the collected data with the team’s work will select 
the best customers for the product or service offered.

2.  Value Propositions. Nowadays, it is more important than ever to know what the client is expect-
ing to receive. As a result, firms have to be leaders in offering something that meets the required 
quality standards and is attractive enough to capture the client’s interest in oversaturated markets 
endowed with offers and news. New services such as blockchain or powerful advertising campaigns 
can be issued before the service or product launch to reach this goal.
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3.  Channels. All the companies know different and multiple channels to communicate with clients; 
the difference is how to combine and use them. We must eliminate the idea that a channel is only 
for a particular sector, forget some channels’ possible prejudices, and use them as a vehicle to 
transmit the new service or product that the company wants to offer.

4.  Customer Relationships. It is more difficult to increase customer loyalty, so originality is neces-
sary to establish a close link between the company and the customer. To do this, the work of the 
marketing department is more important than before. It has been proven that relationship marketing 
and customer loyalty is determinant in successful business operations (Ngoma & Ntale, 2019). The 
main point is to listen to the customer and to let him know he has been understood, so the concept 
of feedback is now mandatory. The company must have an eclectic group to analyze customers’ 
opinions to provide the best answer and detect unfounded or false views.

5.  Revenue Streams. It would be advisable to have a good service catalog to choose the best way to 
obtain better revenues. This catalog must be aligned with client necessities to be transparent and 
based on customer requirements and employees’ contributions. The result has to be good enough 
to allow everyone to choose the best revenue stream.

6.  Key Resources. The power of things like gamification and cooperative social media in a company 
has been proven. Employees are probably the most critical company asset, so it is determinant to 
let them cooperate. They will share not only documentation but also knowledge and, what is more 
important, ideas. The company will be transformed into a think tank.

7.  Key Activities. As long as the key activities are identified, it will be possible to measure them and 
improve their quality. To get a more accurate calculation, the balanced scorecard can be used. The 
combination of optimum quality management and a good balance scorecard will allow the company 
to achieve the business purpose because it will be easier to focus on the most critical activities.

8.  Key Partnerships. New alliances will be necessary. Nowadays, any company has to be updated, 
analyze and study new startups to create a win-win situation. Companies will also have to be alert 
about crowdfunding initiatives.

9.  Cost Structure. To have a sound vision of the number of costs, the focus has to be on the company’s 
cost model. In this case, it can be used and applied both in value-driven and cost-driven. Some 
company people have to downsize costs, giving a detailed level to optimize some of the costs and, 
therefore, obtain a profit.

10.  Competitors. People’s behavior regarding business has changed in the last years, and this has a 
clear reflection on how they react in their organizations. This fact will include not only aspects 
like individual or group behavior but also environmental and organizational behavior. It is crucial 
now to study the change through an analysis as PESTLE that explores the Political, Economic, 
Social, Technological, Legal, and Ecological issues that affect both employees and the organization 
(Buchanan & Huczynski, 2019).

11.  Strategy. A leader’s role has to be considered what they do, what kind of situations they lead, and 
what the market expects (Smircich & Morgan, 1982). They need to focus on what could happen in 
a changing environment. It is also essential to adapt ideas or ways of working from other models 
as lean.

12.  Stakeholders. The possibilities of communication in the past were more limited than now. Social 
networks, especially virtual ones, have made it possible to interact with people and organizations 
with different and even contradictory points of view. These networks are known as Online Social 
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Networks (OSNs). Now it is possible to share information and have a quick feedback to allow the 
organization time to react to achieve the desired goal (Franchi et al., 2013).

There is a summary in Table 1 that gathers all these items and technological enablers and model sources:
Table 2 is based on the application of our model in the IT services industry. The relationship between 

CSFs and the technological enablers listed for every area or component in the business model is sum-
marized. Also, we show on a 3-level scale how they collaborate to obtain every aspect of the long-term 
value created in the firm. A high contribution is assigned a “3”, a medium contribution is given a “2,” 
and a low contribution is set a “1.”

Table 1. Areas and components in the business model proposal

Business model component/
area Technological enablers and CSFs Model source

Customer Segment ● Big Data (Needham, 2013) 
● Neuromarketing (Renvoisé & Morin, 2006)

Business Model Canvas/ Business Survival 
Growth Model

Value Propositions

● Blockchain (Vigna & Casey, 2019) 
● Services Catalogue (Rudolph, & Krcmar, 2009) 
● Test advertisement campaign 
● Standardization and normalization

Business Model Canvas

Channels ● The strategic combination of channels 
● Targeted surveys (Vannette & Krosnick, 2017) Business Model Canvas

Customer and Relationships

● Information flow, customers, and marketing synergies 
(Kotler, 2012). 
● Complaints Management (Stauss & Seidel, 2019) 
● Satisfaction surveys

Business Model Canvas/ Business Survival 
Growth Model

Revenue Streams ● Services Catalogue (Rudolph & Krcmar, 2009) Business Model Canvas/ Business Survival 
Growth Model

Key Resources

● Social Media among employees (Connolly, 2020) 
● Human Capital Management (Sripada, 2020; Olalla et 
al., 2012) 
● Grants and development aids availability

Business Model Canvas/ Business Survival 
Growth Model

Key Activities

● Quality management and optimization activities 
(Saiz-Alvarez & Olalla-Caballero, 2021; Lakhal, Pasin & 
Limam, 2006; Taguchi & Phadke, 1989) 
● Balanced Scorecard (Kaplan & Norton, 2005)

Business Model Canvas

Key Partnerships ● Startups (Thiel & Masters, 2014) 
● Crowdfunding (Steinberg & DeMaria, 2012) Business Model Canvas

Cost Structure ● Costs Model (Altmann & Kashef, 2014) Business Model Canvas/ Business Survival 
Growth Model

Competitors ● Organizational behavioral analysis tools (Buchanan & 
Huczynski, 2019) Business Survival Growth Model

Strategy
● Lean Management (Plenert, 2011) 
● Leadership with clear vision (Smircich & Morgan, 
1982)

Business Survival Growth Model

Stakeholders ● Virtual and physical networking (Franchi et al., 2013) 
● Storytelling (Rodriguez, 2020) Sustainable Business Model

Source. Authors
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Table 2. Contribution of enablers and CSFs to long term value creation

VALUE CREATION / 
Technical enablers and 

CSFs

Customer 
loyalty and 
satisfaction

Competitiveness in 
the market

Corporate image 
and strong 

reference in the 
market and for 

employees

Benefits obtained 
maintaining or 
even increasing 
service quality

Changing 
environment 
adaptation 

capacity

Big Data 1 1 1 3 1

Neuromarketing 3 1 1 2 1

Blockchain 2 3 2 2 2

Services Catalogue 1 3 1 1 2

Test advertising 
campaign 3 2 3 1 1

Standardization and 
normalization 2 2 2 3 2

Strategic combination of 
channels 2 2 1 2 1

Targeted surveys 1 1 1 3 2

Information flow and 
synergies between 
customer and marketing 
department

3 2 3 1 1

Complaints 
Management 3 1 2 2 1

Satisfaction Surveys 3 1 3 2 1

Social Media among 
employees 1 1 3 2 2

Human Capital 
Management 1 2 2 2 2

Grants and development 
aids availability 1 1 2 2 1

Quality Management 
and Optimization 
Activities

1 2 3 3 1

Balanced Scorecard 1 2 1 2 1

Startups 1 2 1 1 3

Crowdfunding 1 3 2 1 2

Costs Model 1 2 1 2 1

Organizational 
Behavioral analysis tools 1 3 2 1 2

Lean Management 2 1 1 2 1

Leadership with clear 
vision 1 2 3 1 3

Virtual and physical 
networking 1 1 3 1 2

Storytelling 2 1 2 1 1

Source: Authors.
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Regarding business models implementation, there are eight characteristics to be considered, according 
to the platform defined by Sorri et al. (2019): value, monetizing, producers, users, filtering, governance, 
resilience, and network effect. There are some problems related to business models that may be consid-
ered, according to Shafer et al. (2005): flawed assumptions underlying the core logic, limitations in the 
strategic choices considered, misunderstandings related to the value creation and value capture, and beliefs 
about the value network. Chesbrough (2010) explains the importance of the change of organizational 
processes regarding business models implementation. It is a critical issue to be considered, together 
with identifying internal leaders for business model change, because of the importance of managing the 
results of these processes and delivering a new business model for the company. Amit and Zott (2012) 
identify several questions to think about before launching a new business model in a company.

When considering a business model to be developed, several issues have to be considered: the company’s 
activities and external environment (Vasilienė-Vasiliauskienė et al., 2019). In addition, when defining and 
implementing these areas or components in the business model, we recommended considering a social 
and an environmental layer for each element in the business model. When analyzing each aspect in the 
business model from both additional perspectives, there could be a complete view of all the issues that 
should be considered in every area of that business model (Joyce & Paquin, 2016). This fact could also 
allow the company to adopt circular economy practices (Olalla-Caballero & Mata-Fernández, 2020).

Considering factors and issues that may generate sustainability in a company, it is vital to take into 
account the following list, according to Nosratabadi et al. (2020): technology, target customers, partner 
networks, resources, customer interface, core competency, business processes, financial aspects, and 
value proposition. In addition, resilience is a factor that has been proven critical nowadays because new 
technologies can be a significant threat to business continuity, so it is necessary to evaluate the resilience 
of the chosen business model against the latest threats to ensure business continuity (Niemimaa et al., 
2019).

CONCLUSION

Due to the terrible recession caused by SARS-CoV-2 (Nobre, 2020), firms should reconsider their busi-
ness models trying to fit new rules in new economic scenarios and markets by considering that companies 
should be prepared for a changing world (Maital & Barzani, 2020). Companies should also learn from 
this new world economic order that they must be ready for the present and the future and the next crisis. 
The business model must be analyzed and fit for these new requirements, trying to get as much value as 
possible to achieve a more significant market share and stay in the market as a competitive enterprise.

Some perspectives and features of a business model have been analyzed and discussed in this re-
search, highlighting their relevance. A new way to work with the Canvas business model based on the 
original one is proposed. The relationship among some technological enablers and CSFs and the value 
they may generate related to the proposed business model has also been highlighted to understand their 
synergies, considering that they surely help create value for the company. This value created is a vital 
issue in a changing market and guarantees that a company can afford this crisis and those new ones that 
may affect our economy in the future. It can be deduced that this proposal for working with the Canvas 
business model is a good option considering that the consequences of the pandemic may last for some 
years. This proposal can be adapted as far as the global economy changes and depending on leading a 
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company. The company will have to study the area it is required to focus on: customer, offer, infrastruc-
ture, or financial viability.

It will also be a chance to consider modularizing this model, making it more flexible and adaptable 
to the new circumstances that may appear in the future. The power of this new way of working with 
Canvas will be more significant when firms and leaders work on each of its nine blocks to emphasize 
its weaker blocks, or due to the pandemic, it is necessary to reinforce.

Further research may be developed to analyze other features related to business models and their 
importance in value creation for a company, trying to identify and propose new business models that 
gather all the features and synergies. These models will be strong enough to afford new challenges in 
this new economic order, always considering technological enablers in this new digital economy.
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KEY TERMS AND DEFINITIONS

Adaptation Capacity: It is the readiness of a company to respond quickly to a changing environment, 
the capacity to be flexible enough to afford new challenges in a changing climate.

Business Model: It is the set of pieces that have to be used and put in a specific order to make the 
company run in the best way.

Eco-Innovation: This is the way to benefit by developing products or services, improving environ-
mental sustainability, and using commercial strategies.

Ideation: It is the joining of the stages of an innovation cycle with the creative process steps. This 
concept can be conducted in a unique way or by an organization.

Open Innovation: This is how to improve and accelerate innovation through inputs and outputs to 
achieve a global expansion.

Sustainability: This is how a company can work, focusing not only on profitability but also on caring 
for environmental, cultural, and social aspects.

Value Creation: It refers to creating value for a company, increasing the benefits, or offering new 
or improved services or products to increase its competitiveness.
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ABSTRACT

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 inter-
action 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 busi-
ness education post COVID-19.

INTRODUCTION

It is a truism to say that business schools and business education are big business (Pfeffer & Fong, 2004). 
According to Wilson and Wilson (2012), the phenomenal expansion of business schools worldwide, 
is a characteristic or feature which has made business schools a business. In the first generation of 
business schools in the late nineteenth to the early twentieth century, legitimacy could be traced to the 
creation of management employed by the state, industrialists, and entrepreneurs. Also, this generation 
saw the introduction of institutionalized management systems (such as accounting practices). Further, 
the second more academically rigorous generation in the seventy’s garners legitimacy from national 
governments, which support business schools, and from universities, which recognized the growth and 
financial potential schools could bring. The third generation 1980s to present see issues of image and 
reputation as legitimacy providers and these include research rankings, citations, global performance 
rankings, and international accreditation bodies (Cooke & Alcadipani, 2015; Cummings, Bridgman, 
Hassard & Rowlinson, 2017).
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Business schools present themselves as academic institutions mimicking the more established disciplines 
in universities. At the same time, they are expected to demonstrate their abilities to manage themselves 
as businesses and conduct research and teaching, which is considered “relevant” to practitioners and 
funding bodies (Wilson & Thomas, 2012). Our work in business schools and universities as academic 
scholars, in these times, leads us to consider these as research questions:

1.  What are the disruptions in business education due to pandemics?
2.  What are the faculty, and student difficulties in these pandemic times?
3.  What are the future trends in business education post-pandemic?
4.  What will the business school profile look like in the future?
5.  What of research in the business school?

There is continuous questioning about the effectiveness and relevance of business education in general 
and MBA programs in recent years (Colby, Ehrlich, Sullivan, & Dolle, 2011; Martin, 2007; Mintzberg, 
2004; Pfeffer & Fong, 2004). There are serious doubts about the business schools’ ability to provide 
students with the skills required to function effectively in modern organizations and to prepare them for 
the professional demands and challenges of globalized business in a pluralistic world and most of the 
business schools seems have lost their way in the current scenario (Bennis & O’Toole, 2005). The ques-
tioning of business education effectiveness and relevance is all the more significant especially now due 
to the global health crisis which humanity is facing and enduring due to Covid 19. 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.

LITERATURE REVIEW

Characteristics of Business Education

Business education has been in much demand due to its ability to provide better employment opportuni-
ties and earning capacities. Some of the salient characteristics of business education include:

1.  Focus on functional knowledge with the dominance of the business functions to enhance employ-
able skills.

2.  Focus on disciplinary knowledge acquisition with holistic teaching methods evolved to include 
case studies, thus moving to simulate the complexity of real-life business situations.

3.  Focus on developing rational thinking and decision-making skills to be more productive and enable 
them to take a highly rational view of implementation and action.

4.  Focus on analytical skills to enhance logical thinking and become knowledgeable about the business.
5.  Focus on large corporate and powerful big companies that provide huge employment potential and 

are built on criteria of efficiency and profitability thereby favoring the education of technically 
rational managers.

6.  Dominating the logic of the market that is the basis of the analytical framework to discuss all busi-
ness issues. Firms are seen as groups of self-interested actors, which are conceived primarily as 
vehicles for maximizing return to shareholders.
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7.  Depicts managers as “agents” of shareholders, dedicating their careers to the sole purpose of creat-
ing private wealth, for themselves and shareholders as their “principals”.

8.  Attention to professional knowledge acquisition and training to ensure good professional judgment 
and practical reasoning.

9.  Focus on motivation to improve and learn through “edutainment” from learning providers, who 
identify what skills are most relevant for them and entertainingly present them.

10.  Focus on training through subject experts to ensure that there is a higher degree of knowledge 
acquisition through case method that encourages strategic scenario thinking or role-plays to un-
derstand complexities.

Criticism of Business Education

Business education reached its height in mid-1980 globally but soon after that, the cracks started appear-
ing in the glamour of business education. There were various reasons among them were the scandals 
and inability of the business education to reinvent and meet society’s expectations quickly. The issue of 
business educations creating more mercenaries rather than workforce worked for the common good and 
the huge backlash on the exploitation of natural resources making the world unsustainable especially 
for the underprivileged and developing economies (Dyllick, 2015). In the past two decades, business 
education has come under criticism on many fronts. Salient criticism against business education includes:

1.  Business education has a focus on narrow functional knowledge instead of a broad issue-centered 
approach embracing business and society as embedded in a plurality of contexts: the dominance of 
the business functions comes at the expense of an integrated management perspective, embracing 
the external context, in a particular culture, society, nature, and history. There is little training in 
integrative thinking (Martin, 2009).

2.  Business education focus is always on disciplinary knowledge acquisition instead of the development 
of an interdisciplinary and integrated perspective (Baporikar, 2010). Although teaching methods 
have evolved to include case studies, thus moving to simulate the complexity of real-life business 
situations, business education remains fundamentally disciplinary based and rests in silos, with 
little opportunity to deal with problems of the real world, which are mostly “messy” problems that 
cross boundaries (Khurana, 2007, p. 305).

3.  Business education misses focus on critical thinking: effective leaders should have the capability 
to ask critical questions and they should be able to use multiple perspectives in understanding 
difficult situations. Business graduates often are surprisingly naïve about organizations and their 
management. They learn to take a highly rational view of implementation and action while failing 
to recognize that organizations are fundamentally complex and political organizations. They fail 
to understand why rational plans most of the time fail in implementation, why logical arguments 
are not accepted and why people say “yes” and then do not follow through (Datar, Garvin, Cullen, 
& Cullen, 2010, p. 92).

4.  Business education always focuses strongly on analytical skills instead of soft skills, in particular 
social skills and personal skills (Kieser, 2011). Thus, management seems to be reduced to analysis 
and even further to technique, whereby integration, synthesis, and in particular soft skills are ignored 
and even got lost. More so in these critical and trying times, soft skills are exactly what managers 
need most to succeed in their day-to-day tasks and carry along with their people. In other words, 
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students learn analysis and thinking, but no action and reflection. They become knowledgeable 
about business but remain uneducated in the art and craft of management (Mintzberg, 2004).

5.  Business education always has had a very selective focus. The focus of business school education 
favors the few, especially powerful big companies and corporations over the large majority of small 
and medium enterprises and companies. It favors western perspectives over the perspectives of the 
large majority of the global population. The focus is more on efficiency instead of the challenges of 
being effective. Moreover, business schools have shown to be very weak in supporting innovation 
and creativity, thereby favoring the education of technically rational managers over entrepreneurs 
(Baporikar, 2019a).

6.  Business education prefers a dominating logic of the market meaning that it has a narrow view of 
the world. Idealized markets have become the analytical framework to discuss all business issues, 
but also business and society issues. The view is that firms are groups of self-interested actors 
conceived primarily as vehicles for maximizing return to shareholders. Hence the question remains 
as to how students will learn about the plurality of values and logic in the worlds of science, public 
policy, the arts, and other spheres of society (Colby et al., 2011; Hühn, 2014).

7.  Business education in general has a missing and distorted focus on the importance of values 
and ethics. There is the dominance of amoral theories taught to students, depicting managers as 
“agents” of shareholders, dedicating their careers to the sole purpose of creating private wealth, 
for themselves and shareholders as their “principals,” in effect stripping managers of any profes-
sional identity, self-respect and personal responsibility (Ghoshal, 2005; Khurana, 2007). This 
leaves business graduates unprepared for understanding and coping with the current challenges to 
the roles, responsibilities, and purpose of business in society and the importance of diplomacy and 
leadership (Gond, Igalens, & Bieger, 2011).

8.  Business education does lack attention for self-knowledge and the reflective exploration of mean-
ing (Riel & Martin, 2017). After all good professional judgment and practical reasoning is the 
result of critical reflections on one’s perceptions and values as a prospective or actual manager 
and leader. Rarely does business education offer reflective spaces and purposely used to develop a 
dialogue with oneself about how one intends to act as a manager and leader and whom one wishes 
to become. Merely, addressing values and ethics by way of courses or modules is not sufficient. 
The challenges of values and ethics need to have a link and connection and provide students the 
opportunities for students’ to make their efforts to explore the meaning for themselves (Baporikar, 
2017a).

9.  Business education, in general, lacks attention to learning to learn: in particular, self-redirected 
learning and self-determined learning have continuously decreased, partly due to the movement of 
business schools to become ever more student-oriented and making learning “fun.” While motivation 
is important to successful learning, it should not come from entertainment, rather from the enjoy-
ment of the learning process overall and the understanding of how useful the acquired knowledge 
and skills will be (Tubulingane & Baporikar, 2020). Business education and schools have relied 
heavily upon and focused on making education more about entertainment generally referred to 
as “edutainment”. This approach and does not prepare students for being lifelong learners. Even 
they fail to identify personal development areas and pursue specific development activities, for 
overcoming their weakness. Business education creates dependent learners and they prefer learning 
providers, who identify what skills are most relevant for them and present them in an entertaining 
way (Kieser, 2011). If this were so then the very purpose of education fails from a societal point of 
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view. After all, education must propel an individual to be path seeking and experimental in pursuit 
of achieving for self and larger good of humankind rather than mere followers to achieve specific 
goals, and for that to happen there is a need to shift the perspectives on management education and 
innovate with the process of teaching, learning, curriculum and even student recruitment (Baporikar, 
2017b).

10.  Business education has always professed a learner-centered approach its emphasis is always on 
teaching more value-added courses. Thereby there is neglect or lack of attention to learning: how 
do faculty assure learning has happened? They are typically subject experts with little to no peda-
gogical training for assuring and measuring learning impact (Kieser, 2011). Hence, what is mostly 
assessed is to what degree knowledge has been acquired. The case method encourages strategic 
scenario thinking but creates the illusion that students can effectively handle the situation they have 
encountered in their case studies (Baporikar, 2016; 2008). However, there is very little to make sure 
and assess reflective learning takes place Hence there is a dire need to revisit the case method in its 
entirety to ensure relevance in the future of this widely used pedagogy in management education 
and more so in business schools (Bridgman, Cummings, & McLaughlin, 2016).

FUTURE BUSINESS EDUCATION ESSENTIALS

The obvious challenge, arising out of all the characteristics and criticism listed above, is to illustrate 
what kind of business school might be more appropriate (and robust) for the future especially post Covid. 
Indeed Henry Mintzberg (2004), the most consistent and insightful critic of management programs argues 
that management is an art, not a science and that the managerial task is all about practice. Hence, there 
is a critical need to place greater emphasis on managerial skill and capabilities and the virtues of critical 
and synthetic thinking offered by the study of the humanities and social sciences as well as conventional 
analytic thinking. We argue that schools will have to make substantial changes in what they research and 
teach. This means broadening the traditional focus of research and teaching in business schools to look 
more broadly at wider society, to embrace multi-disciplinary perspectives, and to turn its theoretical 
perspectives and research focus towards “big” questions. In turn, this means engaging largely in public 
and private policy debates – reclaiming the terrain of work, employment, and society.

So how does business education do this? Few strategies suggested including:

1.  Develop a strong norm of learning and not primarily viewing management qualifications and de-
grees as increasing individual salaries (Baporikar, 2009).

2.  Maintaining/developing research and teaching in the “mother” disciplines of management – for 
example, sociology, philosophy, psychology, economics, law, and mathematics.

3.  Prioritize learning over “added value” or “value added courses and modules” in business education.
4.  Place far greater emphasis on the ethical and moral questions endemic in modern capitalism.
5.  Examine critically the role of business in wider society. Focus on the role of businesses and manag-

ers in society by going significantly beyond the current debates over corporate social responsibility, 
which arguably act as a convenient moral “cloak” for deeper questions over the accountability of 
managers for their actions and decisions.

6.  Ensure that business education engages in research and teach “big questions” which impact organi-
zations and society (Baporikar, 2015b). Examples include a wide range of topics ranging from, an 

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



292

Trends for Business Education Post COVID-19
 

examination of why there is simultaneous obesity and poverty and starvation, the impact of social 
and economic policy. Understanding the impact and the risks of exogenous events such as climate 
change, disasters, and the impact of a newly emerging global economic order, changing geopoliti-
cal structures or political leadership dynamics, and key players in the world economy. The current 
problem based and industry solutions approach to research has diminished the value of research 
and made even the research undertaken in many business schools irrelevant (Koskela, 2017).

7.  Global perspectives as managers operate increasingly globally, business schools themselves will have 
to become less insular and nationally oriented. There is a need to develop a global and integrated 
perspective to solve the problems and ensure effective decision-making that is holistic and inclusive 
rather than narrow and linear (Muff, 2013). For this there is a need to emphasize understanding of 
language, comparative social cultures and the impact of religion on global economic activity would 
seem essential parts of the teaching and research curriculum of business school soon (Baporikar, 
2017a; 2017b).

If business education and schools do not undertake these changes, we argue that they are likely to 
become irrelevant and unnecessary institutions operating on the sidelines of key social, economic, and 
political issues. Hence, business schools and academic leaders must have the courage to build curricula, 
which develop simultaneously so-called T-shaped individuals, i.e. those who have significant disciplin-
ary depth achieved through a liberal education involving critical, synthetic, and analytic thinking and 
appropriate training in the important functions and languages of management education. Unfortunately, 
the similarity in many business school curricula arises sadly from the mimetic and isomorphic tendencies.

FUTURE TRENDS IN BUSINESS EDUCATION

The trends in education are predicted in advance. But due to the changes in the current environment, 
trends are coming up faster than ever. Due to this global crisis of Covid 19, various changes will domi-
nate the specialized business education space in the years to come. Figure 1 gives the trends in business 
education post-Covid to watch out followed by a brief discussion of each trend.

Artificial Intelligence: Artificial intelligence (AI) in a classroom has been a big topic whenever one 
discusses or thinks about technology integration in education. In the future, it’s expected to be a prior-
ity for forward-thinking academic institutes. The way business schools make use of AI will vary. For 
instance, many institutes are using technology to automate administrative activities such as the admission 
process, some are using it for student enrolment and recruitment of domestic and international students 
by creating algorithms. Moreover, with the help of this AI and tech tools, faculty will get more free time 
as AI tools take care of mundane tasks such as grading, creating tests, etc.

Digital Content and eBooks: As technology gets more involved in our lives, traditional textbooks 
have started adding digital ad-on. To bring the costs down and enhance access and availability, business 
schools are predicted to buy digital content to promote the self-serve model, especially for specific sub-
jects like accounting, finance, and quantitative methods. The idea is to allow students to avail themselves 
of an entire skill-based course from a reputable source while providing a tutor just for support.

Faculty Professional Development: Earlier the faculty and teaching community was seen as the 
never-ending source of knowledge. Their role was to be thorough at every little thing they taught their 
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students. While this is true even today, faculty responsibility more than being comprehensive but also 
adapting themselves to newer and better ways of imparting knowledge and teaching in the class.

Just as students are expected to adopt new learning methods and subjects as a result of the rise of 
technology, similarly, teachers will have to step up their game by embracing new roles and responsibili-
ties. As it is, due to pandemic this change is seen right now. Instead of going from typical classrooms 
to conducting lectures in Zoom/ Microsoft Teams, faculty is bracing for online learning and teaching.

Genius Hour: To promote innovation, ingenuity, Google encourages its employees to devote 20 percent 
time to side projects. This is because the company believes that enabling people to work on something 
that interests them will eventually lead to better productivity and innovation. Similarly, business schools 
will be expected to have the “Genius Hour”, where students are free to learn what makes them curious. 
This hour will look more open-ended and less organized. This hour’s purpose is to take a break from a 
rigid, test-driven, and ‘achievement-focused’ learning environment. With this extra time, students will 
have the chance to explore their ideas and follow their instincts—without being assessed or monitored.

Immersive Education: With the help of extended reality, which is a mix of virtual, augmented, and 
mixed reality, faculty can provide immersive learning to students, no matter where they are. For example, 
with the help of a headset, a lesson about ancient industrialization in the early 1900 can come alive, as 

Figure 1. Business education trends post-Covid
Source: Author
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the student walks around the digital version of that time zone. Not only does this make learning fun, but 
it also encourages them to immerse themselves in the lesson.

Personalized Learning: Business schools will and no more can afford to have strict and standard 
structures or delivery mechanisms. The time has come to reckon that it is the generation of personaliza-
tion, right from the recommendations for what to eat and what to see, to where and how they consume 
data. Platforms like Netflix and Amazon, along with Zomato, promote personalized convenience by 
removing restrictions related to location, device, and timing. Hence, education, too, is not far behind from 
delivering personalized education, especially since the speculations and debates around the traditional 
lecture process that does not work for every student. This is primarily because every individual has their 
unique strengths and weaknesses, and grasps concepts at their own pace. In a traditional classroom setting, 
going at each student’s pace is impossible. Hence, the demand for personalized learning will increase 
with the realization that technology can aid and facilitate this process. With technology, students can get 
access to study material online, including documents and videos, allowing them to learn about concepts 
at their speed, anytime, anywhere.

Project-based Learning: As we enter the third decade, business schools are finally moving on to 
active learning. Gone will be the days when students sat passively at desks while professors lectured end-
lessly, expecting the class to soak up all the knowledge. The trend in the educational sector and more so 
in business schools will and is project-based learning wherein students will collaborate, think critically, 
and work in a group to develop innovative projects and come up with answers to complex questions. 
Business schools will need to bring in companies that offer students industry-relevant projects. This 
also will help and ensure students get to adapt to a new way of learning and also be in-sync with what 
the real world looks for.

STEAM Replaces STEM: For a long time business schools have focused on analytical skills devel-
opment and hence, focused on recruiting students with strong Science, Technology, Engineering, Math 
(STEM) or inspiring pursuit of it. But now Science, Technology, Engineering, Art, and Math (STEAM) 
will replace STEM. The last few years have increased the popularity of the STEAM approach to learning. 
This is because various industries want professionals who are disciplined in the areas of creativity and 
art as well. Arts, includes humanities, language arts, dance, drama, music, visual arts, design, and new 
media. Today, global businesses and the world want to recruit candidates who do not just have technical 
knowledge but also can think creatively, come up with innovative solutions to solve problems, blend in 
with different cultures. It is here that business schools will have to shift their gears and propel towards 
adopting the STEAM approach and it is this approach that helps better than mere STEM to not only 
meet this requirement but develop holistic and grounded individuals.

So, if business education has to be more relevant and useful to the changing order in the global so-
ciety and take headlong with the above future trends in business education, business schools will need 
to focus on:

1.  Meaningful relationships with professors and peers. Develop an intimate setting, cultivating mean-
ingful relationships between students and their professors, and students and their peers (Baporikar, 
2015c).

2.  Open doors, flexible office hours, and inviting professors who create an environment where students 
can question without fear due to relationships that hold meaning beyond the classroom.

3.  Students get space and opportunity to create their learning community, involving leadership oppor-
tunities, field trips, and occasions for celebrating their successes. Provide more interaction among 

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



295

Trends for Business Education Post COVID-19
 

fresher and entrants with more opportunities to network and work together in groups, facilitate 
class team projects, and so on.

4.  Develop group identity early on with more meet and greets with professors, social interaction with 
school staff, more informal opportunities to get to know each other, and ensure leadership oppor-
tunities in all aspects of the student experience in the school and faculty.

5.  Building upon the excellent history of entrepreneurship, the apprentice project, and experiential 
out of classroom learning enhances strong leadership skills (Baporikar, 2019a).

6.  Programs of mentoring younger students help strengthen the experience of the business education 
program as a whole and give the mentoring students the responsibility and real-world context of 
coaching, leading, and develops integrity and conduct (Baporikar, 2019b).

7.  Strong connections and an annual leadership summit with alumni who have leveraged their ex-
perience at alma mater into a leadership role in their career will provide current students with an 
idea of what they can achieve and keep the development of leadership skills as a central aim of the 
business education programs.

8.  Provide students the opportunity to learn in a dynamic and engaging environment via experiential 
learning (Baporikar, 2017b). Offer variety in course design, the courses can allow for workshops, 
cases, presentations, event planning, and field trips that enable the students to learn about and 
encompass real-world issues and organizations as this allows students to experience and develop 
the skills necessary to prepare for the future. Students could likely utilize these skills through some 
form of co-op or internship program. Such a program would allow students summer employment 
in their preferred area of study, and expand their experiential learning experience through the real-
world application (Baporikar, 2018b).

9.  Provide more variety in experiential learning opportunities, different types of organizations (arts, 
non-profit, public systems such as health) Bring real-world issues into the classroom (e.g., climate 
change; disasters occurrence to contextualize learning to ensure finer engagement and quality stu-
dent learning (Baporikar, 2020). Offer more interdisciplinary perspectives such as current politi-
cal issues (e.g., management-political science-focused course) and also optional courses in basic 
workplace skills (e.g., PowerPoint, Excel, presentation skills, software applications that are used 
in the workplace).

10.  Creativity and flexibility in program design (workshops/guest lecturers/case competitions/unique 
experiences), ensure creativity in curriculum design, by encouraging professors to include practical 
experience and cross-course collaboration to maximize learning potential. Professors should be 
given the flexibility to supplement class material with opportunities to hear guest lectures, attend 
case competitions and other unique experiences and students must be provided an opportunity to 
complete a program evaluation and a course evaluation that addresses creativity within their pro-
gram (Baporikar, 2015a).

IMPLICATIONS

Transforming business education is complex and intertwined with research and faculty apart from closely 
connected issues that lead to a final question concerning the role and purpose of business education 
as a whole in the future: for whom do business schools create value? Although the business education 
and business school has been the major success story in the university in the last quarter of the century, 
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if measured in terms of growth in demand and by looking at the MBA as the only truly global degree 
(Mintzberg, 2004), it has come under attack about its fundamental nature and value. Business education 
programs especially MBA are criticized for having become too customer-focused and too business-
focused, at the expense of a truly professional orientation focused on the common good. Khurana (2007) 
concludes in his history of management education that leading business schools moved from a “tyranny 
of the faculty” to a “tyranny of the markets.” While this shift may have gone furthest for the leading 
business schools, most of them live under both tyrannies.

Neither of them is healthy as tyranny or dominance of faculty means that education is seen through 
the lens of teaching, not learning. Students are taught, examined, and graded and they are not seen as 
partners or co-producers in a two-way learning process. If students have learned, what they were taught, 
they pass the exams and receive good grades. Faculty has a defining role in designing the courses, the 
programs, and the pedagogy (Baporikar & Parker, 2019). Research is seen as the prerogative of the in-
dividual faculty, not as a social obligation. It is an expression of their freedom of research and teaching.

All aspects of research, areas, and topics, theoretical or practical focus, national or international ori-
entation, as well as the forms and channels of publications are objects of their free decisions. They are 
free to define them according to their scholarly preferences and experiences, their reputation building 
strategies, their economic interests, or their political convictions. Even if the school may have research 
priorities and programs of their own, which they try to get accepted by their faculty, but there are clear 
limits to the success of their “carrots and sticks.” The higher the scholarly reputation of the faculty, the 
more likely it is, that they will use their status and their attractiveness to other schools to extract extra 
benefits and freedom from the demands of the school (Hühn, 2014). Engagement for institutional self-
management and development (program management, leadership roles in committees and faculties, etc. 
will then become the domain of the less reputed faculty.

If they are under the tyranny of the market that is market dominance, it shows in different ways as 
well. Business schools build and strengthen their brand name through institutional strategies. Financial 
well-being and success, revenues, costs, and surplus, play an important role. They use marketing and 
communications to position the school and its particular strengths in an increasingly transparent and 
competitive landscape. Accreditations and rankings measure and demonstrate their comparative success 
and make it widely known to different stakeholders and the public. Dedicated faculty and administra-
tors, who will make their demands known internally, thereby, are managing accreditations and rankings 
challenging faculty dominance (Baporikar, 2018a, 2018c; 2017a). They attract high-profile faculty and 
develop carefully their international networks of business school and corporate partners, who should 
reflect favorably on the school’s reputation. Further, collaborative dynamics between business schools, 
but also between faculty and students, give way to competitive dynamics. The logic of secretiveness and 
holding back overtakes openness and sharing as student’s selection is from the pool of applicants. The 
bigger this pool is and the lower the rate of acceptance, the higher is the school’s reputation. Besides, 
the higher the reputation, the more increase in the made. Students are viewed as customers, who buy a 
service and whose demands have to be fulfilled. Success is measured by “customer satisfaction” surveys 
and that is a danger as the very educational purpose is likely to get lost in the process apart from quality 
being questionable (Baporikar, & Sony, 2020).

Faculty dominance and market dominance both are present in varying degrees in today’s business 
education and business schools. They force different orientations on administration and leadership, be 
it the research interests of faculty or the market focus of the institution. Both have clear limitations and 
problems. What gets lost is the genuine educational mission that cannot be measured in terms of student 
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satisfaction or starting salaries. What gets lost also is the professional contribution to the common good 
(Starkey, Tempest, & Cinque, 2019; Podolny, 2009).

If business education wants to attract and inspire talented students, if they want to secure political 
support, and if they want to keep the public trust, they have to start looking beyond their interests, those 
of their faculties and those of their direct “customers.” They have to start thinking about their contribu-
tions to society. Do they educate the kind of managers and leaders society needs? Do they provide their 
graduates with social awareness and social competencies they will need to manage controversial issues 
in business and society? Will they be able to engage in solving the big economic and social issues we are 
collectively facing? Moreover, do they produce research that is accessible and useful for understanding 
and acting toward solving these issues?

The reforms based on the results of the Ford and Carnegie Foundation reports (Pierson, 1959; Gordon 
& Howell, 1959) have been very successful in embedding business administration in a research-based 
body of knowledge, thereby elevating its academic status. These reforms, however, did nothing toward 
making business administration more socially trustworthy. On the contrary, by basing their theories on 
a particular interpretation of neoclassical assumptions about the efficacy of markets, scholars came to 
rationalize individual selfishness as socially advantageous, which was enthusiastically embraced by the 
top management in many parts of the business world, in particular in the financial services. The defend-
ers of personal responsibility and social trustworthiness were relegated to the back seats. As Augier and 
March (2011, p. 275) conclude in their critical analysis of the development of business schools in the 
USA, discussions of the role of management as a profession in creating a better world thereby have been 
made largely irrelevant, as discusses the role of the business school in improving society. Developing a 
constructive role for business schools in contributing to the pressing global challenges will need major 
changes in the dominant business school model, a model that has been developed in the USA, but that 
has become the dominant model for business schools in many other places as well.

SOLUTIONS AND RECOMMENDATIONS

Reforming business education means more than simply adding courses in the humanities. The entire 
business education curriculum must be infused with multidisciplinary, practical, and ethical questions 
and analyses reflecting the tangled challenges business leaders face. In revising the curricula, we em-
phatically do not advocate that business schools abandon science. Rather, they should encourage and 
reward science that illuminates the mysteries and ambiguities of today’s business practices. Oddly, for 
all the emphasis business schools put on science, they do little in the one area of contemporary science 
that probably holds the greatest promise for business education cognitive science, and neuroscience. 
There, pioneering scientists are using functional magnetic resonance imaging technology to study how 
the brain behaves while making economic decisions, including gender differences and the role of trust.

The problem is not that business schools have embraced scientific rigor but that they have forsaken 
other ways of knowing. It is not a case of either/or. Manifestly, there are business professors who do 
research contributing to both science and practice (Dostaler & Tomberlin, 2013; Lee & Cassell, 2011). 
Besides, not every professor needs are such a skilled switch hitter. In practice, business schools need a 
variety of professors with different skills and interests, which, collectively, cover territory as broad and 
as deep as the challenges business managers face. As the late, Sumantra Goshal wrote, citing Clegg and 
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Ross-Smith, in a probing analysis of the problems with management education today “the task is not one 
of delegitimizing existing research approaches, but one of relegitimizing pluralism.”

Rebalancing runs against the perceived self-interest of many faculties, not to mention the seemingly 
unstoppable trend in academia toward specialization (Kieser, 2011). We believe the most effective levers 
for overcoming this resistance are personnel policies related to recruitment, promotion, tenure, and other 
academic rewards (Baporikar, 2015a; Finch, Deephouse, O’Reilly, Massie, & Hillenbrand, 2016). Instead 
of blindly following the paths forged by trade schools or traditional academic departments, business 
schools must create their unique standards of excellence. However, many business school leaders now say 
their universities are forcing them to adopt the same standards for hiring and promotion used by graduate 
departments in the hard sciences. In our view, this is often an excuse for maintaining a dysfunctional 
(but comfortable) system. Law schools and schools of music, dentistry, pharmacy, and fine arts have all 
carved out standards that are appropriate for their various professions, and now business schools must 
have the courage to do the same (Lee & Cassell, 2011).

FUTURE RESEARCH DIRECTIONS

Some of the interesting research areas in business education would be to undertake studies and investi-
gate the impacts and environmental influences on business education including issues of globalization, 
global sustainability, and advances in digital and social media. Another line of research would be to 
delve and explore the challenges and criticisms of business education covering issues of legitimacy, 
business model sustainability, and the need for change in business models. For us, we intend to further 
explore and take up studies on the ways and approaches to the re-invention of business schools and the 
creation of alternative models of management education and approaches for effective implementation 
and delivery of those models. A wider discussion of academic leadership and leadership in business 
schools is essential. In conclusion, these debates and criticisms of business schools need to be continued 
and addressed through empirical research that may also be contextual to the location of the business 
education. How to establish standards for business education that are benchmarked for quality but not so 
standardized that they do not meet the requirements of individual economies is also another interesting 
path to investigate.

After all healthy debates through research need to be undertaken so that ideas and innovation in 
business education are not only presented openly and constructively but also widely disseminated for 
the larger benefit of the education of global society.

CONCLUSION

As has been argued in this chapter, the future of business education has to be, responsible management 
education for a sustainable world. It will need fundamental changes in business and management edu-
cation, management research, and managing faculty. This means the time has arrived to redefine the 
role of business education and business schools as social institutions with a clear public responsibility 
in a more technology integrated world. Business education world over is devoted overwhelmingly to 
technical training. This is ironic because even before Enron, studies showed that executives that fail--
financially as well as morally--rarely do so from a lack of expertise. Rather, they fail because they lack 
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interpersonal skills and practical wisdom; which Aristotle called prudence. Aristotle taught that genuine 
leadership consisted of the ability to identify and serve the common good. To do so requires more than 
technical training. It requires an education in moral reasoning, which must include history, philosophy, 
literature, theology, logic, and above all curriculum, methods, and metrics that ensure the development 
of foresight, conviction, and moral compass.
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KEY TERMS AND DEFINITIONS

Business: Pertains broadly to commercial, financial, and industrial activities.
Challenges: Something that by its nature or character serves as a call to make a special effort, a 

demand to explain, justify, or difficulty in an undertaking that is stimulating to one engaged in it.
Competence: Refers to the capacity of individuals/ employees to act in a wide variety of situations. 

It is their education, skills, experience, energy, and attitudes.
Development: Means ‘steady progress’ and stresses effective assisting in hastening a process or 

bringing about the desired end, a significant consequence or event, the act or process of growing, pro-
gressing, or developing.

E-Learning: Electronic learning (or e-Learning or eLearning) is a type of education where the 
medium of instruction in computer technology. In some instances, no in-person interaction takes place. 
It can be defined as a planned teaching/learning experience that uses a wide spectrum of technologies, 
mainly internet or computer-based, to reach learners.

Education: The process of formal knowledge giving process. The actions in process of imparting for 
acquiring general knowledge, developing the powers of reasoning and judgment, especially at schools, 
generally for preparing oneself or others for mature life.

Faculty: The entire teaching and administrative force of a university, college, or school.
Higher Education: The act or process of imparting and acquiring knowledge, developing the pow-

ers of reasoning and judgment, the act and practice of imparting knowledge, especially at college, or 
university, the theory of teaching and learning generally of preparing oneself or others intellectually for 
mature life.

Impact: To affect, the effect of coming into contact with a thing or person; the force exerted by a 
new idea, concept, technology, or ideology, the impression made by an idea, cultural movement, social 
group, it is to drive or press (an object) firmly into (another object, thing, etc.) to have an impact or 
strong effect (on).

Knowledge Development: The development of knowledge includes not only processes of external 
knowledge procurement (i.e., through cooperative efforts, consultants, new contacts, etc.) or the creation 
of specific knowledge resources like research and development departments. The formation of personal 
and technical knowledge networks is also part of the development of knowledge.

Learning: The knowledge acquired by systematic study in any field of scholarly application and 
includes the act or process of acquiring knowledge or skill, which generally lead to the modification of 
behavior through practice, training, or experience, practice, or exercise, and includes associative processes.

Management Education: The act or process of imparting or acquiring knowledge to develop the 
members of the executive or administration of an organization or business, managers, or employers 
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collectively, or train in the techniques, practice, or science of managing, controlling, or dealing, in the 
skillful or resourceful use of materials, time, etc.

Student: Pupil, a person formally engaged in learning, especially one enrolled in a school or college; 
any person who studies, investigates, or examines thoughtfully.

Sustainability: Sustainability is the ability or capacity of something to maintain or to sustain itself.
Tacit: Expressed or understood without being directly stated or in words, to involve or indicate by 

inference, association, or necessary consequence, to contain potential sense.
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ABSTRACT

In this chapter, the author focuses on the reality of living through a pandemic that made people world-
wide 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 stu-
dents. 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.

INTRODUCTION

Because of the Pandemic, the world economy changed. Purchasing habits, lifestyles, entertainment, 
amusement, study, and work itself have evolved. According to the Interactive Advertising Bureau (IAB, 
2020), health contingencies caused 6 out of 10 Internet users to isolate themselves rigorously. As a re-
sult, more online purchases were made, 2 out of 3 people faced a change in household income, so they 
became more careful with managing income and savings, and 44% of Internet users increased their 
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family spending during the last quarter of 2020. Concerning the first quarter of 2021, caused by price 
increases in almost all product categories and purchases of new products such as vitamins and antigen 
tests to travel, continue with their daily activities, and ensure they remain healthy.

According to Salvatto (2021), the technological revolution we are experiencing is changing our reality 
like never before, bringing endless opportunities and threats that need to be considered. The post-Covid 
world is a mixture of speed and uncertainty, making people and companies learn to be flexible, adapt-
ing in weeks or hours to new business schemes, and using new technologies to solve customer and even 
family problems in a matter of minutes.

An example of this is how different communication media have reached 100 million users world-
wide. Created in 1878, phones took 75 years to get 100 million users. Cell phones, launched in 1979, 
took 16 years. The Internet, started in 1990, seven years. Facebook, developed in 2004, four years and 
six months. WhatsApp, created in 2009, three years and four months, and Instagram, set in 2010, only 
required two years and four months. These figures explain the speed of new technologies and forms of 
communication that have become important communication and business platforms.

This chapter provides the elements to understand how the reality of living through a pandemic made 
people worldwide and in México prioritize their matters of importance to be adequately informed. In 
principle, people wanted to take care of their family health by getting the best benefits from the health 
system (70%). They also wanted to know about addressing and improving poverty issues caused by Co-
vid19 to help their communities’ needy (62%). Also, people were interested in managing mechanisms 
to strengthen educational systems (62%) and being aware of other issues, such as climate change (61%). 
(Edelman Trust Barometer, 2021).

Furthermore, trust all information sources such as search engines, traditional, social, and owned media 
were at record lows in trustfulness. Table 1 presents trust percentages in each source.

According to Luque et al. (2020), Twitter has become more than just a social platform, as it helped 
spread positive and alarming pictures of the Covid19 situation by the primary domestic and global media 
to show the reality that turned out to be more severe than officially deemed and that was exposed by 
unofficial global media in different countries. Although some of these images were fake or not true, it 
made the media’s credibility worldwide decrease.

The goal is to analyze the challenges faced in the educational sector and the business arena, describ-
ing the new types of consumers and global consumer trends that emerged during the pandemic, which 
will remain throughout the post-Covid19 period thanks to technological advances.

Table 1. Trust percentages in each source

Year Search Engines Traditional Media Owned Media Social Media

2020 62 61 46 40

2021 56 53 41 35

Source: Adapted from the Edelman Trust Barometer 2021.

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



306

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

DEVELOPMENTS IN THE POST-COVID 19 PERIOD

For the first time in the world of the mass media, people felt uninformed, full of contradictory fake news 
or false information (60%). In contrast, the social and political aspects were left on the back burner. 
(Edelman Trust Barometer, 2021). Making simple decisions such as using a mask, understanding the 
right sanitation conditions in workplaces, or knowing the time and place to get the Covid19 vaccine 
became complex and even stressful situations for people.

For this reason, we went from Transmedia Storytelling to the new phenomenon of Transmedia Om-
nichannel. In Transmedia Storytelling, any media, whether traditional media, digital media, a business 
website, or a personal comment, could generate news, either through a formal statement or from a tweet. 
But with the Transmedia Omnichannel, people are more careful when they receive a message. They 
search for information in different media, basing their decisions on the data found in traditional and 
digital media sources. Also, they validate data integrity with friends or family members using WhatsApp 
or Facebook, as this strategy generates more confidence than viewing a YouTube video or posting on 
social networks, as social networks can contain fake news. As a result of the pandemic, consumers were 
eager to have information from various sources. They became selective of the final data they considered 
accurate or more convincing based on their decision-making process in simple matters like staying healthy.

From a medium- to long-term perspective, the current push for digitization needs must be backed 
by investments focused on economic recovery and the necessary complementary (business and public) 
intangible capital. If the funds are used in such a manner, a post-Covid19 scenario will likely lead to a 
pronounced increase in labor productivity growth (Roth, 2021).

The Coronavirus crisis has placed us quickly and intensely in a scenario of high volatility, uncertainty, 
complexity, and ambiguity where digitization is an essential element. This digital evolvement implies 
that companies generate new processes and rethink how they want to work with the new ways of doing 
things, seeking to become more efficient with their resources. Table 2 presents how companies perceive 
that digital transformation has created value in their organizations. The factors evaluated and perceived 
to have made the most value due to this digital transformation were Customer Experience/ Engagement, 
Mobile Technologies, and Digital Asset Management. (Jeffrey Group, 2020)

It is essential to mention the growth in the use of apps and digital platforms. Although they were 
already in a growing trend from previous years, their use intensified due to confinement. This fact is 
because while being at home and returning to a new post-Covid19 reality, people use this form of com-
munication to continue working, studying, and contacting family and friends. Also, to make online 

Table 2. Percent of digital transformation value to organizations

Customer Experience – Engagement 13.7 Data Mining - Analytics 10.6

Mobile Technologies 13.5 E-commerce 10.6

Digital Asset Management 13.0 Product Information Management 9.4

Cloud Computing Services 12.8 Internet of Things 6.5

Source: Adapted from Jeffrey Group (2020).
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purchases without leaving home, obtain information on current topics of interest, or simply as a means 
of entertainment. (IAB Mexico, 2020).

About health, the imposition of lockdowns during the different waves of the Covid19 outbreak was 
driven by the alarming projected spread of the disease, aiming to reduce the health impact of the epi-
demic but not to stop transmission completely, to suppression (Ferguson et al., 2020; Lacobucci, 2020). 
These lockdown restrictions and the resulting impact on social life and the economy are linked to at least 
two significant adverse public health consequences: reduction in physical exercise and mental health 
deterioration. A growing body of international studies show that lockdown policies harm mobility and 
outdoor recreational activity (Askitas et al., 2020); the adverse impact of Covid19 and lockdown restric-
tions on mental health has also recently been documented (Banks & Xu, 2020; Davillas & Jones, 2021).

When people could no longer do any physical conditioning indoors, due to the closure of gyms, 
and outdoors, due to mobility restrictions, coaches and trainers began to offer the same classes through 
electronic platforms such as Zoom and Google meet. This way, people could continue with their exercise 
routines, and this particular segment could continue operating. As soon as it was clear that Covid19 
could be controlled with safe distancing and masks, many exterior activities such as Soccer and even 
the traditional 2021 Superbowl in the United States came back to normal.

Concerning physical, spiritual, and psychological well-being, people unable to leave their homes, 
regardless of the weather, saw the opportunity to continue exercising at home. Thus, increasing the sale 
of electronic exercising devices significantly, such as treadmills, elliptical trainers, fixed biceps, and 
rowing machines. Same for the video game industry in which they could dance, play sports, or do any 
kind of physical conditioning as well. Another effect was churches offering their traditional Sunday 
masses through YouTube and Zoom with the opportunity to interact and participate in Spiritual retire-
ments, where participants received the talks and meditations via WhatsApp. Also, Psychologists and 
Nutritionists continued their therapies by Facetime or Zoom. They returned to their offices with face 
masks and the necessary social distance measures as soon as possible.

Weather conditions did not exacerbate the mental health costs of the pandemic. Promotion of the 
existing guidelines from public health authorities on regular indoor exercises should be further intensified 
during winter lockdowns since weather conditions affected people’s outdoor physical activity. (Burdett, 
Davillas, Etheridge, 2021)

While countries finished with their vaccination campaigns, people had the opportunity to return to 
their sport and spiritual activities as they did before the pandemic. Still, others preferred to continue 
maintaining their exercise routines, therapies, and religious services through Zoom or Facebook because 
of the safety and practicality of not having to leave their home. This fact is an evolution that is here to 
stay even after the pandemic, and that these types of service providers will have to continue offering to 
their users.

Table 3. Growth of the most popular apps during the pandemic

Netflix Microsoft Teams Zoom Skype Facetime

9,550% 1,100% 875% 550% 548%

Source: Adapted from Jeffrey Group (2020).
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Faced with uncertainty, people began to worry about keeping their jobs and how they could help 
in their communities without leaving home. Also, people worried about public support focused on the 
unemployed or companies that, due to their activity, were necessary to continue operating or bankrupted, 
mainly department stores, pubs, and restaurants.

Priorities changed overnight. Environmental problems were significant, but it was even more important 
to know how people would continue teaching or working from home; how their children will continue 
with their classes without having an estimated date to return to face-to-face courses. The challenge was 
solving how they would balance work, personal, and home school activities. Activities made in a limited 
space and without having the distractions of attending social gatherings or walking or going on vaca-
tions safely; having families to wait from health and work-related aspects and personal projects. After 
families had to postpone health, work-related and personal matters, significant changes emerged in their 
consumer behavioral patterns, study methods, and lifestyle habits.

One of the consumption trends that had already been observed and increased with the crisis was 
online shopping. It is foreseeable that some patterns and practices of the digital economy adopted out of 
necessity will remain part of new normality even after the pandemic problem is solved. On the one hand, 
to support the digital transformation process, the Government had the task of increasing the availability, 
accessibility, and affordability of the connectivity and broadband infrastructure to extend the benefits of 
digitization to the most significant number of business dimensions, regardless of their economic activ-
ity, geographic region, degree of urbanization, etc. On the other hand, it had the task of promoting the 
digital transformation of companies through training and financing to get the full benefits of digitization. 
Finally, proper competitive conditions were procured so that companies, particularly SMEs, had similar 
access conditions to markets, allowing them to enter digital markets successfully. (Navarro, 2021)

Prioritization was a constant in all people’s lives, and it will continue to be so after the pandemic. To 
prioritize activities to carry out a daily task without the same number of employees. Prioritize economic 
resources to guarantee their existence in the event of employment scarcity or the case that the segment in 
which they operate did not reopen soon. Prioritize the patients who had to be seen first when hospitals 
were saturated; In the case of governments, prioritize the aspects that would help them quickly overcome 
the aftermath of Covid19. Prioritize which products to buy online and on which platforms, depending 
on delivery times. Prioritize who to meet with for a video call or focus on essential home activities after 
combining Home Office and Home School activities simultaneously. In having to leave home, prioritize 
the most critical actions during those hours they were away while staying healthy.

GLOBAL TRENDS IN THE EDUCATIONAL AND BUSINESS SECTORS

The pandemic caused a sharp contraction in economic activity since the primary measure adopted to 
control the spread of the virus was a substantial restriction of productive activities. This fact reduced the 
Gross Domestic Product (GDP) of most countries. For example, due to Mexico’s economic activities 
limits, GDP was reduced by 8.5% in 2020 compared to 2019 (INEGI, 2020). Likewise, the use of digital 
platforms increased significantly in the educational and financial sectors. Businesses from transnational 
companies to Small and Medium Enterprises (SMEs) and even recreational and tourism services evolved. 
The result is that online sessions replaced face-to-face sessions. Additionally, payment forms and services 
offered through the companies’ internet pages or apps increased significantly.
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In Mexico, six out of ten SMEs sell online, and two ventured into this kind of app distribution chan-
nel derived from the pandemic (Asociación Mexicana de Ventas Online, 2020). This fact is an example 
that supports the expectation that this accelerated growth trend in the digitization of the economy and 
electronic commerce will continue in the future. Some of the digital economy practices adopted out of 
necessity today will remain as part of new normality. SMEs increasingly recognize the importance of 
electronic commerce as a high-growth distribution media that allowed them to diversify compared to 
traditional channels (Asociación Mexicana de Internet, 2020).

Table 4 shows the percent of internet penetration in different countries to show that countries with 
greater internet access were more likely to carry out more electronic commerce operations. Although 
this phenomenon also occurred in developing countries, where lower socioeconomic levels had internet 
access through their mobile phones.

The pandemic showed that 70% of jobs could be done remotely. However, only 2 out of 10 compa-
nies had the necessary working and digital culture to efficiently implement this new working modality 
(Coronado; Llanos, 2020). It has been one of the most remarkable changes and challenges of this period 
to adapt in a matter of days. Traditionally everything done had to be done remotely using digital platforms 
or taking those services offered directly to consumers’ homes.

During and after the pandemic, people’s priorities changed. Many people became more sensitive to 
being affected by this virus or losing a loved one to this disease. The world has changed, and two sec-
tors in which these changes have been more tangible, which will be analyzed in-depth in the following 
sections of this chapter, is precisely the Education and Business sectors.

Challenges and New Trends in the Education Sector

Since the pandemic’s beginning, the educational sector was one of the most privileged due to the previ-
ous implementation of proper technologies and Internet tools. Therefore, in just a few days in Mexico, 
preschool to Ph.D. studies classes migrated from the schools and universities classrooms to students’ 
homes. In this way, the educational environment entered into a new Home School modality. Furthermore, 
thanks to their uninterrupted activities, the educational sector was one of the few capable of maintaining 
its revenue level.

As most jobs were kept, teens and adults continued with their studies, and some online programs 
even increased their tuition prices, given the higher demand. Many people wanted to study for years but 
did not enroll due to the lack of time. This new online modality avoids commuting times, and people 

Table 4. Internet penetration

Country In % Country In %

Canada 98 Chile 58

United States 81 China 45

Argentina 63 Brazil 43

Mexico 61 Turkey 41

Source: Adapted from Navarro (2021).
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are at home attending to their families while studying, which contributed to the growth of this online 
consumption segment. Table 5 presents significant purchasing preferences when compared to the 2020s.

The challenges faced by teachers, students, and parents, while adapting workplaces and study materi-
als to a digital format, they had to innovate continuously and implement teaching techniques to capture 
students’ attention through a screen. The educational institutions had to offer immediate training to 
teachers to maintain a high academic standard to achieve the school objectives of the different cycles.

As for the teachers, they faced the following challenges:

Table 5. Major purchasing preferences

Courier Services Education Payment of Services Bank Services Mobile Phone

52% 52% 75% 78% 78%

Source: Adapted from AMVO (Asociación Mexicana de Venta Online) (2021).

Figure 1. Typical Rules for a Home School Session
Source: Author
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1.  To change from traditional teaching materials to remote session formats via digital platforms such 
as television, Zoom, Microsoft Teams, or Google Meet. When taught in person, teachers can in-
teract and talk with students so that less material is required to be covered. In contrast, if students 
do not have the same level of participation in online classes, many different topics would have to 
be prepared in advance to be covered appropriately.

2.  Establish rules for remote session interactions where students are requested to connect on time, 
keeping their computer or mobile device cameras always connected and their microphones muted 
until their participation is asked for with a respectful behavior towards teachers and student´s com-
ments. Figure 1 shows some typical rules for a Home School Session by zoom or videoconference 
platforms.

3.  Comply with the training requirements that educational institutions at all levels offered to teachers 
to give them tools such as Kahoot, Socrative, Classroom, or Reading. Platforms to be used during 
their sessions to make them more attractive for students and help keep their attention.

4.  Design individual and team participation dynamics that could be carried out remotely and accord-
ingly to the study program’s objectives.

5.  Establish evaluation and feedback procedures that promoted real student learning, with realistic 
and achievable metrics within a limited time frame.

6.  In television sessions or where it was impossible to have live conversations between teachers and 
students, establish forms of communication and deliver the materials requested during the school 
year by using WhatsApp, text messages, or email.

7.  In countries with face-to-face classes, it was a great challenge to establish security protocols such 
as masks at all times by teachers, administrators, and students. Also, it was challenging to achieve 
proper accommodation in classrooms to promote healthy distance between students. Another chal-
lenge was developing a health control of those attending the classes, such as taking the temperature 
at different times of the day or keeping an entire group under observation without attending college 
or university in the event of infected students.

8.  To adapt to more extensive than usual courses or with the presence of international students since 
some courses, especially postgraduate ones, increased their online enrollment by offering the op-
portunity to people from different countries and cities to enroll. Such has been the success that 
many seminars, even after the pandemic, will continue with the online modality.

According to Núñez et al. (2020), our knowledge society requires more institutions and teachers 
that ease knowledge generation to create an excellent educational system that guarantees equality and 
improves quality to influence productivity growth positively and improve the quality of life of its citi-
zens. To surmount the crisis caused by Covid19, the so-called digital natives need as much, or even a 
more complete and complex training than their predecessors, if they want to master the information to 
access skills and knowledge to solve all kinds of problems. As a result, they can develop an enriching 
life to create social wealth and well-being. This goal requires organizational changes, alignment of ob-
jectives, simplification of the current bureaucratization, and, most importantly, improvements to make 
the teaching and research profession attractive to new talent and motivate students in their training. It 
also requires establishing a solid and relevant information system that Artificial Intelligence and other 
Big Data analysis tools allow to provide the system with the necessary analytical capability to identify 
problems and propose innovative and flexible solutions.
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Delving further into parents’ perspective, the interaction of school closures and parents in economic 
distress will have long-term effects on children and teenagers. Fathers’ earnings dropped to zero were 
about 7.5 percentage points less likely to have received additional paid learning resources (such as tutor-
ing or learning apps) than fathers who did not experience a drop in earnings during the early months of 
the pandemic. Fathers whose earnings dropped to zero appear to have substituted reduced paid learning 
resources with time. Their children received about 30 more minutes of help with schoolwork per day. 
Mothers with earnings reductions to zero or reduced earnings more generally experienced mental health 
deterioration by 18% and 11%, respectively. The quality of parent-child interactions has also been af-
fected, but only for fathers.

On the one hand, fathers whose earnings dropped to zero were less likely to talk regularly about matters 
with their children. On the other hand, they were also less likely to quarrel often with their children. For 
mothers, labor market shocks did not significantly affect their interactions with their children regarding 
fighting or talking about things that matter. Results suggest that these sources might be further aggravated 
when parents experiencing economic distress are obliged simultaneously to care for their children when 
proper care is shut down. (Hupkau, Isphording, Machin, & Ruiz-Valenzuela, 2021)

The previous study sustains that the main challenges faced by parents were:

1.  Achieve a balanced schedule to support and supervise their children in school activities while at 
the same time carrying out their professional and home activities.

2.  Establish study spaces at home that favor the concentration and learning of their children.
3.  In the case of families with sufficient resources, looking for remote or in-person support would 

complement the missing gaps in their children’s learning process.
4.  Establish and differentiate school allotted time from healthy leisure time to achieve healthy coex-

istence with their children and avoid wear and tiredness from school duties that affect their family 
relationships.

5.  Adapt patiently to all school and teacher requirements, trusting that all actions implemented by 
governments and educational institutions were for their children’s well-being and proper learning.

Regarding students, school closures and other lockdown policies seem to have reduced the mortality 
associated with Covid19 in most countries (Dehning et al., 2020; Flaxman et al., 2020).

However, some differences were shown in the impact between individuals with low- and high-educated 
parents. First, parents with higher levels of education are more capable of substituting for the learning 
loss suffered by their children. Second, internet coverage for highly educated families is higher in most 
countries. Hence, they can benefit from the online resources while low-educated families cannot or 
can do it to a more limited extent. Third, while many children of low-educated families that experience 
educational mobility upward attain at most a secondary degree, most children of high-educated parents 
continue their academic career (Neidhoefer, Lustig, & Tommasi, 2021)

The reality was that students’ age and educational level made the process either easier or more dif-
ficult. In the case of Junior high school, High School, University, and Postgraduate levels, it was the 
student`s responsibility to attend and pay attention to the teaching sessions regardless of whether they 
were face-to-face or online. While addressing preschool-age students was a more complicated process 
since they needed their parents’ support and supervision during the online sessions to stay focused and 
comply with the expected learning objectives. At this level, greater cooperation among students, teach-
ers, and parents was needed.
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The challenges and new trends found in students were:

1.  The need to meet the learning objectives regardless of whether the sessions were online or face-to-face.
2.  Learn to use new technological tools such as Kahoot or Classroom as part of their school activities 

since they would continue to be used in the post-Covid period.
3.  Focus and honesty about what they were learning since they did not have a teacher in front of them, 

and making sure they had all the needed materials at hand. Their responsibility was to focus and 
learn and not just copy the information from previous note sessions.

4.  Maintain friendship relationships through digital platforms, as many countries continued with the 
online class modality, and there was no personal conviviality with their friends. The growth in 
digital platforms such as Messenger Kids, Playdates by Zoom, or playing video games online with 
their friends is a trend that increased during the pandemic. That will continue to be used even when 
all students return to classes in person.

5.  Value the fact that attending College or University is to acquire knowledge, interact with other 
people, and create networking experiences. Figure 2 shows students during their Home School 
Sessions.

In short, it is critical to highlight the importance of keeping personal and institutional incentives in 
place so that both systems persevere on the path of change and improvement. Among these areas of 
action, and as a priority, changes should focus on the following:

1)  Management of educational and research centers,
2)  Selection, training, and promotion of teachers and researchers
3)  Control of results, considering that any increase in education and science expenditure, which should 

be considered as an investment, must become a compelling incentive to launch, consolidate and 
achieve the expected educational objectives (De la Fuente, 2015).

Figure 2. Students during their Home School Sessions
Source: Author.
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Finally, the evolution of the institutions had to evolve to maintain the educational standards and 
achieve a safe return to the classrooms. It is necessary to capitalize on the new opportunities found in 
the online classes, such as those that involve the expansion of many local programs, both nationally and 
internationally.

DEVELOPMENTS AND NEW TRENDS IN THE BUSINESS ARENA

In the business arena, the pandemic was a digital accelerator. Many businesses had to improve their 
digital platforms, such as department stores and supermarkets, home delivery restaurants, digital banks 
offering more online transactions options to protect people by refraining them from visiting the branches. 
Digital platforms must improve to support work meetings and conferences by Zoom or Google Meet, 
promote workout sessions, provide medical consultations, experiment virtual tours in amusement parks, 
and foster the need for continuous innovation and new products sold through digital platforms like Netflix 
or video games. As a result, consumers are entertained. It is a fact that the pandemic increased the time 
spent on these platforms significantly. Figure 3 shows digitalization amid Covid19.

According to Sheth (2020), consumption habits are altered by changes in the context. Highlighting 
the following:

1)  Social context: These are events in the consumer’s life such as getting married, having children, 
relocating to another area or country, or even changing jobs.

2)  Technological context: the use of the Internet, the emergence of smartphones, tablets, computer 
change, and online shopping.

3)  Context of rules and regulations related to public and shared spaces: Maintaining clean public 
areas, respecting parking places with particular indications, or complying with the requirements 
requested for the use of common areas, whether public or private.

4)  Context of natural disasters, as well as regional, national or global conflicts: These are less pre-
dictable events such as earthquakes, hurricanes, war, or the Covid19 pandemic itself where those 
affected and the people around them change their behavior, either to receive help or to be able to 
collaborate in the best of their abilities.

It is interesting to note how within the pandemic, digital, and natural disasters context, three other dif-
ferent types of consumers emerged, given the nature of the virus, the beliefs generated around it, and the 
medical indications to take care of ourselves and remain healthy, these new consumers are the following:

1)  People who prefer to remain indoors: People who, despite having been vaccinated, continued to 
carry out their activities at home in lockdown, and after a year of not going out, are used to order-
ing groceries and accessories online to be delivered to their homes. During the morning, they do 
home office work while their children take online classes and organize meetings with their friends 
through zoom, which they enjoy widely. They even have services taken to their homes, such as 
a haircut or a bank messenger bringing a signature document. Although they could go out, these 
people saw the convenience of doing their daily activities at home and felt more secure by opting 
not to go out.
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2)  Mixed consumers: They are people who have applied a dual purchase scheme, either by mak-
ing purchases and activities online when necessary or in person, in the absence of other options. 
These consumers have learned to take advantage of all the technological advances in business, and 
whenever possible, to enjoy going out for a walk, visit a shopping mall or even enjoy eating at a 
restaurant with a terrace.

3)  People who have never stayed at home and continued carrying out their normal activities because 
they need to work or just for pleasure. Primarily, people from the health, media, self-service, and 
pharmacy sectors always kept working, and it was thanks to these people, who never left home, 

Figure 3. Digitalization amid Covid19
Source: Adapted from Kotler, Kartajaya, and Setawan (2021).
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others were able to satisfy their basic needs. These consumers taught us that it was possible to go 
out without getting sick with the proper precautions. Although some of these groups continued 
traveling and following their routines, as if the pandemic did not exist, they suffer from the virus 
(AMVO, 2020)

Additionally, and according to their income level, two types of consumers were observed:

1)  Consumers with savings and earnings: They can face the pandemic and its effects in a relaxed man-
ner. These consumers took advantage of the available time at home to complete unfinished tasks 
and reorganize their activities without the burden of financial needs while maintaining a higher 
level of physical and mental health.

It is often forgotten to highlight those businesses that had significant growth due to the nature of the 
pandemic. Such was the case of companies like 3M, Clorox, Amazon, Mercado Libre, zoom, google 
meet, antibacterial gel manufacturers, companies that provide home repair and painting products, food 
and drink industries, and funeral homes, among many others. Not to mention pharmaceutical companies 
able to develop successful Covid19 vaccines. Many have double-digit growth and are publicly traded, 
with significant impact and value increase at stock markets. Table 6 presents Internet-bought products 
with higher growth rates.

2)  Consumers lacking savings to overcome the crisis: They found themselves in severe economic 
difficulties when they lost their jobs or saw their income severely reduced. People who struggled 
with this and had stressful moments, and on occasions, suffered from health and mental related 
issues, set their goals to be financially prepared and avoid this from happening again. Some looked 
to relocate to countries that provide better support or seeked support from family members or 
friends. We also find groups of people whose businesses had to be shut down, such as bars and 
gymnasiums. They had to seek alternative income options in segments of great demand, such as 
Covid Testing services and the sale of face masks, among others. These are resilient people who 
did not let their guard down and learned the lesson to be better prepared and become less affected 
by future similar situations.

Table 6. Internet bought product with higher growth rates

Food Delivery 66% Pharmacy 41%

Clothes 57% Supermarket 40%

Beauty and Personal Care 52% Office 37%

Electronics 46% Sports 33%

Videogames 41%

Source: Adapted from AMVO (Asociación Mexicana de Venta Online)(2021).

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



317

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

It is said that during the post-Covid19 period, things will come back to normal. However, after this 
pandemic, everything will change. So, all that was learned and experienced needs to be capitalized to 
become more humane and supportive.

Globally and in Mexico, confidence in companies was the least volatile during the pandemic period, 
maintaining a positive confidence level of 71%. In Mexico, companies were the only institutions to earn 
points since the last edition of the report (+ 1pt.) because they maintain employment and stakeholders’ 
security in nonsecure environments defined by official changing guidelines related to Covid19’s evolu-
tion and vaccination.

On the other hand, institutions such as NGOs fell to second place in trustiness with 67%, and the me-
dia obtained 53%, classified as neutral institutions. In comparison, the Mexican Government is the only 
institution in mistrust (44%), with 12 points less since the last measurement in May 2020. Companies 
are the only institutions considered competent and ethical in Mexico; companies are the only institu-
tions respondents consider skilled in the country, with 40 points above the Government. (Edelman Trust 
Barometer, 2021). Table 7 shows us the levels of trust globally and in Mexico in companies, NGOs, 
Government, and the Media, where companies are the institutions most trusted.

The reality is that in the face of a new virus, vaccines became the only hope to return to the previous 
lifestyle before the pandemic. An efficacious vaccine is essential to prevent further morbidity and mortality. 
Although some countries might deploy Covid19 vaccines on the strength of safety and immunogenicity 
data alone, vaccine development aims to gain direct evidence of vaccine efficacy in protecting humans’ 
infection, and Covid19 to manufacture efficacious vaccines can be selectively upscaled. However, the 
most crucial efficacy endpoint, protection against severe disease and death, is difficult to assess in phase 
3 clinical trials. (Hodgson S. et al., 2020).

According to Sassen (2014), the growth of inequality in the world in the last 30 years has been 
relentless. They were making it clear that the income gap between rich and emerging nations is large 
and growing. This aspect is evident in the development and distribution of Covid19 vaccines, where 
developed countries made negotiations with pharmaceutical companies, even before the production of 
vaccines began to secure the first batches for their citizens. While less resourceful countries were put on 
a waiting list and could start their vaccination schedules up to 3 months after the developed countries 
did. Even for the last Quarter of 2021, they still have not received the requested vaccines to complete 
their vaccination programs.

By August 2021, while the world had administered more than 4,586 million vaccines, in the United 
States, more than 353 million vaccines had been applied, while in Mexico, only about 73 million vaccines 
had been administered (Our World in data, 2021). This fact causes the United States and other countries 
to complete their vaccination programs within their entire population to reactivate their economies. In 

Table 7. Trusted institutions

Business NGOs Government Media

World (mean) 61% 57% 53% 51%

Mexico 71% 67% 44% 53%

Source: Adapted from Edelman Trust Barometer (2021).
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contrast, developing countries like Mexico continue with incremental Covid19 cases that generate spend-
ing on the health sector. Many people continue to be in confinement and using online school schemes. 
While Covid19 is already being controlled in some developed countries, Mexico is still lagging in its 
vaccinating programs and cannot reactivate its economy fully.

According to the National Survey of Occupation and Employment (ENOE) of June 2021, the eco-
nomically active population amounted to 57 million 386 thousand people, of which 55.1 million (96%) 
were employed, while 2 million 309 thousand (4%) were unemployed. According to Luque et al. (2020), 
hence the need for changes in international regulations capable of encompassing all the complexity of 
the significant economic conglomerates, with criteria that transcend the state framework and break the 
apparent separation between a parent company and subsidiaries (Zubizarreta, 2019).

According to Euromonitor (2021), the global consumer trends that emerged during the Covid19 
pandemic, which will remain throughout the post-Covid period, will be analyzed. These trends will be 
grouped into those directly related to people’s lifestyles and those about society and the world.

People’s lifestyle

1.  Safety Obsessed: Demand contactless services, exceptional sanitation standards, and products that 
enhance hygiene and immunity. Taking care of health and remain healthy has become one of the 
most important aspects for individuals and families.

2.  Prioritize to avoid being Shaken and Stirred: Reassess priorities and identities to pursue a more 
fulfilled life and improved mental resilience. Depression and mental health had a moderate or 
severe impact on 73% of global consumers´ everyday lives last year.

3.  Thoughtful Thriftier: Budget cautiously and purchase value-added and affordable products and 
services. By experiencing or witnessing how many products and services sectors were left without 
receiving any income due to lockdowns, people became more aware of taking care of their income, 
savings and focusing spending habits on what created value for them.

4.  Workplaces in New Spaces: Find a new work-life balance, as remote collaboration redefined the 
traditional office environment. More than half of the global consumers previously had a strict 
boundary between work or school and personal life.

Although it was sometimes complicated, people valued working without leaving their homes.

5.  Playing with Time: Gain newfound flexibility, scheduling activities in a non-conventional order 
to suit individual time demands. Working from home and order products delivered at their doors 
promoted a balance between their life and work, which people want to continue having.

6.  Outdoor Oasis: Reconnect with nature and turn to open-air venues for leisure and to safely social-
ize. It is an opportunity to get together with family and friends. Besides the impressive evolvement 
of products and services offered by companies so that their consumers can now experience their 
products outdoors.

7.  Phygital Reality: Use digital tools to stay connected at home and facilitate safer procedures in brick-
and-mortar outlets. This is another opportunity due to technology, where you can attend a meeting, 
a class, or even play a video game with friends from your cell phone or Ipad anytime, anywhere.

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



319

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

8.  Craving Convenience: Desire the ease of on-the-go, impulse, and unanticipated occasions and 
simplicities of pre-pandemic life. They are valuing the ability to meet with co-workers, family, and 
friends continuously and safely.

Concerning society and the world

9.  Restless and Rebellious: Distrust media and governments, defying misinformation and putting 
their needs first. In 2020, 29% of global consumers were actively involved in political and social 
issues. Every time there is a more outstanding analysis of the information received from different 
media sources, people now have a greater awareness of being protected from the virus. Concerns 
have shifted not only to think about yourself but also to watch over others while contributing in 
whatever way possible to safety.

10.  Build Back Better: Expect purpose-driven initiatives that support the triple bottom line—people, 
planet, and profits. Nearly 70% of professionals expect consumers to be more concerned about 
sustainability than before COVID19. Consumers also expect specific actions from the Government 
and companies as it is everyone`s responsibility to help make a better place to live.

Cooperation among countries and companies to achieve faster solutions to problems in the world is an 
example of the trends mentioned above focused on the control of this pandemic and the prevention of other 
variants of the virus. The return to a family and friend’s coexistence increase quality time, either in person 
or through the new technologies allowing many people from different countries to meet simultaneously. 
Outdoor activities will continue to be enjoyed, which during the pandemic in many countries was the 
only option of coexistence. Even more, some religious services will continue to be broadcasted through 
YouTube or Facebook. Also, there is a big possibility that physical-digital reality will be maintained due 
to the development and effectiveness of these new digital platforms. There will be occasions in which 
people will prefer to continue using e-commerce platforms. There will be a significant concern regard-
ing security and health issues. Companies will most likely offer new working schemes, and people will 
manage their economy by keeping savings for any kind to overcome unexpected future events (Nielsen, 
2020; Euromonitor, 2021).

FUTURE RESEARCH

Future research will analyze if there are changes in students’ social interactions at different ages after 
returning to the face-to-face sessions, especially in those countries where schools and universities oper-
ated remotely for almost two years and where interactions were possible only through a screen. Also, 
it will be essential to analyze the enrollment trends for remote programs, such as specialized courses 
and postgraduate degrees maintained after the pandemic, and the preference of face-to-face classes for 
online classes.

It is also essential to analyze which technologies were more effective since their implementation at 
the beginning of the pandemic to improve teaching methods and accelerate learning creatively.
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From a family point of view, it will be essential to analyze the effect on family members who no 
longer have a 24-hour interaction in the same place to work, study, and play while performing parent-
hood, executive, and professor roles simultaneously.

On the corporate side, it will be necessary to analyze the critical success factors in those countries 
that could achieve a rapid post-covid economic recovery.

Within omnichannel consumer behavior, it will be necessary to delve further into the preferred 
purchasing channels after the pandemic and how the communication messages impact the purchasing 
decision of consumers.

It will be essential to analyze the efficiency of new benefits packages offered by enterprises and 
their impact on achieving greater productivity and having a more balanced life. It will also be critical 
to detecting if media communications are more objective in transmitting facts and news with integrity.

Finally, it is crucial to analyze the success and efficiency of the programs implemented by the dif-
ferent stakeholders towards preventing another Pandemic and improving the environment to benefit the 
most vulnerable sectors of society.

CONCLUSION

Seven thousand, seven hundred and thirty million (7,730,000,000) people worldwide found themselves 
struggling with a Pandemic in just a few days, living many situations in different ways and incorporat-
ing new living, studying, and working habits in such a short time. Technology played a relevant role 
in how Covid19 was faced. The challenge now will be to capitalize on all the new trends that emerged 
throughout these months to transform persons into better human beings and build a better world in all 
aspects (INEGI, 2020).

To conclude, the main aspects generated by the pandemic during the post-Covid 19 period are linked 
to the opportunities that can be capitalized, taking advantage of everything that has been experienced by 
people, families, schools, companies, the health sector, and governments. The world economy changed as 
purchasing habits, lifestyle, entertainment, amusement, study, and work have evolved. 2 out of 3 people 
faced a change in household income.

In a world of information, people feel disinformed. They do not trust all information sources, such 
as search engines, traditional, social, and owned media, as they show low records of trustfulness (see 
Table 1). Transmedia storytelling has developed during the pandemic, as any media (traditional, digital, 
or private) generates news through a formal statement or a tweet.

Challenges faced by teachers, professors, students, and parents have been substantial while adapting 
workplaces and study materials to a digital format. They had to innovate continuously and implement 
teaching techniques to capture the attention of students through a screen. Educational institutions had 
to offer immediate training to teachers and professors to main a high academic standard to achieve the 
schools’ goals at the different educational levels.

As shown in Table 7, there is increased confidence in firms’ performance and a decreased confidence 
in the Government. Also, there is exponential growth in apps and digital platforms in socializing, doing 
business, and studying (see Tables 2 and 3).

Concerning physical, spiritual, and psychological well-being, people who were unable to leave their 
homes, regardless of weather conditions, saw the opportunity to continue exercising at home. As a result, 
electronic exercising devices sales increased significantly. The same situation happened in the video game 
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industry. Another effect was the case of churches that began offering their traditionally Sunday masses 
through YouTube and Zoom. Online shopping, remote work, and a new perception and acceptance of 
vaccine vaccination processes are other remarkable effects during this pandemic.

Both the world and people have changed. During the forced confinement periods, people realized 
the unnecessary activism, fast pace, consumerism, and unnecessary processes or activities they were 
involved in daily. People value having physical, mental, and spiritual health. They realized that world 
changes have modified lifestyles to prioritize products purchases required. They realized products and 
services could be purchased online, but others preferred to be consumed individually. Both online and 
face-to-face consumption trends will continue.

People were surprised to find out that they could work, study, and support their children during 
school days and have recreational activities to optimize their leisure time, an aspect that will also be 
maintained. Educational institutions incorporated new educational digital platforms, and the benefits of 
online courses will be kept as well.

Likewise, performing simple outdoor activities such as walking in a park or looking at the stars was 
highly valued to enjoy shared moments with family and friends that people could not have seen in months 
given the requested social distancing measures. Although stressful in the beginning, people who carried 
out many activities in the same space and at the same time later achieved a balance to perform them. This 
fact is a new trend that companies will have to consider in their new working schemes to allow flexibility.

Finally, people have learned to prioritize time for themselves and their families. In contrast, those who 
had the opportunity to be vaccinated enjoyed some peace of mind knowing that consequences would be 
less risky if they were to get the virus.

Analyzing media information will require greater veracity to provide facts that support the validity 
of the data transmitted and from what is expected from companies and governments in their environ-
ment and social support efforts. By leveraging all the technological advances, collaboration among the 
different stakeholders, and awareness for an integral well-being initiative for themselves and society, we 
will have a more complete and balanced life on a better planet.
Finally, the post-Covid19 world will

a)  Be a mixture of speed and uncertainty that has made people and companies learn to be flexible, 
adapt almost instantly to new business schemes, and use new technologies to solve customers’ 
needs and even family problems in a matter of minutes.

b)  Create advice councils with experts on trending topics or those where the confusion is detected to 
generate a worldwide unification of information, such as avoiding contracting Covid19 even after 
being vaccinated or performing safe transactions on different purchasing websites.

c)  Maximize the Omnichannel Storytelling, where people care when they are influenced by a message 
or an influencer. In this case, they look for information in different traditional and digital media 
sources to validate its integrity with friends and social networks.

d)  Evolve, while maintaining all the new technologies and teaching apps, to an online and a hybrid 
system with online and in-person students in the same class. So, teaching and learning processes 
are more effective, as students can choose face-to-face, hybrid, and online.

e)  Joint efforts between governments and corporations to complete the vaccination programs at their 
earliest convenience focused on economic recovery.

f)  Maintain the already implemented technological advances while pushing for digitization needs 
backed with investments inserted into digital-related recovery packages close with the necessary 

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



322

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

complementary (private and public) intangible capital. A post-Covid19 scenario will likely lead 
to a pronounced increase in labor productivity growth if funds are used correctly.

g)  Maintain activities dealt with people’s physical and mental health to be prepared to face future 
pandemic waves. Psychologists and nutritionists continued with their therapies using Facetime or 
Zoom. They will return to their offices with face masks and the necessary social distance measures 
as soon as possible. Gymnasiums and Spiritual services will continue offering their online and 
face-to-face services.

h)  Continue sale channels, and more employees will provide services through these channels.
i)  Evolve to offer benefits and cost savings approaches—working schemes where employees can work 

some days in the office and others at home.
j)  Learn to live with Covid19 by maintaining the recommended safety measures being attentive to 

the application of vaccine reinforcements.
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KEY TERMS AND DEFINITIONS

Digital Accelerator: It refers to the use of digital technology to transform as soon as possible an 
organization, its business model, its strategy, its customer experience, and other areas of the business.

Digital Natives: A person born or brought up during the age of digital technology and therefore 
familiar with computers and the Internet from an early age.
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Fake News: False reports of events, written and read on websites. Many of us seem unable to distinguish 
fake news from the verified sort. Fake news creates significant public confusion about current events.

Home Office: A room in someone’s home that is used for work. Today, technology allows employees 
or even entire offices to work remotely.

Home School: The education of students at home by their parents.
Omnichannel: It is a type of retail that integrates the different shopping methods available to con-

sumers, such as online, in a physical store, or by telephone.
On Line: With or through a computer or mobile device, especially over a network.
Phygital Reality: Use digital tools to stay connected at home and facilitate safer procedures in brick-

and-mortar outlets.
Transmedia: The technique of telling a single story across multiple platforms and formats using 

current digital technologies.
Transmedia Omnichannel: It searches or transmits information across multiple media such as social 

media, traditional media, or the internet.
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ABSTRACT

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 generation-
ally 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.
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INTRODUCTION

The relevance of this study is rooted in the more macro view of Intellectual Property (IP) in general and 
the legal concepts that attempt to protect the ownership of that often intangible property that is a creation 
of the mind, Intellectual Property Protection (IPP).

In the case of this study, intellectual property is focused on literature, a creation of the mind. However, 
the implications go far beyond writing poetry, stories, songs, and movie scripts (Hughes, 1988; Reichman 
& Samuelson, 1997). Intellectual property is the very essence of innovation (Granstrand, 2006; Maskus, 
2000). In today’s world, innovation is primarily, but not wholly, based on technological developments 
(Fagerberg, 2018; Maskus, 2000). Most technological development is built on the foundation of previ-
ous technology (Millar et al., 2018). The country with the most advanced technology is, therefore, best 
positioned to develop the next generation of technology (Galvão et al., 2017). Assuming that their tech-
nology is not copied, “stolen,” or used by other countries without compensation, which would reduce 
or eliminate the competitive advantage of the owner, or creator, of the latest technology (Akhmetshin et 
al., 2018; Granstrand, 1999; Maskus, 2000). And therein, lies the core conceptual value of IP and IPP.

This study is focused on a small part of the global macro view of IP and IPP, but, even as a small brick 
on the wall, the attitudes towards IP and IPP of the citizenry of the largest, or second-largest national 
economy in the world, China, Yuki et al. (2018) is relevant. And will play a part in the development of 
the new world order in the not too distant future (Lake, 2018; Tarasova & Ashurkova, 2020; Yueh, 2020).

Therefore, the focus of this study is both relevant and timely. It is hoped that the findings of this study 
will contribute to future work in the area of IP and IPP as well as the related fields of IPP in the creative 
arts, which, as we have come to learn, play a societal role far more significant than simple entertainment 
(Delaney, 1997; Nouri, 2018).

Intellectual property includes a fairly broad spectrum of materials including; books of fiction, songs 
and music, art both two and three dimensional which includes architecture and even holographic light, 
videos and movies, performing arts and dance including recordings of same, literature including poems, 
stories and even legends both modern and old (Hughes, 1988; May & Sell, 2006). And finally the most 
obvious of all, technology. Technological innovation is often the result of considerable investment of re-
sources, financial, intellectual and of the intangibles, time, effort and talent (Peng et al., 2020; Tao, 2018).

With these considerations in mind, it is possible for one to see how the micro view of how Chinese 
perceive one small piece of the overall IP picture as having relevance to the larger picture of IP and IPP 
protection in China and how it could play a role in the new world order that is emerging. Therefore, this 
chapter aims to contribute to this the much larger body of research on the perception, role, relevance, 
and ultimately, the importance of how Chinese view IP and IPP with specific consideration of one small 
part of IP, the popular and seemingly of little commercial importance, Chinese online literature.

Chinese online literature (COL) is also called Chinese internet literature (CIL). COL contains a 
variety of types of e-books and other materials (Lugg, 2011a). The most popular type is fiction Tse et 
al. (2012a), but there are others, including magazines, newspapers, and journal articles (Lovell, 2012a). 
With the rise of COL commercialization, both individual and commercial “pirate” behavior has occurred. 
“Pirate” in the case of Intellectual Property (IP) refers to the unauthorized use of IP and has substantial 
financial implications worldwide (Kwong et al., 2003a; Tunca & Wu, 2013a; Wan et al., 2009). The 
commonly pirated IP includes software, music CDs, films, movies, television content, and games. In 
China, pirated COL has increased in recent years and is very common (Brander et al., 2017; Mertha, 
2018). There is a considerable research literature on the development of COL, the business opportunities 
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that COL brings, the financial impact of pirated IP, and even the attitude towards IP piracy by gender 
(Amodu et al., 2020; SHADE, 2014). However, there appears to be a gap in the literature regarding the 
cross-generational audiences’ attitude differences, particularly in China. This study aims to explore the 
attitudes of different generations of Chinese towards the piracy of IP.

Cross-generational research in the US consistently identifies generations by the terms Baby Boomer, 
Generation X, Generation Y, and Generation Z, Millenial (Ardueser & Garza, 2021; Lissitsa & Laor, 
2021). However, except for the term “millennials,” these terms are not widely used in China, or cross-
generational demographic research in China (Chen & Naughton, 2017). Often, Chinese of different ages 
are referred to as part of a generation based on what period of recent Chinese history they lived in (Chen 
& Naughton, 2017). Considering the changes that have influenced China in the last few decades and the 
emergence and popularization of COL, the generation cohorts compared in this study are divided into 
post-70s, post-80s, and post-90s. Each generation has its unique characteristics and experiences which 
have contributed to different values, perceptions, and attitudes. For example, the post-90s generation 
grew up with digital products such as mobile phones and computers, so they are more closely linked to 
e-commerce and more knowledgeable about information technology. Due to rapid economic develop-
ment, the post-90s live in an age of prosperity and have more discretionary purchasing power. Unlike 
the experiences of the post-80s and post-70s, the millennial generation has been exposed to e-books, 
smartphones, online video content, e-commerce, and e-payments since they were young. Many online 
content writers have targeted the post-90s and have become popular (Lovell, 2012a; Lugg, 2011a).

Previous generations had no access to any online content and, at times, limited access to printed con-
tent. As a result of their very different experiences, and vastly different economic circumstances, there 
is a possibility that the generations may have different views toward piracy of online IP. To explore this 
topic, information from all three generation cohorts was gathered and compared. Data was collected via 
an online survey designed to assess the public’s attitudes towards pirated online content.

LITERATURE REVIEW - BACKGROUND

There appears to be a substantial body of literature based on research on topics related to Chinese online/
internet literature, which boomed in the late 20th and early 21st century(Lovell, 2012a). Chinese online 
literature gained attention during that period from both writers and readers (Lugg, 2011b). Many writers, 
including Han Han and Guo Jingming, have high-school and college students as their target audiences 
they account for the most significant percentage of online readers (Lovell, 2012a). Online communities 
are more than simply platforms for distributing literature; they play an essential role in Chinese online 
literature commercialization (Tse & Gong, 2012b). Websites have emerged that make pirated online 
literature available, and their popularity has increased in line with the growth in the formal online lit-
erature industry (Ren & Montgomery, 2012a). Due to the extremely low risk of being detected and sued 
by the legal publisher, a large number of Chinese consumers support the commercial pirates, resulting 
in a large profit for the piracy industry (Ren & Montgomery, 2012a; Tunca & Wu, 2013b). Research 
related to Chinese software piracy shows that the users’ perceived moral intensity has some influence 
on their attitudes to piracy (Chan et al., 2013a). It is also reported that consumers can rationalize their 
patronage of pirate content distributors in several ways, including an anti-big-business attitude combined 
with the perceived social benefit of low-cost access to literature (Kwong et al., 2003a). More recently, 

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



329

Initial Exploration of Cross-Generational Attitudes Towards Piracy of Chinese Online Literature
 

it has been found that gender is a factor in attitude to digital piracy, with males having a more positive 
attitude towards digital piracy than females (Tjiptono et al., 2016).

Chinese Online Literature

Chinese online literature is mainly free or low-fee (Lugg, 2011), especially in the case of amateur fic-
tion, written by amateur writing enthusiasts (Lugg, 2011b; Ren & Montgomery, 2012a). In the past few 
decades, the writing of fiction and ease of access to publishing has increased. Content is filtered by 
end-user online communities rather than by established publishers like magazines or other traditional 
publishers (Lovell, 2012b; Ren & Montgomery, 2012a).

Online Paid Reading

As online reading has become more popular, driven by the business opportunity it presents, the Chinese 
online literature market has proliferated, and the Chinese online literature commercialization has taken 
off (Tse & Gong, 2012b). Online publishers typically sign a contract with the writer to obtain licensed 
access to the literature, which is then offered free of charge for a limited tie or limited amount of content. 
The readers are charged after finishing the “freemium” part of the literature. Typically, the “freemium” 
approach is when the first chapter or two of a publication or the first episode or two of a series is offered 
to readers free of charge. Subsequent chapters or installments must be purchased. When combined with 
the micropayment system, this type of offer is a successful business model that first emerged in 2003 and 
was created by the Qidian company. The audience or readers can have a trial reading of several chapters 
of the fiction free of change, while the content companies will realize the fiction’s business value through 
the number of readers. However, after this, if audiences want to continue reading, they must pay for the 
upcoming chapters (Ren & Montgomery, 2012b; L. Zhao, 2021). Usually, pirated websites have unli-
censed access and, while not charging for the content, will monetize the content by selling advertising 
shown on the reading page (Ren & Montgomery, 2012a).

Digital Piracy

Like software, film, and music content providers, many industries experience a significant negative fi-
nancial impact due to digital piracy (Tjiptono et al., 2016). There are two types of digital goods piracy, 
individual piracy, and commercial piracy. Individual piracy refers to the illegal copy and sharing of digi-
tal goods by consumers. In contrast, commercial piracy is the unlawful copying and sale to consumers 
by a third party done for profit (Tunca & Wu, 2013b). According to Purwanto (2012), blocking illegal 
download sites cannot stop individual piracy. In terms of internet literature, commercial digital piracy 
outlets that offer illegally copied content allow consumers to purchase all kinds of content, including 
books, novels, magazines, and journal articles (Tjiptono et al., 2016).

Attention Economy

The attention economy is the approach to social media usage that seeks to monetize the attention or 
engagement of users by essentially selling the exposure of advertising or promotional content on social 
media platforms (Myllylahti, 2018; Zulli, 2018). It seeks to attract readers’ attention to gain economic 
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profit or material compensation (Hendricks & Vestergaard, 2019; Ryan et al., 2020). The Attention 
economy evolved due to the difficulties associated with controlling access to content (Tassi, 2018). As 
user satisfaction and enjoyment of free, often pirated, content has increased and preventing piracy of 
the content has proven to be nearly impossible to control, access to the users themselves has been com-
mercialized into a profitable product (Ryan et al., 2020; Skågeby, 2009). Hence, the readers become both 
“the consumers and the products” (Ren & Montgomery, 2012a). By exploiting the Attention economy 
with pirated content, or access to pirated content, many pirate websites provide illegal access to genuine 
websites’ VIP content and generate revenue through offering that content (Crogan & Kinsley, 2012; Ren 
& Montgomery, 2012b).

Motivation

Many Chinese piracy websites offer access to the legally available literature only on the formal online 
literature website (Ren & Montgomery, 2012a). Consumers tend to decide where they purchase online 
literature mainly based on price Yoon (2011), and more specifically, by considering the cost and ben-
efit of each available option (Chan et al., 2013b). In other words, readers of online content can choose 
to purchase literature from a legal publisher or commercially pirated content, or individuals who are 
“technologically savvy” can download content themselves (Xia & Muppala, 2010). They decide which 
option to exercise based on the value rather than on what is considered to be ethical grounds (Wan et al., 
2009). The legal authorities’ possibility of detection and prosecution is extremely low for both individual 
piracy and commercial piracy (Tunca & Wu, 2013b).

Generation Cohorts

In a homogenous society, people in the same generation cohort tend to have similar values and attitudes, 
which are significantly influenced by the historical events they experienced during their formative 
years (Ng et al., 2016a). The generation cohorts model commonly used in America is divided into Baby 
Boomer, Generation X, Generation Y, and Generation Z (Grenčíková & Vojtovič, 2017; Ng et al., 2016a). 
However, as the target of this study is Chinese consumers, the model should be adapted to the situation. 
After a thorough analysis of significant Chinese historical events, Ng et al. (2016a) put forward a Chinese 
generation cohorts model which divided consumers into three broad groups, the era with limited choice, 
the great Gatsby generation, and the dreamers’ generation. Ng’s model is primarily based on changes 
in the political and economic situation, such as leadership and economic policy changes. With minor 
adaptation, the cohort periods used by Ng (2016b) is suitable for this research; hence, the generation 
cohorts in China are divided by every ten years into post-70s (1970-1979), post-80s (1980-1989), post-
90s (1990-1999) and post-00s (2000-2009).

In adolescence, the post-1970s cohort received orthodox socialist values and traditional Chinese culture 
education (X. Zhao, 2019). After 1985, they began to receive the overall impact from the introduction of 
western culture, which resulted in a profound conflict of values (X. Zhao, 2019). The post-80s and post-90s 
youth are the generations growing up after the reformation and in the stage of deep modernization (Bao, 
2019). They experienced a very different education due to the social and economic environment changes 
during their adolescent years compared to the post-70s. The post-80s generation is the first generation 
in China to come into contact with the Internet (Zhang, 2019). The Internet is a very influential aspect 
of the development of that group. The post-90s were born in a period of rapid economic development 
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in China and have experienced mass adoption and access to the Internet, including the popularization 
driven by social media and e-commerce. The result is a more national view of public life in China (Gol-
ley & Kong, 2013; X. Zhao, 2019). If the “post-90s” are the “Internet” indigenous generation, then the 
“Post-00” is the “mobile Internet” indigenous generation (Cheng & Dai, 1995).

STATEMENT OF HYPOTHESIS

With different ages, consumers have different interests, demands, and attitudes (Herrando et al., 2019; 
San-Martín et al., 2015). Age has a significant relationship with people’s attitude towards innovation 
and also towards original products vs. pirated products (Kwong et al., 2003b). The younger generation 
is more likely to readily accept innovation and change, such as mobile shopping (San-Martín et al., 
2015). Research related to information technology issues suggests that the older the people are, the more 
opposition they have towards immoral or unethical matters related to IT and Internet-related activities 
(Peslak, 2008).

Based on the existing idea and research results reported above, the following hypotheses are formulated.
Research Question (RQ): What are the attitude differences between cross-generation Chinese audi-

ences to online paid literature and piracy?

H1: Regarding online paid literature.
1a – Generation “Post-70s” has the most negative attitude to online paid reading.
1b – Generation “Post-90s” has the most positive attitude to online paid reading.
H2: Regarding digital literature piracy.
2a – Gen post-90s are more likely than Gen post-80s to support piracy.
2b – Gen post-90s are more likely than Gen post-70s to support piracy.

METHODOLOGY

Pilot Study

Interviews with three generations were conducted in pilot studies to determine the most useful and fre-
quent responses to possible survey questions. Through phone calls, WeChat, and in-person interviews, 
every generation cohort had three participants (total 9) who participated in the pilot study. A pilot study 
can help researchers to test and refine methodology (Schachtebeck et al., 2018). In this chapter, the pilot 
study was used to test the clarity of questions and the sufficiency of answers in the survey.

Online Survey

A survey was designed in accordance with pilot study findings and previous related research design 
(Chan et al., 2013a). The survey was made available online via the popular social media platform We-
Chat. Because this research aims to explore people’s attitudes, the online survey was determined to be 
the appropriate methodology. A common tool to assess public opinions, online surveys are an appropri-
ate method (Lee et al., 2012). Compared with the traditional offline surveys, online surveys have the 
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advantage of anonymity, timeliness, respondent convenience, low cost, forced answering of questions, 
and so on (Roster et al., 2007). The assurance of anonymity and confidentiality was included at the 
beginning of the survey. The first question is age or year of birth to distribute the respondents into the 
designated age groups (post-70s, post-80s, and post-90s). The total number of surveys collected was 
238, which included 86 males and 152 females. The number of “post-70s” and “post-80s” participants 
is 44 and 49, while the number of post 90s participants is 122. The rest are out-of-range participants 
consisting of 16 from “post-00” and “7 from post-60s”. All respondents answered all the following 
questions about their opinion. From the Pilot Study, the survey question was, Motivation to Purchase 
Online Paid Reading Material.
Six options were identified as possible responses for the question:

• Quality
• Copyright
• Advertisement Interference
• Idols
• Variety of books
• No access to pirated content

All responses above are the most frequent response from the pilot study. The frequencies are 8 out 
of 9, 6 out of 9, 6 out of 9, 4 out of 9, 9 out of 9, and 4 out of 9.

1. Survey Questions on Online Literature Piracy

Seven considerations were provided to find out people’s attitudes to piracy:

• Congregational psychology
• Personal benefit / Price
• Quality
• Variety access to pirate
• Anti-big business attitude
• The emergence of mobile network
• Ethical issues/copyright

In the combination of pilot study and literature review, there are six factors that most influence 
consumers’ attitudes towards piracy. The benefits and costs of commercial piracy and individual piracy 
are different. Every component above leads to different thoughts and attitudes to the pros and cons of 
piracy (Kwong et al., 2003b). These options all come from literature review and have a relatively high 
frequency of appearance in the Pilot Study.

2. Survey Question on the Approach to Gain the Literature

Based on the frequency of repeated responses in the Pilot Study, five methods are indicated below to ac-
cess pirated literature in China. Because these five are the most frequent answers to be chosen or added 
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by the 9 participants, they are included. The frequencies are 6 out of 9, 5 out of 9, 5 out of 9, 5 out of 
9, and 4 out of 9, respectively.

• Browser Search
• Search in a specific website
• Software Search
• Sharing through friends (Baidu Cloud network)
• Taobao

With the rapid development of the Internet and the pervasive connectivity available through either 
WiFi or 4G, the adoption of e-commerce in China has exploded. As a creative industry and business 
model, paid online literature faces stiff competition from pirated outlets. Commercial piracy has resulted 
in substantial revenue losses to the official online outlets of e-literature and threatens the viability of 
the business model. The five methods of acquiring literature online that are included within the scope 
of this study may not include all possibilities due to the limitations of the pilot study and the diversity 
of online reading approaches.

ANALYSIS / RESULTS

A total of 238 online survey questionnaire responses were collected.

Table 1 shows the gender and age group data. The groups of ages 0-19, 20-29, 30-39, 40-49 refer to 
the post-00s, post-90s, post-80s, and post-70s, respectively, while the 50+ represents were born before 
1970. Due to the limitations of the data, the age group of 0-19 and 50+ are out of scope for this study.

Table 2 shows the percentage of the respondents’ first choice in acquiring online literature by the 
different age groups. The most preferred way to access online resources is free genuine reading, with the 
highest score in all three generation cohorts (63.93%, 83.67%, 81.82%). However, the post-90s group 
has a relatively high percentage (21.31%) of acquiring free pirated resources as their first approach to 
online literature, which would explain why the post-90s have the lowest rate on free genuine resources 
when compared to the post-80s and the post-70s age groups.

Table 1. Age distribution

0–19 20–29 30–39 40–49 +50 Total

Male 4 48 13 18 3 86

Female 12 74 36 26 4 152

Total 16 122 49 44 7 238

Source: Authors
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Similarly, Table 3 shows the percentage of respondents’ second choice for the acquisition of online 
literature by different age groups. Whether respondents are likely to be willing to pay for genuine re-
sources instead of pirated resources depends partly on which generation cohort to which they belong. 
The second approach question results show that the post-80s and post-70s are more likely to pay for 
the genuine resource than to access the free pirated resources. However, the post-90s are more likely to 
access free pirated resources, accounting for the largest part of the second approach for that age cohort.

Table 4 shows that the most popular way to find and access pirated content is by browser search 
(61.40%), while the second most used method is sharing with friends online (60.00%). The post-90s group 
has the largest percentage of users using the browser search and the sharing through friends (73.77% 
and 62.30%, respectively). The post-90s are more likely to have more ways to access pirated content.

Without consideration of the order of approach choice, Table 5, using the average and the mode, 
indicates the degree of different factors that influence the pirated online reading by age group. The mode 
indicates that quality (5 = strongly agree) is the most likely factor that leads people to access genuine 
online literature and has the most significant influence on the post-70s age group. Furthermore, the 
data shows a substantial likelihood of supporting the result that the post-90s have the highest pirated 
percentage (23.77% & 44.26%, respectively) as indicated in Tables 2 and 3. The averages shown imply 
that whether they can get free access to resources will have the biggest influence on their acquisition 
behaviors, while not knowing how to pirate or gain access to pirated content has the lowest influence 
on the post-90s cohort compared with the post-80s and post-70s groups.

Table 2. Distribution of the first approach to online literature with age comparison

20–29 % 30–39 % 40–49 % Total

First Approach to OL

Genuine resource (paid) 15 12.30 5 10.2 4 9.09 24

Genuine resource (free) 78 63.93 41 83.67 36 81.82 155

Pirate resource (paid) 3 2.46 2 4.08 1 4.08 6

Pirate resource (free) 26 21.31 1 2.04 3 2.04 30

Total 122 100 49 100 44 100 215

Source: Authors

Table 3. Distribution of the second approach to online literature with age comparison

20–29 % 30–39 % 40–49 % Total

Second Approach to OL

Genuine resource (paid) 32 26.23 22 44.90 18 40.91 72

Genuine resource (free) 36 29.51 14 28.57 15 34.09 65

Pirate resource (paid) 6 4.92 0 0.00 1 2.27 7

Pirate resource (free) 48 39.34 3 26.53 10 22.73 71

Total 122 100 49 100 44 100 215

Source: Authors

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



335

Initial Exploration of Cross-Generational Attitudes Towards Piracy of Chinese Online Literature
 

Similar to Table 5, Table 6 shows the degree of influence of the different factors on the reading of 
pirated online content by age group. According to the mode and mean of the degree of influence, the 
factors most influential in leading people to read pirated online literature are the cheaper/free price and 
the emergence of cloud storage, especially for the post-90s group. Moreover, copyright considerations 
and the disturbance of advertisements do not positively relate to how respondents prefer to gain access 
to pirated online literature.

Table 4. Ways and number of ways to pirate by age group

Ways 20 – 29 % 30 – 39 % 40 – 49 % All ages

Browser Search 90 73.77 16 32.65 26 59.09 61.40

Search in a specific website 48 39.34 14 28.57 5 11.36 31.16

Software Search 38 31.15 9 18.37 10 22.73 26.51

Sharing through friends 76 62.30 28 57.14 25 56.82 60.00

Taobao 44 36.07 17 34.69 16 36.36 35.81

Number of ways 20 – 29 % 30 – 39 % 40 – 49 %

1 37 30.33 28 57.14 20 45.45

2 36 29.51 11 22.45 12 27.27

3 21 17.21 7 14.29 10 22.73

4 16 13.11 2 4.08 2 4.55

5 12 9.84 1 2.04 0 0.00

Total 122 100 49 100 44 100

Source: Authors

Table 5. Degree of factor influences with age comparison (genuine)

Average Mode

20–29 30–39 40–49 20–29 30–39 40–49

Factors lead to Pirated OL

Copyright 3.885 3.694 3.841 4 4 4

Quality 3.869 3.878 4.386 5 5 5

Idols 3.221 2.918 3.205 3 4 3

No free resource 3.721 3.490 3.386 3&4 3&4 3

Advertisement 3.566 3.653 3.682 4 4 4

No idea to pirate 3.041 3.347 3.500 3 3 3

Source: Authors

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



336

Initial Exploration of Cross-Generational Attitudes Towards Piracy of Chinese Online Literature
 

FINDINGS

The results of the first approach to online reading indicate that both H1a and H1b are preliminarily 
supported. The Generation “Post-90s” has the most positive attitude to online paid reading, while the 
Generation “Post-70s” has the most negative attitude (the 90s: 12.30%, 80s: 10.20%, 70s: 9.09%). How-
ever, the result of using a second approach to online reading conflicts with that, primarily because the 
post-80s and post-70s groups lack familiarity with the technology used to gain access to pirated resources. 
Further, the data tends to offer preliminary support of both H2a and H2b. For example, the percentage 
of the post-90s age group choosing pirated resources as their first/second approach to acquiring content 
is the highest of the three generations. The data shows that the Generation “Post-90s” is more favorable 
than either Generation “Post-80s” or Generation “Post-70s” in their willingness to support piracy of 
online content. The implications of these findings may imply a generalized view within a generational 
cohort towards pirated IP of all types, not just online literature. If so, the possible economic impact 
could extend far beyond the borders of China if, for example, the spillover effect extends into commer-
cial, technological IP at a high level where cutting edge technology can give a company or a nation a 
substantial competitive advantage commercially, and even militarily because, as was pointed out early, 
technological innovation is built on previous innovations in the same field. On the other hand, should 
a society, in general, take a more supportive view of IPP, then there is more incentive for private sec-
tion investment in R&D, which in turn can result in increased innovation and the subsequent economic 
development morphing into soft power on the global stage for China. Insight into these possibilities are 
the topics of necessary further research into how IPP is perceived and treated

CONCLUSION

In conclusion, the preliminary findings support both hypotheses, with different age groups having differ-
ent attitudes to online paid reading and literature piracy. The Generation “Post-90s” has the most positive 
attitudes toward online paid reading and online literature piracy. The “Post-80s” and “Post-70s” are less 

Table 6. Degree of factor influences with age comparison (pirated)

Average Mode

20–29 30–39 40–49 20–29 30–39 40–49

Factors lead to Pirated OL

It is cheaper/free 3.885 3.612 3.432 4 4 3

There are lots of pirated resources 3.598 3.122 3.273 3 3 3

I do not care about copyright 2.869 2.816 2.932 3 3 3

The emergence of mobile network disk (e.g., Baidu 
Cloud) 3.631 3.265 3.591 4 4 3

I do not mind the advertisement on pirated website 2.705 2.551 2.568 3 3 3&4

I have anti-bug business attitude 2.246 2.592 2.909 2 3 3

Many people use pirated resources (Group 
psychology) 3.090 3.122 3.432 3 3 3

Source: Authors
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open to paying for online reading and less knowledgeable in how to gain access to pirated content. Hence, 
the support of the “Post-80s” and “Post-70s” generations to online paid reading and piracy is less than 
the “Post-90s”. This study establishes a baseline and identifies an empirically verifiable opportunity for 
further study of this topic and provides a better understanding of the Chinese online literature market. 
The value of this paper lies not in the findings alone, although there are significant commercial aspects 
to the online literature business model in China and the application of possible ways to monetize it. As 
well, it is possible that the findings could be generalized over different populations, especially when it 
comes to the use of the Attention Economy as a consequence of more online content being more easily 
copied or made available without charge. However, a more macro view of the findings of this study 
could be to see this study as a tiny part of the examination of the Chinese consumer, and by extension, 
the society’s perception of IP and IPP of other kinds of IP, which, as discussed earlier may have a more 
far-reaching impact on the larger economy of China as well as the global economy. This could include 
future creations of IP as well as past IP. There is ample room for research in this area and much to be 
gained from examining the perceptions and attitudes of the consumer and society of China.

LIMITATIONS AND FUTURE RESEARCH

There are limitations to this study, specifically in the sample size and breakdown of age diversity. Ad-
ditionally, this study did not consider other demographic factors of the respondents, such as the diversity 
of educational level, occupation, social-economic level. The independent variable of this research is the 
generation; hence, this paper only identifies trends in Chinese audiences’ attitude differences across 
generations. A rigorous analysis of a larger sample size is the logical next step for further research and 
could include either together, or separately, more of these factors.
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KEY TERMS AND DEFINITIONS

Attention Economy: Attention economics is an approach to the management of information that 
treats human attention as a scarce commodity and applies economic theory to solve various information 
management problems (Hasenhütl, 2018). The attention economy is the collective human capacity to 
engage with the many elements in our environments that demand mental focus. The term reflects an 
acknowledgment that the human capacity for attention is limited and that the content and events vying 
for that attention far exceed that capacity (Whatis.com, 2021).

Millennial Generation (China and Other Countries): Definitions vary, but generally, Millennials 
are the generation that was born between 1981 and 1994/6.

Online Literature: Printed content available for download or viewing, online and generally, but not 
always, not available in print form. Maybe fiction, educational, informative, or news, and current events.
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ABSTRACT

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.
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INTRODUCTION

China’s Education Under the New Normal

Education is a critical factor in any strategy to encourage economic development (Pana & Mosora, 2013). 
There are some circumstances when learners are pushed to the online option, such as being in a war 
(Rajab, 2018), being a worker, and not having time to attend regular classrooms (Bourne et al., 2005). 
Due to the COVID-19 pandemic, restrictions on mass gatherings and social distancing requirements 
have limited in-class teaching, which has resulted in a massive quick shift to online teaching methods 
(Ratten, 2020). Hence, the ever-growing demand for online instruction, along with the call to include 
technology in education, has led to the increased use of e-learning to promote positive student learning 
outcomes (Kowitlawakul et al., 2017). In this connection, e-learning content can be repeated as many 
times as needed creating a safe learning environment (Paquet & Marchionni, 2015). 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.

Under COVID-19, China launched the “no class suspension” policy and operated a large-scale 
online education, which successfully dealt with the crisis of class suspension caused by the epidemic. 
This strategy formed a new model of online education in practice, which has far-reaching significance 
for the future development of China’s education. In recent years, the potential market size of China’s 
education and training is vast and maintains a rapid development trend. The main body of education 
in the training market is also expanded from the initial schools to social forces, training companies, or 
individuals. However, due to the continuous exploitation of the offline market, there is a surplus of of-
fline traditional education and training institutions, so the industry pattern and structure are undergoing 
a new round of shuffling. Because of the development of EdTech, China can adjust the online education 
mode in time during the epidemic period. EdTech is used as an innovation of educational methods, and it 
contains digital education, remote learning, and online education. EdTech market is prominent in China, 
and its services have transformed the traditional education model in many countries, for the number of 
stakeholders is vast. For instance, reports show that Chinese parents give priority to children’s educa-
tion. They hope their children can graduate from famous universities and get stable and well-paid jobs.

Moreover, technology is promoting the development and adoption of education in China from a prac-
titioner’s perspective. In other words, the application and expectation of Internet technology and online 
learning technology in the field of educational technology in China are very high. In this connection, 
the Chinese government has issued several policies to promote the healthy development and fairness 
of digital and online education and develop “Internet + education,” and encourage the development of 
online education among all eligible subjects. So far, online education in China has covered early child-
hood education, K12, higher degree education, and occupational education.

The Development of Online Education in the COVID-19 Era

Why is online education so popular? What is fueling the growth of e-learning in China? Compared to 
the traditional offline education model, online education has outstanding advantages. E-learning is flex-
ible, convenient, and rich in resources; combining with artificial intelligence (AI), virtual reality (VR), 
augmented reality (AR), and other technologies, it can better meet users’ personalized needs (Jun, 2020). 
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The epidemic has promoted the reflection and innovation of the whole world on education, enriched the 
content of education, broadened the horizon of education, from individuals to groups, from schools to 
society, from China to the world, and brought about the refreshment of education technology and means.

Distance learning has long roots in higher education, dating back to the correspondence courses of the 
19th century. As communication technology advanced through the 20th century, connectivity became a 
source of competitive advantage and differentiation. E-learning represents an opportunity for students to 
have more personalized learning experiences and choose the subjects they wish to study (Joshua, 2020). 
With the continuous improvement of the platform business and the stricter teacher standards, China’s 
online education has gradually penetrated various market segments, and the market size is expected 
to expand further. Compared with the highly competitive first-tier and second-tier cities, the third-tier 
and fourth-tier cities show more significant development potential. As the online education market in 
first-tier and second-tier cities tends to be saturated, the user groups of education and training platforms 
also start to shift to the third-tier and fourth-tier cities. While user transfer brings massive traffic, it also 
brings some challenges to the industry. For example, it requires online education products to be novel 
and straightforward enough, with clear and easy-to-learn content, high-cost performance, and excellent 
teachers and resources.

According to the current situation of China’s education, online education is not perfect, and it still 
has some drawbacks. Therefore, the most suitable mode for China’s education is the combination of 
online and offline, namely the “Internet + education” mode. The application of the Internet is shaping 
its unique education culture. Stakeholders (including students, parents, educators, and regulators) should 
fully explore the value of future-oriented education: resource sharing, personalized teaching, and social 
learning. These concepts should move education from online to offline, creating an interactive, hybrid 
future learning model. Based on the progress of the Internet and EdTech, teaching technology should be 
widely used in online education. In addition, the problem of the difference in the level of technological 
development among regions needs to be solved. Currently, in China, educational resources gather in 
first-tier cities. Teachers and students from rural areas find it hard to access high-quality materials. To 
this end, technologies including AI and big data are ideal ways of promoting more resources equally to 
students from China (Cheng, 2018).

Challenges & Opportunities of Education Under COVID-19

Under the tremendous pressure of coronavirus infectious disease, education is facing challenges around 
the globe. People need to avoid social activities since the virus can be spread by respiratory droplets, 
contact, aerosols, and the digestive tract. This has meant an increase in courses taught through digital 
communication methods (Krishnamurthy, 2020). Ministry of Education of China required schools at 
various levels to delay the spring semester and encouraged schools and social educational institutions 
to educate online. So, most schools and other educational institutions cannot have face-to-face classes. 
The epidemic has transformed China’s education model and its business model. Moreover, COVID-19 
poses a significant challenge to management education, especially for international students and courses 
with an experiential nature (Brammer & Clark, 2020). Many schools have to adopt online education for 
international students.

The restriction of offline education gives opportunities for EdTech and digital education to develop. 
In the educational realm, network goals as they currently exist can be broadly defined as regarding 
school improvement, broadening opportunities (including networking with non-school agencies, such 
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as social services or businesses), and resource sharing (Muijs, West, & Mel, 2010). Digital devices are 
being increasingly adopted for learning and education purposes (Zawacki-Richter & Latchem, 2018). 
COVID-19 stimulates the reform and development of China’s education. Digital education, distance 
education, online education, and educational technology are gradually applied to daily teaching. People 
also find the advantages and disadvantages of offline education and online education. Therefore, the 
business model of online education has further changed. The traditional business model cannot meet 
development needs, which gave birth to a new business model. At present, the OMO (Online-Merge-
Offline) model is gradually accepted by people, and this mode combines online education and offline 
education organically and gives full play to their advantages.

Online Education-Related Business Models and Stakeholders in China

Different related business models have been formed in the Chinese market in the long-term development 
process of online education, digital education, and distance education. These business models also cater 
to the needs of various stakeholders in the market, and even benefit output has been formed between 
these models, which provides a reference for future education models.

There are three major stakeholders in online learning: administrators (or school management), teachers, 
and students. Because online learning provides a particular challenge to stakeholders, while they express 
their acceptance, there are some contradictions. Some innovational stakeholders, like new educational 
institutions, are willing to exercise, some conventional stakeholders, like traditional schools, think it is 
difficult to change the current education mode flexibly. So, these stakeholders affect the quality of online 
education, such as students’ participation and learning quality, and greatly influence the development 
of the online learning industry to a large extent.

The school management hopes that online learning can attract a large number of students and develop 
the industry. Therefore, a huge investment has been made in technology, and there is a lack of attention 
to traditional curriculum management issues (such as learning styles, individual differences among 
students, appropriate curriculum activities, and material selection). Lack of proper training for online 
teachers and students is common. (Bass & Ritting, nd; Bates & Poole, 2003; Conrad & Donaldson, 2004) 
Regarding these issues, Palloff and Pratt (2003) indicated that online courses designed around learners 
often provide higher quality, thereby increasing learner satisfaction.

ANALYSIS AND MODELS

Analysis of Development of Online Education in China: How 
This Development Helps Enhance Operational Efficiency

In the early stages, due to the immature Internet technology, users’ acceptance of online education was 
not high, and the economy was not good, so few people received online education. At that time, online 
education was achieved only by recording courses, and users could only watch videos. So, the market 
for online education is small. By 2011, many Internet companies had started to invest in online educa-
tion and were pouring money into technical support. When live streaming appeared in China, online 
education had a more effective model. After that, the education platform emerged, and the government 
issued a number of policies to support information education (Figure 1).
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In 2020, the scale of China’s online education market reached 257.3 billion yuan. Since 2016, the 
growth rate of the online education market scale has increased year by year. It is expected that the trend 
will not change in recent years. However, due to the epidemic situation in 2019 and 2020, the growth rate 
of the online education industry may slow down in recent years. Disruption to operations (including supply 
chains) as a result of natural and man-made disasters is an unavoidable risk that confronts firms (Ivanov 
& Dolgui, 2019; Chowdhury et al., 2019), with efficacy to threaten the survival of firms (Haraguchi & 
Lall, 2015). Evidence shows that disruption to operations has direct and immediate adverse consequences 
on operations systems and efficiency (Haraguchi & Lall, 2015). Though COVID-19 does not entirely 
disrupt the education operation, it has negative consequences on traditional education functions. Research 
indicates that resilient firms have mechanisms for dealing with disruptions, enabling such firms to reap 
superior performance outcomes (Yu et al., 2019). Therefore, it is necessary for industry practitioners in 
education to actively prepare for the transformation, in particular, under the epidemic situation.

For the future of education in China, the most likely scenario is a combination of online and offline. 
On the one hand, the development of online education products is based on integrating offline educa-
tion course content. Only when the quality of course content is guaranteed, online technical support 
and platform interaction are meaningful. Offline education also needs to break through the platform’s 
limitations, technology, space-time, and other aspects to reach more users. On the other hand, online 
education focuses on training and cannot wholly replace face-to-face education, especially personality 
and social skills education. Based upon Tencent’s new smart education experience, the primary goal 
of implementing EdTech is to provide learners with timely process feedback and personalized learning 

Figure 1. 
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solutions, which will help improve their performance. The second is to help teachers reduce repetitive 
labor and improve efficiency. The third is to help management reduce costs and increase efficiency 
(Ouyang, 2019).

In China, levels of technological development among areas are different, so the operational efficiency 
is different in different areas. How does online education achieve high operating efficiency? Senior 
management should focus on the overall situation, background operations, and methods that can be 
streamlined and deployed to areas that can add value to the student experience (Figure 2).

In this cycle, the management may first analyze the environment to implement online education better, 
formulate solutions according to the different requirements, and allocate the corresponding resources to 
each target. Finally, various services can be delivered according to the conditions of other objectives. Each 
learning activity or teaching task should be evaluated according to its expected results. If the expected 
goal is not achieved, management needs to adjust its solution accordingly.

For example, the Chinese online education market adopts different solutions for early childhood and 
quality-oriented education, K12 education, higher education, vocational education, and other types of 
education (Figure 3).

Figure 2. 
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EdTech & Digital Education for Early Childhood and Quality-oriented Education

EdTech for early education is mainly associated with the implementation of intelligent robots. Since China 
has implemented a universal two-child policy, the number of children aged 0 to 6 has increased. There-
fore, the number of early education institutions is growing, and the early education market is expanding. 
However, there are some problems in the development of early education in China, such as the single 
content of teaching materials, the shortage of teachers and management talents, etc. In general, China’s 
early education industry still needs standardization and is expected to have huge development potential.

Digital Education for K12

As for K12 online education, China has issued relevant policies to support it as early as 2015. In July 
2015, The State Council advocated encouraging Internet enterprises and social educational institutions 
to develop educational resources and provide online education services according to market demands in 
the Guidance on Actively Promoting the “Internet +” Action. In January 2017, the Ministry of Education 
put forward the 13th Five-Year Plan for National Education, which aims to develop modern distance edu-
cation and online education. In April 2018, the Ministry of Education issued Education Informatization 

Figure 3. 
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2.0 Action Plan to accelerate the modernization of education and promote the economic development 
of education in the new era (Figure 4).

In China, the K12 group is relatively large, so online education significantly impacts the K12 group. 
From 2015 to 2020, the proportion of K12 online education users in the K12 group increases year by 
year. K12 online education is expected to overgrow. K12 online education focuses on subject education 
and quality-oriented education. Among them, online subject education is more, it mainly aims at test-
taking ability, and the subject content is synchronized with the school, such as Chinese, English, and 
Mathematics. The goal of quality-oriented education is to develop physical and mental health, including 
art, sports, science and innovation, quality of life, and research and learning.

Digital Education for Higher Degree Education

In higher education, the academic atmosphere is more liberal than K12, as students are more inclined 
to independent learning, learning to establish a thinking mode. After class, students have more time 
to choose personalized online education. In addition, in September 2014, the Ministry of Education 
promulgated the regulations on the Management of The Recruitment of Postgraduate students for 2015, 
which clearly indicates that the state recognizes the degree of undergraduate students who can graduate 
through online education. This provides educational opportunities for those with educational needs and 
is more widespread.

By taking Massive Open Online Courses (MOOC) in Chinese universities as an example, universi-
ties provide course resources at first around the MOOC platform. Then, different users choose courses, 

Figure 4. 
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participate in teaching, complete homework and discussions, and finally, teachers answer questions to 
improve the course. In general, users have more flexibility and freedom to choose courses.

Remote Learning for Occupational Training and Adult Language

In May 2019, The State Council issued the Implementation Plan for the National Vocational Education 
Reform, which details efforts to ensure the success of vocational education in the New Era into concrete 
actions to promote the major reform and development of vocational education. Online vocational educa-
tion mainly applies to skills training and certification test. Because vocational education involves many 
skilled industries, and some digital and information technology are widely used, digital technology and 
remote education are particularly commonly used in vocational education. For example, in the field of 
digital technology application, the curriculum focuses on the vocational education of big data, AI, 5G, 
AR / VR, and other technical applications and cultivates technical application-oriented talents. Also, 
video e-commerce focuses on Vocational Education in online audio-visual, online live broadcast, content 
creation, and community marketing to nurture creative talents and digital marketing talents. “Smart sup-
ply chain” focuses on the vocational education of smart logistics to develop logistics technical talents 
and supply chain financiers who master information technology.

Other Types of EdTech Education

Online education also applies to enterprise training. These enterprises often use the B2B business model 
for online education. Through online training, enterprises reduce the cost of training and have a formu-
lated training system, significantly improving work efficiency.

The study model is the foundation of education reform. In the last ten years of development, the study 
model has involved a lot. Take K12 online education as an example, “one-to-one” model provides a 
different platform for teachers and students, its process is efficient, but the cost is high. In the real-time 
model, a teacher can face many students through real-time streaming. This model can give students 
and teachers have a sense of participation and interaction. The recording mode means that the course is 
recorded in advance, and students can play it repeatedly. Another common model is the question bank 
model, in which the supplier summarizes the topics of different subjects and provides students with 
many test questions. Some software also allows students to learn through their mistakes and enhance 
their learning achievement.

Due to the diversity of study models, some intelligent technologies are applied, such as AI. In No-
vember 2016, the 13th Five-Year Plan for the Development of National Strategic Emerging Industries 
pointed out that AI should be developed, the industrial ecology of AI should be cultivated, the technology 
of AI should be comprehensively integrated and penetrated all industries, and the intelligent upgrading 
should be gradually realized. In the notice “Action plan for AI innovation in colleges and universities” 
issued by the Ministry of Education in 2018, colleges and universities are required to “improve AI talents 
cultivation system” and “enhance the collaborative innovation and strategic research for AI” (Kong & 
Feng, 2017). With the increase of household consumption level and their education level, the role of AI 
in the education system has been accepted. Along with the support of the government and hardware, 
the AI industry is on the rise.

Take study English as an example. Some websites can correct the tense according to the context 
of words and sentences. The function could help students know their grammatical mistakes and assist 
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teachers in correcting homework. Automatic Speech Recognition is also widespread in online education. 
It could test spoken English and correct pronunciation.

Moreover, a software called “Homework Help” uses image recognition technology, lets students take 
pictures, and then upload the topic. The system will give the analysis. Similar software is available in 
the United States–Volley. This software guide students to improve their ability to study by themselves. 
This could help them accumulate experience for future study. Some software allows teachers to design 
and teach their own subjects, and some educational platforms for K8 students combine learning with 
some games to increase students’ interest. The software provides personalized learning for different 
students through big data analysis, optimizing the teaching methods and contents, therefore improving 
scientific and effective teaching.

Online Education-related Industries and Business Models in China: 
How these Models Impact the Stakeholder’s Engagement

Based on the development of online education and the emphasis on K12 and higher education, the size 
of China’s online education market has been growing steadily in the past five years (Figure 5).

According to the data, the rate of investment in education informatization in China is increasing fast. 
The industrial structure of online education is also gradually optimized and upgraded. As a result, the 
online education industry has boomed in recent years, and the shares of listed companies that dabbled 
in the business have seen several rallies. For example, TCL is the largest online academic education 
service operator in China, taking a leading position in the online academic education service and Chinese 
Proficiency Test (HSK) service and actively developing Internet education and vocational education.

Figure 5. 
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Nowadays, the online education market is seriously polarized, with high profit and high financing in 
the head market. In 2020, the education industry accumulated 103.4 billion yuan of financing, and the 
five companies with the largest amount of financing have accumulated 82.7 billion yuan, accounting for 
80%. However, the customer acquisition cost of the whole industry continues to rise, and the industry 
generally suffers losses, which makes it difficult for small and medium-sized enterprises in the sector 
to survive.

The online education industry chain consists of three kinds of stakeholders:

1.  upstream: resource supply, including hardware supply (like Polaris AI-assisted teaching system) 
and content resource supply (like college course contents).

2.  midstream: service providers (like MOOC, Zuoyebang, i.e., Homework Help)
3.  downstream: schools, teachers, and students.

The value proposition of service providers is to provide platforms and online courses to users, and 
the target customer segments are K12 and higher education students and teachers. Their distribution 
channels are software and cooperation with schools. During the engagement, the time spent creates a 
strong bond between institutions and their outside partners (Morrell et al., 2015). Adekalu et al. (2018) 
and Gorski (2016) suggested that the institutional administrators must create time and offer necessary 
support to enhance faculty and students’ engagement.

In the online education market, the business models are multiple, so the stakeholder engagements 
react variously.

1.  Business to Customer (B2C), a business model in which a merchant sells products and services 
directly to the user. At present, most online education enterprises in the market belong to the B2C 
model, such as VIPKID and 51Talk (both are online youth English platforms). B2C teaching 
scenarios are also constantly changing, from recorded courses to on-site recording courses, from 
classrooms to one-on-one and hybrid classes, to grasp consumers’ psychology and meet the market’s 
needs. However, this business model can easily cause copyright issues, such as video copying and 
secondary distribution.

2.  Customer to Customer (C2C) is a business model in which users put things on the platform to 
trade. Like Taobao and Amazon, both educational institutions and individual lecturers can enter 
the platform to provide educational services to users in the online education market. The platform 
is just a medium for two sides. But there is an obvious flaw that product quality and other marginal 
factors are difficult to control.

3.  Online to Offline (O2O), like Uber, some offline educational institutions have begun to offer online 
courses in the Internet era, combining online and offline teaching. For example, institutions start 
online teaching businesses in the initial offline training or add an offline business to the initial on-
line settings. Some tuition software is positioned as offline tutoring, matching nearby teachers and 
students for one-on-one tuition. This business model makes full use of offline resources. However, 
this model may falsify data and make it challenging to ensure the quality of teaching.

4.  Business to Business (B2B), a model for establishing business relationships between a company 
and other companies. For example, companies that provide online education services and technolo-
gies for companies, governments, schools, and groups are all B2B, such as the company’s online 
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internal training and customer training. However, this model requires both parties to spend a lot of 
time polishing and cooperating, and it is difficult to succeed.

5.  Business to Business to Customer (B2B2C) is a business model in which an enterprise cooperates 
with an offline education institution and allows individual teachers to enter into the platform and 
then provide curriculum resources to learners. Although both B2C and B2B2C are online, B2C has 
only dabbled in a single area, B2B2C online education platform serves as more of an educational 
carrier, learners can achieve knowledge of the different regions. For example, CCTalk (i.e., “Content, 
Community & Talk” real-time interactive education platform) is a comprehensive online knowledge 
learning platform that covers different topics such as knowledge, interests, social connection, and 
practical skills. With the “platform + tool + operation” trinity of advantages, CCtalk’s territory is 
rapidly expanding.

Considering that each business model has disadvantages, there will also be a profit model between 
different business models (Figure 6).

Comparing the Impacts of EdTech on Different Regions from the 
Perspective of Operational Efficiency and Stakeholder Engagement

Due to the unexpected outbreak of the epidemic, the construction of online education was rapid during the 
epidemic. The government immediately promoted the education platform and other supporting facilities.

In the early stage, the mainstream online teaching platforms in the market mainly were carried out 
in recorded broadcasts or live broadcasts of courses. They lacked perfect online interaction functions 
and limited communication between students and teachers. However, the problem was resolved after the 
network equipment was updated and the network traffic speed increased (Figure 7).

Figure 6. 
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The graph above shows the average download rate of online education platforms accessed in different 
provinces during COVID-19. With the help of the Ministry of Education and other administrative agen-
cies, the penetration rate and conversion rate of online education in remote areas have been significantly 
increased in a short time, the level of informatization in developed regions is developing rapidly.

The download rate is different in various regions. This is because the economic development of dif-
ferent provinces in China is not the same. Generally speaking, the economic development of southern 
China is better than that of northern China. Therefore, the infrastructure construction in southern China 
is more comprehensive, the intelligent system is better, and the operational efficiency and stakeholder 
engagement are higher (Figure 8).

The graph shows the different online education platforms and the average download rate in China. 
Different platforms reflect that online education in China is not single, as the online teaching methods 
are multiple. And their average download rates are generally high, which means online education is 
developed fast in China.

During this period, changes in education models have also led some companies to change their business 
models. Due to the pressure of the COVID-19 pandemic, offline education faces the following problems: 
delays in school start times, tight budgets, student refunds, and staff shortages. Although the world is 
working hard to control COVID-19, China has managed to control the pandemic quickly and effectively. 
To avoid the risk of breaking the capital chain, many offline education institutions have urgently deployed 
online education courses. However, the cost of online education is relatively low, and some enterprises 
seize the market with online education deployed in the early stage. Because of their advantages, are 
similar to “southern China”; they have high operational efficiency and stakeholder engagement.

Figure 7. 
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How Do the Authorities Regulate the Online Education in China?

In 2020, China’s online education industry had a good market prospect, and sound policies will further 
promote the development of the industry.

Up to now, there is only one policy document that clearly uses the concept of “online education” in 
China, namely “Guidance on promoting the healthy development of online education” issued by the 
Ministry of Education on September 30, 2019, which comprehensively encourages the development of 
online education industry from the aspects of development goals and means, policy support system and 
management system. This guiding opinion points out that “online education is a new way of teaching 
and learning interaction by using modern information technologies such as the Internet and AI, and it 
is an important part of education services.”

The understanding of the online education industry is not only to simply focus on the documents 
named “online education,” but also to comprehensively focus on all regulatory requirements in the 
field of “network” and “education,” and to comply with all regulatory requirements related to network 
behavior, such as network security, Internet information management, and specific network information 
service (such as blog, forum, post, live broadcast) form management requirements. In terms of personal 
information protection, a series of policy documents and regulations in the field of education manage-
ment must also be complied with. Therefore, the government has gradually tightened supervision over 
the online education market. In August 2018, the Ministry of Justice issued the Regulations on the 
Implementation of the Law of the People’s Republic of China on The Promotion of Private Education, 
stressing that private schools using Internet technology to implement online education should obtain a 

Figure 8. 
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school permit and an Internet business license for the same level and type of education, and file with 
the government education department and the Ministry of Human Resources and Social Security. In 
November 2019, the Ministry of Education issued the “Notice on Improving the Special Governance 
and Rectification Mechanism of Off-campus Training Institutions,” which aims to strengthen the online 
training mechanism. The education administrative department should train institutions in accordance 
with offline management policies and regulate online education and training mechanisms. In December 
2019, the Ministry of Education also issued a notice forbidding harmful mobile applications (apps) from 
entering primary and secondary schools, stressing that apps containing content that violates teaching 
rules should be thoroughly checked and stopped immediately.

How Would These Rules Impact the Stakeholder’s Behaviors in China?

These rules break the current school model and recognize the legitimacy of online education.
The Chinese education system is based on the industrial revolution. The system advocates large-scale 

education, emphasizes efficiency and advocates knowledge dissemination. Teachers, teaching materials, 
and classrooms become the “iron triangle” of education in this system.

There is a growing discussion about how regulations affect China’s future education. Stakeholders 
are concerned about when and how the education system would be impacted. For example, should the 
Chinese education system, like the Stanford online high school, turn the focus of knowledge into the 
focus of students’ knowledge, break the time and space constraints of education, and allow students to 
obtain knowledge and necessary credit recognition through online learning?

This is where the “one size fits all” argument is stranded. Why should people with different learning 
bases, interests, and habits be arranged in the same classroom? In the future, most of the problems can 
be solved by learning at home and in the library. Each person has a schedule, which can be adjusted at 
any time. No matter which school you are in, whether in the city or the countryside, you do not have to 
study every course step by step. It is autonomous learning based on personal interests and problem-solving 
needs, which is a large-scale network collaborative learning. Students may no longer need teachers to 
provide them with a complete knowledge structure. After completing their initial knowledge structure, they 
can construct their own personalized structure to meet their own learning through autonomous learning.

In the future, credits, educational levels, and schools are not significant. What matters is what you 
learn, what you share, what you build, and what you create.

The Change of Business Model of Digital Education and 
Remote Learning Before and After COVID-19

Before and after the epidemic, the most significant data are the online education user scale and Internet 
penetration rate (Figure 9).

In this connection, the data difference between 2019 and 2020 is the most significant in recent years.
Based upon our findings, COVID-19 is just a force accelerating transitional changes in teaching in 

schools and education departments. It has been recognized that schools and education should undergo 
extensive digital transformation to meet the needs of the younger generation and their digital future in 
China. Schools play a pivotal role in this regard: they should educate the younger generation to meet 
the needs of the future. However, the school strives to keep up with the latest developments in digital 
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technology. In the following section, this chapter will examine how a private education company, i.e., 
New Oriental, responds to the COVID-19 by adjusting its business model.

Case Study: New Oriental

New Oriental was established in 1993. At the initial stage, its industrial chain and operation mode were 
relatively single, and its customers were all applicants who took English exams to study abroad. At this 
stage, New Oriental’s course prices were lower than market prices, and “free” teaching materials were 
provided, attracting a large number of students. Since then, due to the ever-increasing demand for English 
proficiency in China’s market, the increasing demand for studying abroad, and the rapid development of the 
English test and training market, the scope of the New Oriental market has expanded rapidly. It provides 
training for students studying abroad, some fundamental English training for K12 students, and services 
for early education, higher education, and skills training, but this training is basically offline courses.

The outbreak of the COVID-19 epidemic has brought great challenges to the education field, but it 
has also brought major innovations. New Oriental is no exception. It faces the following issues:

1.  All students have switched to online remote courses, and the degree of acceptance between the 
students and their parents is unclear;

2.  Before the outbreak of the epidemic, most teachers in New Oriental taught offline and had almost 
no online teaching experience. During the epidemic, they should receive relevant online teaching 
training, and the company needs to be equipped with necessary online teaching settings in a short 
time;

Figure 9. 
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3.  New Oriental’s own online education platform cannot support a large number of students and 
interactive courses. It needs to expand and upgrade the platform in a short time.

However, after the upgrade, New Oriental became one of the most successful organizations in the 
education field by changing its business model to deal with the uncertainty caused by COVID-19. Teach-
ers and students quickly became familiar with the new online education arrangements.

Based on New Oriental’s experience, this study found that under the impetus of COVID-19, the 
profound impact on the education field is emerging in some ways:

1.  The penetration and transformation of technology to education will be normal. With the integra-
tion of technology and education, to a certain extent, students used to take classroom lessons as 
the core, and now this model has gradually transformed into a dual-core model of classroom and 
online.

2.  The transformation of education methods is gradually taking shape. Before it became popular, people 
talked about pure offline education or online education. The lock-down caused by COVID-19 will 
bring more opportunities to use OMO (Online-Merge-Offline) mode, which organically integrates 
offline and online education.

3.  More cooperation between educational institutions and IT companies is gradually developing. The 
capital sector will further increase investment in education, which will promote a closer integration 
of education and science and technology.

Currently, discussions on China’s (online) education reform are still brewing. Although students, 
teachers, and other stakeholders across the country have experienced online education, this does not 
mean that the future of education will always be online. Offline education and online education are not 
substitutes but cooperative and complementary relationships.

Many things in offline education cannot be directly replaced by online education, so the OMO mode 
will inevitably appear. In addition, our research has the following findings:

1.  Fragmentation

The fragmentation of knowledge itself does not bring advantages. The advantage lies in the value that 
the effective use of fragmentation brings to users. This value becomes the fragmentation demand of users, 
and this fragmentation demand changes through contextual changes. For instance, some psychological 
reports show that when facing the screen instead of the real scene, people’s maximum attention is only 
25 minutes. Therefore, fragmentation can enable students to improve efficiency to a certain extent.

2.  Auxiliary online learning has become the norm

For example, more and more auxiliary online learning platforms are designed to help users learn 
efficiently.

However, due to the rapid growth of online education in 2020, competition in the online education 
market will be more brutal in 2021, so it is particularly important to look for new market opportunities, 
e.g., other than the first- and second-tier cities, that is, the third- and fourth-tier cities in China (Figure 10).
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By the end of this year, the online education market in the first and second-tier cities has become 
saturated. Take K12 education as an example, the proportion of major educational institutions in the 
first and second-tier cities has exceeded 90%, and it is not easy to have space for growth. The changes 
brought by the COVID-19 epidemic are: on the one hand, users’ tolerance is improved under the back-
ground of limited choice, and users in low-tier cities also only choose online education mode during the 
COVID-19 epidemic period; On the other hand, how to open up online education market opportunities 
in schools is the key.

Although the government has promoted education informatization in the past, the application of EdTech 
in lower-tier cities is not widespread. Currently, there are many products available on the market. Schools 
in third- and fourth-tier cities will have more opportunities to receive support from online educational 
resources. Besides, the relatively mature application of online education technology and products, at 
least in terms of cognition, expects to increase the popularity of online education in lower-tier cities.

Sustainable Development of Digital Education

Education and learning are systematic projects, and the sustainable development of online education and 
remote education has become the key to China’s education market. To make online education sustainable:

Figure 10. 
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1.  The market needs standardized development. Adhering to standardized management is the trend 
of future growth.

2.  Continuously improve the display form of educational technology. The advantage of the Internet is 
that students can obtain transparent information and solve remote interaction problems. However, 
to transform the freshness brought by educational technology into a lasting attraction and enhance 
user trust, it is not enough to rely on online education platforms alone. AI and other applications 
can give education a broader space for development, and they can help solve many standardized 
and personalized teaching problems.

3.  Adhere to the content as the main body. Digital education and online education are the extension 
of traditional education, the core of which is still education. Respecting the rules of knowledge 
teaching, insisting on content as the main body, and making products meet customers’ needs are 
the rules that should be followed in the field of education.

CONCLUSION

The report of the 19th National Congress of the Communist Party of China points out that the main so-
cial contradictions in China have been transformed into the contradiction between the people’s growing 
needs for a better life and unbalanced and inadequate development. This imbalance is pronounced in the 
field of education. Although China’s information construction and digital economy development are at 
the forefront of the world, the Internet application in culture and education still needs to be deepened. 
The “Internet plus education” undoubtedly expands the coverage of high-quality educational resources, 
conducive to narrowing the gap between education and promoting the optimal allocation of educational 
resources. The application of digital education, online learning, and remote learning immensely helped 
develop and innovate education in China.

In China, the rapid demand growth for online education benefits from the rapid development of the 
Internet industry in recent years. The COVID-19 epidemic’s outbreak once again stimulates the new 
momentum of relevant sectors. It brings a rare opportunity for educational innovation. Although at 
the beginning of the outbreak, both teachers and students had to use the Internet for online education. 
However, after the epidemic situation was controlled in China, many courses were carried out online. 
Nowadays, online education accounts for a more significant proportion of all education modes. Moreover, 
in the post-COVID-19 era, the education industry has a more prominent trend; that is, the combination 
of online and offline education will further become the driving needs of education development. Ac-
cording to the cases of some enterprises, OMO mode is a new and effective education mode at present, 
which can help the sustainable development of education.

Based on the above discussion, this chapter proposes the following suggestions to improve the busi-
ness efficiency of online education:

1.  Solve technical problems. Hardware requirements are the basis for promoting online education. All 
subsequent facilities are built on hardware. Therefore, the issue of insufficient technology must be 
solved, especially in some remote low-tier cities.

2.  The nature of the subject may limit the integration with online education. For example, the way 
Chinese students learn English relies on memory, while the subject of chemistry is an experiment. 
In terms of chemistry courses, online education has no obvious advantages over traditional educa-
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tion. Therefore, online education institutions need to take special measures for specialized classes, 
such as establishing public offline laboratories.

3.  The learning efficiency of students varies. In offline learning, students’ learning scenarios are 
relatively random, and there will inevitably be many cases of low learning efficiency. This requires 
online education to conduct an individualized classification of students and use personalized teach-
ing methods. Of course, students’ self-discipline is also crucial.

4.  Given the different management systems of online education platforms, strengthening supervi-
sion has become an essential measure for online education. The government should improve the 
supervision and management mechanism and solve the registration and qualification problems of 
online education institutions and platforms from the source.

Faced with opportunities and challenges, education enterprises should first have sufficient input 
energy, including technology, teaching, and research. Only by providing sufficiently high-quality educa-
tional products and services can their reputation, brand, and capital become the energy accumulation for 
sustainable development. In such a circular market, online education enterprises need to be user-oriented 
and find a breakthrough in their development.

This chapter has critically discussed the development of online education and the challenges in CO-
VID-19, and it also analyses the “Internet + education” mode in China. More research could be done 
on how AI-based online teaching and offline teaching can be integrated and innovated and how this 
transformation will affect business decisions (especially in higher education).
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KEY TERMS AND DEFINITIONS

AI: The acronym “artificial intelligence” is a new technical science for simulating, extending, and 
expanding the theory, method, technology, and application system of human intelligence.

AR: The acronym “augmented reality” is computer-generated text, images, 3D models, music, video, 
and other virtual information simulated and applied to the real world. The two kinds of information 
complement each other to “augment” the real world.

Digital Education: It refers to the teaching activities in which teachers and learners follow modern 
educational theories and use digital teaching resources and modes to train the interdisciplinary talents 
with innovative consciousness and innovative ability to meet the needs of the new century.

EdTech: A combination of “education” and “technology” refers to software designed to enhance 
teacher-led learning in classrooms and improve students’ education outcomes.

K12: (Kindergarten through twelfth grade). It is the abbreviation of pre-school education to high 
school education.

Operational Efficiency: It is primarily a metric that measures the efficiency of profit earned as a 
function of operating costs. The greater the operational efficiency, the more profitable a firm or invest-
ment is.

Remote Learning: It refers to the use of media such as television and the Internet; it breaks the 
boundaries of time and space and is different from the traditional school accommodation teaching model.

Stakeholder Engagement: It is the process used by an organization to engage relevant stakeholders 
for a purpose to achieve accepted outcomes.

VR: The acronym “virtual reality” occurs when the computer simulates the virtual environment to 
give people a sense of environmental immersion.
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ABSTRACT

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 
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.

INTRODUCTION

As China continues to grow economically and assert its position on the world stage, an understanding 
of the goals, strategies and tactics of those making decisions regarding economic policy both today and 
in the future is important to various parties worldwide. The generation of leaders that opened up China 
and have overseen the economic development is rapidly approaching retirement age, and the subsequent 
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generations who will eventually become decision-makers have a very different frame of reference and 
have had a very different set of experiences than their parents’ and grandparents’ generations (Peng et 
al., 2019). Existing research on the decision-making styles of Chinese decision-makers is not abundant, 
and much is of limited relevance given the relatively rapid and significant shift in circumstances since the 
opening up of China to international commerce began in the 1970s. Additionally, findings in the existing 
body of research regarding decision-making styles indicate a considerable variance from generation to 
generation (Ding et al., 2020; Lakshika & Ahzan, 2021; Rašković et al., 2020).

Recruiting, hiring and promotion of employees is often largely based on the academic performance 
of the candidates (Baert et al., 2018; Soon et al., 2020). Particularly in China, academic performance is 
given considerable weight in the selection process for hiring by both private companies and government 
agencies (Mok & Jiang, 2017; Teng et al., 2019). Decision-making styles have been demonstrated to be 
related to academic performance (Bista, 2019; MacCann et al., 2020; Saya, 2015). For these reasons, 
when considering the decision-making styles of the next generation of decision-makers, it is helpful to 
examine the relationship between academic performance and decision-making styles.

There has been a shift since the opening up of China in the societal norms and values with regards to 
women in leadership roles in both political and commercial organizations (Leung, 2003; McKeen, 2005). 
China has grown in influence and importance on the global stage, becoming one of the few superpowers 
(Cernat, 2020; Myles, 2018). As the trend seems likely to continue Sun (2017), it is relevant to consider 
how the increasing influence of women may affect the future decisions made in China that impact the 
interaction between China other superpowers as well as smaller players on the global stage. Therefore, 
this study investigates how the decision-making of Chinese millennials is influenced by their gender.

Decision-making has been identified as one of the ways that managers and leaders effectively man-
age change in a business environment (Erven, 2001). It plays a key role in a firm’s success. People tend 
to classify bad decisions as unconscious and unavoidable consequences of the human decision-making 
process; however, the existing literature points to another view that decision-making skills can be ac-
quired. Not only should leaders be able to adapt their behavior in changing situations but adapting their 
decision-making models may be beneficial (Bradley & Price, 2021; Hubbard, 2017). For those that 
match the respondent demographic of this study, once aware of their preferences and the strengths and 
weaknesses of their approaches, they can make good use of strengths and develop weaknesses (Sadler 
& Spicer, 2005). Business leaders may find that awareness of decision-making styles and subsequent 
implementation of adaptive behaviors may provide business benefits (Jewell et al., 2020; Levin & Liu, 
2021). Researchers across a variety of disciplines may find that the results of this research are helpful 
and make a contribution to their respective fields of inquiry. However, good decision-making could be 
critical to a company’s success (Alharahsheh & Pius, 2021; Subrahmanyam, 2018).

Decision-making has long been a topic of interest, and the body of research-based knowledge on the 
subject is considerable, especially on related topics, including the relationship between decision-making 
and team effectiveness, leadership, team and decision speed and relationship between demographics and 
leadership, but there has been little consideration of the impact of gender, decision-making styles and 
academic other performance specifically in China.

Companies can use the findings of this study in conjunction with the results of related research to 
predict good decision-making ability and to support the recruitment of potential managers as employees 
successfully Baroda et al. (2019), of whom most are college graduates, so it is necessary to investigate 
the millennial generation’s decision-making models and understand the factors that affect those decision-
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making styles. It is hoped that the findings of this study will help decision-makers and future decision-
makers to improve their decision-making skills.

This topic might be of interest to policymakers, business leaders, Human Resources professionals, 
and those whose research interests include; decision-making, variables affecting academic performance, 
and gender studies.

This paper is an attempt to lessen that gap in the existing research, specifically by seeking to iden-
tify and quantify the presence and level of the relationships between gender, decision-making style and 
academic performance.

BACKGROUND

Review of Related Literature

All organizations’ systems are imperfect, and wrong decisions are made from time to time (Katz & Kahn, 
1978). As a result, addressing questions of how decision-making could become more effective is relevant. 
In the ten years preceding this study, interest and activity in research in the area of decision-making 
has increased with considerable focus on how people make managerial decisions and specifically why 
cognitive distortions occur (Dong et al., 2018; Schildkamp, 2019). Much of the research is focused on 
attempting to identify how bias is related to heuristics and may influence business decisions either in 
peius or in melius (Artinger et al., 2015; Azar, 2014). Some scholars also believe that cognitive biases 
have a negative effect on business choices (Abatecola, 2017).

To reduce biases during the process of decision-making, scholars have tried to develop techniques 
and methods through research like using the promising de-biasing techniques like the cross-disciplinary 
checklist or using MBTI® testing to track decision makers’ personality types to identify and track the 
biases (Furnham, 2020; Mendes et al., 2019). Further, it has been demonstrated that the use of checklists 
and MBTI® testing can help reduce bias in complex organizations (Mendes et al., 2019). Individuals 
with frequent quality control mechanisms and more complex and diverse personalities are more likely 
to make decisions than individuals with no control, fewer participants, and individuals with slight dif-
ferences in personality (Cristofaro, 2017).

Scholars have also studied the factors that affect the decision-making process. Some results show that 
“agreement-seeking behavior, group trust, and cognitive diversity can have positive effects on decision 
outcomes” (Parayitam & Papenhausen, 2016). Research conducted by Dooley et al. (1999) noted that 
perceived trustworthiness plays an important role and that cognition-based trust can increase the benefits 
of cognitive conflict and that affect-based trust can reduce problems associated with cognitive conflict.

Among the existing research on decision-making skills, there is relatively little dissension on how 
best to define and measure DMS (Rowland, 2004; Wood & Bandura, 1989). And few exceptions to the 
broad methodology used to measure DMS across borders (Rowland, 2004). As stated above, there is a 
gap in the literature on the specific topic of this study; however, the existing research does indicate that 
gender can be a factor in some cases (Bakewell & Mitchell, 2006; Powell & Ansic, 1997; Radecki & 
Jaccard, 1996).

Age has also been identified as a factor in decision-making styles McMorris (1999); and Chavda 
et al. (2015) with skills generally improving from elementary age Karnes (1993) through adolescence 
Nelson (1984) at least through college age (Rocha, 2012). Again, there exists a gap in the research in 
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the specific topic of this study which is explored with the aim not of whether age is a factor, but rather 
how age is a factor in the specific demographic identified in this study.

In recent studies, scholars have studied the elements which affect managers’ decision-making re-
sults (Mendes et al., 2019). Some research has been conducted to investigate the relationship between 
demographics and leadership or decision-making style, and have shown that there is not a significant 
difference in the decision-making models and leadership styles of those used among non-profit organi-
zational leaders Uzonwanne (2007) but that decisions making styles may vary within the same non-profit 
organizations as a function of the age of the decision-makers (Uzonwanne, 2016). Decision-making styles 
in for-profit organizations has also been explored and has revealed a consensus in the predominance of 
Rational decision-making skills, which have been used by older, possibly more experienced and senior 
executives (Alkhawlani et al., 2021; Fatima et al., 2020; Gurkov, 2015).

For these studies, most of the early researchers focused on cognitive biases and the relationships 
between demographics and manager’s decision-making styles. Using psychological instruments may be 
one of the useful ways to help decision-makers better understand themselves and control decision out-
comes (Lysonski & Durvasula, 2013; Phillips et al., 1984). Predicting the performance through external 
factors like decision-making styles can also be an excellent way to make this distinction (Bărbuță-Mișu 
et al., 2019; Rus et al., 2019).

Becoming aware of people’s own preferred decision-making styles can be an important step to help 
individuals reduce biases and overcome weaknesses in decision-making processes and in developing 
effective decision-making skills (Rowland, 2004; Spicer & Sadler-Smith, 2006). Completion and un-
derstanding of the results of the GDMS test would enable individuals to improve their decision-making 
capabilities (Betsch & Iannello, 2009; Loo, 2000b; Tadriss-Hasani & Rahmansersht, 2020). Once aware 
of their preferences and the strengths and weaknesses of their approaches, individuals can then seek to 
develop those areas where they are weaker or work with others who exhibit styles that complement their 
own (Sadler & Spicer, 2005).

Employment, both within the private and public sectors in China, has historically been heavily influ-
enced by academic performance, and while the educational system has morphed over the recent decades, 
academic performance remains a major determining factor in employment (Alon, 2009; Teng et al., 2019).

The literature related to decision-making styles in China is limited and further limited by the question-
able relevance of the findings reported prior to the present era of political and commercial leadership due 
to the rapid and significant changes in China (Warner & Zhu, 2018; Xue & Wang, 2012). The majority 
of the recent existing literature on decision-making styles in China is focused tightly on consumer be-
havior; thus, almost no current research on the decision-making styles of non-commercial leadership in 
China has been conducted Jiang and Luo (2021); however, due to the interwoven relationship between 
government and corporate enterprises in present-day China Yu (2018) and Xue et al. (2018), within the 
context of this study, it is appropriate to assume some similarity to those in political leadership roles, 
and those in commercial leadership roles (Lau et al., 2020; Si et al., 2017).

Most of these studies have studied the factors which influence managers’ decision-making styles and 
processes. However, there has been less consideration of the influence of gender differences on decision-
making styles, and in particular, within the context of China. In a review of the existing literature on 
decision-making and gender in China on which to build a foundation for this study, care was taken to 
consider the context and period during which the findings were reported.

It should also be noted that while some aspects of Chinese society and culture have remained largely 
unchanged for centuries, other elements have changed considerably since the opening up of China for 
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international commerce less than two generations ago (Peng & Luo, 2021; Perry, 2018; Xiao et al., 
2017). While changes in cultural and societal norms and the roles of women in China is well outside the 
scope of this study, it should be noted that there have been changes since the opening up less than two 
generations ago; specifically, there have been significant changes in the number and context of leader-
ship roles that women play socially, politically and commercially in China in the last 1-2 generations 
(Huang et al., 2018; Mattison et al., 2021; Riley, 1997; Xiong et al., 2018)

As college-educated Millennials are the most likely source for potential new hires for organizations 
in China and are the most likely to emerge as the next generation of leaders, it is important to understand 
their decision-making behavior. As a result, after we understand the psychological reasons behind their 
decision-making process, it is relevant to investigate the relationship between genders, college students 
(educated or soon to be educated Millennials), decision-making styles, and academic performance. Thus, 
the research question is, what factors actually affect the decision-making styles of this demographic?

HYPOTHESIS

Based on the literature review mentioned above, the following hypotheses are put forth:

H1. There will be a significant difference in the decision-making styles (Rational, Intuitive, Dependent, 
Spontaneous, and Avoidant) used among college students based on gender.

H2. There will be no significant difference in the decision-making styles (Rational, Intuitive, Dependent, 
Spontaneous, and Avoidant) used among college students based on gender.

H3. There will be a significant difference in the academic performance (GPA) used among college students 
based on the decision-making styles (Rational, Intuitive, Dependent, Spontaneous, and Avoidant).

H4. There will be no significant difference in the academic performance (GPA) used among college 
students based on the decision-making styles (Rational, Intuitive, Dependent, Spontaneous, and 
Avoidant).

METHODOLOGY – DESIGN OF THE STUDY

The research aims to investigate the relationships between gender, decision-making styles, and academic 
performance for Chinese millennials and identify what strategic plans organizations could implement to 
improve their effectiveness by inferring their decision-making styles.

Since there is little data about Chinese millennials’ decision-making styles, and a relatively large 
amount of primary data needs to be collected, a quantitative methodology would be most appropriate in 
this study to investigate the demographic factors and decision-making styles. An online survey is well 
suited to meet these conditions.

The review of existing literature revealed the existence of valid and relevant instrument that had been 
successfully developed, tested, and deployed on a closely related topic under different circumstances. 
The survey instrument was previously used by Scott and Bruce (1995).

Questions were used to identify gender, age, academic performance, and five general decision-making 
styles: Rational, Intuitive, Dependent, Avoidant, and Spontaneous. To test the constructs desired, the 
survey instrument was organized to reflect the following: Questions 7-9 represented the Rational model; 
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10-12 represented the Intuitive model; Questions 13-15 represented the Dependent model; Questions 
16-18 represented the Avoidant model, while Questions 19-21 represented the Spontaneous model.

The respondents were self-selected and were primarily enrolled in one of several Chinese universities. 
To attempt to determine if there is a connection between these factors and students’ decision-making 
styles, an online survey containing 21 questions was well suited for this purpose and topic. The survey 
was completed by 321 people through social media Wechat, with the data collected and stored on the 
WeChat survey platform. The survey results were filtered, and the data of respondents who did not 
complete the survey completely was discarded. The data was then analyzed.

ANALYSIS

As mentioned, the data of decision-making models was collected using the GDMS scale in five dimen-
sions: Rational, Intuitive, Dependent, Avoidant, and Spontaneous models. The first step in examining 
the data was to identify the respondents by gender and to confirm that they were part of the desired 
demographic by age. Of 321 respondents, 162 were male, and 159 were female, which is a highly satis-
factory distribution given that gender is on the test variables in this study. Of the respondents, 83% were 
university undergraduate students, which fits the profile of educated or likely to become college-educated 
millennials. These results are indicated in Figure 1.

H1 studied the decision-making models used among Chinese millennials (Rational, Intuitive, De-
pendent, Spontaneous, and Avoidant) based on the difference in gender. This hypothesis was tested by 
a t-test through SPSS. Spontaneous (p = 0.093), Avoidant (p = 0.080), and Dependent decision-making 
model (p = 0.532) reported no statistically significant difference in gender. However, with Intuitive and 
Rational decision-making models, results found a significant difference in gender. The p-value reported 
p < 0.05 on Intuitive (p = 0.019) and Rational (p = 0.039) decision-making models. Through specific 
contrast, the data indicates that for Intuitive decision-making models (t=2.39, P=0.02), the average value 
of female (9.74) was significantly higher than the average value of Male (8.42). In contrast, the average 

Figure 1. The respondents’ gender and educational level
Source: Authors
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value of female (11.65) of Rational decision-making models (t=-2.09,P=0.04) was significantly lower 
than the average value of Male (12.62).

Therefore, H1 was partially supported in the case of Intuitive and Rational decision-making and not 
supported in the case of Spontaneous, Avoidant, and Dependent decision-making.

Likewise, H2 was partially supported in the case of Avoidant, Dependents, and Spontaneous decision-
making and not supported in the cases of Intuitive and Rational decision-making styles. The findings 
from this analysis are provided in Table 1.

H3 and H4 required the analysis of the academic performance based on the different decision-making 
models (Rational, Intuitive, Dependent, Avoidant, and Spontaneous). Correlation analysis was used to 
study the correlation between GPA and decision-making models and used the Pearson correlation coef-
ficient to indicate the strength of correlation.

The results, presented in Table II show that the correlation coefficient between GPA and Rational, 
Intuitive and Dependent models was close to 0, thus indicating that there is no correlation between GPA 
and Rational, Intuitive and Dependent models. However, the correlation coefficient between GPA and 
Spontaneous is -0.196, while Avoidant was reported as -0.218, which indicated a significant negative 
correlation between GPA and Spontaneous and Avoidant models. Therefore, H3 was also partially sup-
ported in the cases of Spontaneous and Avoidant but not supported in the cases of Rational, Intuitive, 

Table 1. The significant differences on college students’ decision-making models by gender

          Female (N=162)           Male (N=159)           t           p

          Spontaneous           9.69 ± 2.97           8.72 ± 2.94           1.693           0.093

          Avoidant           10.26 ± 3.38           9.19 ± 2.86           1.766           0.08

          Dependent           11.30 ± 2.82           10.98 ± 2.36           0.627           0.532

          Intuitive           9.74 ± 2.84           8.42 ± 2.90           2.391           0.019*

          Rational           11.65 ± 2.78           12.62 ± 1.98           -2.093           0.039*

          *p<0.05 ** p<0.01

Source: Authors.

Table 2. The Pearson correlation coefficient between GPA and five decision-making models

          GPA           Grades & Efforts

          Spontaneous           -0.196**           -0.006

          Avoidant           -0.218**           -0.244**

          Dependent           0.066           -0.101

          Intuitive           0.143           -0.13

          Rational           0.132           0.511**

          *p<0.05 ** p<0.01

Source: Authors.
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and Dependent in this situation. Likewise, the H4, which stated the there was no difference between the 
decision-making styles of the respondents based on academic performance, was partially supported in 
the cases of Rational, Intuitive, and Dependent decision-making styles, but not supported in the cases of 
Spontaneous and Avoidant decision-making styles. The findings from this analysis are provided in Table 2.

FINDINGS AND DISCUSSION

The decision-making models as used by Chinese millennials are discussed. The results of the data analysis 
are somewhat complicated by the number of factors included in the GDM, which resulted in the mixed 
results of partially supporting, and not supporting, all of the four hypotheses, with some constraints.

It was also determined that more respondents used the Rational decision-making model than any 
other model.

In the case of H1, which states that there will be significant differences in the decision-making styles, 
(Rational, Intuitive, Dependent, Spontaneous and Avoidant) used among respondents based on gender. 
It was found that in the case of Intuitive and Rational decision-making, H1 was supported, and in the 
case of Spontaneous, Avoidant and Dependent decision-making styles, H1 was not supported.

In the case of H2, which states that there will be no significant difference in the decision-making styles 
(Rational, Intuitive, Dependent, Spontaneous and Avoidant) used among respondents based on gender, 
the results reveal that H2 was partially supported, in the case of Avoidant, Dependent and Spontane-
ous decision-making, and not supported in the cases of Intuitive and Rational decision-making styles. 
The results of the data analysis showed that Intuitive and Rational decision-making models reported a 
significant difference in gender, with females being more likely to engage in Intuitive DMSs. Therefore, 
H2 was not wholly accepted. By comparing the average value, the researcher found that more women 
used the Intuitive decision-making model than men while more men used the Rational decision-making 
model than women.

While these findings may be interpreted as supporting H1 and not supporting H2 at the macro level, 
a further examination of the data, with consideration of all the five decision-making styles, shows mean-
ingful results, well worthy of exploration, examination, and discussion. The relationship between gender 
and Intuitive and Rational decision-making indicates that males are more likely to engage in Rational 
decision-making, that is decision-making that as defined by Scott and Bruce (1995) as more likely to be 
based on logic and structured approaches while simultaneously women are more likely to use Intuitive 
decision-making which is more likely to be based on hunches, feelings, and impressions. This apparent 
contrast in findings is worthy of further exploration, which is outside the scope of the present study 
but which is addressed by an abundance of literature focused on gender and DMSs of populations that 
differ from the focus of this study (Delaney et al., 2015; Páez Gallego et al., 2020; Uzonwanne, 2015).

Examination of the findings are a more granular level, reveal that the styles are Spontaneous and 
Avoidant do not correlate to gender, as reported by the respondents in this study which can be interpreted 
to mean that males and females do not differ in their behavior when avoiding decision-making, nor when 
it comes to makes a rash or impulsive decision on short notice. This lack of difference, where previous 
research had often indicated different behaviors could possibly be attributed to the cultural differences 
between the previous research respondents and those in this study as other findings in the existing research 
on the topic of cultural behaviors, while only peripherally related to this study, consistently indicate that 
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variations in behavior may be related to cultural differences. A determination on this matter is outside 
the scope of this study but well worth further exploration and subsequent research.

H3 states that there will be a significant difference in the academic performance (GPA) used among 
college students based on the decision-making styles (Rational, Intuitive, Dependent, Spontaneous 
and Avoidant). The correlation coefficient between GPA and Spontaneous and Avoidant is -0.196 and 
-0.218, respectively, which indicated a significant negative correlation between GPA and Spontaneous 
and Avoidant models while the other three styles, Rational, Intuitive, and Dependent, the results show 
there is no connection. In this case, H3 was also partially accepted.

In the case of H4, which states that there will be no difference in the decision-making styles (Rational, 
Intuitive, Dependent, Spontaneous and Avoidant) of the target demographic based on academic perfor-
mance, again the results are divided with the correlation coefficient between GPA and Spontaneous and 
Avoidant at -0.196 and -0.218, respectively, which indicates a significant negative correlation between 
GPA and Spontaneous and Avoidant models. In these two factors, H4 was not accepted, while in the 
other three factors of Rational, Intuitive and Dependent, there appears to be no significant correlation, 
therefore, supporting H4.

While these findings may be technically interpreted as supporting H3 and not supporting H4 at the 
macro level, the number, five, of decision-makings styles are worthy of individual attention and a further 
examination of the data at a more granular level, with consideration of all the five decision-making styles 
shows meaningful results, well worthy of exploration, study and discussion.

The lack of a relationship between GPA and Rational, Intuitive and Dependent decision-making styles 
indicates that these three styles are not of critical relevance to academic performance, which in itself 
may indicate a potential to provide insight into the decision-makings styles of the target demographic, 
for example, the Dependent style, which is not related to GPA according to the results, could indicate 
that the higher performers in this demographic are not easily influenced by others, which is as expected, 
but also suggests that those with lower academic performance are likewise not influenced by others. 
This finding is potentially interesting for a number of reasons and may be of interest for further research 
by those whose interests lie closer to leadership, leadership development, and related topics, which are 
outside the scope of this study.

The negative relationships observed between GPA and Spontaneous and Avoidant potentially indicate 
that consistent Avoidant decision-making, or Spontaneous and Impulsive decision-making, is highly 
likely to create difficulties in studies resulting in poorer academic performance. This relationship also 
agrees with the findings of previous other researchers whose views are that Rational decision-makers 
would typically rather deal with, rather than avoid the problems or decisions they face (Abubakar et al., 
2019; Phillips et al., 1984).

It suggests that if we can encourage and maintain using a Rational approach to handle problems, it 
could potentially help with solving avoidance-related issues, and improve performance.

CONCLUSION

This study explored the relationship between gender and the decision-making models (Rational, Intuitive, 
Dependent, Spontaneous, and Avoidant) gender and academic performance (GPA) of Chinese millen-
nials. This topic is relevant.
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Gender does have some influence on decision-making styles, as discussed above, when it comes to 
Intuitive and Rational decision-making styles, with females significantly more likely to use Intuitive 
DMS and males more likely to use Rational DMSs. Although care should be taken in the generalization 
of this finding due to vast differences in culture and educational systems, this finding is consistent with 
previously reported findings in other countries (Aliman et al., 2017; Delaney et al., 2015; Lin et al., 
2019; Mehta, 2020; Pavlić & Vukić, 2019).

Likewise, academic performance is related to decision-making styles, as discussed above, where 
Avoidant and Spontaneous decision-making styles are likely to result in poorer academic performance.

The Rational decision-making approach is the most frequently used approach and is suggested as a 
focus for those who seek to improve decision-making skills which may result in better academic perfor-
mance. This is suggested because of the positive relationship with academic performance. The Rational 
decision-makers’ choices will maximize the academic outcomes, and they will choose the alternative 
that rates the highest, resulting in the situation where they will get the maximum benefits (Abubakar et 
al., 2019; Doukianou et al., 2019). Rational decision-making, using logical and structured approaches, 
are more useful than postponing or avoiding making decisions. Thus, millennials, especially those who 
are pursuing higher education, should focus on developing their Rational decision-making approaches. 
This finding is consistent with the existing literature, and like to be generalizable across broader sec-
tions of society to include anyone who is interested in improving their decision-making performance 
(Abubakar et al., 2019; Eells, 2016; Power et al., 2019).

Further, assuming the premise of this study, that those with better academic performance are more 
likely to attain employment in both the private and public sections organizations, and are more likely 
to advance once on those organizations, it seems likely that the future leaders in China are less likely to 
use Avoidance and Spontaneous DMS. Likewise, it seems likely that women, as given their increasing 
numbers in leadership positions in both the public Xiajuan et al. (2017) and commercial organizations 
(Cooke, 2016; Wang & Shirmohammadi, 2016) over time, and potentially to influence DMSs most often 
exhibited within those same organizations, will drive an increased reliance on Intuitive and Rational 
decision-making styles.

LIMITATIONS AND FURTHER INVESTIGATION

The limitations of this study should also be noted. Firstly, since it uses self-report questionnaires to col-
lect data, accurate judgments made by respondents about themselves are required, and the potential for 
bias and distortion may interfere with the results (Brenner & DeLamater, 2016; Louie & Ward, 2010; 
Spicer & Sadler-Smith, 2005). For instance, respondents tend to claim traits that make them feel good 
and deny those that do not; thus, social desirability bias may appear (Marquis et al., 1986; McCullagh & 
Rosemberg, 2015). Secondly, the findings of Loo (2000) provides evidence that the GDMS is unlikely to 
show social desirability bias. It should also be recognized that the data was collected within a relatively 
short period of time, four weeks, which is a short period for collecting data and which may result in a 
lack of characteristic diversity. Further testing over more extended periods of time would be suggested. 
In addition, the age and personality of the respondents also could be the critical factors that influence the 
decision-making models and, in doing so, would increase the contribution of the study by including not 
only future decision-makers, but also the present generation of decision-makers. On this topic, it should 
be considered that the generally accepted age of leaders in China is quite mature (Smith, 2019; Zhu & 
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Mukhin, 2021). With that in mind, there actually exists a two-generation gap between millennials and 
the present senior leadership of most public and government organizations in China, so further research 
on different generations would be worthwhile.

Most importantly, this study makes apparent the need for further research in the level of granularity 
of exploration within the five decision-making styles identified by Scot and Bruce (1995) and upon 
which the foundation of this study rests. Each of the five styles is worthy of individual consideration and 
validation and should be explored independently. Such research would necessitate a more comprehensive 
instrument and different analytical approach, but would provide a more clear picture of the relationships 
between the variables in this study and, in doing so, greater add to the contribution of this study.
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KEY TERMS AND DEFINITIONS

Cognitive Distortions: A pattern of thoughts that are fundamentally inaccurate and often negatively 
based (Abatecola et al., 2018).

Decision-Making Styles: Decision-making is the selection of a procedure to weigh alternatives and 
find a solution to a problem. It is the action or process of making decisions, especially important ones 
(Bavolar & Bacikova-Sleskova, 2020).

GDMS: The general decision-making style test attributed to Scott and Bruce (1995) which defined 
5 decision-making styles: (a) Rational: logical and structured approaches to decision-making; (b) Intui-
tive: reliance upon hunches, feelings and impressions; (c) Dependent: reliance upon the direction and 
support of others; (d) Avoidant: postponing or avoiding making decisions; (e) Spontaneous: impulsive 
and prone to making “snap” or “spur of the moment” decisions.

MBTI® Testing: Myers-Briggs’ theory is an adaptation of the theory of psychological types produced 
by Carl Gustav Jung. It is based on 16 personality types (Jung, 1921).

Millennial Generation: There are various definitions of generational groupings based on age, but 
most are similar. One well known and accepted definition is “Those born between 1982 and 2000” 
(Dimock, 2019).

 EBSCOhost - printed on 2/8/2023 10:55 PM via . All use subject to https://www.ebsco.com/terms-of-use



Decision-Making Styles of the Next Generation of Chinese Business Leaders

383

APPENDIX A

Questionnaire

Gender & Decision-making Style & Academic Performance
1.  What’s your gender?

○ Female女
○ Male男

2.  What’s your grade?
○ Freshman大一

○ Sophomore大二

○ Junior大三

○ Senior大四

○ Master’s degree研究生

○PHD博士

○Already Working已工作

3.  What’s your GPA ranking?
○ TOP5%
○ TOP15%
○ TOP30%
○ TOP50%
○ TOP70%
○ After 70%

4.  What’s your GPA?
○ 3.8-4.0
○ 3.8-4.0
○ 3.6-3.8
○ 3.3-3.6
○ 3.0-3.3
○ Under3.0

5.  When do you go to sleep?
○ 10pm-11pm
○ 11pm-12pm
○ 12pm-1am
○ 1am-2am
○ After2am.
○ Before 10 pm

6.  I got good grades when I made an effort.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意
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7.  I double-check my information sources to be sure I have the correct facts before making decisions.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

8.  I make decisions logically and systematically.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

9.  My decision-making requires careful thought and consideration of various options in terms of a 
specific goal.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

10.  When making decisions, I rely upon my instincts/ intuition.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

11.  When I make a decision, it is more important for me to feel the decision is right than to have a 
Rational reason for it.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

12.  When I make a decision, I trust my inner feelings and reactions.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

13.  I often need the assistance of other people when making important decisions.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意
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14.  I rarely make important decisions without consulting other people.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

15.  I use the advice of other people in making my important decisions.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

16.  I avoid making important decisions until the pressure is on.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

17.  I postpone decision-making whenever possible.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

18.  I put off making decisions because thinking about them makes me uneasy.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

19.  I generally make snap decisions.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

20.  I often make quick decisions.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意
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21.  I often make impulsive decisions.
○ Strongly disagree 非常不同意

○ 2
○ 3
○ 4
○ Strongly Agree 非常同意

22.  What kind of university are you from?
○ 国内传统大学

○ 中外合办大学

○ 国外大学

○ 其他

23.  Are you the leader in school organizations/clubs?
○ 是
○ 未曾担任
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