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WELCOME MESSAGE

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

On behalf of the conference organizing committee and program committee, I take this opportunity to welcome
all of the delegates and the accompanying persons and guests for the 2015 International Conference on
Business and Economics (ICBE2015) being held in Seoul, South Korea, July 8-11, 2015. The conference is
hosted jointly by the Korea Distribution Science Association (KODISA) and Shandong University of Political
Science and Law of China. The conference aims to share scholarships regarding issues of science, technology
and humanities for business and economic sustainability, to offer an excellent opportunity to meet colleagues
from around the world so as to enable participants to exchange information and ideas on the topics, and to
get presented and published scholarly papers, research notes and case studies in the conference proceedings
and affiliated journals.
I

am

extremely

pleased

that

this

year

we

have

a

total

of

130

presentations

of

full

papers,

research-in-progress papers, doctoral symposiums, and special panel discussions from 156 scholars, industry
leaders, and public policy makers coming from 15 countries. On July 9, 2015, after the conference opening
session, an official reception of the conference will be following for the registered delegates and their spouse
or accompanying persons. As part of this conference tradition, we will honor Best Paper Award winners with a
scholarship. You will not only meet and greet and network with your colleagues from academics and industry
but also engage in stimulating discussions based on academic research papers and business practices.
Finally, I would like to thank our colleagues at KODISA and Shandong University of Political Science and
Law of China for hosting the conference, and the National Research Foundation of Korea for sponsoring the
conference in many ways. I would also like to thank all the attendees, track and session chairs, reviewers and
local organizing directors for their critical role in bringing together the conference.
Sincerely,
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Yu-Fu Li, Ph.D.
[President, Shandong University of Political Science and Law, China]
Conference Co-chair

I would like express our warmest congratulate to KODISA 2015 International conference (ICBE2015) in
Korea, Seoul. The 2015 International conference is hosted jointly by the Korea Distribution Science Association
(KODISA) and Shandong University of Political Science and Law (SDUPSL) since 2011.
I think that this mission of the Conference is not just a forum for academic discussion; it is also a good
chance to establish networks with outstanding scholars and academic leaders around the world. Under this
conference aims to share scholarships regarding issues of science, technology and humanities for business and
economic sustainability and to offer an excellent opportunity to meet colleagues from around the world so as to
enable participants to exchange information and ideas on the topics.
Finally, I would like to express my sincere wish for the success of the conference. I hope all of us will find
new opportunities in this ever-growing realm of Challenges and Opportunities of Management, Business and
Economics in Asia.
Sincerely,
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Dr. Bakhyt K. Yessekina
[Director, Scientific Research and Education Center "Green Academy" Republic of Kazakhstan]
Program Co-organizer

Dear Ladies and Gentlemen!
I warmly greet you on behalf of the First Green Think–tank Centre in the CIS countries – Green Academy.
This is a Scientific Research and Educational Centre, created by support of the former Ministry of Environment
Protection of the Republic of Kazakhstan two years ago. The main mission of Green Academy is to increase
the educational and research potential of the Government, academia, business and NGO’s in the field of green
economy.
I would like to thank the South Korean Government and the Organizing Committee of the ICBE-2015 for the
organization of and invitation to this Conference. We know that Declaration of Green Growth submitted by
MCED-5 (Seoul, Korea 2005) has built a good platform for starting the transition to a green economy in the
Asia Pacific Region, including the Republic of Kazakhstan.
The Republic of Kazakhstan is a pioneer in the region on development of the Green Concept adopted by
the Order of President of the Republic of Kazakhstan HE Nursultan Nazarbayev in June 2013. Presently, the
Government implements the Action Plan of the Concept on Transition to Green Economy till 2020 and invites
countries over the world to join to EXPO-2017 with title "Energy for Future".
As you know, this year there will be two UN Global Summits: MDG’s Summit on Sustainable Development
and COP21 in Paris. We hope that in the framework of the ICBE Conferences, we will develop new
suggestions and tools in the promotion of green economy and climate change mitigation on the global and
national levels.
Sincerely,
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Jae-Sung Lee, Ph.D.
[Chairman, East Asia Business and Economy Association, Korea]
Program Co-organizer

It is my great pleasure to welcome all of the distinguished professors, researchers and the esteemed
personnel and special guests for the summer 2015 International Conference on Business and Economics
(ICBE2015). The conference is hosted jointly by the Korea Distribution Science Association (KODISA),
Shandong University of Political Science and Law of China and will be held in Seoul, South Korea during July
8-11, 2015.
The KODISA together with EABEA Conference aims to provide a communication platform for scholars,
professionals, academics and graduate students not only to present their recent and latest researches but also
share their thoughts and discuss the future development in the field of management and social sciences,
including communication, culture, economy, education, finance, law, management, politics, psychology, society
,and management. Prospective authors from universities or other educational institutes and industry are
encouraged to submit abstract and/or full paper to our summer conference. All papers submitted before the
deadline will be peer reviewed by independent specialists. Proposals for holding tutorial, workshop, special
session, and exhibition are invited from academia and industrial bodies, and should be addressed to the
conference secretariat.
The conference organizing committee is currently looking for financial sponsors from industry, academia, and
professional bodies. Conference purports to support and encourage researches in the area of international
economics, international business and foreign trade practices & laws. Especially, my symposium welcomes
theoretical and empirical papers in the broadly-defined international trade as well as Korea trade areas in their
scope and/or implications.
I would like to express special thanks to all the participants, session chairs, reviewers and organizing
representatives who play major role to organize this brilliant summer conference.
Yours sincerely,
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Sang-Youn Lee, Ph.D.
[Chairman, Korea Business Activity Society, Korea]
Program Co-organizer

Welcome! All of the delegates and the accompanying persons and guests for the summer 2015 International
Conference on Business and Economics (ICBE2015) being held in Seoul, South Korea, July 8-11, 2015. The
conference is hosted jointly by the Korea Distribution Science Association (KODISA), Shandong University of
Political Science and Law of China and Korea Business Activity Society.
The conference aims to share scholarships regarding issues of science, technology and humanities for
business and economic sustainability, to offer an excellent opportunity to meet colleagues from around the
world so as to enable participants to exchange information and ideas on the topics, and to get presented and
published scholarly papers, research notes and case studies in the conference proceedings and affiliated
journals.
I am extremely pleased that this year we are offering 6presentations of full papers, research-in-progress
papers, and special panel discussions from international scholars, industry leaders, and public policy makers
coming from some 10 countries.
Finally, I would like to thank our colleagues at KODISA and Shandong University of Political Science and
Law of China for hosting the conference, and the National Research Foundation of Korea and the Korea
Business Activity Society for sponsoring the conference in many ways. I would also like to thank all the
attendees, track and session chairs, reviewers and local organizing directors for their critical role in bringing
together the conference.
Sincerely,
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Gyu Yeol Shim, Ph.D.
[Chairman, International Convergence Management Association]
Program Co-organizer

Dear Colleagues,
On behalf of Conference Organizing Committee, We cordially invite you to the (ICBE2015). It is my great
pleasure to welcome all of the distinguished professors, researchers and the esteemed personnel and special
guests for the summer 2015 International Conference on Business and Economics The conference is hosted
jointly by the Korea Distribution Science Association (KODISA), Shandong University of Political Science and
Law of China and will be held in Seoul, South Korea during July 8-11, 2015.
The KODISA together with ICMA Conference aims to provide a communication platform for scholars,
professionals, academics and graduate students not only to present their recent and latest researches but also
share their thoughts and discuss the future development in the field of management and social sciences,
including communication, culture, economy, education, finance, law, management, politics, psychology, society,
and management. Prospective authors from universities or other educational institutes and industry are
encouraged to submit abstract and/or full paper to our summer conference. The 2015 ICBE at Seoul will
provide opportunities for discussions and meeting space for various subjects. We welcome your paper
submission and active participation in the presentations.
This conference will provide you with numerous opportunities to interact with the latest cutting edge theories
and practices.
We sincerely look forward to your participation and valuable contribution at this meaningful gathering in
Seoul.
With our warmest regards,
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CONFERENCE MASTER SCHEDULE
DATE

DAY

July 08

Wed

Registration
Hotel Check-in,
SEOUL TOUR
July 09

10:00-20:00

FULL
DAY

Opening
Ceremonies,
Award Ceremonies,
Reception

Close

Track 3
[Water Lily]

Paper Presentations
Local Session 2

Paper Presentations
Local Session 3

10:30-12:00

Paper Presentations
Local Session 4

Paper Presentations
Local Session 5

Paper Presentations
Local Session 6

12:00-13:30

Lunch Break

Lunch Break

Lunch Break

13:30-15:00

Paper Presentations
Local Session 7

Paper Presentations
Local Session 8

Paper Presentations
Local Session 9

15:00-16:30

Paper Presentations
Global Session 1

Paper Presentations
Global Session 2

Paper Presentations
Global Session 3

17:00-18:00

CONFERENCE OPENING CEREMONIES [Convention Center]

18:00-21:00

CONGRESS AWARD CEREMONY AND RECEPTION [Mugunghwa Hall]
[Mugunghwa Hall]

[Camellia]

[Water Lily]

10:00-12:00

Paper Presentations
Global Session 4

Paper Presentations
Global Session 5

Paper Presentations
Global Session 6

12:00-13:00

Lunch Break

Lunch Break

Lunch Break

13:00-14:00

Paper Presentations
Global Session 7

Paper Presentations
Global Session 8

Paper Presentations
Global Session 9

14:00-15:00

Paper Presentations
Global Session 10

Paper Presentations
Global Session 11

Joint Symposium
KODISA – KIMA

15:00-18:00

Joint Symposium
KODISA – EABEA

Joint Symposium
KODISA – ICMA

Joint Symposium
KODISA – KOBAS

18:00–20:00

CONGRESS FAREWELL RECEPTION AND DINNER [HOAM HOTEL]

Sat

Academic Paper
Presentations

Track 2
[Camellia]

Paper Presentations
Local Session 1

Joint Symposiums

July 11

REGISTRATION AND HOTEL CHECK-IN
COMPLEMENTARY SEOUL CITY TOUR*
*All expenses paid by the conference organizer (Lunch and Dinner included).

09:00–10:30

Fri

Academic Paper
Presentations

EVENT & VENUE

Track 1
[Mugunghwa Hall]

Thu

Academic Paper
Presentations

July 10

TIME

[Mugunghwa Hall]
10:00–12:00

Paper Presentations
Global Session 12

12:00-13:00

Research Networking

14:00

[Camellia]
Paper Presentations
Global Session 13

CONFERENCE CLOSE
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[Water Lily]
Paper Presentations
Global Session 14

CONFERENCE PROGRAM SCHEDULE

Day 1 Schedule: Wednesday, July 8, 2015
10:00-20:00

Registration and Hotel Check-in [HOAM Faculty House Hotel]

10:00-20:00

COMPLEMENTARY SEOUL CITY TOUR*

*All expenses paid by the conference organizer (Lunch and Dinner included).

Day 2 Schedule: Thursday, July 9, 2015
Academic Paper Presentations
[Track 1]: Local Session 1 [Mugunghwa Hall]
Session L1: 09:00 – 10:30 Thursday July 9
Session Chair : Chul-Ju Park, Ph.D.
(Sahmyook University, KOREA)

Paper L1: Paper L1: How to Overcome Experiential Regret in Service Failure: The Important
Role of Service Justices
Researcher: Hee-Joong Hwang, Korea National Open University, KOREA
Min-Jeong Kang, Mokpo National University, KOREA
Myoung-Kil Youn, Eulji University, KOREA
Discussant: Moon-Jung Kim, Baeksuk Culture University, KOREA

Paper L2: Double Sidedness of Both Intermittent Addiction and Thought Suppression: Effects
of College Students' Smart Phone Addiction upon Psychological Wellbeing and
Delinquent Behavior
Researcher: Hoe-Chang Yang, Jangan University, KOREA
Young-Ei Kim, Seoul Digital University, KOREA
Discussant: Moon-Jung Kim, Baeksuk Culture University, KOREA
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Paper L3: An Analysis on Open Source Software Service Level Evaluation using BSEM
Researcher: Seung-Chang Lee, Small & Medium Business Corporation, KOREA
Hoon-Sung Park, Business On Communication, KOREA
Eung-Kyo Suh, Dankook University, KOREA
Discussant: Min-Jeong Kang, Mokpo National University, KOREA

Paper L4: The Influence of Leadership Style on the Employee’s Creativity: Focusing on the
Mediating Effect of the Self-Efficacy
Researcher: Ju-Seok Choi, Chungbuk National University, KOREA
Nam-Kyeong Lee, Chungbuk National University, KOREA
Soo-Uk Lee, Kwanwoon University, KOREA
Il-Young Hwang, Kwanwoon University, KOREA
Discussant: Young-Ei Kim, Seoul Digital University, KOREA

Paper L5: A Study on Reconstruction of Seongnam Jungang Market (Public Market)
Researcher: In-seob Shin, Seongnam Jungang Market (Public Market), KOREA
Hui-su Kim, Daejeon University, KOREA
Chang-gwon Yoo, Daejeon University, KOREA
Gi-pyoung Kim, Daejeon University, KOREA
Discussant: Hoe-Chang Yang, Jangan University, KOREA

Academic Paper Presentations
[Track 2]: Local Session 2 [Camellia]
Session L2: 09:00 – 10:30 Thursday July 9
Session Chair : Jang-Hwan Lee, Ph.D.
(Masan University, KOREA)

Paper L6: A Study on the Determinants of Perceived Satisfaction of Strategic Alliances:
Focused on the Moderating effects of Alliance Type
Researcher: Seung Nyun Choi, Sahmyook University, KOREA
Discussant: Eun-Hee Kim, Mokwon University, KOREA

Paper L7: A Study on Perceived Risk According to Product type and Price discount type:
Focus on Korea and Thailand Consumer
Researcher: Eun-Hee Kim, Mokwon University, KOREA
Moon-Jung Kim, Baeksuk Culture University, KOREA
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Discussant: Pan-Jin Kim, Chodang University, KOREA

Paper L8: The impact of Service Quality on Service Satisfaction and Store Loyalty in a CVS
Researcher: Mi-Song Kim, Nong Hyup, KOREA
Sang-Cheol Kim, Yuhan University, KOREA
Pan-Jin Kim, Chodang University, KOREA
Discussant: Dong-Hae Lee, Kaya University, KOREA

Paper L9: The Impact of Service Quality on Service Satisfaction and Store Loyalty in a CVS
: Focused on the Moderating Service Value
Researcher: Jong-Lak Kim, Jangan University, KOREA
Discussant: Pan-Jin Kim, Chodang University, KOREA

Academic Paper Presentations
[Track 3]: Local Session 3 [Water Lily]
Session L3: 09:00 – 10:30 Thursday July 9
Session Chair : Young-Ei Kim, Ph.D.
(Seoul Digital University, KOREA)

Paper L10: Impact of Gender Differences in DNA on Consumer Buying Behavior
Researcher:

Young-Ei Kim, Seoul Digital University, KOREA

Discussant:

Mi-Song Kim, Yuhan University, KOREA

Paper L11: Effects of Multi-dimensional Emotional Intelligence on Intrinsic/Extrinsic Motivation
and Job Satisfaction: Path Analysis Using Perceived Organizational Support
among Laborers
Researcher:

Hoe-Chang Yang, Jangan University, KOREA
Won-Dong Lee, Jangan University, KOREA

Discussant:

Young-Sang Cho, KongJu National University, KOREA

Paper L12: A Study on the Food Science and Nutrition Students' Evaluation for Home Meal
Replacement (HMR) Quality Using Importance-Performance Analysis
Researcher:

Kyung-Sook Park, Jangan University, KOREA
Jong-Baek Kim, Jangan University, KOREA
Hoe-Chang Yang, Jangan University, KOREA

Discussant:

Jong-Lak Kim, Jangan University, KOREA
14

Academic Paper Presentations
[Track 1]: Local Session 4 [Mugunghwa Hall]
Session L4: 10:30 – 12:00 Thursday July 9
Session Chair : Hoe-Chang Yang, Ph.D.
(Jangan University, KOREA)

Paper L13: Influence of Positive Psychological Capital of Small and Medium Business
Workers on Life Satisfaction and Innovative Work Behavior: Mediation effect of
LMX and MMX within organizations
Researcher:

Hoe-Chang Yang, Jangan University, KOREA
Woo-Ryeong Yang, Korea Polytechnic University, KOREA
Hee-Young Cho, Jangan University, KOREA

Discussant:

Keun Eom, Jangan University, KOREA

Paper L14: Effects of Beliefs Perceived by Members in Self, Leader Relationships and
Groups on Innovative Work Behaviors: Path Analysis using Multidimensional Job
Characteristics
Researcher:

Jae-Young Kim Jangan University, KOREA
Woo-Ryeong Yang, Korea Polytechnic University, KOREA
Hoe-Chang Yang, Jangan University, KOREA

Discussant:

Yoon-Hwang Ju, Jangan University, KOREA

Paper L15: An Impact of Awareness of Sincere Mind of Leader and Exchange Relationship
with Leader on Psychological Ownership and Organizational Commitment: Path
Analysis Utilizing Multidimensional Trust
Researcher:

Hoe-Chang Yang, Jangan University, KOREA

Discussant:

Euong-Gyo Seo, Yonsei University, KOREA

Paper L16: Effects of Job Stress on Self-Esteem, Job Satisfaction and Turnover Intention:
The Moderating Effects of Turnover Experience of Call Center Inbound Female
Counselors
Researcher:

Young-Chul, Lee, Jangan University, KOREA
Yoon-Hwang Ju, Jangan University, KOREA
Hoe-Chang Yang, Jangan University, KOREA

Discussant:

Kyu-Chul Han, Sejong Cyber University, KOREA
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Academic Paper Presentations
[Track 2]: Local Session 5 [Camellia]
Session L5: 10:30 – 12:00 Thursday July 9
Session Chair : Jong-Ho Lee, Ph.D.
(Kongju National University, KOREA)

Paper L17: A Study on the Effect of the Involvement and Affect Intensity on the Purchase
Intention of the Music Goods: Focusing on Plagiarism Suspicion
Researcher:

Jin-Wan Jo, Kongju National University, KOREA
Young-Chul Kim, Yuhan University, KOREA
Jongho Lee, Kongju National University, KOREA

Discussant:

Kwang-Keun Lee, Kyungdong University, KOREA

Paper L18: A Study on the Sustaining User Intention of OTT Service Video APP Based on
Smart TV: Focused on China Market
Researcher:

Lin-Lin, Fan, Kongju National University, KOREA
Jongho Lee, Kongju National University, KOREA

Discussant:

Young-Sang Cho, KongJu National University, KOREA

Paper L19: A Study on the Effects of O2O Characteristics on Attractiveness, Trust and
Users` Intention: Focused on Food Service Industry between Korea and China
Researcher:

Zeng-Jun, Sun, Nam Seoul University, KOREA
Jongho Lee, Kongju National University, KOREA

Discussant:

Shuo Zhang, Shandong Normal University, CHINA

Paper L20: A Study on the Analysis of Acceptance Intension on Social Curation Service
Based on Smart Phone
Researcher:

Miao Wang, Kongju National University, KOREA
Jongho Lee, Kongju National University, KOREA

Discussant:

Jong-Jin Kim, Dream Big Institute of Industrial Economics, KOREA

Paper L21: A Study on the Persistent Using Intention of the Mobile-based Personal Cloud
Storage Service -Focused on the China Market
Researcher:

Tai-Le Zhang, Heo Chang city, public employer, CHINA
Jongho Lee, Kongju National University, KOREA
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Academic Paper Presentations
[Track 3]: Local Session 6 [Water Lily]
Session L6: 10:30 – 12:00 Thursday July 9
Session Chair : Hyeon-Suk Park, Ph.D.
(Seoul Venture University, KOREA)

Paper L22: A Study on Standard Dimensions for Configuration of RRP Loading Pattern in
Discount Stores
Researcher:

Sung-Tae Jung, Yuhan Kimberly Inc. , KOREA
Kyu-Chul Han, Sejong Cyber University , KOREA

Discussant:

Hye-Jin Kim, Chosun University, KOREA

Paper L23: The Study of Brand Equity Toward Purchase Intention In The Fashion Market In
China
Researcher:

Dong-Hae Lee, Kaya University, KOREA
Young-Ro Choi, Kaya University, KOREA

Discussant:

Jang-Whan Lee, Masan University, KOREA

Paper L24: Effectiveness Analysis of the Government's Self-employed Support Policy and
Improvement Plans for Systemization and Cooperation Support Systems
Researcher:

Geun-Ha Suh, Small Enterprise and Market Service, KOREA

Discussant:

Dong-Hae Lee, Kaya University, KOREA

Paper L25: Evaluating the Performances of Various Reverse Logistics Networks
Researcher:

Y. S. Yun, Chosun University, KOREA
X. Chen, Chosun University, KOREA
C. Anudari Chosun University, KOREA

Discussant:

Jang-Whan Lee, Masan University, KOREA

Lunch Break
12:00-13:30
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Academic Paper Presentations
[Track 1]: Local Session 7 [Mugunghwa Hall]
Session L7: 13:30 – 15:00 Thursday July 9
Session Chair : Yoon-Yong Hwang, Ph.D.
(Chosun University, KOREA)

Paper L26: The Reinvestigating of Psychological Mechanism in the 'CSR-Customers' Loyalty'
Relation
Researcher:

Ji-Won Im, Chosun University, KOREA
Eun-Bi Kim, Chosun University, KOREA
Ji-Won Kang, Chosun University, KOREA
Jong-Chul Park, Chosun University, KOREA

Discussant:

Hye-Jin Kim, Chosun University, KOREA

Paper L27: Exploring the Relationship between Individual Traits and Customer Citizenship
Behavior through Social Motives
Researcher:

Anesh Sthapit, Chosun University, KOREA
Min Jung Oh, Chosun University, KOREA
Ki-Sang Lee, Chosun University, KOREA
Yoon-Yong Hwang, Chosun University, KOREA

Discussant:

Yongsun Chang, Chosun University, KOREA

Paper L28: Effects of human resource management on Older Worker’s Employment Rate
Human Resource Management
Researcher:

Yongsun Chang, Chosun University, KOREA
Mang Zhang, Chosun University, KOREA

Discussant:

Jong-Chul Park, Chosun University, KOREA

Paper L29: Measuring systemic risk of Korean stock market in aging society
Researcher:

Gabjin OH, Chosun University, KOREA
Ho-yong Kim, Chosun University, KOREA
Ayoung Park, Chosun University, KOREA
Seok-won AhnChosun University, KOREA

Discussant:

Yoon-Yong Hwang, Chosun University, KOREA
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Academic Paper Presentations
[Track 2]: Local Session 8 [Camellia]
Session L8: 13:30 – 15:00 Thursday July 9
Session Chair : Lak-Chae Chung, Ph.D.
(Kong Ju National University, KOREA)

Paper L30: Consumer Perceived Risk in the Korean Mobile Phone Market
Researcher:

Lak-Chae Chung, KongJu National University, KOREA
Young-Sang Cho, KongJu National University, KOREA
Hak-Yoel Kim, Shinhan University, KOREA

Discussant:

Jong-Ho Park, KongJu National University, KOREA

Paper L31: The Study of Service Quality of Merchant Education for the Revitalization of
Traditional Market
Researcher:

Jong-Ho Park, KongJu National University, KOREA
Lak-Chae Chung, KongJu National University, KOREA

Discussant:

Young-Sang Cho, KongJu National University, KOREA

Paper L32: Study on Chinese Consumers’Purchase Intention on Cosmetics PPL in Korean
(Hallyu) Drama
Researcher:

Deng Xiao-Wen, Incheon National University, KOREA
Soon-Hong Kim, Incheon National University, KOREA

Discussant:

Kwang-Keun Lee, Kyungdong University, KOREA

Paper L33: A Study on On-line P2P Financial Product Purchase Decision of Chinese by
Framing Effect
Researcher:

Yu Fei Shang, Incheon National University, KOREA
Na Zhang, Incheon National University, KOREA

Discussant:

Chang Soo Suh, Soonchunhyang Univesity, KOREA

Paper L34: Behavioral Economics Research on Cosmetics Brand Awareness
Researcher:

Mi-Ae Kim, Incheon National University, KOREA
Kyung-Sook Song, Incheon National University, KOREA
Soon-Hong Kim, Incheon National University, KOREA

Discussant:

Jong-Ho Park, KongJu National University, KOREA
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Paper L35: An Overview of Support to Small and Medium Sized Enterprises in Germany
and Japan: Focus on Implication to Korea
Researcher:

Yoshimoto Koji, Gyeongsang National University, KOREA
Il-Hyun Bae, Hyupsung University, KOREA

Discussant:

Hyeon-Sook Park, Seoul Venture University, KOREA

Paper L36: The Effect of information Quality and Usage Environment for User's Intention in
Traceability System
Researcher:

Seung Yook Lee, Seoul Venture University, KOREA
Hyeon-Sook Park, Seoul Venture University, KOREA

Discussant:

Il-Hyun Bae, Hyupsung University, KOREA

Academic Paper Presentations
[Track 3]: Local Session 9 [Water Lily]
Session L9: 13:30 – 15:00 Thursday July 9
Session Chair : Soon-Hong Kim, Ph.D.
(Incheon University, KOREA)

Paper L37: A Study on the Effects of Satisfaction, Trust and Reuse Intention by Delivery
Agency Service Quality in China.
Researcher:

YuChun Dai, Kongju National University, KOREA
Jongho Lee, Kongju National University, KOREA

Discussant:

Jong-Jin Kim, Dream Big Institute of Industrial Economics, KOREA

Paper L38: A Study on the Factors Influencing Using Intention of Smart Phone Messenger
APP by Users: Focused on We Chat.
Researcher:

Yang Li, Kongju National University, KOREA
Jongho Lee, Kongju National University, KOREA

Discussant:

Seung Yook Lee, Seoul Venture University, KOREA

Paper L39: A Study on the Consumer's Using Intentions of Mobile Payment Services with
NFC Function: Focused on China Market.
Researcher:

Fei Li, Kongju National University, KOREA
Jongho Lee, Kongju National University, KOREA

Discussant:

Seung Yook Lee, Seoul Venture University, KOREA
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Paper L40: A Study on the Effects of Social Commerce Characteristics and Consumer's
Characteristics on Repurchase Intention.
Researcher:

Renzu Wu, Kongju National University, KOREA
Jongho Lee, Kongju National University, KOREA

Discussant:

Daesung Seo, Sungkyul University, KOREA

Paper L41: Pan-European Marketing Strategy towards the Innovation-Consumption:
Hub-Spoke Activities for FDI of Korea
Researcher:

Daesung Seo, Sungkyul University, KOREA

Discussant:

Jong-Jin Kim, Dream Big Institute of Industrial Economics, KOREA

Academic Paper Presentations
[Track 1]: Global Session 1 [Mugunghwa Hall]
Session G1: 15:00 – 16:30 Thursday July 9
Session Chair : Dr. Bakhyt K. Yessekina
(The Scientific Research and Education Center "Green Academy"
KAZAKHSTAN)

Paper G1: Power Industry in Kazakhstan: At Transition Stage
Researcher: Dr. Rajasekhara Mouly Potluri, Nimra Institute of Science & Technology, India
Ms. Marina D. Abikayeva, Kazakh-British Technical University, Kazakhstan

Paper G2: Problems of Decarbonization of Economy: International Practices and Kazakhstan
Researcher: Dr. Bakhyt K. Yessekina, the Scientific Research and Education Center "Green Academy",
Kazakhstan

Paper G3: Adopting Green Practices in Manufacturing and International Trade to Curb
Emissions: Evidence from Asia
Researcher: Dr. Jung Wan Lee, Boston University, USA

Paper G4: An Analysis of Regulations to Reduce Emissions in the Energy Sector of the
United States
Researcher: Dr. Megan Elaine Levanduski, Fulbright- Clinton Fellow, the Scientific Research and Education
Center "Green Academy", Kazakhstan
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Paper G5: The Impact of the Logistics and Transport Industry on Carbon Emissions and
Economic Growth in Korea
Researcher: Dr. Jung Wan Lee, Boston University, USA

Paper G6: Development of Green Economy via Commercialization of Green Technologies:
Experience of Kazakhstan
Researcher: Dr. Karlygash S. Mukhtarova, Al-Farabi Kazakh National University, Kazakhstan
Ms. Aknur Zhidebekkyzy, Al-Farabi Kazakh National University, Kazakhstan

Academic Paper Presentations
[Track 2]: Global Session 2 [Camellia]
Session G2: 15:00 – 16:30 Thursday July 9
Session Chair : Dr. Shuai Su
(Shandong University of Political Science and Law, CHINA)

Paper G7: Mutual Understanding between China and South Korea at the Present Stage and
its Future Trends
Researcher: Xiao Han, Shandong Normal University, CHINA

Paper G8: International Brownfield Investment of Chinese Firms
Researcher: Ruonan Zhang, Chonbuk National University, KOREA

Paper G9: A Comparative Study on the Trade of China and South Korea Tourism Services
Researcher: Jiangli Chen, Shandong Normal University, China, CHINA

Paper G10: Comparative Analysis on Cultural Trade Development between China and South
Korea
Researcher:

Hang Gao, Shandong University of Political Science and Law, CHINA

Paper G11: Research on Core Competence of Cultural Industry in Korea
Researcher:

Hao Li, Shandong Normal University, CHINA
Yu Li, Kyung Hee University, KOREA
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Academic Paper Presentations
[Track 3]: Global Session 3 [Water Lily]
Session G3: 15:00 – 16:30 Thursday July 9
Session Chair : Hao Li, Ph.D.
(Shandong Normal University, CHINA)

Paper G12: The Research on Korean Income Distribution Issue
Researcher:

Shuo Ma, Shandong University of Political Science and Law, CHINA

Paper G13: Study on the Impact of International Trade on Economic Growth in Shandong
Province
Researcher:

Qiu Zhang, Shandong University of Political Science and Law, CHINA

Paper G14: Product Quality Control System in Chinese Online Shopping
Researcher:

Bo Li, Shandong University of Political Science and Law, CHINA

Paper G15: The Development and Present Situation of Forensic Accounting in China
Researcher:

Fei Han, Shandong University of Political Science and Law, CHINA

Paper G16: The Development of Korean Culture Industry and Its Enlightenments to China
Researcher:

Jie Zhong, Shandong Normal University, CHINA

Day 2 Schedule: Thursday, July 9, 2015
17:00 – 18:00 Thursday, July 9
Opening Ceremonies and Welcoming Addresses [Convention Center]
Master of Ceremony: Young-Ei Kim, Ph.D.
(Seoul Digital University, KOREA)

17:00-17:10

Registration

17:10-17:20

Welcoming Address, President of the Korea Franchise Association,
Korea
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17:20-17:30

Welcoming Address, President of the Shandong University of
Political Science and Law, China

17:30-17:40

Welcoming Address, Conference Chair, Boston University, USA

17:40-17:50

Award Ceremonies for Korea Distribution Science Excellence
Awards

17:50-18:00

Photo Time

18:00 – 21:00 Thursday, July 9
Congress Reception and Award Ceremony Dinner [Mugunghwa Hall]
Master of Ceremony: Jung Wan Lee, Ph.D.
(Boston University, USA)

18:00-18:20

BEST PAPER AWARDS CEREMONY

18:20-18:30

SERVICE COMMENDATION AWARDS CEREMONY

18:30-21:00

RECEPTION AND DINNER

Day 3 Schedule: Friday, July 10, 2015
Academic Paper Presentations
[Track 1]: Global Session 4 [Mugunghwa Hall]
Session G4: 10:00 – 12:00 Friday July 10
Session Chair : Dr. Jin-Hwan Kim
(Korea National Open University, KOREA)

Paper G17: A Comparative Study on the Usage Intention of Social Network Service (SNS)
in Korea and China
Researcher:

Fan Zhang, Shandong University of Political Science and Law, CHINA
Shuai Su, Shandong University of Political Science and Law, CHINA
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Paper G18: Fourfold Pattern of Risk-taking
Researcher:

Dr. Mike King-fai Fung, The Hong Kong Polytechnic University, HONG KONG

Paper G19: Does the Rise of the Korean Wave Lead to Cosmetics Export?
Researcher:

Mr. Young Seaon Park, Chulalongkorn University, THAILAND

Paper G20: The Formation of Clusters as Mechanism of Transfer of Innovations at the
Periphery in Kazakhstan
Researcher:

Dr. Anel A. Kireyeva, Institute of Economics of the Ministry of Education and Science of the
Republic of Kazakhstan, KAZAKHSTAN
Dr. Nailya K. Nurlanova, Institute of Economics of the Ministry of Education and Science of the
Republic of Kazakhstan, KAZAKHSTAN

Paper G21: A Structural Compendium on Service Quality and Customer Satisfaction: A
Comparative Study between Public and Private Sector Banks in India
Researcher:

Dr. Rajasekhara Mouly Potluri, Nimra Institute of Science & Technology, INDIA
Dr. Srinivas Rao Angati, Krishna University, INDIA
Dr. M. Srinivasa Narayana, Narasaraopeta Engineering College, INDIA
Dr. Rizwana Ansari, Nimra College of Business Management, INDIA

Academic Paper Presentations
[Track 2]: Global Session 5 [Camellia]
Session G5: 10:00 – 12:00 Friday July 10
Session Chair : Dr. Orazaly Sabden
(Institute of Economy of the Republic of Kazakhstan, KAZAKHSTAN)

Paper G22: Specifics and Prospects of Demographic Development of Kazakhstan in the
Context of the Global Trends
Researcher:

Dr. Nailya K. Nurlanova, Institute of Economics of the Ministry of Education and Science of the
Republic of Kazakhstan, KAZAKHSTAN
Dr. Marziya K. Meldahanova, Institute of Economics of the Ministry Education and Science of
Republic of Kazakhstan, KAZAKHSTAN

Paper G23: A Model of Innovation Development of the National Economy of Kazakhstan
Researcher:

Dr. Raushan T. Dulambayeva, Al-Farabi Kazakh National University, KAZAKHSTAN
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Paper G24: Agricultural Innovations for Sustainable Development: Analysis of Situation in
Kazakhstan and Ways for Improvement
Researcher:

Dr. Khalima N. Sansyzbayeva, Al-Farabi Kazakh National University, KAZAKHSTAN
Ms. Aknur Zhidebekkyzy, Al-Farabi Kazakh National University, KAZAKHSTAN

Paper G25: The Strategy of Sustainable Mankind’s Development in 21 century
Researcher:

Dr. Orazaly Sabden, the Center of Industrialization, Competitiveness and Business, Institute of
Economy of the Republic of Kazakhstan, KAZAKHSTAN

Paper G26: Evaluation of Government Programs and Policies: Foreign Experience and
Kazakhstan
Researcher:

Dr. Karlygash S. Mukhtarova, Al-Farabi Kazakh National University, KAZAKHSTAN
Dr. Laura Z. Ashirbekova, Al-Farabi Kazakh National University, KAZAKHSTAN

Academic Paper Presentations
[Track 3]: Global Session 6 [Water Lily]
Session G6: 10:00 – 12:00 Friday July 10
Session Chair : Dr. Rajasekhara Mouly Potluri
(Nimra Institute of Science & Technology, INDIA)

Paper G27: Digital Marketing of Cotton to Generation Y College Students
Researcher:

Jay-Sang Ryu, Texas Christian University, USA

Paper G28: Distribution Companies in the Category Strategy: Focusing on Korea and Japan
Researcher:

Ki-Hwang Lee, University of Marketing and Distribution Science, JAPAN
Masao Mukoyama, University of Marketing and Distribution Science, JAPAN
Mi-Song Kim, Yuhan University, KOREA

Paper G29: Kazakhstan’s Gender Policy: Problems and Prospects
Researcher:

Dr. Rajasekhara Mouly Potluri, Nimra Institute of Science & Technology, INDIA
Ms. Marina D. Abikayeva, Kazakh-British Technical University, KAZAKHSTAN
Dr. Ol'ga A. Yanovskaya, JSC "Financial Academy" under the Ministry of Finance of the
Republic of Kazakhstan, KAZAKHSTAN
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Paper G30: Innovative Mechanisms in the Procurement Logistics of the Republic of
Kazakhstan
Researcher:

Dr. Erzhan B. Zhatkanbaev, Al-Farabi Kazakh National University, KAZAKHSTAN
Mr. Ernur S. Mukhtar, Al-Farabi Kazakh National University, KAZAKHSTAN
Ms. Maiya M. Suyunchaliyeva, Al-Farabi Kazakh National University, KAZAKHSTAN

Paper G31: Innovative Development of Kazakhstan: Problems and Perspectives
Researcher:

Dr. Karlygash S. Mukhtarova, Al-Farabi Kazakh National University, KAZAKHSTAN
Dr. Saule T. Kupeshova, Al-Farabi Kazakh National University, KAZAKHSTAN

Lunch Break
12:00-13:00
Academic Paper Presentations
[Track 1]: Global Session 7 [Mugunghwa Hall]
Session G7: 13:00 – 14:00 Friday July 10
Session Chair : Choon-Sup Hwang, Ph.D.
(Kyung Hee University, KOREA)

Paper G32: Local Fashion Branding of Small Businesses to Promote Fashion Diversity: U.S.
and Hong Kong Case Studies
Researcher:

Sojin Jung, The Hong Kong Polytechnic University, HONG KONG
Choon-Sup Hwang, Kyung Hee University, KOREA

Discussant:

Jong-Ho Park, KongJu National University, KOREA

Paper G33: Chinese and Korean College Students’ Value Perception and Preference for
Their Traditional Wedding Costumes and Purchase Intention for Imported
Fashion Products
Researcher:

Liang Ge, Kyung Hee University, KOREA
Choon-Sup Hwang, Kyung Hee University, KOREA
Kornthip Watcharapanyawong Techametheekul, Kasetsart University, THAILAND

Discussant:

Jong-Ho Park, KongJu National University, KOREA
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Paper G34: Pursuing Justice against the Abuse of the Rich through Social Media: A Case
Study
Researcher:

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

Discussant:

Jong-Ho Park, KongJu National University, KOREA

Academic Paper Presentations
[Track 2]: Global Session 8 [Camellia]
Session G8: 13:00 – 14:00 Friday July 10
Session Chair : Dr. Karlygash S. Mukhtarova
(Al-Farabi Kazakh National University, KAZAKHSTAN)

Paper G35: The Study of Entrepreneur’s Motivation for Innovation in Thailand
Researcher:

Dr. Jarunee Wonglimpiyarat, Thammasat University, THAILAND

Paper G36: Asymmetric Information Spillovers between Trading Volume and Price Changes
in Malaysian Market
Researcher:

Dr. You-How Go, Universiti Tunku Abdul Rahman (UTAR), MALAYSIA
Dr. Wee-Yeap Lau, University of Malaya, MALAYSIA

Paper G37: Customers Trust on Islamic Banks in Indonesia
Researcher:

Dr. Hardius Usman, University of Indonesia, INDONESIA

Paper G38: Non-Banking Activities of Banks under Financial Deregulation in Developing
Countries
Researcher:

Dr. Yasushi Suzuki, Ritsumeikan Asia Pacific University, JAPAN

Paper G39: A Model for Collaborative Development in the South China Sea
Researcher:

Dr. Virginia A. Greiman, Boston University, USA
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Academic Paper Presentations
[Track 3]: Global Session 9 [Water Lily]
Session G9: 13:00 – 14:00 Friday July 10
Session Chair : Dr. Michael Kwag
(Boston University, USA)

Paper G40: The Influence of e-Marketing on Higher Level Marketing Capability and
Marketing Performance in the SME Sector in South Africa
Researcher:

Dr. Richard Chinomona, University of the Witwatersrand, SOUTH AFRICA

Paper G41: The Process of Globalization and Modern Agriculture: Sociological and Economic
Aspects of Serbia
Researcher:

Dr. Dragan Momirovic, Institute of Agricultural Economics, Belgrade, SERBIA

Paper G42: Selecting Investments in Start-ups in Spain
Researcher:

Dr. Montserrat Casanovas, Universitat de Barcelona, Barcelona – SPAIN
Dr. Jordi Pla, Universitat de Barcelona, Barcelona – SPAIN

Paper G43: Antecedents of Acceptance of Social Networking Sites in Retail Franchise and
Restaurant Businesses
Researcher:

Dr. Michael Kwag, Boston University, USA

Paper G44: The Study of Entrepreneur’s Motivation for Innovation in Taiwan
Researcher:

Dr. Barry Unger, Boston University, USA

Academic Paper Presentations
[Track 1]: Global Session 10 [Mugunghwa Hall]
Session G10: 14:00 – 15:00 Friday July 10
Session Chair : Dr. Neeraj Kumari
(Manav Rachna International University, INDIA)

Paper G45: A Comparative Study on Investment Horizons and Volatility: in Indian Market
Researcher:

Dr. Katta Ashok Kumar, Saveetha University, Chennai, INDIA
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Paper G46: Preferred Parameters Affecting the Quality of Education: Faculty Perspectives in India
Researcher:

Dr. Neeraj Kumari, Manav Rachna International University, INDIA

Paper G47: Do Analyst Practices and Broker Resources Affect Target Price Accuracy? An
Empirical Study in India
Researcher:

Dr. Samie Ahmed Sayed, International Management Institute, New Delhi, INDIA

Paper G48: The Relationship Between Financial and Productivity Indicators of Economic
Units in Iran
Researcher:

Mr. Shaban Mohammad, Hakim Nezami University of Quchan, IRAN

Paper G49: SWOT Analysis for National Innovation System of Iran
Researcher:

Dr. Seyedreza Haghi, Ferdows Higher Education Institute, IRAN

Academic Paper Presentations
[Track 2]: Global Session 11 [Camellia]
Session G11: 14:00 – 15:00 Friday July 10
Session Chair : Dr. Muhammad Ayub Siddiqui
(Bahria University, Islamabad, PAKISTAN)

Paper G50: Disclosure Quality and Economic Value Added Evidence from Iran
Researcher:

Dr. Seyed Javad Habibzadeh Baygi, Islamic Azad University of Mashhad, IRAN
Dr. Parisa Javadi, Islamic Azad University of Mashhad, IRAN

Paper G51: The Impact of Global Financial Crisis 2008 on Amman Stock Exchange, Jordan
Researcher:

Dr. Moh'd Mahmoud Ajlouni, Arab Open University, JORDAN
Dr. Waleed Hmedat, Oman College of Management and Technology, SULTANATE OF OMAN

Paper G52: Macroeconomic Dynamics of Standard of Living in South Asia
Researcher:

Dr. Muhammad Ayub Siddiqui, Bahria University, Islamabad, PAKISTAN

Paper G53: Mergers and Acquisitions as Vital Instruments of Corporate Strategy: In Pakistan
Markets
Researcher:

Dr. M. Jibran Sheikh, COMSATS Institute of Information Technology, Islamabad, PAKISTAN
Dr. Mah-a-Mobeen Ahmed, COMSATS Institute of Information Technology, PAKISTAN
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Paper G54: Financial Development and Economic Growth: A Bidirectional Relationship in
Pakistan
Researcher:

Dr. Muhammad Irfan Javaid Attari, Shaheed Zulfikar Ali Bhutto Institute of Science and
Technology, Islamabad, PAKISTAN
Dr. Saba Aslam, Air University, Islamabad (Multan Campus), PAKISTAN

Academic Paper Presentations
[Track 3]: Joint Symposium Session 1 [Water Lily]
Session J1-1: 14:00 – 14:40 Friday July 10
2014 KODISA – KIMA Symposium
Theme: Convergence of IT and marketing
Organizer: Korea Information Technology & Marketing Association
Session Chair : Pan-Jin Kim, Ph.D.
(Chodang University, KOREA)

Paper J1: The negative impact study on the information of the large discount retailers
Researcher: Jong-Jin Kim, Dream Big Institute of Industrial Economics, KOREA
Discussant: Jang-Whan Lee, Masan University, KOREA

Paper J2: A Study on User-centered Service Design Process Model to Increase Competitive
Advantage of Traditional Markets
Researcher: Jang-Whan Lee, Masan University, KOREA
Discussant: Hye-Jin Kim, Chosun University, KOREA

Session J1-2: 14:40 – 15:00 Friday July 10
2014 KODISA – KIMA Symposium
Theme: Convergence of IT and marketing
Organizer: Korea Information Technology & Marketing Association
Session Chair : Soo-Hong Park, Ph.D.
(Jangan University, KOREA)
Paper J3: Does the type of service failure matter? The effects of customer participation on
customer’s responsibility attribution of service failure
Researcher: Mi-Jeong Kim, Kyungsung University, KOREA
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Chul-Ju Park, Sahmyook University, KOREA
Discussant: Jong-Jin Kim, Dream Big Institute of Industrial Economics, KOREA

Academic Paper Presentations
[Track 1]: Joint Symposium Session 2 [Mugunghwa Hall]
Session J2: 15:00 – 18:00 Friday July 10
2014 KODISA – EABEA Symposium
Theme: Asian Business and Economy
Organizer: East Asia Business Economics Association
Session Chair: Jae-Sung Lee, Ph.D.
(Dongeui University, KOREA)

15:00-15:30

Registration

15:30-15:40

Chairman’s greeting

15:40-16:00

Coffee Break

16:00-18:00

Session Presentations

Paper J4: Analysis of Trade Structure in Car Industry between Korea and China
Researcher: Jae-Sung Lee, Dongui University, KOREA
Discussant: Doruk Iris, Sogang University, TURKEY

Paper J5: Repeated Games with Asymptotically Finite Horizon and Imperfect Public
Monitoring
Researcher: Yves Gueron, Sogang University, FRANCE
Discussant: Jae-Sung Lee, Dongui University, KOREA

Paper J6: Economic Targets and Loss Aversion in International Environmental Cooperation
Researcher: Doruk Iris, Sogang University, TURKEY
Discussant: Yves Gueron, Sogang University, FRANCE

Paper J7: Competitiveness in Car Distribution Industry between Korea and China
Researcher: Yu Jiun, Honam University, CHINA
Discussant: Pidong Huang, Korea University, CHINA
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Academic Paper Presentations
[Track 2]: Joint Symposium Session 3 [Camellia]
Session J3: 15:00 – 18:00 Friday July 10
2014 KODISA – ICMA Symposium
Theme: Business and Economic Convergence
Organizer: International Convergence Management Association
Session Chair: Kyu-Yeol Shim, Ph.D.
(Kumi University, KOREA)

15:00-15:30

Registration

15:30-15:40

Chairman’s greeting

15:40-16:00

Coffee Break

16:00-18:00

Session Presentations

Paper J8: An Impact of Perceived Employment Instability on Psychological Well-being and
Job Satisfaction: Mediating Effect of Employees' Resilience and Character Strength
Researcher: Hoe-Chang Yang, Jangan University, KOREA
II-Suck Sun, Jangan University, KOREA
Soo-Hong Park, Jangan University, KOREA
Discussant: Hee-Jin Yang, Gumi University, KOREA

Paper J9: An Empirical Study on Factors Affecting Customer Adoption of Virtual Store in
Extended Technology Acceptance Model : Focusing on the role of Trust and
Playfulness
Researcher: Gyu-Yeol Shim, Gumi University, KOREA
Sang-Hyun Oh, Gumi University, KOREA

Paper J10: The Influence of Job Characteristics of Organization Members on Leadership
Awareness of Superiors and Organizational Citizenship Behavior: Mediation Effect
of Motivation Potential Score
Researcher:

Beet-Na Choi, Jangan University, KOREA
Hoe-Chang Yang, Jangan University, KOREA

Discussant:

Myoung-Kil Youn, Eulji University, KOREA
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Academic Paper Presentations
[Track 3]: Joint Symposium Session 4 [Water Lily]
Session J4: 15:00 – 18:00 Friday July 10
2014 KODISA – KOBAS Symposium
Theme: Sale Convergence and Distribution
Organizer: Korea Business Activity Society
Session Chair: Sang-Youn Lee, Ph.D.
(Gachon University, KOREA)

15:00-15:30

Registration

15:30-15:40

Chairman’s greeting

15:40-16:00

Coffee Break

16:00-18:00

Session Presentations

Paper J11: The Effects of Relationship Value, Alternative Attractiveness and Investment Size
on Commitment Using Investment Model
Researcher:

Jeong-Seok, Yang, Yonsei University, KOREA
Sang-Youn Lee, Gachon University, KOREA
Kyu-Chul Han, Sejong Cyber University, KOREA

Discussant:

Sun-Rae Cho, Sangmyung University, KOREA

Paper J12: A Study in Regards to Service Quality and Customer Satisfaction of Franchised
Coffee Shops
Researcher:

Choung-sub Shin, Sangmyung University, KOREA
Kyu-Sam Hwang, Sangmyung University, KOREA
Hey-Won Lee, Sangmyung University, KOREA

Discussant:

Jeong-Seok, Yang, Yonsei University, KOREA

Paper J13: The Study on the Role Play Training Factors Had Significantly Positive Influence
upon Training Satisfaction, and Customer Service Orientation
Researcher:

Choung-sub Shin, Sangmyung University, KOREA
Jae-Cheul Nam, Sangmyung University, KOREA
Hey-Sook Kim, Sangmyung University, KOREA
Sun-Rae Cho, Sangmyung University, KOREA

Discussant:

Choung-sub Shin, Sangmyung University, KOREA
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Paper J14: A Study on Factors Influencing Successful Glocalization Strategy of Global
Franchise Enterprise: Focused on Caffe Bene
Researcher:

Kyu-Chul Han, Sejong Cyber University, KOREA
Dae-Sun An, Manager, Global Business Division of Caffe Bene, KOREA
Jeong-Seok Yang, Yonsei University. Seoul, KOREA

Discussant:

Choung-sub Shin, Sangmyung University, KOREA

Paper J15: A Study on the Changes of the Trade Environment of the Chinese Market and
the Korean Enterprises' Strategies of Export to China
Researcher:

Ki-Soo Ham, Myongji University, Seoul, KOREA
Sang-Youn Lee, Gachon University, Seoul, KOREA

Discussant:

Kyu-Chul Han, Sejong Cyber University, KOREA

Paper J16: The Study on the Research and Analysis of Start-up Success-Failure Factors to
Small Firms, Micro-enterprise
Researcher:

Sang-Youn Lee, Gachon University, Seoul, KOREA

Discussant:

Se-Jin, Kim, Director, KOBAS, KOREA

18:00 – 20:00 Friday, July 10, 2015 Farewell Reception
Session Chair: Jung Wan Lee, Ph.D. (Boston University, USA)
Place: to be named
International Delegates, Editors, Chairs, Directors, and Executives of KODISA Journals
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Day 4 Schedule: Saturday, July 11, 2015
Academic Paper Presentations
[Track 1]: Global Session 12 [Mugunghwa Hall]
Session G12: 10:00 – 12:00 Saturday July 11
Session Chair : Dr. Dong Ho Kim
(SUNY Empire State College, Ithaca Unit, USA)

Paper G55: Using an Evaluative Criteria Software of Optimal Solution for Enterprise Products
Sale
Researcher:

Dr. Shih-Chung Liao, Technology of Taoyuan Innovation Institute, Taoyuan, TAIWAN
Bing-Yi Lin, Technology of Taoyuan Innovation Institute, Taoyuan, TAIWAN
Bing-Yi Lin, Chung Yuan Christian University, Taoyuan, TAIWAN

Paper G56: Modeling Customer-Based Brand Equity and Perceived Price in Coffee Chain
Stores in Taiwan
Researcher:

Dr. Chen-Tsang (Simon) Tsai, Tainan University of Technology, TAIWAN

Paper G57: Country Analysis: Kazakhstan
Researcher:

Nailya K.Nurlanova, Ministry of Education and Science of Kazakhstan, KAZAKHSTAN
Madina Khalitova, Ministry of Education and Science of Kazakhstan, KAZAKHSTAN

Paper G58: Country Analysis: Algeria
Researcher:

Quafaa Mehyaoul, University of Oran, ALGERIA

Paper G59: IKEA and Corporate Social Responsibility: A Case Study
Researcher:

Yoonah Hahn, SUNY Empire State College, Ithaca Unit, USA
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Academic Paper Presentations
[Track 2]: Global Session 13 [Camellia]
Session G13: 10:00 – 12:00 Saturday July 11
Session Chair : Dr. Gulzada S. Baimukhamedova
(Kazakhstan Academy of Transport and Communications KAZAKHSTAN)

Paper G60: Problems and Solutions to Financial Markets in Kazakhstan
Researcher:

Ms. Aizhan Baimukhamedova, KIMEP University, KAZAKHSTAN

Paper G61: A Study of Women Consumer Behavior in Kazakhstan
Researcher:

Dr. Olga A. Yanovskaya, Kazakh-British Technical University, KAZAKHSTAN

Paper G62: Perspectives on Regional Sustainable Development in Kazakhstan
Researcher:

Dr. Gulzada S. Baimukhamedova, Kazakhstan Academy of Transport and Communications,
KAZAKHSTAN
Dr. Sharzada Akhmetova, KIMEP University, KAZAKHSTAN

Paper G63: Features of Corporate Governance in Kazakhstan
Researcher:

Ms. Malika S. Sayatova, Al-Farabi Kazakh National University, KAZAKHSTAN

Paper G64: The Contribution of Innovation Activity to the Output Growth of Emerging
Economies: A Case of Kazakhstan
Researcher: Dr. Saltanat B. Mukasheva, Al-Farabi Kazakh-National University, KAZAKHSTAN

Academic Paper Presentations
[Track 3]: Global Session 14 [Water Lily]
Session G14: 10:00 – 12:00 Saturday July 11
Session Chair : Dr. Tan Kwang En
(Universitas Surabaya (UBAYA), INDONESIA)

Paper G65: Reidentification of Cooperative’s Main Problems in Indonesia: Empirical Study in
Cimahi City
Researcher:

Dr. Lidya Agustina Kho, Universitas Surabaya (UBAYA), INDONESIA
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Dr. Tan Kwang En, Universitas Surabaya (UBAYA), INDONESIA
Dr. Mey Liana Oey, Universitas Surabaya (UBAYA), INDONESIA

Paper G66: The Analysis of Poverty Pattern in Urban Area of Indonesia (Case Study in
Kertamulya Village, West Bandung Regency)
Researcher:

Dr. Tan Kwang En, Universitas Surabaya (UBAYA), INDONESIA
Dr. Lidya Agustina Kho, Universitas Surabaya (UBAYA), INDONESIA

Paper G67: The Role of Business Feasibility Study for the Growth of SMEs in Indonesia
Researcher:

Dr. Mey Liana Oey, Universitas Surabaya (UBAYA), INDONESIA
Dr. Tan Kwang En, Universitas Surabaya (UBAYA), INDONESIA

Paper G68: Interactive Motivational Concept: A Study of Motivation among Corporate of
Bhopal Region in India
Researcher:

Dr. Bharti Venkatesh, VNS Institute of Management, Bhopal, INDIA
Dr. Amit Kumar Sharma, Hydrocarbon – Oil & Gas Pipeline Projects, Bhopal, INDIA

Paper G69: The Optimization of Bank Branches Efficiency by Means of Response Surface
Method and Data Envelopment Analysis: A Case of Iran
Researcher:
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How to Overcome Experiential Regret in Service Failure : The Important Role of
Service Justices
Hee-Joong Hwang*, Min-Jeong Kang**, Myoung-Kil Youn***

1

Abstract
Regret is so common as to be the second most frequently named
emotion in a study of the use of emotions in everyday language
(Shimanoff, 1984). Regret is a negative, cognitively based emotion
that we experience when realizing or imagining that our present situation would have been better had we acted differently." (Zeelenberg,
1999). Meanwhile, complaint handling takes an important role in raising the retention rate of the customers who suffer from service problem (Hart et al., 1990). Customers anticipate enterprises will remedy
their service failure. Complaining process enhances the relationship
between dissatisfied customers and enterprise (Chebat and Slusarczyk,
2005). One of the strategies to retain customers is to recover justice
from failures (Blodgett et al., 1997). This study intended to explore
the impact of customer’s experiential regret in service failure on customer’s behavioral intention and investigate whether the service justice
perceived by customer moderates the relationship between these two.
Keywords: Experiential Regret, Service Failure, Behavior Intention,
Customers’Perception on Service Justice.

1. Introduction
Many studies asserted that customer’s behavioral intention could be
predicted by service quality (Baker and Crompton, 2000; Chow, Lau,
Lo, Sha, and Yun, 2007; Dagger and Sweeney, 2006; Cronin and
Taylor, 1992; Boulding, Kalra, Staelin, and Zeithaml, 1993; Maiyaki
2013).Service quality and satisfaction give an impact on consumer’s
future behavioral intention (Cronin, Brady, and Hult, 2000; Dagger
and Sweeny, 2006).
However, there has been no variety of the studies on the variables
that influence customer’s behavioral intention (Park, Robertson, and
Wu, 2006). It is deemed to be necessary to make studies on other
factors that influence consumer’s behavioral intention besides service
quality (Ehigie 2006; Saha and Teingi 2009; Maiyaki 2013).
Regret is a feeling people evade (Gilovich and Medvec, 1995).
Regret gives an impact on customer’s decision-making process (Cooke
* First Author, Korea National Open University, ygodson@knou.ac.kr
** Co Author, Mokpo National University, 7minjeong@hanmail.net.
*** Corresponding Author, Eulji University, retail21@hanmail.net.

et al., 2001; McCollough et al., 2000). Regret indicates a failure experience and has a negative effect, such as causing a depression and
lowering the quality of the life satisfaction (Lecci, Okun, and Kaloy,
1994). Andreassen (1999) said the negative emotion caused by service
failure gives a negative impact on future intention. Hart et al. (1990)
asserted that negative emotion causes consumers to have complaints
against organization or make negative WOM behaviors. But, in this
study, this means the emotion of regret caused by the failure of service provider. However, there are not so much studies regarding the
results of flowing behaviors caused by regret.
Hence, this study intended to explore the negative impact of regret,
which is caused by service failure, on customer’s behavioral intention.
Meanwhile, justice means the evaluative judgment on a proper
treatment of following people (Furby, 1986). Smith et al. (1999) asserted that customers respect the values of distributive and procedural
justice when they failed. Customers can recognize such justice only
in the situation of service transfer. The concept of justice is divided
into distributive justice, procedural justice and interactional justice
(Blodgett, Hill and Tax 1997). In addition, this study intended to verify that consumer’s perceived justice moderates the negative impact of
regret for service failure on consumer’s behavioral intention.

2. Theoretical Framework
Consumer’s behavioral intention means the repurchase intention and
the recommendation of the product and service orally to other people
(Parasuraman, Zeithmal and Berry, 1985). This repurchase intention
means the ‘revisit intention’ in service marketing (Liu, Hong, and Li,
2013). Service quality and satisfaction induced consumers’ potential
behavior (Zeithaml, Berry, and Parasuraman, 1996). Consumer’s perceived quality influences behavioral intention (Aliman and Mohamad
2013). The level of consumer’s will for future behavior is called
‘behavioral intention’.
Procedural justice is included in the efficiency and usefulness such
as policies and standards that service organizations use (Smith,
Bolton, and Wagner 1999). Procedural justice means the number of
organizations involved in the process of refund policies and the lead
time for reimbursement, etc.
Distributive justice means the customer’s perception about whether
the benefit of the service is higher than the cost paid by customer.
Distributive justice means the level of feeling to be treated fairly by
the final recovery result such as refund or discount (Maxham III and
Netemeyer, 2002). According to social exchange theory, consumers
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feel more distributive justice as output is bigger than input (Adams,
1963). Distributive justice gives more weight on the perceived justice
which is the result of those provided to consumers in order to settle
customer’s dissatisfaction (Blodgett, Hill and Tax, 1997). Distributive
justice includes coupons, free upgrades, discounts, etc.
Interactional justice means interpersonal interaction with service
representative in a consumer’s recovery process (Maxham III and
Netemeyer, 2002). This includes courtesy, honest, etc. (Tax, Brown,
and Chandrashekaran, 1998). The interaction between customers and
service representatives gives an important impact on service recovery
(Maxham III and Netemeyer, 2002). Interactional justice influences
strongly the sustainable satisfaction for the organization (Greenberg,
1996). It also means the efforts in problem-solving process (Folkes,
1984) and the courtesy and politeness that service agents show
(Blodgett, Hill and Tax, 1997).
It also includes the explanation of enterprise why such situation
occurred (Tax, Brown and Chandrashekaran, 1998) as well as honesty
(Goodwin and Ross, 1989), communication style (S) (Sparks and
Bradley, 1997), etc. Interaction justice is related to the level of being
treated in the aspect of human interaction with service employees
during the period of transferring services. It includes the service employees’ kindness, expression of interest, politeness, etc. (Bies and
Moag 1986; Smith, Bolton, and Wagner 1999).
Research on regret has been extensively studied, ranging in law,
medicine, organizational behavior as well as the marketing field
(Inman and McAlister 1994, Simonson 1992).
Most consumers should buy only a few choices among the various
alternatives. In this case, the consumer will expect for regret that can
occur after purchase, which is formed by the past experience feelings
of regret that occurred after their selection on the basis of an incorrect purchase (Pieters and Zeelenberg 2007). Although consumers
expect regret because of wrong purchase, it is possible to purchase
because of the memory that is learned by the past experience
(Thomas and Menon 2007).
According to previous studies, consumers will be postponed or
abandoned due to fear of the result after consumption spending. This
is because the regret caused by poor choice is larger than regret of
losing a great opportunity to experience (Kahneman and Tversky
1982, Landman 1987).
Although consumers are frequently experienced regret after buying
and anticipate regret for purchase during decision-making time, the
lack of empirical research has been recently pointed out (Pieters &
Zeelenberg 2007)

3. Proposition Development
If customers are satisfied with services, their revisit intentions and
recommendation intentions will be increasing (Kotler, 2003). If not
satisfied, they will look for other services and tend to be transferring
their dissatisfactory experiences to others (Dagger and Sweeny, 2006).
Regret is rather a strong variable that enables to predict next behaviors than just emotional reaction against a bad result (M'Barek and
Gharbi, 2012). Zeelenberg and Pieters (1999) says regret is appearing

from a wrong selection and the responsibility of such failure is not
necessarily only in the service provider.
Zeelenberg and Pieters (2004) asserts regret causes a compliant and
this gives a negative impact on WOM. Through this regret after the
consumption of a service, consumers can change their service providers or select other services better than those that they selected before (Zeelenberg and Pieters, 2004). According to Tsiros and Mittal
(2000)regret gives a negative impact on repurchasing intentions.
<H1> There is a negative relationship between consumers’ experienced regret and behavior intention.
Service recovery is an attempt to rectify the failures related to the
services and products of an enterprise (Kelley and Davis, 1994). The
customers who recognize the recovery strength of enterprise is not
sufficient might not recover the buyer-seller relationship and purchase
services from other enterprises (Schneider and Bowen, 1999). Many
studies claim that customer’s perceived justice is important in the
process of service recovery (Blodgett, Granbois, and Walters, 1993;
McCollough, Berry and Yadav, 2000; Smith, Bolton, and Wagner
1999 Tax, Brown, and Chandrashekaran, 1998).
Justice is important because customers are responding to unreasonable service experiences (Schneider and Bowen, 1999; Maxham
III and Netemeyer, 2002).
Procedural justice means the justice perceived in the policies and
procedures related to recovery efforts. Procedural justice also gives a
positive impact on the level of satisfaction for treating complaints
(Tax, Brown, and Chandrashekaran, 1998).If consumers in the process
of service failure recovery perceive procedural justice less, it gives a
negative impact on the overall satisfaction level (Tax and Brown,
1998; Maxham III and Netemeyer, 2002).
Bolton and Wagner (1999) asserted distributive justice such as
compensation gives an impact on the satisfaction level for the failure
recovery of service provider. Tax, Brown, and Chandrashekaran
(1998) showed that distributive justice gives an impact on the satisfaction level in the process of problem-solving for complaints.
Meanwhile, Interactional justice also gives an impact on the customer’s satisfaction level (Hocutt, Chakraborty and Mowen, 1997).
<H2> Perceived procedural justice has a positive moderating effect between experienced regret and consumer’s behavior
intentions.
<H3> Perceived distributive justice has a positive moderating effect between experienced regret and consumer’s behavior
intentions.
<H4> Perceived interactional justice has a positive moderating effect between experienced regret and consumer’s behavior
intentions.
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4. Methods
For this study, a survey was conducted on 100 college students. In
this survey, the subjects were requested to remind the events when
they regretted after consuming services recently by having them describe those events. And then, they were asked to answer the
questions. Measurements for variables are as following. All the items
were measured using 7 likert scale.
Zeithml(2000) defines behavioral intention as individual will or belief to show a specific future behavior. Consumer’s behavioral intention was referred to Zeithaml, Berry, and Parasuraman (1996),
Headley and Miller (1993), and Taylor and Baker (1994); Dagger and
Sweeny (2006). Items for ‘behavior intention’ are as following. If I
have to use the service again, 1) I will use this service again; 2) I
will recommend this service to other people; 3) I will transfer positive words for this service to my family and friends; 4) I will continue using the service I have been served; 5) I have no plan to
change the service provider; 6) I will accept the advices from the
service center that I use; 7) I am happy to get services from this
place rather than any other place.
‘Perceived justice’was measures based on Tax, Brown, and
Chandrashekaran (1998), Smith, Bolton, and Wagner (1999), Chebat,
Jean-Charles and Slusarczyk (2005). Items for ‘perceived justice’ are
as following.
1) Distributive Justice : I got what I deserved, The result I received from the complaint was fair. 2) Procedural Justice : They responded quickly to my complaint. I was pleased with the length of
time it too for them to resolve my complaint. 3) Interactional Justice
: They communicated honestly with me., The people were courteous
to me., They were quite pleasant to deal with.
Lastly, all the constructs meet satisfactory reliability because cronbach α value of all the constructs was above .85. Reliability is established by examining the internal consistency measure for each
construct.
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Double Sidedness of both Intermittent Addiction and Thought Suppression: Effects
of College Students' Smart phone Addiction upon Psychological Wellbeing and
Delinquent Behavior
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Abstract
This study investigated effects of smart phone addiction upon psychological wellbeing and delinquent behavior, and verified double-sidedness of the thought suppression.
The implications were:
First, smart phone addiction increased uneasiness, depression, impulse and attack.
Second, uneasiness, depression, impulse and attack, etc at smart
phone addiction had negative influence upon psychological wellbeing
to develop delinquent behavior.
Third, findings of thought suppression control verified double
sidedness of thought suppression.
Keywords: Intermittent Addiction, Thought Suppression, Smart
phone Addiction, Psychological Wellbeing, Delinquent
Behavior.

1. Introduction
The smart phone has become daily essentials in Korea that has
more than 40 million users. Time of use of smart phone has been
extended at distribution of the phone. "Investigation into Use of
Mobile Internet in 2014" that not only Korea Internet Security
Agency but also Ministry of Science, ICT and Future Planning said
that smart phone users cognized daily smart phone use time of 2
hours and 51 minutes to be 38 minutes up than previous year. In
particular, ratio of daily 3-hours or more smart phone use users accounted for 45.7% to be 18.7% up, and increase ratio of the 20s and
the 30s accounted to be 22.5% (the 20s) and 23.0% (the 30s) than
previous year (KISA, 2014). The smart phone had affirmative influence owing to high distribution and more use, and had various kinds
of losses and damages such as smart phone addiction: For instance,
not only Ministry of Science, ICT and Future Planning but also
NISA said that 14 percent of the Korean people belonged to smart
phone addiction risk group because of excessive use of the phone to
st
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have difficulties at daily life. In 2014, smart phone addiction risk
group accounted for 14.2% to be 11,8% up than previous year because Internet users made use of smart phone instead of PC (KISA,
2013). Young people were found to have high smart phone addiction to let the government support Internet and smart phone addiction
expenses.
This study paid attention to repeated addiction after medical treatment and/or punishment. Such a phenomenon can be disease to play
psychological mechanism. For instance, the ones who committed not
only serious criminal offense such as gambling and drug but also habitual drink-driving were punished at crackdown could not give up
the crimes not by diseases but by psychological mechanism.
This study investigated effects of smart phone addiction upon psychological wellbeing and delinquent behavior of college students.
College students without economic independence were given limitation
on economic activities than adults did to be important and good
member of the society. This study verified double sidedness of the
thought suppression. Precedent studies said that smart phone addiction
might increase uneasiness, depression, impulsiveness and aggression,
and thought suppression between psychological wellbeing and delinquent behavior could produce addiction. This study investigated effects of thought suppression upon depression and uneasiness of college students who were likely to be influenced by smart phone's
addiction.
The findings were: Investigation into causes of behavior at losses
and damages made by addiction was likely to remind of warning
against smart phone addiction. And, investigation into role of the
thought suppression is likely to verify psychological alternative on
smart phon's intermittent addiction.

2. Theoretical background
In 1994, WTO said that addiction was temporary and/or chronic
intoxication in repeated use of natural and/or artificial chemicals
(Corsini, 1994) that was oriented to material addiction: The addiction
was related to problem and behavior of the material (Sandra, 2000).
The addiction has been extended to include gambling, video game,
physical exercise, sex and Internet (Sandra, 2000) and impulse control
disorder (DSM-IV1, 1994). The addiction has shown eager desire, tolerance and withdrawal symptom to produce social and occupational
disorder and to include material addiction such as drug and alcohol
1 DSM: Diagnostic and Statistical Manual of Mental Disorders.
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and behavior addiction such as gambling and Internet use (NIA, 2011).
Smart phone addiction has produced plenty of problems: traffic accidents in the use of smart phone, suicide at linguistic violence, exposure to porno, violence and infringement upon phishing that have
shown smart phone users' excessive use, dependence and addiction.
(Ko et al., 2013).
College students' excessive use of media and technologies have
negative influence upon mental health to create uneasiness, depression
and other psychological problems (Rosen et al., 2011). The smart
phone addiction was found to produce problems of human relations
and mental health (Choi et al., 2012).
In this study, intermittent addiction has relations with recurrence.
'Intermittent' means occurrence with specific time interval to recur despite being given treatment by legal punishment after cognizing
addiction. Not only common citizens but also well-known persons reported by the press produced evoked social criticism at drug and/or
sex addiction to return to the society after specific time and to produce same problem again. In this study, intermittent addiction was
caused by thought suppression to investigate adverse effects of college
students' smart phone addiction, and thought suppression between psychological wellbeing and delinquent behaviour.
Everyone has preferred thought and/or emotional state to suppress
unwanted thought and to avoid uncomfortable emotional experience
and to be concentrated on specific subject and to distribute attention
from pains and to have influence upon their own psychological state
(Wegner & Pennebaker, 1993). But, men often fail to control their
mind to feel frustrated and threaten self-esteem and have adverse influence upon psychological and physical health (Pennebaker et al.,
1997). So, suppression may be used to control unwanted thought.
The thought suppression is said to make effort to think of specific
thought: Active control of specific thought adheres to the thought to
produce ironic monitoring (Wegner et al., 1987). The thought suppression's ironic effect has two hypotheses. The hypothesis is based
on both processes, that is to say, intentional operating process to
keep wanted state and ironic monitoring process to retrieve not only
wanted state but also inconsistent sense and thought at the same
time: Both processes promote feedback mechanism. The intentional
operating process is conscious to require efforts and to control and to
be damaged by cognitive load, stress and uneasiness: But, ironic
monitoring is unconscious to require less efforts not to be suppressed
at psychological control and to be given no influence at psychological
control and to be given no influence from cognitive load (Wegner,
1994). The hypothesis says that conscious effort can control situation
to be damaged by uneasiness and others and to function unconsciously and automatically under specific situation.
The ironic monitoring of thought suppression is: The delayed rebound effect gives order of specific thought and informs thought than
under remaining control conditions by delayed rebound effect (Cioffi
& Holloway, 1993; Clark et al., 1991; Davies & Clark, 1998; Macrae
et al., 1998), and informs thought more than control conditions by
immediate enhancement effect (Lavy & Van den Hout, 1990:
Salkovskis & Cambell, 1994; Trinder & Salkovskis, 1994).
Intentional effort of control of the thought may produce adverse
effects (Ansfield et al., 1996; Borkovec, 1982; Macrae et al., 1997;

Palfai et al., 1997; Sullivan et al., 1997; Wegner et al., 1997;
Wenzlaff et al., 1991): Men may be addicted by thought suppression
at time elapse after treatment and/or actions by oneself and/or others
that is intermittent addiction.
A lot of researchers defined wellbeing (Andrew & Withey, 1976;
Fordyce, 1988; McDowell & Newell, 1987): Initial concepts of individual's wellbeing are based on limited theory to miss important
area of psychological health (Ryff, 1989; Ryff & Keyes, 1995).
Subjective life quality and wellbeing level accounted for individuals' satisfaction with life, and state of positive and/or negative
emotion so that individual's member in the society should be standard
to evaluate wellbeing from point of view of multi-dimension. (Ryff,
1989): Researchers said, for instance, self-actualization of Maslow,
1943; fully functioning person of Rogers, 1963; individuation of Jung,
maturation of Allport, 1961; psychological and social stage model of
Erikson, 1980; trend of the basic life of Buhler, 1971; changes in the
nature of Neugarten, 1985) to develop 6 levels of psychological wellbeing scales that could measure self-accept, individual growth, goal of
life, affirmative relations with others, environment control and autonomy (Ryff, 1989).
Men's emotional labour and emotional disharmony may have negative influence upon psychological wellbeing (Hochschild, 1983;
Morris & Feldman, 1996; Repetti & Crosby, 1984; Zapf., 2002) to
be likely to have negative influence upon psychological wellbeing by
smart phone addiction. The thought suppression with positive function
is likely to lessen losses and damages caused by negative emotion.
The delinquent behavior is said to be crime violating laws and
regulations, abnormal behavior under standards of the value, and maladjusted behavior not adapting to the environment (Seo, 2006). The
delinquent behavior can be examined by mutual reaction theories, for
instance, Anomie Theory (Durkheim, 1972), Techniques of
Neutralization Theory (Sykes & Matza, 1957), Social bond theory
(Hirschi, 1998), labelling theory (Davis, 1972), and Differential
Association Theory (Sutherland et al., 1995). The delinquent behavior
that threatens social order to be influenced by social values and/or
norms in the society during specific time is given attention when an
individual's delinquent behavior exists regardless of time to threaten
not only individuals but also the society and nation. (Seo, 2006). The
delinquent behavior includes robbery, violence, vandalism, drug abuse,
rudeness, shortage of the effort, early leave, late attendance and others (Christian & Ellis, 2011). A study on young people's cyber addition said that delinquent behavior supplemented unstable self identity
by cyber space to make friendliness and sense of belonging and to
satisfy desire of separation from family and parents and to express
frustration by aggressive impulse (Suler, 1996).
This study investigated delinquent behavior that depended upon
will to synchronize by not only expectation of personal gain but also
desire of expression of anger and/or frustration (Christian & Ellis,
2011). In this study, negative emotion at smart phone addiction may
promote delinquent behavior, and thought suppression's positive function is likely to lessen delinquent behavior. Failure of the thought
suppression may verify double-sidedness of the thought suppression to
produce individuals' intermittent addiction.
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3. Research Design, Data, and Methodology
The smart phone addiction had relations with aggressiveness, impulse, depression, sense of isolation and other pathological psychological symptoms (Hawi, 2012; Li et al., 2014; Lopez-Fernandez et
al., 2014; Lu et al., 2011), and negative emotion at smart phone addiction had influence upon psychological wellbeing and delinquent behavior to produce research model that the thought suppression had
influence. The models and hypotheses were (Fig 1):

<Figure 1> Research Model & Hypotheses

To conduct this study, a total of 151 participants(110 males, 41
females) were recruited from Jangan University. Participants received
course credit for their participation. Participants' age ranged from 17
to 25 years(M = 20.09, SD = 1.89). Frequency analysis, descriptive
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statistic analysis, correlation analysis, simple regression analysis, and
multiple regression analysis were conducted using SPSS 19.0 and
AMOS 19.0.
The following self-report measures were used. Specifically, smartphone addiction was measured 15 items, anxiety, depression, impulsivity and aggression was measured each 8 items, Likert 4-point
scale based on NISA(2011). Thought suppression was measured 15
items, Likert 5-point scale based on Wegner & Zanakos(1994).
Psychological well-being was measured 34 items, Likert 5-point scale
based on Ryff(1989), And deviant behavior was measured 14 itmes,
Likert 5-point based on Aquion et al.(1999). All variables were converted into z-score to make correction of difference of the scales.
To find out if measurement items are internally consistent, reliability was verified using Cronbach α. Nunnally(1978) argued that if
Cronbach α is over 0.7, it is considered reliable. In this respect, the
reliability of variables in this study was found to be 0.846~0.948. As
a result of confirmatory factor analysis to verify validity of variables,
all variables' AVE are over than 0.5 to confirm validity except impulsivity, thought suppression, psychological well-being and deviant
behavior was less than 0.5 to confirm validity by comparing between
coefficient of determination of R-square and AVE, respectively.
The directional nature and possible causal relationship between variables were identified through confirmatory factor analysis and the results from correlation analysis which was carried out to identify the
validity of variables whose validity was not identified were presented
in <Table 2>.

<Table 1> Reliability and Validity
Variables

first item

final item

Cronbach's α

Construct Reliability

AVE

Smartphone addiction

15

15

0.915

0.953

0.615
0.669

Anxiety

8

8

0.911

0.941

Depression

8

8

0.900

0.937

0.654

Impulsivity

8

8

0.846

0.881

0.485

Aggression

8

8

0.917

0.936

0.648

Thought suppression

15

15

0.948

0.932

0.478

Psychological well-being

34

17

0.890

0.937

0.477

Deviant behavior

14

13

0.863

0.894

0.398

<Table 2> Results of Correlation analysis(n=151)
1

2

3

4

5

6

7

8

1. Smartphone addiction

(.615)

2. Anxiety

.470**

(.669)

3. Depression

.399**

.661**

(.654)

4. Impulsivity

.523**

.589**

.574**

(.485)

5. Aggression

.420**

.646**

.637**

.660**

(.648)

6. Thought suppression

.260**

.498**

.447**

.412**

.550**

(.478)

7. Psychological well-being

-.382**

-.267**

-.473**

-.344**

-.301**

-.189*

(.477)

8. Deviant behavior

.408**

.378**

.401**

.526**

.502**

.463**

-.273**

(.398)

Mean

2.24

2.36

1.85

2.22

2.05

2.98

3.38

2.57

Standard Deviation

0.55

0.64

0.59

0.60

0.69

0.88

0.55

0.73

Note) * p<.05, ** p<.01, AVE marked in (

).
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4. Results
The demographic variables were controlled such as gender and age
for the verification of the direct effect and the regression analysis
was performed. According to its result, Smartphone addiction had
statistically significantly positive influence upon anxiety(β = .476,
p<.01), depression(β = .367, p<.01), impulsivity(β = .494, p<.01), and
aggression(β = .424, p<.01), respectively. Therefore, hypothesis 1, 2, 3
and hypothesis 4 was adopted.
Anxiety(β = -.230, p<.01), depression(β = -.438, p<.01), impulsivity(β
= -.321, p<.01), and aggression(β = -.270, p<.01) had statistically significantly negative influence upon psychological well-being,
respectively. Therefore, hypothesis 5, 6, 7 and hypothesis 8 was
adopted, too. Multiple regression analysis was done with control of
same demographic variables to verify which factor had more significantly influence upon psychological well-being, depression(β =
-.463, p<.01) had only significantly negative influence upon psychological well-being.
And, anxiety(β = .383, p<.01), depression(β = .408, p<.01), impulsivity(β = .543, p<.01), and aggression(β = .503, p<.01) had statistically significantly negative influence upon deviant behavior,

respectively. Therefore, hypothesis 9, 10, 11 and hypothesis 12 was
adopted, too. Multiple regression analysis was done with control of
same demographic variables to verify which factor had more significantly influence upon deviant behavior, in order to impulsivity(β =
.346, p<.01), and depression(β = .250, p<.01) had only significantly
positive influence upon deviant behavior.
In order to verify the moderating effects of thought suppression,
an interaction term with antecedents of each path was constructed for
multiple regression analysis. As the result, it was found that thought
suppression had a statistically significant positive moderating effect on
the relationship between anxiety(β = .236, p<.01), depression(β = .317,
p<.01), impulsivity(β = .270, p<.01), aggression(β = .279, p<.01) and
psychological well-being, respectively. Therefore, sub-hypothesis of hypothesis 13 were all adopted.
However, it was found that thought suppression had a statistically
significant positive moderating effect on the relationship between anxiety(β = -.053, p=.958), depression(β = -.035, p=.640), impulsivity(β =
-.006, p=.931, aggression(β = -.031, p=.673) and deviant behavior,
respectively. Therefore, sub-hypothesis of hypothesis 13 were all
rejected.

<Figure 2> Moderation effect of Thought suppression
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5. Conclusion
This study investigated effects of smart phone addiction upon psychological wellbeing and delinquent behavior, and verified double-sidedness of the thought suppression. In this study, intermittent
addiction was thought to be made by thought suppression. In other
words, even after being free from addiction, double-sidedness of
thought suppression made addiction again.
The implications were:
First, smart phone addiction increased uneasiness, depression, impulse and attack. The findings supported precedent studies. Various
kinds of researches were needed to investigate personal factors and
environmental factors that had influence upon smart phone addiction.
Second, uneasiness, depression, impulse and attack, etc at smart
phone addiction had negative influence upon psychological wellbeing
to develop delinquent behavior. Uneasiness, depression, impulse and
attack and other negative factors worsened self-acception, personal
growth, goal of the life, affirmative relations with others, environmental control, autonomy and individuals' life quality to produce delinquent behavior. Studies on lessening of smart phone addiction and
living healthy life were needed.
Third, findings of thought suppression control verified double
sidedness of thought suppression. The thought suppression could control significantly uneasiness, depression, impulse, attack and psychological wellbeing not to control delinquent behavior. (Fig 2). The
thought suppression may be damaged by cognitive load to keep composure by intentional efforts, and can positively increase psychological
wellbeing at low level of uneasiness, depression, impulse and attack.
However, delinquent behavior requires less effort not to suppress at
psychological control and not to be influenced by cognitive load, and
to function automatically and not to lessen delinquent behavior by
thought suppression. The findings gave another point of view on current addiction treatment. Addiction treatment much relied upon drug
so that psychological treatment shall be strengthened to control intermittent addiction. Psychological rehabilitation and treatment shall be
developed to lessen rebound effect after thought suppression and to
verify effects of clinical application and to prevent intermittent
addiction.
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An analysis on Open Source Software Service Level Evaluation using BSEM
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Abstract
Lee et al. (2015) proposed multi purposed evaluation model named
Behavior-Structure-Evolution Evaluation Model(BSEM) for the purpose
of proposing evaluation framework for open source software service
companies based on general corporate valuation model. The evaluation
model is composed of three factors. First, enterprise service level of
Open source software is divided by Service Area, Service domain and
Service Activity. Second, technical reference model of Open source
software is divided by Service Area, Open source software technical
Domain, Technical Sub-Domain, Open Source Software Name. Third,
index of evaluation level is divided by evaluation group, evaluation
domain and evaluation item.
Therefore, main purpose of this study is to applying BSEM for
OSS service companies to adaptability, expandability and objectivity
of BSEM. We chose 2 out of 290 OSS service companies and they
offer operating system and Database management system services. We
applied Technology Reference Model(TRM) for technical domain. At
last we applied 21 evaluation indexes for measuring each service
level. Also we measured service weight by OSS experts and applied
for BSEM model.
After whole evaluation indexes are calculated BSEM suggested final service level by showing alphabet from AAA to D and BSEM
affords the detailed service level for BSEM user.
Keywords:

Open-Source Software(OSS), Open-Source Software
service level, Evaluation Model Application Case,
Open-Source Software Company.

1. Introduction

data, such as convergence in various areas of industry emerging as a
more and more important. Open Source Software(OSS) has been used
mainly in Server market of conglomerates, In recent years, many industries including small and medium companies in IT are discussing
the importance of its usage. Despite its increasing advantage worldwide, domestic companies and public areas are inhibiting the usage of
open source software due to a lack of reliable information for public
domain. Despite this growing trend of utilization the open source
software worldwide, the domestic industry is still in the public domain due to a lack of reliable information for the public and local
businesses to introduce the public domain, and to take advantage of a
inhibiting factor. So, Lee et al. (2015) proposed multi purposed evaluation
model
named
Behavior-Structure-Evolution
Evaluation
Model(BSEM) for the purpose of proposing evaluation framework for
open source software service companies based on general corporate
valuation model.
Therefore, main purpose of this study is to applying BSEM for
OSS service companies to adaptability, expandability and objectivity
of BSEM. We chose 2 out of 290 OSS service companies and they
offer operating system and Database management system services.
Company A which offers operating system services has “System OSS
Software package development & supply” and “OSS software system
improvement & maintenance” service activity in detail. Company B
which provides operating system and database management system
has “OSS software base network design” and “Customized OSS software development” service activity. We applied Technology Reference
Model(TRM) for technical domain. Company A was “52. Operating
system” and company B was “51. Database and 52. Operating system”. At last we applied 21 evaluation indexes for measuring each
service level. Also we measured service weight by OSS experts and
applied for BSEM model.
After whole evaluation indexes are calculated BSEM suggested final service level by showing alphabet from AAA to D and BSEM
affords the detailed service level for BSEM user.

In the public domain in the server market, most came to show
high utilization, more recently, mobile, cloud, virtualization and big
* Professor of Small & Medium Business Corporation, 87 Yeonsuwonro, Danwon-gu, Ansan-si, Gyeonggi-do, South Korea, E-mail: lee_
seungchang@yonsei.ac.kr
** Director, Business On Communication, 172 Geangnaru-ro, Sungdonggu, Seoul, South Korea, E-mail: hspark.fw@gmail.com
*** Corresponding author, Assistant professor, Dankook University, 152
Jookjeon-ro, Sooji-gu, Yongin-Si, Kyunggi-do, South Korea, Tel:
+82-31-8005-3981. E-mail: eungkyosuh@dankook.ac.kr

2. Research Design
The purpose of this study is to applying BSEM for OSS service
companies to adaptability, expandability and objectivity of BSEM. The
research design was devided by 4 phases and showed in <Figure 1>.

60

Seung-Chang Lee, Hoon-Sung Park, Eung-Kyo Suh / EIGHTH INTERNATIONAL CONFERENCE 59-63

<Figure 1> Open source software service level evaluation process

Phase 1: Selecting target company and applying evaluation process
Phase 2: Adapting evaluation model to measure service level by
three factors(Service activity, Open Source Software
type, Evaluation items)
Phase 3: Calculating measurement result by three factors and sum
up in total.
Phase 4: Verifying the service level result

3. Data and Methodology
The assessment model developed in this study and evaluation of
the data model through the evaluation of the level of enterprise-level
estimation methods can grant was composed of average.
 Enterprise service level of Open source software is divided by
Service Area, Service domain and Service Activity,
 Technical reference model of Open source software is divided
by Service Area, Open source software technical Domain,
Technical Sub-Domain, Open Source Software Name,
 Index of evaluation level is divided by evaluation group, evaluation domain and evaluation item.

We chose 2 out of 290 OSS service companies and they offer operating system and Database management system services. Company
A which offers operating system services has “System OSS Software
package development & supply” and “OSS software system improvement & maintenance” service activity in detail. Company B which
provides operating system and database management system has “OSS
software base network design” and “Customized OSS software development” service activity as shown in <Table 1> and <Table 2>.
Lee et al. (2015) suggested the BSEM for objectiveness and convenience of Open Source Software Service Company evaluation. The
evaluation indexes which are composed of 21 indexes developed for
not only for performance of service level but also for considering
balanced service activity including Human Resource Development,
Environment management, Work process management and Customer
management. Every index responds have divided by 5(“A, B, C, D,
R”) levels as increasing order to evaluate objectively.
Also Lee et al. (2015) insisted that every evaluation has different
importance and needs weight to classify the difference between
indexes. So we invited 5 professionals from field, academy and developed index weight to distinguish the importance of every single
index using AHP method. Afterwards, we multiplied the service level
evaluation and evaluation weight and finalized the total scores as
shown in <Table 3>.
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<Table 1> Service Activity of Company A and B
Service Area
1. OSS SW package
development & supply

Service Domain

Service Activity

11. System & application
package development &
supply
21. OSS SW ICT consulting

2. OSS SW consulting

3 OSS SW system
integration

22. OSS SW business
consulting
23. OSS SW license
consulting
31. OSS SW system planning
32. Customized OSS SW
development
33. OSS SW DB
implementation
34. OSS SW base Network
H/W implementation

35. OSS SW system
integration

4. OSS SW outsourcing
5. OSS SW integrated
service
6. OSS SW education

111. System OSS SW package development & supply

Comp. A

Comp. B
OS

Comp. B
DBMS

○

112. Application OSS SW package development & supply
211.
212.
213.
214.
221.
222.
223.

OSS
OSS
OSS
OSS
OSS
OSS
OSS

SW
SW
SW
SW
SW
SW
SW

EA/ISP consulting
solution consulting
network, facility consulting
information security consulting
strategy consulting
organization analysis
innovation

231. OSS SW license verification
311. OSS SW project planning
321. Customized OSS SW analysis, design
322. Customized OSS SW development

○

331. OSS SW DB development, implementation
341. OSS SW base network H/W selection
342. OSS SW base network design
351. OSS SW system & appliaction package system
integration
352. Customized OSS SW system integration
353. OSS SW base system H/W integration
354. OSS SW base network system integration
355. OSS SW test

36. OSS SW technical support
361.
& maintenance
411.
41. OSS SW outsourcing
412.
413.
511.
51. OSS SW integrated
service
512.
61. OSS SW education
611.

OSS SW system improvement & maintenance
OSS
OSS
OSS
OSS
OSS
OSS

SW
SW
SW
SW
SW
SW

○

○

IT infra maintenance
System maintenance
base IT infra maintenance
integrated service
base new business service
education

<Table 2> OSS Technical Reference Model application
Service Area
1. Service Access and Delivery

2. Component Technology

3. Security

4. Interface and Integration

5. Platform and Infrastructure

11.
12.
13.
21.
22.
23.
24.
25.
31.
32.
33.
34.
35.
41.
42.
51.
52.
53.
54.
55.
56.

Technical Domain
Access Channel
Collaboration
Service Transport
Programming
Package
Data Management
Data Exchange
Data Presentation
Application Security
System/Network Security
Encryption/Decryption
Certification
Access Control
Interface
Integration
Database
Operating system
Service Delivery Server
System Management
Software Engineering
Infrastructure

Comp. A

Comp. B

○

○
○
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<Table 3> OSS company service level evaluation index and Calculated Scores
Group

Element

OSS SW
Leadership evaluation
OSS SW Leadership
& Strategy

OSS SW
business strategy
evaluation
OSS SW service
customer management

OSS SW service
information analysis

Item
01. OSS SW team organization
02. OSS SW contribution
03. OSS SW specialized strategy & strategy
development process
04. OSS SW strategy implementation
planning & performance evaluation
05. OSS SW service customer and market
analysis
06. Customer satisfaction improvement act
07. OSS SW service related information
gathering and analysis
08. OSS SW service performance analysis
09. OSS SW Human resouce management
system

OSS SW company
service evaluation

OSS SW Human
resource management

10. OSS SW education support
11. OSS SW project participation
institutioanl support
12. OSS SW service(product development,
service) process standard
13. Product/service quality assurance system

OSS SW product,
process management

14. OSS SW service process improvement
period and performance evaluation
15. OSS SW product and service related
support process
16. OSS SW business partner company, staff
size and management process
17. OSS SW service customer satisfaction
performance
18. OSS SW sales volume and performance

OSS SW company
performance
evaluation

OSS SW business
performance

19. OSS SW manpower size and
maintenance
20. OSS SW service related partner
company size and performance
21. OSS SW product adoption success case
and other performance

Total

Comp. A
Service
Service
111.
361.
B
C
(57.80)
(38.53)
A
A
(57.79)
(57.79)
B
B
(46.82)
(46.82)
A
A
(62.43)
(62.43)
B
B
(45.00)
(45.00)
A
B
(48.00)
(36.00)
A
B
(42.41)
(31.81)
B
B
(35.78)
(35.78)
B
B
(28.54)
(28.54)
B
B
(35.42)
(35.42)
B
B
(20.09)
(20.09)
B
B
(19.19)
(19.19)
B
B
(14.36)
(14.36)
B
B
(13.34)
(13.34)
B
B
(17.03)
(17.03)
B
C
(13.53)
(9.02)
B
B
(61.30)
(61.30)
B
B
(53.00)
(53.00)
B
B
(46.73)
(46.73)
B
C
(42.11)
(28.07)
B
C
(41.99)
(27.99)
802.64
728.24

Comp.
Service
342.
C
(38.53)
C
(28.90)
B
(46.82)
C
(31.22)
C
(30.00)
R
(0.00)
C
(21.21)
R
(0.00)
C
(19.03)
A
(47.23)
C
(13.40)
A
(25.58)
A
(19.15)
B
(13.34)
C
(11.36)
C
(9.02)
R
(0.00)
C
(35.33)
D
(15.58)
C
(28.07)
C
(27.99)
461.73

B
Service
322.
C
(38.53)
D
(14.45)
D
(15.61)
C
(31.22)
D
(15.00)
D
(12.00)
C
(21.21)
R
(0.00)
C
(19.03)
A
(47.23)
C
(13.40)
C
(12.79)
R
(0.00)
D
(4.45)
C
(11.36)
D
(4.51)
R
(0.00)
D
(17.67)
D
(15.58)
D
(14.04)
R
(0.00)
308.03

<Table 4> Final Service Level of each Company
Service Level

Very High
High
Normal

Low
Very Low

Total Level

Score Range

AAA

901~1000

AA

801~900

A

701~800

BBB

601~700

BB

501~600

B

401~500

CCC

301~400

CC
C
D

201~300
101~200
1~100

Company A
Service 111.

Company B

Service 361.

Service 342.

Service 322.

○
○

○
○
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The sum of service level indexes are calculated for four types of
services activity areas for A and B companies, and proposed ratings
and the rating service status of each service level as <Table 4>.
A assessment for open source software operating system services,
the "System Open Source Software package development & supply"
Service Activity area of the company A was derived by "AA" rating
to 802.64 points and "Open Source Software system improvement &
maintenance" level of assessment for a service activity area has been
derived as an "A" rating to 728.24 points. For company B "OSS SW
base network design" service-level assessment of the activity area was
the result of a "B" rating to 461.73 points and Database management
system (DBMS) "Customized Open Source Software development"
service level evaluation was drawn to the "CCC" rating to 308.03
points.

mon service activities we made evaluation standards for measuring
qualitative level. The result of this study showed that evaluating model provided objective evaluation result by various consumer’s view
point. Application of BSEM, the public service by software services
company type, is divided into the public domain by type showed the
level of public service enterprises are evaluating software services,
particularly the consumer could easily search for the service level for
the part of interest. Finally Open Source Software Services activities,
regardless of the type and level of evaluation services company,
BSEM was found to be widely applicable.
In conclusion, this study provides evaluation model which can be
evaluated for customer and service provider, so open source software
service company can set up self check service levels, based on this
they can look for ways to provide a better services to customers.

4. Result and Conclusion

References

In order to develop Open source software service level evaluation
model, minimum quality of service elements should be standardized.
Lee et al. (2015) evaluated BSEM model for deriving common service activities of open source software companies and based on com-

Lee, S. C., Park, H. S., and Suh, E. K. (2015). BehaviorStructure-Evolution Evaluation Model(BSEM) for Open Source
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A Study on Reconstruction of Seongnam Jungang Market(Public Market)
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1

Abstract
The public market had problems of society, economy and environment: At rural areas, population decreased and residents' income made
change to let users of the market make change of consumption patterns to lose market functions. SSM did business to let the market
lose functions and roles, and the market had difficulties at closure according to principle of economy to help neighboring farmers and/or
fishermen and aged customers at rural areas. The market had difficulties at modernization of facilities and management because of dual
system of ownership and control. Local government had ownership of
the market, while association of the merchants managed the market.
The association could not manage the market properly to have great
difficulties at development of the market. Gun government that suffered from lack of finance invested temporarily from time to time every year not to take effective and fundamental actions. Periodical
market should be controlled to be market registered according to legal
classification. Not only unregistered market but also admitted market
was opened at absence of market manager, so that re-registration was
needed to keep market in order in the future.
Keywords: Reconstruction, Seongnam Jungang Market, Public Market.

1. Introduction
1.1. Background of the Study
In the past, the traditional market had played an important role at
people's consumption lives: The traditional market had lost competitiveness very much at making appearance of modern distribution
systems such as department store, shopping center, supermarket, and
changes of consumers' buying patterns, large businesses' entry into
distribution business, expansion of large-scaled discount stores and
new types of distribution businesses, and total opening of distribution

* First Author, President of Seongnam Jungang Market(Public Market),
Korea.
** Professor, Department of logistics, Daejeon University, Korea.
*** Professor, Department of logistics, Daejeon University, Korea.
**** Corresponding Author, Professor, Department of logistics, Daejeon
University, Korea. Tel: +82-42-280-2051. E-mail: gpkim@dju.kr

market. Super center, SSM and other new type of distribution business were expanded, and distribution market was totally opened to
complete very much in markets.
The traditional market has stagnated to jeopardize survival of the
merchants and to prevent community from being developed and to
give residents inconvenience and to prevent all of distribution industries from being developed in balanced way.
In Seongnam Jungang Market, small merchants closed business at
poor competition to have risk of large scaled accident because of old
and obsolete market facilities: So, the market is demanded to modernize facilities and to have parking lot and other basic facilities and
convenience facilities and to develop market functions by reconstruction of public markets.

1.2. Purposes
The purpose of the study was to investigate state and problems of
Seongnam Jungang Market that lost competitiveness under rapidly
changing logistics environment, and to give market redevelopment
model, project validity and operation management plan considering
commercial area and location of the market. The public market at
the community that has tradition and culture of the residents provides
small merchants with employment chance and to let residents buy
daily necessities. The market allows farmers to sell agriculture products by themselves and to increase income. Most of public markets
that open every five days help residents meet each other to exchange
information. Most of public markets have been placed at local towns
and rural areas to lose distribution functions remarkably at less population and quick aging.
In fact, the public market that has lost its functions helped community economy as well as residents' convenience greatly: So, some
of public markets needed to be given systematic support.
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2. Contents
2.1. Concepts and Cases of the Traditional Market Development
○ Concepts of the Traditional Market
Section

Contents

▪ Regular market in accordance with Special Law on
Development of the Traditional Market and Shopping
Legal
Center
concept
▪ Old and obsolete building requires repairing, redevelopment,
reconstruction and/or modern business administration.
▪ Permanently established market and/or regular market
including market unregistered;
Common
▪ Market that is compared with department store, large-scaled
concept
discount store and shopping center and other modern
distribution business

▪ Aggregate building
First, buildings applied by the Act on Ownership and Control of
Aggregate Buildings;
Second, one building in appearance that has been divided internally;
Third, owner of building divided in structure has ownership.
▪ Shopping center building
Building that has accommodated sales and/or business facilities and
residential neighborhood facility
▪ Mix-use building
Building that has accommodated sales and/or business facilities,
apartments, neighborhood living facilities and business facilities.
○ Enforcement Procedures

2.2. Traditional Market Development
Section
Market
environment
improvement

Market
redevelopment
and
reconstruction

Management
modernization

Contents
▪ Market building remodeling (remodeling and
repairing)
▪ Market pungmul and theme street construction
▪ Parking lot, toilet, arcade, junction road and other
basic facilities
▪ Redevelopment and/or reconstruction in the market
redevelopment area and/or reconstruction area that
Administrator of Small Business Administration has
nominated;
▪ Market redevelopment
- Remove market that consists of not aggregate
building but building to build newly;
▪ Market reconstruction
- Remove market with aggregate buildings to build
newly.
▪ Inherent brand development to improve images of
conventional market
▪ Support research service to satisfy market conditions
such as special shop and/or recovery of traditional
shop

2.3. Laws on Traditional Market Development
◉ Special law on development of traditional market and/or shopping center;
◉ Act on urban and living environment development;
◉ Act on control of shared properties and articles
○ Terminologies
▪ Conventional market
First, wholesalers, retailers and service businesses regularly and/or
permanently gather at many shops in buildings and/or underpass in
specific areas to sell product and to give services;
Second, modern distribution function is weak;
Third, old and obsolete buildings require repairing, redevelopment
and reconstruction.

○ Cancellation of Selection of Project Area
The selection of project area shall be invalid and ineffective when
approval of project enforcement of market redevelopment, approval of
market reconstruction plan and/or construction permit are not applied
not later than 3 years.
○ Conditions of market redevelopment and reconstruction agreement
First, agreement of land owners of more than 60% of the land;
Second, agreement of more than 60% of owners of the land and
the buildings
○ Floor Area Ratio
Common residential area and quasi residential area: 500% ~ 700%
or less

2.4. 「Special Law on Development of Traditional Market
and Shopping Street」
○ Purposes of the Enactment
The purpose of the enactment is to supplement problems of existing legal system and to prevent large-scaled distributor from opening
shop, and to complete support system of reconstruction and/or redevelopment of the conventional market.

2.5. Modern mart type of public market of Jungang Market
A) Permanent mart type of public market
① Analysis upon location and business area has shown that permanent mart type of public market has benefit and
competitiveness.
② The community residents may support distribution to produce
welfare.
③ Opening of core shop is much likely to develop public market.
B) Development strategy of permanent mart type of public market
First, permanent mart type of public market shall be developed
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from point of view of market administration to strengthen merchants'
organization capacity that is not current organization of cooperative of
shop keepers and/or association of the merchants, or to let supermarket owners having specific scale or more join, or to establish
public organization that manages permanent mart.
Second, the market has distribution economy to let residents buy
products by one stop and to be given convenience services and to
feel comfortable by using convenience facilities.
Third, the market needs to investigate development strategy from
point of view of products and M/D, regional trading area, and M/D
configuration and competitiveness of competing shops to develop
products with capacity and to keep competitiveness and to make
product configuration strategy and plan.
Fourth, strategy of marketing and things to see are needed.
Fifth, development strategy from point of view of customer control
and added service development, community information exchange,
community space, and human relations based on life culture shall
keep mutual relations to raise loyalty in favor of the market.

change to let users of the market make change of consumption patterns to lose market functions. SSM did business to let the market
lose functions and roles, and the market had difficulties at closure according to principle of economy to help neighboring farmers and/or
fishermen and aged customers at rural areas.
The market had difficulties at modernization of facilities and management because of dual system of ownership and control. Local government had ownership of the market, while association of the merchants managed the market. The association could not manage the
market properly to have great difficulties at development of the
market.
Gun government that suffered from lack of finance invested temporarily from time to time every year not to take effective and fundamental actions. Periodical market should be controlled to be market
registered according to legal classification. Not only unregistered market but also admitted market was opened at absence of market manager, so that re-registration was needed to keep market in order in
the future.

3. Situation and Problems of Public Market
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A Study on the Determinants of Perceived Satisfaction of Strategic Alliances :
focused on the moderating effects of alliance type
Seung-Nyun Choi*

1

2. Theoretical background

Abstract
This study analyzes 95 strategic alliances from 2009 to 2014 to
identify the positive relations of relationship capital, such as trust,
control, commitment, and conflict, and the perceived alliance satisfaction of managers. It is based on the behavioral perspective which
has been one of the main streams in understanding the outcomes of
inter-firm cooperations, and the results also support previous arguments in this field. Additionally this study focuses on the interaction
effects of alliance type-equity alliances and non-equity agreementsand two relational assets, trust and control, to alliance outcome,
which has not been the main issue of related studies.
Keywords: Trust, Control, Commitment, Conflict, Alliance Type.

1. Introduction
Given functional specialization and a lack of resources, firms are
entering into strategic alliances with other organizations to reduce environmental uncertainty and to exchange resources for mutual benefit(Ramaseshan and Loo, 1998). Managers in the firms participating
alliances work diligently and conscientiously on the ‘hard’ functional(e.g., the legal, financial, operational) side of strategic alliance
management and planning(Cullen et al., 2000). However, the ‘soft’
side of management, relationship capital in the alliance, is still important to make the alliance successful(Cullen et al., 2000).
In this sense, a great deal of studies on this topic have been conducted and various forms of behavioral characteristics such as trust,
commitment, control, conflict, power imbalance, communication behavior, and prior experiences have been considered as the factors affecting the performance of inter-firm cooperation.
This study, basically, focus on this issue, but extend the scope to
the type of alliances and their moderating effects on alliance
outcomes. As Das and Teng(1998) argued, different types of alliance
require different levels of confidence, and trust and control are two
main sources of it. So, I suggest that alliance type will intensify the
relationship between the sources of confidence-trust and control-and
alliance outcomes-perceived satisfaction.
* Assistant Professor, Dept. of Business Administration, Sahmyook
University, Korea. E-mail: csn0505@nate.com

2.1. The meaning and type of strategic alliance
Strategic alliances are inter-firm cooperative agreements between
firms aimed at achieving the strategic objectives of the partners(Das
and Teng, 1998). Yoshino and Rangan(1995) suggested three characteristics that strategic alliances hold. First, two or more organizations
must work jointly, maintaining their independent identities. Second,
firms participating the cooperation must share the benefits of alliances
and control the tasks and outputs of partners. Third, firms must contribute to one or more strategic activities like R&D, production, and
marketing. There exist a number of terms indicating strategic alliances
such as partnership, networks, joint ventures or JVs, linkages, coalitions, collaborations, and cooperations, which strongly implicates strategic alliances covers a wide-ranging activities between firms(Buckley
and Casson, 1988).
They are located in the middle range of continuous line whose extreme is factor market transaction and integration. In this continuum,
several types of alliance are existing; non-equity partnerships, minor
equity arrangements and joint ventures. Also, since cooperative relationships occur at various points in a firm’s value chain, they can be
sorted as manufacture alliance, purchasing alliance, technological alliance, and marketing alliance.

2.2. Social context – behavioral perspective
Traditional theories related to strategic alliances have mainly focused on economic side and deal with the factors affecting alliance
formation, processes and outputs. Inter-firm cooperation, however,
bears more complex mechanism which cannot be fully explained by
those conventional views. In recent years there has been a growing
interest in understanding the influence of the social context in which
firms are embedded on their behavior and performance(Gulati, 1998).
So, this relational perspective is one of the alternatives which covers
the ‘soft side’ of management. It refers to the development and management of relationship capital in the alliances(Cullen et al., 2000). In
addition to making the investment of financial capital, firms have to
invest in relationship capital(Cullen et al., 2000). In this view, the interactive nature of firms has been main concern(Gulati, 1995; Ring
and Van de Ven, 1992), and each alliance has been considered in the
context of continuous relationship rather than regarded as a separate
exchange. So the behavioral characteristics-trust, commitment, control,
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conflict and conflict resolution mechanism, interdependence, power imbalance, managerial imbalance, communication behavior, compatibility,
prior experiences, similarity, and shared values are mostly considered
as alliance outputs determinants(Parkhe, 1993; Gulati, 1995; Levinthal
and Fichman, 1988; Ring and Van de Ven, 1992; George et al.,
2001; Young-Ybarra and Wiersema, 1999; Cullen et al., 2000).

3. Hypotheses
3.1. Trust and Commitment – the informal instruments
Two of the most important relational capitals for the successful alliances are trust and commitment(Townsend, 2003). Trust, the first
major component of relationship capital, is defined as the willingness
to rely on an alliance partner in whom one has confidence(Morgan
and Hunt, 1994). Can our alliance partner be trusted? Are they reliable and will they take care of the relationship and us? These questions capture the general essence of trust(Cullen et al., 2000). Trust is
a notion related to expectation and/or willingness. For firms to formulate the relationships and make them successful, a certain level of
trust is indispensable because in most inter-firm exchanges one cannot
monitor all behaviors of partner firm(Das and Teng, 1998). More
concretely, trust decreases transaction cost by restraining partner’s opportunistic behaviors(Gulati, 1995), induces desirable behaviors(Madhok, 1995), reduces the range of formal contracts(Larson,
1992), and promotes the resolution of disagreements and conflicts(Ring and Van de Ven, 1992).
Commitment is among the oldest and most studied variable in organizational theory(Morgan and Hunt, 1994). It decreases employee
turnover(Porter and Fuller, 1986), leads to higher motivation(Farrell
and Rusbult, 1981), and increases organizational citizenship behaviors(Ramaseshan and Loo, 1998). Commitment is the second major
component of social capital, and refers to a partner’s intention to
continue in a relationship(Cullen et al., 2000). So, firms involving inter-firm relationship concerns partner firm’s commitment by asking if
the partner have intention to stay in the relationship and give thorough effort for the relationship to succeed(Cullen et al., 2000). In a
strategic alliance, commitment plays great role for a success because,
just as an employee in a organization, a partner is an important component in a inter-firm arrangement(Ramaseshan and Loo, 1998). Also,
it functions as a counterbalance which protect the failure in alliances,
leading the relationship to endure and maximizing the fruits and satisfaction(Shamdasani and Sheth, 1995). Numbers of related studies including Shamdasani and Sheth(1995), Yoshino and Rangan(1995),
Ramaseshan and Loo(1998), and Cullen et al.(2000) analyze the positive relations between commitment and outcomes of alliances.
From the above discussions, I propose two hypotheses related to
trust and commitment.
Hypothesis 1. Trust in the alliance is positively related to the
firm’s perceived satisfaction of the alliance.
Hypothesis 2. Commitment in the alliance is positively related to

the firm’s perceived satisfaction of the alliance.

3.2. Control - the formal instruments
Control is considered as a regulatory process by which the elements of a system are made more predictable through the establishment of standards in the pursuit of some desired objective or
state(Leifer and Mills, 1996). In the context of strategic alliances, because firms participating the relationship have different interests each
other, it is indispensable for the success of alliance to coordinate
them by control mechanism(Eisenhardt, 1985). Especially, in the alliances, partners which are potential competitors in the future share
firms’ core resources such as technology and managerial knowhow,
which will possibly lead to opportunistic behaviors of partner
firms(Cullen et al., 2000; Das and Teng, 1998). So proper control
mechanism is one of the fundamental considerations in strategic alliances(Geringer and Hebert, 1989). Firms may use control mechanisms
to either routinize their activities or to promote nonroutine activities,
such as learning(Sitkin et al., 1994). According to the above discussions, control mechanisms are expected to have positive relations
with alliance satisfaction by reducing the opportunistic behaviors of
partners.
Hypothesis 3. Control in the alliance is positively related to the
firm’s perceived satisfaction of the alliance.

3.3. Conflict
Conflict often exists in inter-firm relationships since firms in a
strategic alliances are linked in order to manage more uncertain environment(Mohr and Spekman, 1994). Conflict affects the alliance outcomes and is related to power imbalance and/or managerial
imbalance. Whatever the sources of conflicts may be, managers have
to handle them effectively, otherwise they aggravate the imbalances,
which ultimately may leads to a failure(Mohr and Spekman, 1994).
There are functional conflicts, however, which can be solved peacefully and smoothly, and effective conflict resolution may affect positively to the success of relationship(Ruekert and Walker, 1987).
Therefore, it is important not only manage functional conflict effectively, but distinguish functional conflicts and dysfunctional conflicts
properly. In a number of literatures, it is proved that dysfunctional
conflicts effect negatively to alliances outcomes(Morgan and Hunt,
1994; Gaski, 1984; Bucklin and Sengupta, 1993; Ramaseshan and
Loo, 1998).
Hypothesis 4. Conflict in the alliance is negatively related to the
firm’s perceived satisfaction of the alliance.

3.4. Moderating effects by alliance type
There exist variegated types of alliance and this difference must be
considered in analyzing the performance of interorganizational cooperation(Oliver, 1990; Stafford, 1994). This study focus on the differences between equity alliances and non-equity alliances. A number of

Seung-Nyun Choi / EIGHTH INTERNATIONAL CONFERENCE 69-72

researches (e.g. Das and Teng, 1998; Osborn and Baughn, 1990) have
dealt with this issue. Among them, Das and Teng(1998) identified alliance types as joint ventures(JVs), minority equity alliances, and nontraditional contracts(or non-equity alliances). They suggested that various types of alliances require different levels of confidence in
alliances. Confidence in partner cooperation is referred to a firm’s
perceived certainty about satisfactory partner cooperation, and trust
and control are two main sources of confidence(Das and Teng, 1998).
In the study, Das and Teng(1998) argued why different types require different level of confidence. First, equity alliances such as JVs
require more alliance-specific investments than non-equity alliances(Joskow, 1987). So, high level of confidence may reduce the
worries about performance and outcomes.
Second, the level of embeddedness varies across alliance
type(Osborn and Baughn, 1990). Embeddedness is defined as the degree of mutual dependence and connectedness among firms
(Granovetter, 1985). Because strategic alliances raise the level of inter-firm embeddedness(Provan, 1993), inter-firm embeddedness acts as
exit barriers and it is clear that JVs invite a high level of
embeddedness.
Third, potential harm from partner’s opportunistic behavior also
differs from one type to another(Das and Teng, 1998). Since, in
many cases, firm’s technology, knowledge, knowhow and especially
tacit knowledge transfer to partner firm, firms are exposed to the risk
of losing competitive advantage. JVs are potentially the most susceptible to the unintended transfer, because partners work closely in a
single organization(Hennart and Reddy, 1997). Since the main sources
of confidence are trust and control, it seems to be reasonable to present that high level of confidence means high level of trust and
control.
According to the above discussion, I argue the alliance types will
have interaction effects with trust and control to the alliance outcomes or perceived alliance satisfaction.
Hypothesis 5. Alliance type will intensify the relationship between
the sources of confidence and perceived alliance
satisfaction.
5-1. Alliance type will intensify the relationship between trust and
perceived alliance satisfaction.
5-2. Alliance type will intensify the relationship between control
and perceived alliance satisfaction.

3.5. Control variables
In this study, I set the size of focal firm, alliance duration, and
the complementarity of partner firm as control variables.

71

3.6. Conceptual framework

<Figure 1> Conceptual framework

4. Data, measurement
4.1. Data
For the regression analysis, I gathered 95 alliance cases from firms
in Korea, ranging from international JVs to non-equity alliances such
as co-marketing alliances, joint R&D, and joint production from 2009
to 2014.
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A Study on Perceived Risk According to Product type and Price discount type:
Focus on Korea and Thailand Consumer
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Abstract
The purpose of this paper is to verify that the differences and interaction effects on perceived risk (financial risk, performance risk)
between consumer type(Korea and Thailand), product type(utilitarian
and hedonic) and price discount type(50%off and bundle). This paper
is set up 12 research subjects. Data collection was carried out in
Korea and Thailand. Data consist of Korea consumers 154(51%) and
Thailand consumers 147(49%). Collection of Data was carried out
from 15 January 2015 to 14 March 2015. Independent variable for
this study, Consumer type consists of Korea consumers and Thailand
consumers. price discount type consists of price discount(50%) and 1
+ 1(bundle), product type consists of utilitarian product(chicken) and
hedonic product(perfume). The dependent variable is perceived financial risk and perceived performance risk. Each questions is measured
as a Likert-type five-point scale. According to consumer type, product
type and price discount type findings regarding difference of the perceived financial risk, Thailand consumers in price discount type is
confirmed to be larger than Korea consumers , in product type, utilitarian product is greater than the hedonic product, bundle product
than the 50% off product was found to have a greater than perceived
financial risk.
Korea consumers were found to perceived financial risks in accordance with product type is not large there is a difference, according to
consumer type and price discount type was found to be greater 1 +
1 bundle product than 50% off products both Korea and Thailand
consumers. This difference was also confirmed that Korea consumers
are bigger than Thailand consumers, Next, perceived performance risk
in accordance with consumer type, product type, price discount type
is found to be larger than Thailand consumers to the price discount
type Korea consumers. product type according to consumer type of
interaction effects did not appear in perceived performance risk. The
difference in perceived performance risk by product type and price
discounts of Korea consumers and Thailand consumers are meaningful
to the point. Therefore, these results are from the marketing strategies
of global corporations is a case of price discount strategies in practical aspects suggests that the regional differentiation strategy is more
effective than standardized strategy. These results will hopefully be
* Dept. of Advertising & Public Relations & Journalism, Mokwon
university, Korea. eunhee0103@mokwon.ac.kr
** Division of Advertising & Marketing, Baekseok Culture University,
Korea, E-mail: hasarang@bscu.ac.kr

used valuably in the future by Korea companies that wish to enter
the Thailand consumer market.
Keywords: Perceived Financial Risk, Perceived Performance Risk,
Consumer Type, Product Type, Price Discount Type.

1. introduction
Bundle(1+1) and price(50%) discount are the sales that are created
and controlled by retailers. In addition to changing economic and social environmental conditions, diversifying consumer attitudes and behaviors, nationally and internationally increased competition among
retailers.
The purpose of this paper is to verify that the differences and interaction effects on perceived risk (financial risk, performance risk)
between Korea and Thailand consumers, utilitarian and hedonic product, and 50% off products and 1+1 bundle product.
In Korea, bundle and discounts sales could be generalized and diversified with the growth of the discount markets. Therefore, traditional markets and convenience stores are make up the majority of
retailers In Thailand. Discount stores of Korea will be entry of discount stores of Thailand, be utilized as useful information on marketing strategies for consumer market.

2. Theoretical Background
2.1. Perceived Risk
Perceived risk can be explained as consumers’ doubt on the results
of their buying decisions. The degree of consumers’ risk perception is
one of the important factors influencing buying decision(Schiffman &
Kanuk, 2010). The recognized types of perceived risks are financial
risk, social risk, physical risk, functional risk (performance risk), psychological risk(Beneke et al, 2012). But this study, try to verify perceived financial risk and perceived Performance (functional) risk.

2.1.1. Perceived Financial Risk
The possibility of a monetary loss from a poor purchase choice or
losing money by purchasing an inadequate product. Financial risk also
includes the risk that the product’s quality does not match its price
or that it is overpriced and available at a cheaper price elsewhere.
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Also, it is expected that the more expensive a product is, the bigger
financial risk is.

2.1.2. Perceived Performance Risk (Functional Risk)
The uncertainty that the outcome of a product purchase will not
meet consumer expectations. Performance Risk is also expressed as a
functional risk as it demonstrates the consumer’s fear that a product
will not perform to its promised abilities. The risk related to failure
by product to meet expected performance. The doubt by consumer on
benefit from a product causes a risk perceived by consumer. If a
product is purchased for the first time, there is no information about
the product, or use of the product requires expertise, functional risk
is expected to increase.
As this reference, this paper set up the following research subjects.
Research subject 1. According to consumer type, product type and
discount type, is there difference in perceived
financial risk?
Research subject 1-1. According to consumer type is there a difference in the perceived financial risk?
Research subject 1-2. According to product type is there a difference in the perceived financial risk?
Research subject 1-3. According to price discount type is there a
difference in the perceived financial risk?
Research subject 1-4. According to consumer type and product
type is there a interaction effect in the perceived financial risk?
Research subject 1-5. According to consumer type and price discount type is there a interaction effect in the
perceived financial risk?
Research subject 1-6. According to product type and price discount
type is there a interaction effect in the perceived financial risk?
Research subject 2. According to consumer type, product type and
price discount type is there a difference in
perceived performance risk?
Research subjet 2-1. According to consumer type is there a difference in perceived performance risk?
Research subject 2-2. According to product type is there a difference in perceived performance risk?
Research subject 2-3. According to price discount type is there a
difference in perceived performance risk?
Research subject 2-4. Consumer type and product type is there a
interaction effect in perceived performance
risk?
Research subject 2-5 According to consumer type and price discount type is there a interaction effect in perceived performance risk?
Research subject 2-6. According to product type and price discount
type is there a interaction effect in perceived
performance risk?

3. Research Methodology
3.1. Collection of Data
This study is to verify whether there are differences in Korea and
Thailand consumers according to price discount type and product type
in perceived risk? To verify this, respondents have demographic characteristics as follow. First, respondents consist of Korea consumers
154(51%) and Thailand consumers 147(49%). Second, vocation of respondents, Korea consumers-housewives 40(26%), office workers
35(23%), university students 79(51%) are composed. Thailand consumers are composed of housewives 31(21%), office workers
50(34%), university students 67(45%). Research for this study was
carried out by 15 January to 14 March 2015.

3.2. Measurement Tools
3.2.1. Independent variable
Independent variable for this study was largely consists of three.
First, consumer type consists of Korea consumers and Thailand
consumers. Second, As the main factors influencing the product purchase decisions price discount type consists of price discount(50%)
and tying the two products to sell as a product price 1 + 1(bundle).
Third, product type consists of two, highlighting the function and
benefits of the product is utilitarian product, and the pursuit of pleasure and emotional value through the senses of consumers hedonic
product. Hedonic product and utilitarian product was chosen by university students FGI conducted result. Hedonic product is perfume
and utilitarian product is chicken

3.2.2. Dependent Variable
The dependent variable for this study is perceived financial risk
and perceived performance risk. Perceived financial risk is caused by
a problem with the purchased product or service would result in a
risk of financial loss to the consumer perception. In this study, in order to measure this, Mitchell & Greatorex (1989), Spawton (1991)
used in the study, are arrangement according to this study, which was
measured by the three questions. Perceived performance risk is a
problem in the products purchased by consumers is a danger that
would cause a defective perception of the quality or functionality.
Each questions for measuring the perceived financial risk and performance risk is measured as 5 Strongly agree Not at one point or
points in a Likert-type five-point scale..

4. Results
4.1. Consumer type, Product type and Price discount type in
accordance with perceived financial risk
To verify difference of perceived financial risk according to
Consumer type, product type and price discount, variance analysis is
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<Table 1> Mean and Standard deviation of perceived financial risk in accordance with Consumer type, Product type and Price discount type
50% off product

1+1bundle product

Korea consumers

utilitarian product
M(SD)
2.40(.61)

hedonic product
M(SD)
2.35(.63)

utilitarian product
M(SD)
2.48(.68)

hedonic product
M(SD)
2.67(.61)

Thailand consumers

2.05(.59)

3.21(.73)

3.29(.66)

3.21(.73)

<Table 2> ANOVA of perceived financial risk in accordance with consumer type, product type and price discount type
Source

3th type mean scare total

Degree of freedom

Mean Scare

F

consumer type

17.898

1

17.898

40.207

P-value
.000

product type

7.968

1

7.968

17.900

.000

price discount type

13.769

1

13.769

30.931

.000

consumer type* product type

5.033

1

5.033

11.307

.001

consumer type* price discount type

4.035

1

4.035

9.064

.003

product type*price discount type

3.890

1

3.890

8.738

.003

consumer type* product type*price
discount type

9.046

1

9.046

20.323

.000

Error

130.870

294

.445

Total

2423.667

302

carried out. In other words, consumer type are Korea consumers and
Thailand consumers, product types are utilitarian product and hedonic
product, discount Type is to sell as a 50% off and 1 + 1 bundle
sales of the product price in one price, the price discount is verified
that financial risks of the perceived risk, the main effects and interaction effects for consumers. Analysis Results are shown in <Table
1> and <Table 2>

4.1.1. Perceived financial risk in accordance with consumer type
To verify at the differences in perceived financial risk in accordance with consumer type, Korea consumers and Thailand consumers,
the results are shown in <Table 1>, <Table 2>.
Perceived financial risk is Korea consumers(M=2.48, SD=.64) higher than Thailand consumers(M=2.96, SD=.87). Thus, the main effect
is verified.

4.1.4. Perceived financial risk in accordance with consumer type
and product type
Consumer type are Korea consumers and Thailand consumers,
product type are utilitarian product and hedonic product, type of
product was confirmed that there is a difference perceived financial
risk in accordance with the hedonic product. The results are shown in
<Table 1>, <Table 2>. Korea consumers may have perceived financial
risk in accordance with the utilitarian product (M = 2.44, SD = .64)
and hedonic product (M = 2.52, SD = .64) was found to have no
significant difference. However, Thailand consumers were found when
the hedonic product (M = 3.26, SD = .77), than the utilitarian product (M = 2.67, SD = .88) perceived financial risk is greater(Figure
1). Therefore, according to consumer type and the product type perceived financial risk was found that the interaction effect.

4.1.2. Perceived financial risk in accordance with product type
The perceived financial risk by product type was verified that
difference. The results are shown in <Table 1>, <Table 2>. Perceived
financial risk by product type is hedonic product(M=2.87, SD=.79)
higher than utilitarian product(M=2.56, SD=.76). Thus, Perceived financial risk in accordance with product type was verified the main
effect.

4.1.3. Perceived financial risk in accordance with price discount
type
The perceived financial risk by price discount type was verified
that difference. The results are shown in <Table 1>, <Table 2>.
Specifically, look at a 50% off products (M = 2.56, SD = .76) than
the 1 + 1 bundle of products (M = 2.93, SD = .77) showed that the
perceived financial risk is higher

<Figure 1> Interaction effect of Perceived financial risk in accordance with
consumer type and product type
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<Table 1>, <Table 2>. Utilitarian product, 1+1 bundle product(M=2.90, SD=.78)is more than 50% off products (M = 2.23, SD =
.62) perceived financial risk was found to be greater in. Also, in the
hedonic product, 1 + 1 bundle product (M = 2.96, SD = .77) perceived financial risk more than 50% off products (M = 2.77, SD =
.80) are found to be a difference, is not greater (Figure 3). In this
result, perceived financial risk in accordance with product type and
discount type was found that there are interaction effects.

4.1.5. Perceived financial risk t in accordance with consumer type
and price discount type
Korea consumers and Thailand consumers, Verify that there is a
difference perceived financial risk in accordance with the 50% off
products and 1 + 1 bundle product. The results are shown in <Table
1>,<Table 2>. Korea consumers are perceived financial risks associated with a 50% off products (M = 2.38, SD = .62), and 1 + 1
bundle product (M = 2.59, SD = .64) is found to have no significant
difference. However, Thailand consumers are the 1 + 1 bundle product (M = 3.29, SD = .74) than 50% off products (M = 2.63, SD =
.88)perceived financial risk is found in the large(Figure 2). Therefore,
consumer type and product discounts according to the type of perceived financial risk was found that there are interaction effects.

50% off product

<Figure 3> Interaction effects of Perceived financial risk in accordance
with product typeand price discount type
50% off
product

4.2. Perceived performance risk in accordance with consumer
type, product type and price discount type

<Figure 2> Interaction effect of perceived financial risk in accordance with
consumer type and price discount type

To verify at the differences in perceived financial risk in accordance with consumer type, product type and price discount type, analysis of variance is performed. Hedonic product and price discount
type has confirmed that the perceived risk, the main effects and interaction effects of the 50% off products and 1 + 1 bundle product.
The results are shown in <Table 3>, <Table 4>.

4.1.6. Perceived financial risk in accordance with product type and
price discount type
Hedonic product and a utilitarian product, and it is verified that
the difference in perceived financial risk in accordance with the 50%
off products and 1 + 1 bundle product. The results are shown in

<Table 3> Mean and Standard deviation of perceived performance risk in accordance with Consumer type, Product type and Price discount type
50% off products

Korea consumers
Thailand consumers

utilitarian product
M(SD)
3.38(.77)
3.27(.79)

1+1bundle product
utilitarian product
hedonic product
M(SD)
M(SD)
3.28(.72)
2.73(.76)
3.60(.57)
3.22(.52)

hedonic product
M(SD)
2.61(.89)
3.31(.64)

<Table 4> ANOVA of perceived performance risk in accordance with consumer type, product type and price discount type
source
consumer type
product type
price discount type
consumer type*product type
Consumer type* price discount type
product type*price discount type
Consumer type* product type *price
discount type
Error
Total

3th type mean scare total
9.167
13.105
.378
4.441
.208
.183

Degree of freedom
1
1
1
1
1
1

Mean Scare
9.167
13.105
.378
4.441
.208
.183

F
17.730
25.345
.732
8.588
.402
.353

P-value
.000
.000
.393
.004
.527
.553

1.936

1

1.936

3.745

.054

152.014
3202.556

294
302

.517
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4.2.1. Perceived performance risk in accordance with consumer type
Perceived performance risk in accordance with Korea consumers
and Thailand consumers verified that there is a difference. The results
are shown in <Table 3>, <Table 4>. Referring to results, Korea consumers (M = 2.98, SD = .85) than Thailand consumers (M = 3.34,
SD = .65) was found to be perceived performance risk is greater.
Therefore, these results that appeared to have a significant difference
in perceived performance risk of the consumer type, it is verified that
the main effect.

4.2.2. Perceived performance risk in accordance with product type
Perceived performance risk in accordance with product type, utilitarian product and hedonic product verified that there is a difference.
The results are shown in <Table 3>, <Table 4>. Referring to results,
utilitarian product (M = 3.39, SD = .722) was found greater than the
hedonic product (M = 2.95, SD = .77) that perceived performance
risk. Thus, according to the product type, the perceived performance
risk is found that significant differences. The main effect is found in.

4.2.3. Perceived performance risk in accordance with price discount
type
Perceived performance risk in accordance with price discount type
verified that there is a difference. The results are shown in <Table
3>, <Table 4>. Referring to results, 50% off product (M = 3.14, SD
= .83) and 1 + 1 bundle product (M = 3.19, SD = .72) is found to
have no significant difference in perceived performance risk.
Therefore, perceived performance risk in accordance with price discount type does not appeared difference. The main effect is verified.

4.2.4. Perceived performance risk in accordance with consumer type
and product type

<Figure 4> Interaction effect of perceived performance risk in accordance
with consumer type and product type

Perceived performance risk in accordance with Korea consumers
and Thailand consumers, Utilitarian product and hedonic product verified that there is a difference. The results are shown in <Table 3>,
<Table 4>. Referring to results, Korea consumers are hedonic product
(M = 2.67, SD = .82) than the utilitarian product (M = 3.33, SD =

77

.74) in perceived performance risk is greater that verify is. Thailand
consumers also hedonic product (M = 3.26, SD = .58) than the utilitarian product (M = 3.44, SD = .70) was found in perceived performance risk is greater. In addition, both utilitarian product, hedonic
product Korea consumers have been found to be perceived performance risk is greater than in Thailand consumers(Figure 4).Therefore,
perceived performance risk according to the consumer type and product type appeared that there is a significant difference, it is verified
that the interaction effect.

4.2.5. Perceived performance risk in accordance with consumer type
and price discount type
Perceived performance risk in accordance with Korea consumers
and Thailand consumers,
50%off products and 1+1 bundle products
verified that there is difference. Analysis results are shown in <Table
3>, <Table 4>. Analysis results, significant differences of the consumer type and price discount type is not observed. Thus, it is verified
that the interaction effect between the variables does not appeared.

4.2.6. Perceived performance risk in accordance with product type
and price discount type
Hedonic product and utilitarian product, and Thailand consumers
according to 50%off products and 1 + 1 bundle products perceived
performance risk was sure that there is a difference. Analysis results
are shown in <Table 3>, <Table 4>. Analysis results, significant differences of the product type and price discount type is not verified.
Thus, it is verified that the interaction effect between the variables
does not appeared.

5. Conclusion
Recently, Thailand has predicted a virtuous circle economic effects
of public and private investment given the positive effect the investment is to increase consumption. The purpose of this study is to investigate the perception of the price of the Korea consumers and
Thailand consumers in order to build a marketing strategy for the
Thai market and the growth of major production companies and distributors in Korea. For this purpose, consumer types are Korea consumers and Thailand consumers, product types are utilitarian product
and hedonic product, price discount type are 50%off products and 1
+ 1 bundle products tried to verify the perceived financial risk and
perceived performance risk. According to consumer type, product type
and price discount type findings regarding difference of the perceived
financial risk are as follows:
First, Thailand consumers are monetary damages would be a more
general products when purchasing 50% off products and 1 + 1 bundle product, delivery, exchange, return would result in additional
costs, perceived financial risk is confirmed to be larger than Korea
consumers.
Second, Thailand consumers purchase a 50% off products and 1 +
1 bundle products are utilitarian product features and emphasizes the
benefits of the product was found to perceived financial risk it is
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greater than the hedonic product to seek pleasure and emotional value
through the senses of consumers.
Third, bundle product than the 50% off product was found to
have a greater than perceived financial risk.
Fourth, Korea consumers were found to perceived financial risks in
accordance with product type is not large there is a difference.
However, Thailand consumers when purchasing a hedonic product is
found to recognize the monetary damages. They think that product is
more expensive, when the return and cancellation citing the additional
costs Fifth, perceived financial risk according to consumer type and
price discount type was found to be greater 1 + 1 bundle product
than 50% off products both Korea and Thailand consumers. This difference was also confirmed that Korea consumers are bigger than
Thailand consumers.
Sixth, utilitarian products and hedonic products was confirmed that
all of the perceived financial risk from the bundle product is larger
than 50% off. These results are expected to be the basis for a case
of Korea company that is meaningful to the pricing strategy for the
product it sells to Thailand consumers.
Next, perceived performance risk in accordance with consumer
type, product type, price discount type is the results. First, the perceived performance risk was found to be larger than Thailand consumers to the price discount type Korea consumers. Second, the perceived performance risk of discount type was found to be larger than
the product type. Third, product type according to consumer type of
interaction effects did not appear in perceived performance risk. These
results were confirmed in the price discount type according to the
consumer type interaction effects do not appear. The results found in
this study confirm the difference in perceived performance risk by
product type and price discounts of Korea consumers and Thailand
consumers are meaningful to the point. Therefore, these results are
from the marketing strategies of global corporations is a case of price
discount strategies in practical aspects suggests that the regional differentiation strategy is more effective than standardized strategy.
Limitations and suggestions made in the paper are as follows.
First, this study has the limitation that it does not take into account
the difference in the perceived financial risk and perceived performance risk based on the individual's psychological characteristics when
purchasing the product. Second, according to the distributor selling
the products perceived financial risk and perceived performance risk
that there may be different on 50% off products and 1 + 1 bundle

product, it did not consider of the study has a limitation. Later, distributors to sell the product, taking into account the psychological
characteristics of consumers purchasing such products, consumer type,
product type, price discount type a case of proposal is done extensive
research on the perceived risk.
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Effects of type of customers of culture center attached to hyper market upon use of
hyper market: Focused on Mediating Effect of Shopping Values
Mi-Song Kim*, Sang-Chul Kim**, Pan-Jin Kim***
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Abstract
The purpose of the study was to investigate whether culture center
helped increase hyper market profit and whether customer life styles
had influence upon use intention. The study investigated effects of
customers' life styles and shopping values upon hyper market use by
using models. The subject was 139 customers who made use of culture center at 'S' branch, Nonghyup Hanaro Club. A questionnaire
survey was done.
Keywords: Culture Center, Life Style, Hedonic Value, Practical Use
Value, User Intention.

1. Introduction
This study investigated effects of hyper market's culture center
upon profit-making to verify influence of culture center customers' life
styles upon hyper market use intention. The study examined relations
between customers' life styles and use intention by using models.

2. Theoretical Background
This study investigated life styles of culture center customers by
using LOV(list of Value). The LOV made use of individuals' roles of
nine values, for instance, self-respect, security, warm relationship with
others, sense of accomplishment, fulfillment, being well respected, fun
and excitement (Shin & Ahn, 2005). This study classified life styles
into two types, that is to say, pursuit of the self, and popular culture
(Ko and Park, 1992; Park and Jang, 2001) instead of naming of cluster after factor analysis. The pursuit of the self thinks much of his or
her own benefit regardless of other persons' viewpoints and/or assessment to sacrifice him or her for family and/or culture center
members. And, popular culture looks for economic life stability to
consume new products and sports and popular culture (Park and Jang,
2001).
* 1st Author, Nong Hyup, Korea. E-mail: qkek-sodma@hanmail.net
** 2nd Author, Yuhan University, Korea. E-mail: kimsc@yuhan.ac.kr
*** Corresponding Author, Chodang University, Korea. E-mail: pjkim@
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The value is said to be continuous belief on ideal behavior style
and/or goal of individuals and/or society (Rokeach, 1973).
Enterprises made efforts to give the best customer values to keep
competitive edge by customers' desire, keen competition and rapid
technical development (Park In-su, Park Seong-gyu, 2006; Butz and
Goodstein, 1996; Gale, 1994; Woodruff, 1997), and customers' values
were said to be customers' relative rating by consumers' quantitative,
qualitative, subjective and objective experience (Ahn & Lee, 2011).
The values at purchasing process shall decide upon consumers' overall
rating on use of products and/or services to have direct influence
upon behavioral intention in the purchase of products and/or in the
use of service (Hong & Na, 2008; Cronin et al., 2000). The consumer values have multi-dimension construction that reflects economic advantages and experience of the consumption (Mathwick et al., 2001)
and that has utilitarian use of problem solving of men's consumption
values and hedonic use looking for pleasure of shopping itself: Both
values have influence upon purchasing behavior (Holbrook and
Hirshmann, 1982; Oh, 2008). The consumers' value of shopping includes not only utilitarian value that thinks much of functional convenience of products and services, for instance, time saving, inexpensive prices and convenient facilities but also hedonic value looking
for symbolic and/or experience convenience at shopping (Bloch and
Richins, 1983).
The intention is said to be probability that an individual takes future actions planned by belief and attitude (Yun & Yun, 2013; Engel
et al., 1995), and the use intention that has motivation factors having
influence upon behavior to put behavior into practice (Yun, 2006).
Consumers' use intention has been affected by belief and/or attitude at
direct and/or indirect experience on goods and services, and by unexpected factors (Kwon, 2013; Ajzen and Fishbein, 1980; Kotler,
2000). The use intention can be classified into two, subjective area
according to customer's personal inclination, and behavioral area by
another person's recommendation (Lee, 2010).

3. Models and Hypotheses
In this study, LOV, scale of life style, is based on social adaptation theory that is the most abstract type of social cognition to let
men adapt to social environment. The culture center customers are
likely to have influence upon shopping values of hyper markets. The
ones with pursuit of the self do not pay attention to viewpoint and/or
comment of another person to think much of one's own profit to
have influence upon hedonic value and/or practical use value depend-
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ing upon help to oneself. The ones with popular culture look for stability of economic lives to consume popular culture such as new
products and/or sports based on economic stability and room so that
life style with economic stability may have influence upon not only
hedonic value but also practical use value.
Hypotheses were:
Hypothesis 1. Culture center customers' life styles have positive influence upon shopping values.
Hypothesis 1-1. The pursuit of the self has positive influence
upon hedonic value.
Hypothesis 1-2. The pursuit of the self has positive influence
upon practical use value.
Hypothesis 1-3. Popular culture type has positive influence upon
hedonic value.
Hypothesis 1-4. Popular culture type has positive influence upon
practical use value.
The culture center customers like to visit hyper market in accordance with consumer behavior that includes purchasing and consumption at exchange process: The consumer behavior is said to be
purchasing and consumption related activities at exchange process and
to be behavior of individuals who do purchasing and consumption,
and to include decision-making of behavior (Engel et al., 1993). So,
culture center customers' life styles are likely to have influence upon
use intention, practical use values and hedonic values. Hypotheses
were adopted based on precedent studies that variables such as service quality, service types and values have influence upon use intention (Bigne et al., 2001; Bowen, 2001; Chang and Wildt, 1994;
Kozak, 2001; Kozak and Rimmington, 2000; Oliver and Swan, 1989):
Hypothesis 2. The shopping value has positive influence upon use
intention of hyper market.
Hypothesis 2-1. Hedonic value has positive influence upon use
intention of hyper market.
Hypothesis 2-2. Practical use value has positive influence upon
use intention of hyper market.
Hypothesis 3. Shopping value mediates between life styles and use
intention of hyper market.
Hypothesis 3-1. Hedonic value mediates between pursuit of the
self and use intention.
Hypothesis 3-2. Practical use value mediates between pursuit of
the self and use intention.
Hypothesis 3-3. Hedonic value mediates between popular culture
type and use intention.
Hypothesis 3-4. Practical use value mediates between popular
culture type and use intention.

4. Methodologies

The subject was customers who made use of culture center at 'S'
branch, NH Hanaro Club. 135 copies of effective questionnaires were
used after excluding 16 copies with poor answers. The interviewees
had demographic characteristics: Gender was 122 women (90.4%) and
13 men (9.6%) that main customers were women, and ages were 7
persons (5.1%) younger than 50 years old, 22 persons (16.2%) of
50 to 55 years old, 29 persons (21.3%) of 56 to 60 years old, 33
persons (24.3%) of 61 to 65 years old, 21 persons (15.4%) of 66 to
70 years old, and 24 persons (17.6%) of 70 years old or higher. The
interviewees earned income: 11 persons (8.1% of less than million
KRW, 15 persons (11%) of 1 million to 2 million KRW, 34 persons
(25.0%) of 2 million to 3 million KRW, 30 persons (22.1%) of 3
million to 4 million KRW, and 46 persons (33.8%) of 4 million
KRW or higher.
8 questions of pursuit of the self, and 5 questions of popular culture that were 4-dimensional life styles based on LOV (list of value)
(Kahl, 1983) were used (Ko and Park, 1992; Park and Jang, 2001). 5
points scale was used. 9 questions of hedonic value and 7 questions
of practical use questions were used to inspect shopping values based
on study of Mathwich et al. (2001). 4 questions were used to investigate use intention based on study of Zeithaml et al. (1996): 7-points
Likert scale was used. Each variable was converted to be z-score and
to lessen difference of scale of the variables.

References
Abbey, James R. (1979). Dose life style profiling work?” Journal of
Travel Research, 12(1), 155-167.
Ahn, Gwang-ho, & Lee, Ha-neul (2011). Effects of shopping values
perceived upon attitude toward shops and emotional experience at shopping process, and loyalty to the shop. Journal of
marketing of Korea, 12(4), 137-164.
Ahn, Ju-a, & Shin, Myeong-hui (2005). Relations between Korean
college students groups' life styles and purchasing behavior. A
journal of advertising public relations in Korea, 7(1),
177-209.
Ajzen, Ieck, and Fishbein, Martin (1980). Understanding Attitudes and
Predicting Social Behavior. Prentice–Hall, New Jersey:
Englewood Cliffs.
Assael, Henry (1998). Consumer Behavior and Marketing Action (6th
ed.). Cincinnati: South-Western Publishing.
Bae, Eul-gyu (2005). An analysis upon school organization's organized
learning preparation: focused on middle school teachers.
Secondary education research, 53(2), 137-158.
Baron, Reuben M., & Kenny, David A. (1986). The
Moderator-Mediator
Variable
Distinction
in
Social
Psychological Research: Conceptual Strategic and Statistical
Considerations. Journal of Personality and Social Psychology,
51, 1173-1182.
Batra, Rajeev, and Ahtola, Olli T. (1991). Measuring the Hedonic and
Utilitarian Sources of Consumer Attitudes. Marketing Letters,
2(April), 159-170.
Bigne, J. Enrique, Sanchez, M. Isabel, and Sanchez, Javier (2001).

Mi-Song Kim, Sang-Chul Kim, Pan-Jin Kim / EIGHTH INTERNATIONAL CONFERENCE 79-82

Tourism Image, Evaluation Variables and After Purchase
Behavior: Interrelationship. Tourism Management, 22(6). 607–
616.
Bloch, Peter H., and Richins, Marsha L. (1983). Shopping without
Purchase: An Investigation of Consumer Browsing Behavior.
Advances in Consumer Research, 10, 389-393.
Bowen, David (2001). Antecedents of Consumer Satisfaction and
Dis-satisfaction(CS/D) on Long-Haul Inclusive Tours: A
Reality Check on Theoretical Considerations. Tourism
Management, 22(1). 49-61.
Butz, Howard E., and Goodstein, Leonard D, (1996). Measuring
Customer Value: Gaining the Strategic Advantage.
Organizational Dynamics, 24(Winter), 63-77.
Chang, Tung-Zong, and Wildt, Albert R. (1994). Price, Product,
Information and Purchase Intention: An Empirical Study.
Journal of Academy of Marketing Science. 22(1). 16-27.
Choi Won-ju (2004). Creative strategies of advertising depending
upon consumers life cycles: Focused on single's cognition on
life styles in the advertising. Advertising science research,
15(4), 185-205.
Cronin, Jr. J. Joseph, Brady, Michael K., and Hult, G. Tomas M.
(2000). Assessing the Effects of Quality, Value, and
Customer Satisfaction on Consumer Behavioral Intentions in
the Service Environments. Journal of Retailing, 76(2),
193-218.
Duncan, H. Dalzeil (1996). Symbols and Social Theory. New York:
Oxford University Press, 32-35.
Engel, James F., and Miniard, Paul W. (1993). Consumer Behavior.
Chicago, IL: Dryden Press.
Engel, James F., Blackwell, Roger D., and Kollat, David. T. (1983).
Consumer Behavior (4th ed.). New York: Molt, Rinehart and
Winston, 188.
Gale, Bradley T (1994). Managing Customer Value, Creating Quality
and Service That Customers Can See. New York; The Free
Press.
Holbrook, Morris B, and Hirshmann, Elizabeth C, (1982). The
Experiential Aspects of Consumption: Consumer Fantasies,
Feelings, and the Fun. Journal of Consumer Research, 14(3),
404-420.
Homer, Pamela. M., and Kahle, Lynn R. (1988). A Structural
Equation Test of the Value-attitude-behavior Hierarchy.
Journal of personality and social psychology, 54(4), 638-646.
Hong, Yun-suk, & Na, Yun-gyu (2008). Effects of hedonic values
perceived, usefulness and easiness upon Internet shopping
mall use attitude and fashion product buying intention. A
journal of the society of clothing science of Korea, 32(1),
147-156.
Jeon, Hae-eun, & Lee, Gi-chun (2002). Modern consumption space
and consumption behavior: Dongdaemun shopping mall's consumption culture value. Consumer science research, 13(2),
99-126.
Jöreskog, Karl G., and Sörbom, Dag (1993). LISREL 8: Structural
Equation Modeling with the SIMPLIS command language.
Chicago, IL, US: Scientific Software International.

81

Kahle, Beatty Sharon E., and Pamela, Homer (1986). Alternative
Measurement Approaches to Consumer Values: The List of
Value(LOW) and Values and Life Style(VALS). Journal of
Consumer Research, 13, 405-409.
Kahle, Lynn R. (1983). Social values and social change: Adaptation
to life in America. New York: Praeger Publishers.
Kim, Gye-su (2011). Model analysis upon structural equation. Seoul:
Hannarae Academy.
Koo, Jeong-dae, & Kim, Jae-won (2013). Effects of office worker's
life styles upon satisfaction of leisure and life quality. A
journal of tourism research, 27(2), 151-165.
Kotler, Phillp (2000). Marketing Management (The millennium edition). NJ: Prentice Hallmahajan.
Kozak, M., and Rimmington, Mike (2000). Tourist Satisfaction with
Mallorca, Spain, As An Off-season Holiday Destination.
Journal of Travel Research. 38(3). 260-269.
Kozak, Metin (2001). Repeaters Behavior at two Distinct Destinations.
Annals of Tourism Research. 28(3), 784-807.
Kung, Lip (2014). Effects of hyper market culture center upon customer satisfaction and shop loyalty. A thesis of master degree, Jeonju, Korea: Graduate school, Woosuk University.
Kwon, Dae-bong (2001). Five stages of lifetime education. Seoul,
Korea: Hakjisa.
Kwon, Jeom-ok (2013). Mediation effect of true cognition on the effects of hotel employees' service quality upon customer loyalty and use intention. Tourism management research, 17(4),
1-21.
Kwon Uk-dong (2005). The elderly's lives and leisure sports culture.
A journal of the Society of Sports Philosophy of Korea,
139(2), 41-61.
Lazer, Willam (1963). Life Style Concepts and Marketing. in Stephen
A. Greyser (ed). Toward Scientific Marketing (pp. 130-139),
Chicago , IL: American Marketing Association.
Lee, Gang-eul (2012). A study upon selection of discount stores and
SSM depending upon life styles, A thesis of doctor's degree,
Cheongju, Korea: Graduate school, Cheongju University.
Lee, Hak-sik, Kim, Yeong, & Jeong, Ju-hun (1999). Practical use and
hedonic shopping value and shopping satisfaction:
Development and test of structural models.
Business
Administration Research, 28(2), 505-538.
Lee, Su-hyeong (2010). Effects of service recovery efforts upon continuous use intention of Internet users: Focused on personal
information leakage, A thesis of doctor degree, Suwon,
Korea: Graduate School, Kyonggi University.
Mahajan, Vijay, Muller, Eitan, and Kerin, Roger A. (1984).
Introduction Strategy for New Products with Positive and
Negative Word of Mouth. Management Science, 30(12),
1389-1404.
Marsick, Victoria. J., and Witkins, Karen E. (2003). Demonstration
the Value of an Organizational Learning’s Culture: The
Dimensions of Learning Organizations Questionnaire.
Advances in Developing Human Resources, 5, 132-151.
Mathwick, Charia, Malhotra, Naresh, and Rigdon, Edward (2001).
Experiential Value: Conceptualization, Measurement and

82

Mi-Song Kim, Sang-Chul Kim, Pan-Jin Kim / EIGHTH INTERNATIONAL CONFERENCE 79-82

Application in the Catalog and Internet Shopping
Environment. Journal of Retailing, 77(1), 39-56.
Oh, Hyeok-jin (2003). Life time education business administration.
Seoul: Hakjisa.
Oh Ji-eun (2008). Effects of web-site quality and social situation
upon repurchasing intention of tourism products on Internet:
Focused on mediation effect of hedonic values and practical
use values. Tourism science research, 32(5), 357-380.
Oliver, Richard. L., and Swan, John E. (1989). Consumer Perceptions
of Interpersonal Equity and Satisfaction in Transactions.
Journal of Marketing. 53(2). 21-35.
Park, In-su, & Park, Seong-gyu (2006). Effects of perceived quality
upon customer values and satisfaction. Journal of Distribution
science, 4(2), 65-80.
Park, Jong-min, & Jang, Seok-jae (2001). The Koreans' life styles,
and Internet and TV pattern use patterns by using LOV.
Advertising research, 52, 167-197.
Rokeach, Milton (1973). The nature of human values. New York:
Free Press.
Shin, Myeong-hui, and Ahn, Ju-a (2005). Effects of Korean college
student consumer's life styles and media use upon purchasing

behavior. Advertising science research, 16(5), 111-132.
Woodruff, Robert B. (1997). Customer value: The Nest Source of
Competitive Advantage. Journal of the Academy of Marketing
Sciences, 25(2), 139-153.
Yang, Hoi-chang, & Ju, Yun-hwang (2012). Effects of college students' marketing communication at general supermarket, values and consumption emotion upon shop loyalty. Journal of
Distribution science, 10(2), 19-28.
Yoo, Chang-jo, and Jeong, Hye-eun (2002). A study on effects of
shopping experience quality on Internet shopping mall upon
revisit intention and purchasing intention: Useful shopping
value and hedonic shopping value. Consumer science research, 13(4), 77-100.
Yun Hyos-sil, and Yun Hye-hyeon (2013). Effects of individuals' consumption value upon purchasing intention of environment
friendly farming products: Regulation effects of environmental
consciousness behavior. Hotel business administration research, 22(1), 253-267.
Yun Ji-eun (2006). A study on users perception and use intention of
digital contents, A thesis of doctor degree, Seoul, Korea:
Graduate school, Kyonggi University.

Jong-Lak Kim / EIGHTH INTERNATIONAL CONFERENCE 83-86

83

The impact of service quality on service satisfaction and store loyalty in a CVS
– Focused on the moderating service value
Jong-Lak Kim*

1

Abstract
Convenience store businesses in South Korea have contributed to
economic growth and job creation, and its growth potential remains
very high. Also service value is more important facts than price determining purchasing factor. This research purports to investigate the
impact of service quality on service satisfaction and store loyalty with
the moderating service value are investigated. The questionnaire was
developed by using the modified and supplementary questions based
on the KD-SQS model and RSQS model. We used the SPSS/PC statistical packages to analyze the results. The overall results of this
study are as follows. First, all service quality elements have a significant effect on service satisfaction. Second, all service quality elements have a significant effect on store loyalty. Third, service satisfaction has a significant effect on store loyalty. Finally, when participants divided into high and low service value has results of multiple
regression analyses showed that only the relationship between policy
of service quality and satisfaction, and human interaction and policy
of service quality and loyalty were significant. Implications are discussed based on the findings of the study. The basic benefits, promotions, and convenient facilities in the convenience store have been
already assessed with good reviews. Therefore, the satisfaction of the
consumer will be improved with supplementing the reliability, human
interaction and consumer policy area.
Keywords: Retail Channel, Service Quality, Service Value, Service
Guarantee, Store Loyalty.

1. Introduction
Today's CVS is selected by consumers as a major retail store
which provides time convenience of 'Always Open', space convenience of its location at an easily accessible area, commodity convenience of treating broad line of goods with small quantity, and other living convenience services, etc. Particularly, in recent times, with
the box lunch products which make it possible to have food at a
reasonable price due to a continuous slump, or fresh food sale expanding, and with the development of private brand products(PB
* Adjunct professor, Department of Distribution Management, Jangan
University, Korea. Tel : +82-31-229-3130. E-mail: prise97@hanmail.net

brand) by each company in active progress, and the increase in home
meal replacement(HMR)consequent on the decrease in family members, product categories are expanding. In addition, while doing
price-discount marketing, CVS is imprinting the idea that a discount
store doesn't sell dear any more not only through '1+1' events but also year-round price discount items and daily- life items discount into
consumers' mind; moreover, CVS is employing a diversity of strategies to secure loyal customers, such as introduction of social-commerce-link marketing through new customer securement, and
development of customer communication using SNS, etc.
Generally, when consumers evaluate a retail store, they will evaluate not only the primary benefit, or a product but also store environment, employee's friendliness, convenience facility, available consumer protection policy or not, etc. complexly in diverse aspects.
Particularly, distribution business is a representative service industry,
and consumers' subjective response to what service they receive at the
relevant store, or how they experience the process of service
provision.

2. Theoretical Background
2.1. Service quality
Service quality is a sort of evaluation of an attitude, and it can be
defined as customer's evaluation of the overall delivery process of
services based on customers' judgement of a corporation's eminence(Hellier et al., 2003); Parasuraman, et al., 1985; Zeithaml, 1987).
In addition, a consumer-perceived service quality factors are the set
of service attributes which are finally chosen(Kim, Jiln, & Kim,
2010), and service quality is decided by the consumers using the relevant service, As a measuring tool used for evaluating such a service
quality, there is SERVQUAL model which was made on the theoretical basis of Oliver(1980)'s expectation-performance disconfirmation
model.

2.2. Service satisfaction
Generally, satisfaction has been known to be a result from the
comparison of a customer's expectations for a product or service with
actual experience. Such an inconsistent paradigm led the researchers
into the situation in earlier research where they did research by perceiving satisfaction as an composition concept and putting focus on
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simply an cognitive aspect, but afterwards, researchers have conducted
more in-depth study by multi-dimensional composition concept including emotional elements, such as feelings or strong impressions, etc.
together with integrated cognitive composition elements related to expectations or belief in a product. Since then, the characteristic of the
comparison of expectations with outcome in service quality has been
used as a basic concept of service quality SERVQUAL Model(Lee,
Yu-je,2009).
However, in recent times, satisfaction has been used as an accumulated satisfaction concept by adding to satisfaction with and price
of a specific product and service, sales promotion, and physical facilities, etc. rather than customer satisfaction unique to transactions,
which is a temporary and of emotion from evaluation unique to contact point.

<Figure 1> Research Model

2.3. Service value

3.2. Research Hypotheses

Service value means a consumer-expected profits or benefit through
goods and services, which work as a more important factor in determining their purchase than a price (Zeithaml, 1988; Zeithaml &
Bitner, 1996). In addition, it also means customers' general evaluation
of the service utility a customer gives and takes, and relationship
with expectation inconsistency(Bieger et al. 2007) and also means the
evaluation of product or service utility based on a consumer's perception, which can be approached as the comparison viewpoint of service value as a paid price for general service quality(Lee, Yoon &
Lee, 2007).

3.2.1. Influence of Service Quality on Service Satisfaction

2.4. Store loyalty
Store loyalty is defined as intentions to re-purchase a specific
product or service a point of the future, but loyalty is a function of
inertia regardless of the commitment level, and it's a concept contrasted with the simple spurious loyalty of repurchasing a brand, and
a behavioral response in the process of evaluation adding up to
commitment. Like this, store loyalty is a direct result of customer
satisfaction. In the research by Joh & Lim(1999), Rah(2005), their
approach to research on loyalty is divided roughly into three sorts,
such as behavioral, attitudinal and integrated approach (Jacoby &
Chestnut 1978).

3. Research Design
3.1. Research Model
This study set up its research model based on the preceding
research. Service quality is divided into primary benefit, promotion,
reliability, personal interaction, physical aspects, policy, and additional
convenience. this study drew the research model as follows:

H1: CVS store Service Quality will have a positive influence on
Service Satisfaction.

3.2.2. Influence of Service Quality on Store Loyalty
H2: CVS store service quality will have a positive effect on store
loyalty.

3.2.3. Influence of Service Satisfaction on Store Loyalty.
H3: Service Satisfaction will have a positive effect on Store
Loyalty.

3.2.4. Influence of service value moderating variables effect
H4a: The service value of a CVS adjusts the relation
service quality and Service satisfaction
H4a-1: The service value of a CVS adjusts the relation
Physical aspect and Service satisfaction
H4a-2: The service value of a CVS adjusts the relation
Additional convenience and Service satisfaction
H4a-3: The service value of a CVS adjusts the relation
Human interaction and Service satisfaction
H4a-4: The service value of a CVS adjusts the relation
Policy and Service satisfaction
H4a-5: The service value of a CVS adjusts the relation
Origin benefit and Service satisfaction
H4a-6: The service value of a CVS adjusts the relation
Promotion and Service satisfaction
H4b: The service value of a CVS adjusts the relation
service quality and store loyalty.
H4b-1: The service value of a CVS adjusts the relation
Physical aspect and store loyalty.
H4b-2: The service value of a CVS adjusts the relation
Additional convenience and store loyalty.
H4b-3: The service value of a CVS adjusts the relation

between
between
between
between
between
between
between

between
between
between
between
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Human interaction and store loyalty.
H4b-4: The service value of a CVS adjusts the relation between
Policy and store loyalty.
H4b-5: The service value of a CVS adjusts the relation between
Origin benefit and store loyalty.
H4b-6: The service value of a CVS adjusts the relation between
Promotion and store loyalty.

4.3. Testing of Research Hypotheses
<Table 3> Mediator effect Result
Independent
variable
Service
quality

4. Research Result
4.1. General Characteristics of the Sample

4.2. Analysis of Reliability and Validity of Variables
<Table 1> Reliability and Validity
Question
number

Eigen-valu
e

Origin benefit ·
Promotion

4

2.918

Reliability

5

3.652

Human interaction

6

3.989

Physical aspect

4

2.615

Policy

2

1.877

Additional
convenience

3

2.517

1(β1)

mediator
variable
(satisfaction)
0.645**

2(β2)

0.709**

3(β3,독립)

0.288**

3(β4,매개)

0.506**

Step

R2

0.738

F

Sobel

48.490** 3.436**

5. Conclusion & Suggestions

The questionnaire-based survey, conducted between APR 2 and
APR 25, 2015, included customers who frequently use distributors.
The survey was administered to subjects selected through convenience
sampling through interviewers.

Variables
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Factor
loading

Cronbach's
α

.615
∼.862
.663
∼.738
.690
∼.802
.605
∼.735
.783
∼.842
.773
∼.786

.818
.828

This study, targeting the intramural CVS, empirically analyzed the
influence of CVS service quality on service value, service satisfaction,
and store loyalty. The results of the major research through empirical
analysis are as follows
The overall results of this study are as follows. First, all service
quality elements have a significant effect on service satisfaction.
Second, all service quality elements have a significant effect on store
loyalty. Third, service satisfaction has a significant effect on store
loyalty. Finally, when participants divided into high and low service
value has results of multiple regression analyses showed that only the
relationship between policy of service quality and satisfaction, and
human interaction and policy of service quality and loyalty were
significant.

.907
.807

References

.827
.834

KMO = .878 Bartlett exam = 2608.074(df=300) p = .000
<Table 2> Correlation Coefficient Matrix(Pearson Correlation)
Additio
Origin
Physic
Service
nal
Reliabi Human
Store
benefit ·
al
satisfac
Policy
conven
lity interaction
Loyalty
Promotion
aspect
tion
ience
Origin benefit
· Promotion

1

Reliability

.350**

1

Human
interaction

.527**

.512**

1

Physical aspect

.227**

.600**

.502**

1

Policy

.404**

.316**

.496**

.396**

Additional
convenience

.199**

.423**

.332**

.565** .368**

Service
satisfaction

.503**

.614**

.499**

.538** .411** .487**

Store Loyalty

.456**

.534**

.470**

.483** .403** .448** .709**
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Impact of gender differences in DNA on consumer buying behavior*
Young-Ei Kim**

1

Abstract
This study combined consumer purchase behavior theory with gender DNA theory of the genetics and animal behavior science to buying behavior and inclination of men and women online and offline
and to give marketing strategy models depending upon gender genetics characteristics.
The study consists of 5 parts:1) Investigate online and offline consumer purchase behavior;2) Investigate precedent studies on consumer
purchase behavior; 3) Investigate precedent studies of genetics and animal behavior science on consumer purchase behavior; 4) Adopt research models and hypotheses; 5) Verify hypotheses and find out implications by field survey and empirical analysis.
Keywords: Gender Differences, DNA, Consumer, Buying Behavior.

1. Introduction
Today's digital environment made multi-channel of purchase routes
in the society. Products that were sold out at traditional purchase
routes were sold at unexpected routes. Purchase routes varied depending upon gender to let not only manufacturers but also distributors
suffer from extreme disturbance.
In the 2000s, digital system made change of men consumers' purchase inclination and behavior very much. Metro sexual, uber-sexual,
grooming and nomu represented men's consumption trend to expand
power in the world. These days, men made use of make-up, beauty
care and fashion to be given plastic surgery. Men took care of appearance that was women's area. Changed position of both men and
women reflected such a fact, and in the 2000s women who had
much higher economic power than the ones in previous generation
had became important consumption group.
What position did men have? From 2010, the era of 'closing of
men's days and female chauvinism' started, and number of women
workers and professionals was larger than that of men workers and
professionals. In April, 2010, salary and wage of women in the work

* This work was supported by the research grant of the Seoul Digital
University in 2015
** Professor, Department of Business Administration, Seoul Digital
University, Korea. Tel: +82-2-2128-3292, e-mail: kimyei@naver.com

were higher than those of men. In April 2010, salary and wage of
women were higher than those of men. In 2010, ratio of the gender
of college graduate in the United States was two men and three
women. In China, women owned more than 40% of private business:
Not only in western countries but also in eastern countries, women's
power has grown up.
In South Korea, number of women successful candidate was larger
than that of men successful candidate at teacher certification examination, bar examination and foreign affairs official examination to reflect
changes of position of both men and women.
Men who were accustomed to traditional custom and culture supporting men suffered from extreme chaos under such a change.
Biological DNA that men had more power and large appearance than
women had could not reverse the phenomenon.
Men made change of position at changed social trend of the genetics and animal behavior science:
First, digital society in the 2000s made men free from hunting and
protection orientation to communicate and to collect information and
to have emotional consensus being suitable to women DNA.
Second, women exercised their ability and talent to make appearance in the society to let men satisfy social demand less than women: So, 'me-to-strategy' was adopted to overcome men's low position
and to stimulate mothers' instinctive love. So, many men thought
much of appearance. Department stores, fashion garment business and
others that contacted consumers on the spot gave various kinds of
goods and services in accordance with men's trends changes to lure
men customers. Is men's purchase inclination of follow up of women
good? What influence does the inclination have upon purchase behavior of men and women? Fusion methodology that connects biology
and animal behavior science with marketing, consumer trends and sociology can solve aforementioned questions. Most of distribution businesses were busy to take actions against men trends changed not to
clarify causes of changes of men trends. Investigation into changes of
men's trends can help establish marketing strategy depending upon the
gender from long term point of view, and direction should be made
based on fundamental causes and understanding on the trends.
Precedent studies that neglected genetic difference could not examine
difference of reaction and purchase behavior of men and women consumers online and offline. Men and women consumers had great difference at sales promotion and salesmen's actions at purchase channels
regardless of men and women. Precedent studies on consumer purchase behavior could not give effective marketing strategy for both
men and women. The purpose of the study was to investigate effects
of genetic characteristics at difference of DNA between men and
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women and to find out effective marketing strategy by using gender
DNA.

2. Theoretical Background

2) Make change of enterprise and organizational images in favorable way;
3) Elevate effects of customer loyalty;
4) Employee management considering gender and DNA characteristics can elevate employee's motivation.
5) Increase effects of marketing strategy.

2.1. Research Trends
Studies on consumer purchase behavior investigated factors having
influence upon consumers' purchase decision-making. Most of the
precedent studies were focused on external factors having influence
upon consumers to investigate consumer behavior regardless of consumers having different purchase behavior and inclination depending
upon gender and genetic characteristics.

3. Methodologies
In this study, literary studies and material collection were:
Literary studies were:
1) Select genetic characteristics that have influence upon consumers' purchase behavior and inclination;
2) Investigate purchase behavior and inclination by gender online
and offline;
3) Investigate relations between chromosome, DNA, between DNA
and gene, and between gene and human behavior by precedent
studies on genetics and animal behavior science;
4) Investigate effects of genetic characteristics upon consumer behavior depending upon difference of DNA by gender.
Material collection and survey methods were:
1) DNA characteristics of consumer behavior based on precedent
studies and literary studies on consumer purchase behavior were
used to set research models and to adopt hypotheses;
2) FGI and consumer purchase behavior DNA characteristics were
used to develop questionnaire.
5-point scales were used to collect material and to investigate
interviewees and to make use of self-administered questionnaire.
3) Select interviewees in their 20s to 50s who experienced online
and offline purchase. Verification procedure excluded unfaithful
answer to keep reliability.
4) SPSS 19.0 was used to verify relation and influence of genetic
characteristics and consumer purchase behavior at difference of
gender and DNA.

4. Summary
Studies on consumer purchase behavior at difference of gender and
DNA may have effects:
1) Understand men and women consumers who have different
thought and behavior depending upon genetic characteristics at
DNA difference;
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Effects of Multi-dimensional Emotional Intelligence on Intrinsic/Extrinsic Motivation
and Job Satisfaction: Path Analysis Using Perceived Organizational Support among
Emotional Laborers
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Abstract
This study investigates if the sub-factors of emotional intelligence
increase job satisfaction via employees' intrinsic and extrinsic motivation and perceived organizational support based on previous studies.
Although it is not covered in the analysis result section, a regression
analysis was performed with gender, marital status, age and education
controlled. As a result, regulation of emotion(β = 0.233, p<.01), appraisal of emotion(β = 0.233, p<.01), utilization of emotion(β = 0.192,
p<.01), and expression of emotion (β = 0.186, p<.01) have positive effects on job satisfaction. Also, a multiple regression analysis was performed to see which factor had greater effects on job satisfaction. As
a result, only the regulation of emotion(β = 0.178, p<.01) has statistically significant positive effects on job satisfaction, which is consistent with previous findings.
Keywords: Multi-dimensional Emotional Intelligence, Intrinsic/
Extrinsic Motivation, Job Satisfaction, Organizational
Support, Emotional Laborers.

1. Introduction
This study focuses on emotional labor of employees in service
industry. Individuals experience emotional labor when they regulate or
manage their emotions to earn wages (Totterdell & Holeman, 2003).
Emotional labor refers to managing one's emotion as a means of
earning wages to evoke positive perception among the public using
verbal or physical expressions(Hochschild, 1983). Most service entities
implicitly or explicitly require their employees to express certain emotions to customers, which is attributable to intangibility, heterogeneity,
perishability and simultaneous production and consumption of services
(Yoo et al., 2014). That is, as customers evaluate business entities
based on their satisfaction while interacting with service employees,
whose emotional expression serves as an overarching factor(Bozionelos
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& Kiamou, 2008), service companies intend to take advantage of employees' positive emotions so as to maximize the effects of their
services.
This study categorizes service employees' emotional intelligence into 4 sub-factors, viz. regulation of emotion, appraisal of emotion, utilization of emotion and expression of emotion, and investigates their
effects on job satisfaction. Also, this study performs path analysis to
find out the effects of service employees' intrinsic and extrinsic motivation on job satisfaction, as well as the effects of perceived organizational support on the intrinsic/extrinsic motivation and job satisfaction, with intent to find out the practical efforts that individual
service employees engaging in emotional labor should make, and the
approaches that service companies should take to train and support
their employees. In short, a range of clues can be derived from the
present findings that will have positive effects on both individual
service employees engaging in emotional labor and service
organizations.

2. Research Design, Data, and Methodology
In this study we investigated 8 variables as follow: Emotional intelligence was measured by SREIS(Self-report Emotional Intelligence
Scale) based on Shutte et al.(1998). Specifically, regulation of emotion was measured 10 item, appraisal of emotion was measured 7
item, utilization of emotion was measured 9 item, and expression of
emotion was measured 7 item, Likert 7-point scale. Intrinsic and extrinsic motivation was measured each 5 item, Likert 4-point scale
based on Amabile et al.(1994). Perceived organizational support was
measured 17 item, Likert 5-point scale based on Eisenberger et
al.(1990). And job satisfaction was measured 25 item, Likert 7-point
scale based on Scarpello & Campbell(1983). All variables were converted into z-score to make correction of difference of the scales.
To find out if measurement items are internally consistent, reliability was verified using Cronbach α. Chae(2002) argued that if
Cronbach α is over 0.6, it is considered reliable. In this respect, the
reliability of variables in this study was found to be 0.645~0.958. As
a result of confirmatory factor analysis to verify feasibility of variables, all variables are expected to ensure the validity except regulation
of emotion, appraisal of emotion, utilization of emotion, and job satisfaction was less than 0.5 to confirm validity by comparing between
coefficient of determination of R-square and AVE, respectively.
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<Figure 1> Research Model

3. Results
Correlation analysis showed that participants are significant relationship between perceived organizational support and job satisfaction.
However, there are not significant relationship between perceived organizational support and other variables except regulation of emotion.

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

controlled. As a result, regulation of emotion(β = 0.233, p<.01), appraisal of emotion(β = 0.233, p<.01), utilization of emotion(β = 0.192,
p<.01), and expression of emotion (β = 0.186, p<.01) have positive effects on job satisfaction. Also, a multiple regression analysis was performed to see which factor had greater effects on job satisfaction. As
a result, only the regulation of emotion(β = 0.178, p<.01) has statistically significant positive effects on job satisfaction, which is consistent with previous findings.
However, the effects of motivation and perceived organizational
support on emotional intelligence and job satisfaction proved more or
less different from the hypothesis. To be specific, intrinsic motivation
is positively influenced by the expression of emotion, utilization of
emotion and expression of emotion, but has no significant effects on
job satisfaction. Meanwhile, the utilization of emotion has direct positive effects on job satisfaction via extrinsic motivation, or increases
job satisfaction via the perceived organizational support. These findings need be translated with caution from different perspectives. First,
the correlation between intrinsic motivation and job satisfaction and
that between intrinsic motivation and perceived organizational support
are statistically insignificant among the respondent call-center consultants, which seems to suggest that they perceive intrinsic motivation and job satisfaction as well as intrinsic motivation and perceived
organizational support are totally independent of each other. It is necessary to find out the conditions in the call center where respondents
are working to better understand the finding. Yet, in general, respondents' relatively low self-esteem over their occupation might hinder their intrinsic motivation, whilst diverse stressors in relation to
emotional labor might lead to dissatisfaction with jobs.
Meanwhile, as consultants' utilization of emotion is rendered as the
ability to use emotion for improving performance(Goldengerg et al.,
2006), it can be concluded that such factors as monetary incentives
for performance are important in order to boost job satisfaction of
consultants. Hence, based on the present findings, workers, particularly
call center consultants, engaging in emotional labor need be provided
with a clear-cut reward system. Specifically, extrinsic rewards including monetary incentives need be enhanced. In addition, further studies
should delve into variables associated with productivity, which seems
affected by intrinsic motivation.

<Figure 4> Results of Path Analysis

The path analysis for the verification of the hypothesis was presented in <Figure 4> and <Table 4>. According to the verification
result of the suitability of this model, the values were χ2 = 846.657,
d.f = 15, p = .000, NFI = .352 CFI = .350, and RMSEA = .397 etc
and they did not reach each suitability index proposed.

4. Conclusion
This study investigates if the sub-factors of emotional intelligence
increase job satisfaction via employees' intrinsic and extrinsic motivation and perceived organizational support based on previous studies.
Although it is not covered in the analysis result section, a regression
analysis was performed with gender, marital status, age and education
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A Study on the Food Science and Nutrition Students' Evaluation for Home Meal
Replacement(HMR) Quality Using Importance-Performance Analysis
Kyung-Sook Park*, Jong-Baek Kim**, Hoe-Chang Yang***
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Abstract
The present study noticed a paucity of research on HMR in contrast with the explosive growth of the market. To find out how consumers find the attributes of HMR, an FGI with experts and the
modified Delphi technique were used to elicit the attributes. Then,
students majoring in food and nutrition were asked to rate the importance of and satisfaction with the elicited HMR attributes. Next, to
investigate consumers' perception of currently available HMR products,
and to provide production and marketing cues for HMR suppliers and
sellers, the IPA was performed.
Keywords: Food Science, Nutrition Students' Evaluation, Home Meal
Replacement(HMR), Importance-Performance Analysis.

<Figure 1> Annual Retail-specific Growth Rate

1. Introduction
A range of factors including the 5-day workweek, the increase in
dual income families, the growth of 1~2-person households, and the
increasing camping culture have driven the explosive growth of local
HMR(Home Meal Replacement) market. As the eToday
(www.etoday.co.kr) reported, Nielsen Korea's ‘Shopper Trend
Report’(http://www.nielsen.com) highlighted the sales of frozen and
chilled HMR products in large supermarkets grew 6% over 2013 as
the only growth item in the stagnant grocery market. According to
the industry, local HMR market recorded 1.3 trillion Won last year
from 700 billion Won in 2010, and is expected to reach more than
1.5 trillion Won this year. Some are even more optimistic that the
market size will exceed 2.3 trillion Won. This phenomenal growth is
consistent with the '2015 Distribution Industry White Paper' recently
published by the Korea Chamber of Commerce. According to the paper, convenience stores achieved 8.7% year-over-year sales growth in
2014, recording the highest growth rate among offline distribution
channels.
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Note) quoted by 2015 Distribution and Industry White paper(KCCI, 2015)
<Figure 2> CVS's HMR Sales and Category trend ratio

Despite the explosive growth of HMR market in line with social
changes, research findings on HMR are scarce as of 2015. Yet, HMR
market is projected to grow further, to compete with fresh products
and to continue its growth pace for some time through segmentation
and quality differentiation on account of ageing population comparable
to advanced societies. Hence, HMR-related research is indispensable.
Thus, this study attempted to elicit the attributes of HMR from the
perspective of consumers and suggest some directions for HMR. To
this end, food and nutrition professors were interviewed and surveyed
using the revised Delphi method to elicit the attributes of HMR.
Then, food and nutrition students aware of HMR were asked to rate
the attributes in terms of importance and satisfaction. Moreover,
IPA(Importance- Performance Analysis) was conducted to develop future strategies based on HMR attributes.
The present findings provide some cues for product development
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and marketing strategies for the benefit of business entities competing
in HMR market, and give them an opportunity to apply the perspective of consumers to HMR.

2. Theoretical background
The term HMR has emerged quite lately. Therefore, HMR-related
accurate statistical data and literature reviews in light of its market
potential and growth are not sufficient (Lee, 2011). Grier(2001) defined HMR as the food items that are prepared commercially to be
consumed at home or that save consumers the trouble of preparation
entirely or partly. Korea Food & Drug Administration classifies HMR
into Ready-to-Eat food items that can be consumed instantly without
prior preparation, Ready-to-Heat food items that can be consumed after simple heating, and fresh convenient food items processed or containing additives or food ingredients that can be consumed as it is
(Korea Food & Drug Administration, 2010). The industry classifies
HMR as the ready-to-cook food items that are minimally prepared to
be cooked and require some or all of ingredients to be cooked fully.
This study incorporated all the concepts aforesaid into HMR.
Regarding product attributes, Levesque & McDougall(1996) asserted
a theory of product attributes that consumers purchase not just a
product but a mass of multiple attributes. Attributes as in the theory
of product attributes are defined as properties or qualities meeting
consumers' physical, social and psychological needs, and refer to
proxy indicators against which consumers evaluate products (Levesque
& McDougall, 1996). That is, as the characteristics of products that
consumers take into account when they make decisions, product attributes constitute a comprehensive concept involving not only objective attributes but also subjective qualities consumers desire (Ahn
& Park, 2003). In this context, consumers' evaluation of product attributes in purchasing products is highly important in that it reflects
their purpose or motive for purchasing certain products (Lee, 2007).
Differently put, as product attributes are associated with customers' attitudes towards the attributes of products in the course of selecting
products, product attributes are critical to customers' decision-making
on whether to purchase certain products or not(Dick & Basu, 1994).
Thus, the proposed HMR-related selection attributes may be used as
proxy indicators against which consumers select and evaluate products
at the same time. In addition, from the perspective of businesses,
such selection attributes are likely to provide an array of cues for
HMR products fitted with competitive edges.

3. Research Design, Data, and Methodology
The present study used an FGI with experts to elicit some attributes of HMR products. To be specific, the modified Delphi method
was applied to food and nutrition professors. Originally, the Delphi
method was developed as a collective discussion technique for inducing an agreement from group members using a planned anonymous
repetitive surveys with a view to systematically eliciting responses
from expert groups until an agreement is reached, while predicting,

diagnosing and determining some issues. First, this study conducted
an FGI(Focus Group Interview) with 3 experts based on the attributes
suggested by previous studies on the attributes of ordinary products
(e..g., Hall et al., 2001; Mitchell & Olsen, 1981; Moeey et al., 2002;
Stanley, 1982) and asked them to rank the presented basic attributes
of HMR in order of perceived importance. Then, these attributes were
analyzed. Finally, 25 attributes were presented to food and nutrition
students at J University to measure the importance and satisfaction.
According to Yang et al.(2014), IPA was first formulated by Martilla
& James(1977), who wanted to grasp the importance of car dealer’s
service, to compare and analyze the relative importance and performance of 14 attributes; and has since been utilized in various service
industry areas for choosing an area of concentration for competitiveness after analyzing customers’ satisfaction factors and dissatisfaction
factors, or for providing support for resource allocation in the implementation of strategies(Deng, 2007). Originally, IPA is a technique
for measuring users’ satisfaction; it measures the importance of each
attribute before use and evaluates satisfaction after use, and compares
and evaluates the relative importance and satisfaction of each attribute
at the same time. Its basic assumption is to judge customers’ levels
regarding satisfaction attributes (Hammitt et al., 1996; Yang et al.,
2014 re-quotation). Here, the level of importance is measured on the
basis of importance relative to various quality dimensions, and a
quality dimension of high importance is judged to have great effects
on end users’ positive perceptions(Yang et al., 2014).
The importance of and satisfaction with each factor was rated on a
5-point Likert scale (1 for ‘highly important’ and ‘highly satisfied’,
and 5 for ‘Not important at all’ and “Not satisfied at all‘). The items
were reverse coded prior to the analysis.
Total of 140 participants of surveys were collected to department
of Food Science and Nutrition Students in J university. Gender distribution of participants were more female students 108(77.1%) than
male student 32(22.9%), and the average age of participants was 19.8
years.

4. Conclusion
The present study noticed a paucity of research on HMR in contrast with the explosive growth of the market. To find out how consumers find the attributes of HMR, an FGI with experts and the
modified Delphi technique were used to elicit the attributes. Then,
students majoring in food and nutrition were asked to rate the importance of and satisfaction with the elicited HMR attributes. Next, to
investigate consumers' perception of currently available HMR products,
and to provide production and marketing cues for HMR suppliers and
sellers, the IPA was performed.
The findings have the following implications.
First, the attributes of HMR extracted from the FGI with experts
and the modified Delphi method were found to reflect the attributes
of currently available HMR products to some extent. Notably, the
present findings are conducive to research efforts in this field, in that
it verified the reliability and validity of such attributes, which could
be used for analyzing some causal relations between antecedents and
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dependent variables associated with the importance and satisfaction.
Second, IPA results showed the status of HMR attributes perceived
by food and nutrition students. As seen in <Figure 3>, students were
less satisfied with current HMR products in view of price, volume,
safety and quality, which they considered important factors. Both the
importance of and the satisfaction with manufacturing/processing and
environment-friendliness were low. This finding indicates that students
did not consider manufacturing/processing and environment-friendliness
in their selection of HMR products. Students' perception of the importance of brand awareness or sales and distribution was lower than
the satisfaction with those factors. This finding need be investigated
further with adolescents of an age group apart from the food and nutrition students because the latter subjects are likely to be interested
in HMR more than other students in general, and thus their responses
cannot represent general consumers.
Third, the findings can be used as reference data by HMR producers and distributors to diagnose the status of HMR as they may
hint at some fields that need paying more attention in relation to production and marketing. The IPA demonstrated that the 2nd quadrant
needed improving most urgently, suggesting diversified strategies
should be developed in terms of relevant factors such as price, volume, safety and quality.
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Influence of Positive Psychological Capital of Small and Medium Business Workers
on Life Satisfaction and Innovative Work Behavior: Mediation effect of LMX and
MMX within organizations
Hoe-Chang Yang*, Woo-Ryeong Yang**, Hee-Young Cho***

1

2. Research Design, Data, and Methodology

Abstract
This study aimed to check the influence of positive psychology
capital of workers by setting innovative work behavior as important
personal factors to gain competitiveness in small and middle company
aspect. Also, the influence of LMS and MMX in this relation was
checked to search clues for the direction of small and middle company leaders and members to put effort in.
Keywords: Positive Psychological Capital, Small and Medium
Business Workers, Life Satisfaction, Innovative Work
Behavior.

1. Introduction
This paper excludes the aspect of researches that focus on improving the attitude and behavior of members pointed out in organizational behavior until now(e.g., Luthans, 2002; Stajkovic, 2006) and
aims to approach to POB(positive organizational behavior) which is a
new flow of understanding the motivation improvement of positive
aspects that can be managed and developing strong points of organization members.
Therefore, in paper, based on various researches that assert that development of POB is needed along with human and social capital to
gain continuous competitive advantage in incertain environments(Avolio & Gardner, 2005; Gooty et al, 2009; Luthans et al.,
2004), the influence of positive psychological capital of small and
medium company workers on satisfaction of personal lives and innovational behavior for organization development was to be looked
into. Also because small and medium businesses are relatively smaller
sized than large companies, the influence of LMX(Meader-Member
Exchange) relation and MMX(Member-Member Exchange) relation on
positive psychological capital, satisfaction of life, and innovational behavior was to be looked into.

* 1st Author, Assistant Professor, Dept. of Distribution Management,
Jangan University, E-mail: pricezzang@naver. com
nd
** 2
Author, Freshman, Dept. of e-Business, Korea Polytechnic
University, E-mail: wooryeong325@naver.com
*** Corresponding Author, Adjunct Professor, Dept. of Distribution
Management, Jangan University, E-mail: imarketinghy@paran.com

This study aimed to check the influence of individual, developable
positive psychological capital of small and medium business members
on satisfaction of personal life and innovative work behavior, and also aimed to check the role of leader exchange relation and exchange
relation between members in this relation. Especially because the degree of satisfaction of life that members recognize are in psychological state to be differently sensed in one’s life environment and
level as a subjective region among life quality regions, recognition on
degree of satisfaction of personal life can have influence on innovative work behavior. On one hand, innovative work behavior can
be actualized by receiving recognition of personal ideas from others
that tendency of institutionalization based on this support is
shown(Kanter, 1988; Scott & Bruce, 1994). Also, individuals aiming
innovative work behavior not only aim to improve current work environment, but is also known to have high possibility to be spreaded
from individual aspect to groups.(Parker et al., 2006).

Note) PPC: Positive Psychological Capital, LMX: Leader-Member Exchange,
MMX: Member-Member Exchange, IWB: Innovative Work Behavior.
<Figure 1> Research Model and Hypotheses1

On one hand, positive psychological variables in individual level
are self-efficacy, hope, optimism, restoring force which received much
interest from many researchers(Bandura, 1997; Luthans & Jensen,
2002; Luthans et al., 2007; Snyder, 2000), but there is effort to integrate these four variables into one superior concept(Luthans et al.,
2007; Stajkovic, 2006) because they are all related to cognitive condition for work, goal achievement and tendency of motivation that
form of positive contribution on result variable is similar. This study
selects positive psychological capital as an integrated superior concept
1 There are not showed the hypothesis of mediating effect of
LMX(H7,H8) and MMX(H9,H10)
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to establish structural research models and hypotheses of the influence
of positive psychological capital of small and medium company members on innovative work behavior, and the influence of LMX and
MMX in these relations.

3. Results
To conduct this study, a survey was carried out SEM members of
the Seoul and Metropolitan Area. A total of 373 valid questionnaires
were collected and utilized for analysis. Frequency analysis, descriptive statistic analysis, correlation analysis, simple regression analysis,
multiple regression analysis, 3-step mediated regression analysis(Baron
& Kenny,1986), and structured equation modeling(SEM) for path
analysis were conducted using SPSS 19.0 and AMOS 19.0.
To find out if measurement items are internally consistent, reliability was verified using Cronbach α. Nunnally(1978) argued that if
Cronbach α is over 0.7, it is considered reliable. In this respect, the
reliability of variables in this study was found to be 0.871~0.913. As
a result of confirmatory factor analysis to verify validity of variables,
all variables' AVE are over than 0.5 to confirm validity.
The demographic variables were controlled such as gender, age
and continuous service year for the verification of the direct effect
and the regression analysis was performed. According to its result,
positive psychological capital had statistically significantly positive influence upon LMX(β = 0.344, p<.01), and MMX(β = 0.378, p<.01),
respectively. Therefore, hypothesis 1 and hypothesis 2 was adopted.
LMX had statistically significantly positive influence upon life satisfaction(β = 0.399, p<.01), and innovative work behavior(β = 0.283,
p<.01), respectively. Therefore, hypothesis 3 and hypothesis 4 was
adopted. Also, MMX had statistically significantly positive influence
upon life satisfaction(β = 0.392, p<.01), and innovative work behavior
(β = 0.246, p<.01), respectively. Therefore, hypothesis 5 and hypothesis 6 was adopted, too.
Multiple regression analysis was done with control of same demographic variables to verify which factor such as LMX and MMX had
more significant influence upon life satisfaction and innovative work
behavior, in order to LMX(β = 0.296, p<.01) and MMX(β = 0.280,
p<.01) had significantly positive influence upon life satisfaction. Also,
in order to LMX(β = 0.224, p<.01) and MMX(β = 0.162, p<.01) had
significantly positive influence upon innovative work behavior.
The result of the 3 step mediated regression analysis proposed by
Baron & Kenny(1986) was performed among the independent variables for the verification of the LMX and MMX's mediation effect has
been presented in <Table 4>. LMX was partial mediated between
positive psychological capital and life satisfaction, and innovative
work behavior, respectively. However, MMX was only partial mediated between positive psychological capital and life satisfaction.
Therefore, hypothesis 7, hypothesis 8 and hypothesis 9 was supported,
respectively. However hypothesis 10 was not supported.
And, path analysis was performed for which path affected among
variables showed in <Figure 2>.
The verification result is as follows: The effect of positive psychological capital on LMX(γ = .352, p<.001) and MMX(γ = .398, p<.001)

was statistically significant, respectively. And, the effect of LMX on
life satisfaction(γ = .305, p<.001) and innovative work behavior(γ =
.246, p<.001) was statistically significant, respectively. Also, the effect
of MMX on life satisfaction(γ = .293, p<.001) and innovative work
behavior(γ = .199, p<.001) was statistically significant, respectively.

4. Conclusion
This study aimed to check the influence of positive psychology
capital of workers by setting innovative work behavior as important
personal factors to gain competitiveness in small and middle company
aspect. Also, the influence of LMS and MMX in this relation was
checked to search clues for the direction of small and middle company leaders and members to put effort in.
As result of analysis, the following implications were deducted.
First, it was confirmed that positive psychological capital of workers has statistically significant influence on LMX, MMX, and IWB.
Especially, it was confirmed that positive psychological capital has
most influence on innovative work behavior of workers. This result
implies that various strategies can be used by small and medium
businesses. This is because positive psychological capital is not only
a superior core factor composed of multi-dimensional factors such as
self-efficacy, hope, recuperative power, and optimism(Bandura, 1997;
Luthans et al., 2007; Snyder, 2000), but also can have state-lie
change by learning or training. Therefore as Luthans et al.(2007) restricted, high goal must be set, difficult work should be voluntarily
chosen, and support must be given for self motivation in which firm
and personal effort is required to enhance self-efficacy of members.
Also, giving hope to members will also become a very important
strategy by giving clarity in task execution and goal establishment,
establishing realizable plans, and fulfilling goals. Optimism is strong
belief that various difficulties and failures will become ultimately better in the future(Seligman, 1998) that small and medium company
leaders must put effort in giving confidence to member that current
situations will become much better in the future. According to
Luthans et al.(2004), recuperative power does not mean going back to
the past condition, but means higher level by finding meaning of values of life and higher results than before. In this aspect, it is implied
that effort such as participating and sharing information on various
situations occurring in small and medium businesses can become significant factors in overcoming current difficulties or failures.
Second, it could be known that LMX and MMX has similar influence in satisfaction of life of workers and that satisfaction of life and
innovative work behavior are different in dimensions Therefore various systems that can improve positive relations between members
along with leaders should be built to increase satisfaction of life of
workers. Especially in case of small of medium company leaders, it
is implied that much effort is needed for organizations not to be divided into in-groups and out-groups.
Third, it was known that workers must enhance their own positive
psychological capital to increase satisfaction of life and that the relation with leaders and members must be positively maintained·developed. However to enhance innovative work behavior, pos-
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itive psychological capital of workers is very important as it has
much influence on the relation with leaders, but it must be known
that positive relation with colleagues does not have influence on innovative work behavior. This means that positive relation between
colleagues has high possibility to be restricted to personal relations.
Therefore, firms should put effort in linking enhancement of positive
relation between colleagues with circle activities and production.
General limitations of this study were not proposed.
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on Innovative Work Behaviors: Path Analysis using Multidimensional Job
Characteristics
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2

2. Research Design, Data, and Methodology

Abstract
First, the path analysis result showed that leader-member exchange(LMX) and autonomy didn't have statistically significant effects
on task significance(γ = .07, n.s) and innovative work behaviors(γ =
.03, n.s), respectively. Second, it was found that self-efficacy(γ = .28,
p<.001) had the biggest positive effect on skill variety and it was
followed by collective efficacy(γ = .18, p<.001) and LMX(γ = .18,
p<.001). This result reveals that it is very important to enhance
self-efficacy and collective efficacy for reinforcing task capabilities of
small enterprise members. Third, task significance(γ = .20, p<.001) had
the biggest positive effect on the improvement in innovative work behaviors and it was followed by task identity(γ = .18, p<.01), feedback
(γ = .15, p<.01) and skill variety(γ = .14, p<.05).
Keywords: Members in Self, Leader Relationships, Innovative Work
Behaviors.

In this study we investigated 9 variables. Specifically, we measured
24 item of self-efficacy based on Bandura(1977) using Likert 5-point
scales, and 7 item of leader-member exchange(LMX) based on Graen
& Uhl-Bein(1995). And we measured 7 item of collective-efficacy
based on Riggs & Knight(1994) using Likert 7-point scales, each 5
item of job characteristics such as skill variety, task identity, task significance, autonomy and feedback based on Hackman & Oldham(1976)
using Likert 5-point scales. And innovative work behavior was measured 4 item, likert 5-point scale based on Soctt & Bruse(1994),
Janssen(2003) and Klysen & Street(2001). All variables were converted
into z-score to make correction of difference of the scales.
To conduct this study, a survey was carried out SEM members of
the Seoul and Metropolitan Area.1 A total of 305 valid questionnaires
were collected and utilized for analysis. Frequency analysis, descriptive statistic analysis, correlation analysis, and structured equation
modeling(SEM) for path analysis were conducted using SPSS 19.0
and AMOS 19.0.

1. introduction
This study is focused on discovering the factors to promote innovative work behaviors. To put it concretely, this study defines employee's belief in self as self-efficacy, the factor related to the relationship with leaders as a leader-member exchange(LMX) and a belief
in a group as collective efficacy and analyzes these effects on innovative work behaviors. Moreover, this study aims to see the influences of skill variety, task identity, task significance, autonomy and
feedback which were presented in the Job Characteristic Model of
Hackman & Oldham(1976) as characteristics to face in work situations of small company employees, on the relationship between antecedent variables and dependent variables.

note) LMX: Leader-member exchange, IWB: Innovative work behavior
<Figure 1> Research Model
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To find out if measurement items are internally consistent, reliability was verified using Cronbach α. Nunnally(1978) argued that if
Cronbach α is over 0.7, it is considered reliable. In this respect, the
reliability of variables in this study was found to be 0.807~0.939. As
a result of confirmatory factor analysis to verify feasibility of variables, LMX, collective-efficacy, skill variety, autonomy, feedback and
1 We have conducted a joint study with Park(2014).
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innovative work behavior except self-efficacy, task identity, and task
significance was less than 0.5 to confirm validity by comparing between coefficient of determination of R-square and AVE, respectively.

3. Results
The path analysis for the verification of the hypothesis was presented in <Figure 4> and <Table 4>. According to the verification
result of the suitability of this model, the values were χ2 = 716.823,
d.f = 16, p = .000, GFI = .590, AGFI = -.153, NFI = .535 and
RMR = .536 etc and they did not reach each suitability index
proposed.

tive efficacy(γ = .18, p<.001) and LMX(γ = .18, p<.001). This result
reveals that it is very important to enhance self-efficacy and collective efficacy for reinforcing task capabilities of small enterprise
members. Small enterprise leaders should support group members to
improve task capabilities through policy and strategical approach to
this field, since self-efficacy and collective efficacy can be enhanced
through achievement experience, vicarious learning, linguistic persuasion and emotional excitement(Prussia & Kinicki, 1996).
Third, task significance(γ = .20, p<.001) had the biggest positive effect on the improvement in innovative work behaviors and it was followed by task identity(γ = .18, p<.01), feedback(γ = .15, p<.01) and
skill variety(γ = .14, p<.05). This demonstrates that small enterprise
leaders have to help in recognizing significance of their tasks and establishing task identity and construct a task structure for offering aggressive feedback on tasks and experiencing various tasks.

References

note) * p<.05, ** p<.01, *** p<.001
<Figure 2> Results of Path Analysis
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follows.
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An Impact of Awareness of Sincere Mind of Leader and Exchange Relationship
with Leader on Psychological Ownership and Organizational Commitment : Path
Analysis Utilizing Multidimensional Trust
Hoe-Chang Yang*

2

Abstract
his study intended to identify how resilience and character strength
among members are influenced instability would have a negative impact on job satisfaction and psychological wellbeing. This study hypothesizes that employment instability will have negative effect on resilience and character strength, but resilience and character strength
will have positive effect on job satisfaction and psychological
well-being. A total of 150 valid questionnaires were collected and utilized for analysis. Employment instability was found to have a negative impact on not only job satisfaction and psychological wellbeing
but also members' resilience and character strength. This result suggests that along with the necessity of strategic approach at the corporate dimension that enterprises acknowledge members' failure and support them in job situations, and to create a positive atmosphere, give
interest in jobs, establish empowerment and positive organizational
culture to obtain various systems and self-determination ability for enhancing self-esteem and vigor in order to reinforce character strength.

edge-based trust, and identification-based trust and identified the influential relationship between psychological ownership and organizational
commitment adopted as variables for members’ awareness of leader
and organizational effectiveness. Such findings will become evidence
to check if the perspectives of members these days have changed
compared to the past and are expected to provide indirect clues to
the effectiveness of traditional HR strategy that was implemented by
leaders in managing members.

2. Research Design, Data, and Methodology

Keywords: Perceived Employment Instability, Psychological Wellbeing, Job Satisfaction, Resilience, Character Strength.
Note) LMX: Leader-member exchange

1. Introduction
This study aims to identify two big situations. First, by paying attention to the positive reliance on the simplified organizational structure, one of the strengths of small- and medium-sized enterprises and
the characteristics of the manager him/herself, it aimed to identify the
impact of members’ awareness of sincere mind of leader and leader-member exchange relationship(LMX) on psychological ownership
and organizational commitment. This is expected to find which factors
would be more important by comparison of leader-member exchanging degree discussed in leadership theory with the recently highlighted
authentic leadership. Therefore, the findings from this study are expected to provide a clue to how the leaders of small- and medium-sized companies should be shown to members. In addition, this
study classified the trust reported to have an important influence on
organizational performance so far into calculation- based trust, knowlst

* 1 Author, Assistant Professor, Dept. of Distribution management,
Jangan University, e-mail: pricezzang@naver.com

<Figure 1> Research model and Hypotheses

This study expected that awareness of sincere mind of leader and
positive exchange relationship between leader and member would be
an important factor for enhancing members’ psychological ownership
and organizational commitment. This is based on many previous studies(e.g., Avolio & Walumbwa, 2006; Jeong & Kim, 2013; Podsakoff
et al., 1990: Walumbwa et al., 2010, Walumbwa et al., 2011;
Woolley et al., 2011; Yang & Lee, 2009, 2010; Yang et al., 2014;
Yukl, 1994) that positive exchange relationship between leadership
and leader enhances organizational effectiveness. Furthermore, the relationship between trust and leadership can be explained by social exchange theory(Blau, 1964), reciprocity norm(Gouldner, 1960), and relational discrepancy theory(Robins & Boldero, 2003). On the other
hand, awareness of sincere mind of leader and positive exchange relationship with leader may be influenced by trust as well as relationship between psychological ownership and organizational commitment
and given Lewicki & Bunker(1996)’s 3-step trust model, are likely to
have the most influence on identification-based trust in general. It’s
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because from the relational discrepancy theory, if the conformity degree between the real self and the ideal self in the relationship between leader and members, a high level of intimacy, trust, and goal
consistency can be expected (Robins & Boldero, 2003).

3. Results
The demographic variables were controlled such as gender, marital
status, age and continuous service year for the verification of the direct effect and the regression analysis was performed.
According to its result, authentic leadership had statistically significantly positive influence upon calculus-based trust(β = .640, p<.01),
knowledge-based trust(β = .628, p<.01) and identification-based trust(β
= .701, p<.01), respectively. Therefore, hypothesis 1, hypothesis 2, and
hypothesis 3 was adopted.
LMX had statistically significantly positive influence upon calculus-based trust(β = .363, p<.01), knowledge-based trust(β = .267, p<.01)
and identification-based trust(β = .337, p<.01), respectively. Therefore,
hypothesis 4, hypothesis 5, and hypothesis 6 was adopted.
Calculus-based trust had statistically significantly positive influence
upon psychological ownership(β = .550, p<.01) and organizational
commitment(β = .403, p<.01), respectively. Knowledge-based trust had
positive influence upon psychological ownership(β = .439, p<.01) and
organizational commitment(β = .362, p<.01), respectively. And
Identification -based trust had positive influence upon psychological
ownership(β = .500, p<.01) and organizational commitment(β = .339,
p<.01), respectively. Therefore, hypothesis 7 to hypothesis 12 was all
adopted, respectively.
Psychological ownership had statistically significantly positive influence upon organizational commitment(β = .493, p<.01). Therefore, hypothesis 13 was adopted.
And, path analysis was performed for which path affected among
variables showed in <Figure 2>.

LMX had a positive impact on each factor of trust, each factor of
trust had a positive impact on psychological ownership and organizational commitment, and psychological ownership had a positive impact on organizational commitment. This result suggests that the leaders at the small- and medium-size companies should try to make
members recognize their sincere mind through self-awareness and
self-regulation and keep trying to achieve a positive relationship with
members. It also suggests that leaders should make efforts to improve
trust between members and establish various strategies to enable
members to have an ownership.
Furthermore, as presented in Lewicki & Bunker (1996)’s 3-step
trust model, trust was found to have been developed influencing each
other by dimension. From this perspective, trust recognized by members in each dimension can be said as an important factor. Therefore,
it is suggested that continuous trust formation should be achieved for
giving economic benefits to members, information should be provided
actively, and efforts for identification should be continued through
various activities based on mutual understanding.
However, from the relational discrepancy theory, if the conformity
degree between the real self and the ideal self is high in the relationship between leader and members, a higher level of intimacy, trust,
and goal consistency can be expected. This is why it is expected that
identification-based trust will have an effect on psychological ownership and organizational commitment. Regarding this expectation, the
findings from the path analysis suggested that this should be interpreted carefully, showing rather different results. In other words,
identification-based trust enhances organizational commitment through
psychological ownership rather than having a direct impact on organizational commitment. Therefore, it is necessary to re-examine the traditional HR strategy that has been implemented in managing members
by leaders at the small- and medium-sized companies until now. It’s
because up to recently, small- and medium-sized companies tried to
obtain identification-based trust by members for various reasons including poor management environment, but as shown in this study,
members raised their psychological ownership and organizational commitment directly through calculation-based trust rather than identification-based trust and had a positive impact on organizational commitment through knowledge-based trust, whereas identification-based
trust required the role of psychological ownership. Therefore, it can
be found that the leaders at the small- and medium-sized companies
need to make various efforts to encourage members to recognize tangible and intangible sense of ownership by distributing profits from
the outcome of their labor actively as well as performing their tasks.
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Effects of Job Stress on Self-Esteem, Job Satisfaction and Turnover Intention: The
Moderating Effects of Turnover Experience of Call Center Inbound Female Counselors
Young-Chul Lee*, Yoon-Hwang Ju**, Hoe-Chang Yang***

1

Abstract
This study is focused on inbound call center female counselors
who easily exposed to emotional labor when customers express anger,
hostility and swear words towards invisible targets on the phone. This
study aims to see the effects of job stress on job satisfaction and
turnover intention, and mediating effect of self-esteem and moderating
effect of turnover experience. Total of 244 valid questionnaire were
collected. Job stress has significantly negative effect on job satisfaction and self-esteem, respectively. Self-esteem has significantly
positive effect on job satisfaction. Job satisfaction has significantly
negative effect on turnover intention. It was showned that self-esteem
has partially mediating effect, and turnover experience had a moderating effect, too. It is required to shed new light on the roles of
self-esteem among determinants of job satisfaction. the moderating effect verification result of turnover experience means it is a problem
that call centers have regarded turnover of counselors as natural, calling this sacrificial HR strategy.

attention. In reality, many companies are concentrating on system development to maximize the amount of calls and minimize expenses
for obtaining high cost-efficiency and designing jobs to provide
against frequent turnover, recognizing counselors as alternative parts
all the time(Batt & Moynihan, 20022; Mahesh & Kasturi, 2006,
Wallace et al., 2000).
Therefore, this study aims to see the effects of job stress of call
center counselors in job situations on job satisfaction and turnover
intention. The turnover rate in call centers is considerably higher than
in other businesses, and it is anticipated that understanding the role
of turnover experience between related variables will help in verifying
whether call center's 'sacrificial HR strategy', defined by Wallace et
al.(2000), is effective.

2. Research Model & Hypotheses
On the basis of the preceding studies above, research models and
hypotheses were established as follows.

Keywords: Job Stress, Self-esteem, Job satisfaction, Turnover intention, turnover experience.

1. Introduction
This study is focused on inbound call center female counselors
who provide services by the medium of telephones, since most call
center counselors are women, and they are easily exposed to emotional labor when customers express anger, hostility and swear words
towards invisible targets on the phone(Choi et al., 2009). Besides, it
is known that service call center employees are under a lot of job
stress, since as core organizations to attract and maintain customers at
moments of truth(Nederlof & Anton, 2002), most service call centers
are focused on cost-effective management like service factories
(Mahesh & Kasturi, 2006), even though employees need a lot of
st
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st
** 2 Author, Assistant Professor, Dept. of Distribution management in
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Note) There are not showed the hypothesis of mediating effect of
Self-esteem(H6, H7, H8) and not presented the hypothesis of
moderating effect of Turnover experience(H9~H14).
<Figure 1> Research Model

In this study we investigated 4 variables as follow: Job stress was
measured 8 items Likert 7-point scale based on Rizzo et al.(1970).
Self-esteem was measured by Rosenberg Self-esteem Scale(RSE) 10
items Likert 5-point Scale based on Rosenberg (1965). Job satisfaction was measured 25 items, Likert 7-point scale based on
Scarpello & Campbell(1983). And Turnover was measured 4 items
Likert 5-point Scale based on Becker(1992). All variables were converted into z-score to make correction of difference of the scales.
To conduct this study, a survey was carried out Female inbound
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call center consultant of the Seoul. Total of 244 valid questionnaire
were collected and utilized for analysis. Frequency analysis, descriptive statistic analysis, correlation analysis, 3-step mediated regression
analysis and structured equation modeling(SEM) for path analysis
were conducted using SPSS 19.0 and AMOS 19.0.
To find out if measurement items are internally consistent, reliability was verified using Cronbach α. Nunally(1978) argued that if
Cronbach α is over 0.7, it is considered reliable. In this respect, the
reliability of variables in this study was found to be 0.760~0.943. As
a result of confirmatory factor analysis to verify feasibility of variables, all variables are expected to ensure the validity except job satisfaction was less than 0.5 to confirm validity by comparing between
coefficient of determination of R-square and AVE, respectively.

3. Results
The directional nature and possible causal relationship between variables were identified through confirmatory factor analysis and the results from correlation analysis which was carried out to identify the
validity of variables whose validity was not identified were presented
in <Table 3>. The correlation analysis result showed that the relationship between job stress and turnover intention(r = -.067, n.s), and between self-esteem and turnover intention(r = -.078, n.s) was not statistically significant. This finding is somewhat different from the preceding studies, so a careful approach is needed for an interpretation.
The demographic variables such as marital status, age, continuous
service year, and turnover experience which are expected to affect according to the corelation analysis was performed, and regression analysis was performed to verify the direct effect hypothesis and the result is as follows. Job stress has statistically significant negative effect
on job satisfaction(β = -.216, p<.01), and self-esteem(β = -.287, p<.01),
respectively. However, job stress(β = -.090, p=.150) did not have statistically significant effect on turnover intention. Therefore, hypothesis
1 and hypothesis 2 was supported, but hypothesis 3 was not
supported. Self-esteem(β = .210, p<.01) has statistically significant positive effect on job satisfaction. However, self-esteem(β = -.062, p=.320)
did not have statistically significant effect on turnover intention.
Therefore, hypothesis 4 was supported, but hypothesis 5 was not
supported. Job satisfaction(β = -.418, p<.01) has statistically significant
negative effect on turnover intention. Therefore, hypothesis 6 was
supported.
In order to verify the moderating effects of turnover experience,
the cases with turnover experience were coded to be dummy variable
1 and an interaction term with antecedents of each path was constructed for multiple regression analysis. As the result, it was found
that turnover experience had a statistically significant positive moderating effect on the relationship between job stress and turnover intention(See <Table 1>). Also, turnover experience(β = -.169, p=.064)
had a marginally significant effect on the relationship between job
satisfaction and turnover intention, as well.

<Table 1> Result of Moderation Effect
Step
Step 1
Step 2
Step 3

Independent
Variables
Marital status
age
service year
Job stress
TE_dummy
Job stress*
TE_dummy

β

Sig.

.209
-.119
-.052
-.090
.018

.003
.096
.409
.150
.775

.255

.015

R2

F

.087

7.589***

.095

4.995***

.117

5.251***

Note) *** p<.01 , Dependent variable: turnover intention

4. Conclusion
This study analyzed the influence relationship among job stress,
job satisfaction, self-esteem and turnover intention of counselors
which resulted from emotional labor and control by service companies, the roles of self-esteem in the relationship between job satisfaction and turnover intention of counselors who were negatively affected by job stress, presented in the preceding studies and the roles
of turnover experience in each path, and obtained some implications
as follows.
First, as presented in the preceding studies, job stress was found
to lessen job satisfaction. This result implies that job stress is a considerable burden on counselors, and call centers need to devise various plans to cut job stress. The analysis result that job stress didn't
increase a turnover intention and self-esteem didn't lessen a turnover
intention, is little different from the preceding studies. However, this
result is enough to understand the circumstances of counselors working in call centers in Korea, reported by media. It was found that
why "the call center counselors to be beaten", reported by recent media, are trying to maintain their jobs, being treated as less than human, is because of wages helpful for a living. It can be interpreted
that this speaks for the circumstances of Korean women who have to
find jobs to maintain households, because spouses lost jobs for restructuring, or employment is socially unstable, with an economic
slump. There is a need to interpretate the relationship between self-esteem and turnover intention in the same context..
Second, as shown in the preceding studies, job satisfaction contributed to the reduction of turnover intention. Therefore, there is a
need to devise plans to improve job satisfaction of members by considering and examining determinants of leadership, organization culture, job characteristics and organization characteristics, presented by
many studies.
Third, it is required to shed new light on the roles of self-esteem
among determinants of job satisfaction. Self-esteem can be improved
through an assessment of other person, a social comparison and
self-attribution(Rosenberg, 1965), so there is a need to enhance
self-esteem of counselors by carrying out training for improving
self-esteem and providing information, actively.
Fourth, the moderating effect verification result of turnover experience means it is a problem that call centers have regarded turnover
of counselors as natural, calling this sacrificial HR strategy. That is
to say, counselors with turnover experience would have a high turn-
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over intention, regardless of the company situations when they are
exposed to slight job stress and there is a high possibility that companies might reach the limit of manpower management, in the end.
Also, the negative effect of counselors' turnover experience on the
relationship between job satisfaction and turnover intention needs to
be interpreted in the same context, though it was not statistically
significant. In conclusion, it is anticipated that recent efforts of companies to cut down turnover of counselors are proper strategies and
would bring a sufficient effect.
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A Study on the Effect of the Involvement and Affect Intensity on the Purchase
Intention of the Music Goods : Focusing on Plagiarism Suspicion
Jin-Wan Jo*, Young-Chul Kim**, Jong-Ho Lee***

1

2. Literature review

Abstract
This study is intended to examine how the consumers' purchase intention on the record, online music which are the representative
goods of the music industry is influenced according to the involvement and intensity of sensitivity. Especially the change of the purchase intention following the plagiarism suspicion of the music goods
to buy was measured intensively. To test the proposed hypotheses,
the first survey and the second survey were carried out. Plagiarism
suspicion appeared to have the moderating effect to the purchase
intention. The standard and tool to apprehend how the music goods
purchase intention changes and to judge exactly whether they were
plagiarized for the development of the music industry should be arranged through this study result.
Keywords: Plagiarism Suspicion, Purchase Intention, Music Goods.

1. Introduction
Recently, music consumption has changed from record centered to
online sound source centered(Yoo, 2005). Meanwhile problems came
up while music market has changed into online sound source centered
market. Even though development, plagiarism suspicion arises without
cease as composers and customers come to be able to easily access
various music.
Plagiarism suspicion is dispelled by ‘copyright violation lawsuit’ or
‘damage suit’ in Korea. These suits are the only ways to distinguish
plagiarism. However it takes long time to distinguish because of performers and copyright holders are damaged a lot. Therefore this study
find out which characteristics of customers affect their purchase intention of the music goods and focus on how their purchase intention
of the music goods changes according to plagiarism suspicion.
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2.1. Plagiarism Suspicion
Plagiarism conforms to crime subject to victim's complaint in
Korea. Therefore, if an original copyright holder does not sue, legal
limitation cannot be applied fully and everything is handled at the
level of plagiarism suspicion. From 1957 when the Copyright Act
was established until now, only 3 songs were condemned as plagiarism even though many songs had plagiarism suspicion(Jo et al.,
2014). Additionally if someone claims that a song is suspected of
plagiarism and public opinion is formed for the song, the song is
known to have plagiarism suspicion.

2.2. Involvement
Antil (1984) said that involvement is perceived importance or level
of interest which individuals feel for stimulation of particular situation
or a product. Involvement is an important factor to control customer’s
information search desire and management ability(Zaichkowsky, 1985).
Involvement is also subjective and its level is different individually
since individuals have different meaning to the same object. Thus involvement is expected to affect customer’s music goods purchase. In
this study, involvement is defined as a level of interest in music and
importance of music in daily life.

2.3. Affect Intensity
Larsen (1987) defined affect intensity as strength of intensity
which individuals have for reaction to stimulation and developed a
tool for affect intensity measurement(AIM). Preceding studies related
to affect intensity and music show that higher affect intensity are
more affected by music. The experiment where people are divided into a musician group and a non-musician group shows significant result like this(Lechmann, 1997; Lesiuk, 2005; Kwon & Bea, 2013).
This affect intensity is expected to significantly affect purchase of
culture contents such as a music goods. Thus this study defines affect
intensity as level of individual emotion for a stimulus or a product.

3. Methodology
Research model is equal to <Figure 1> below. The hypothesis of
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this study is as follows.

<Figure 1> Research Model

H1. Involvement will have a positive effect on a consumer`s purchase intention of music goods.
H2. Affect Intensity will have a positive effect on a consumer`s
purchase intention of music goods.
H3. Purchase intention of the music goods will be different before
plagiarism suspicion and after.
To test the proposed hypotheses, the first survey and the second
survey were carried out. In the beginning, the first survey was carried
out with questionnaires for involvement and affect intensity which are
customer’s characteristic. Then ‘One more time’ of the original sound
track of ‘suspicious girl’ was played and purchase intention for this
music goods were measured.
It was explained that ‘One more time’ which had been played in
the first survey suffered discredit to plagiarize ‘ready get set go’
which is Peppertones’s song and the second survey was carried out.
In the second survey, ‘One more time’ and ‘ready get set go’ which
is Peppertones’s song were played and comparison video for parts
which have plagiarism suspicion was played. Then purchase intention
were measured.

4. Results
In this study results, reliability of all the measurement items was
greater than 0.6(involvement : Cronbach's α = 0.857, affect intensity :
Cronbach's α = 0.901, purchase intention : Cronbach's α = 0.909).
Therefore this study is considered to be reliable since all reliabilities
of this study were measured to be greater than 0.7. In addition suitability of measurement model showed acceptable level(χ2=73.633,
df=24, p=.000, CMIN/DF=3.068, GFI=.910, AGFI=.831, NFI=.921,
IFI=.945, CFI=.945, RMSEA=.093).
<Table 1> shows summary of hypothesis verification result.
First before plagiarism suspicion was known about(First survey),
hypothesis(H1) on involvement, purchase intention of the music
goods(C.R. = 3.243, p = 0.001) was accepted. However it was rejected(C.R. = 0.784, p = 0.433) after plagiarism suspicion was known
about (Second survey). It means that as a customer’s characteristic,
involvement, becomes higher, purchase intention becomes high before
plagiarism suspicion but after plagiarism suspicion, purchase intention

are hindered.
Second, before plagiarism suspicion was known about(First survey)
hypothesis(H2) on affect intensity, purchase intention of the music
goods(C.R. = 0.113, p = 0.910) was rejected. Additionally even
Second survey was rejected(C.R. = 0.780, p = 0.435). It means that
a affect intensity does not affect significantly purchase intention of
the music goods.
Lastly it is shown that C.R value changes for all the items of hypothesis on difference of purchase intention of the music goods between before plagiarism suspicion and after plagiarism suspicion but
only hypothesis 1 showed significant difference. Thus hypothesis 3
was partially adopted.
<Table 1> Hypothesis Verification Result
Hypothesis
H1. Involvement →
Purchase Intention
H2. Affect Intensity
→ Purchase Intention

First survey
Second survey
p-Value Result C.R. p-Value Result
accept
3.243
0.001
0.784
0.433 reject
ed
C.R.

0.113

0.910

reject

0.780

0.435

reject

5. Conclusions
The followings are suggested based on hypothesis verification result of this study.
Plagiarism suspicion for a song arises, negative perception for the
song is created among its customers. Thus even though its customers
have high involvement, their purchase intention become low. Thus
standard and tool to distinguish plagiarism should be provided immediately besides legal proceedings since purchase intention for an online sound source becomes lower and damage of property occurs during ‘copyright violation lawsuit’ or ‘damage suit’ for the online
sound source after being suspicioned with plagiarism.
The limitations of this study are as follows. This study was carried
out in the situation that there were not enough preceeding researches
on both of purchase intention for online sound source and plagiarism.
This study was proceeded at an acceptable level since suitability of
study model turned out to be a little bit low. Thus following studies
need to build more precise study model by collection more materials.
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A Study on the Effects of O2O Characteristics on Attractiveness, Trust and Users`
Intention: Focused on Food Service Industry between Korea and China
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1

Abstract
This study attempted to elicit the attributes of O2O from the perspective of consumers and suggest some directions from the results.
This study was conducted to meet the goals with theoretical research
and empirical ones. Total 464 samples were collected by survey for a
month. Excluding 42 Insincerity or incomplete samples, 420 samples
（Korean 210 samples and Chinese 210 samples) were used for
analysis. The result of the study model verification is below. Firstly,
all of the characteristics of O2O have positive effect on attractiveness.
Secondly, all of the characteristics of O2O have positive effect on
trust, except for the ease of use. Thirdly, the attractiveness and trust
have positive effect on users` intention. Lastly, the characteristics of
O2O have significant difference in attractiveness and trust according
to South Korean and Chinese users. The results of this study presented the strategic implications for operators in O2O area. The findings are as follows. Namely, It proved that ease of use, interaction,
price, entertainment, safety and experience are the major characteristics of O2O. With research model and hypotheses by using the attractiveness and trust as mediators, users` intention is the dependent
variable, and Korean and Chinese users are moderator.
Keywords: E-Commerce, O2O, O2O Characteristics, Attractiveness,
Trust, Users` Intention.

1. Introduction

which there were 485,000,000 people are using the Internet. China
had been the high light of the world since the economic reformed
and opened in 1978. The growth of the economy and the Internet in
China raised the concern of the world about its online market (Zhang
et. al., 2013).
Mobile internet will be the center of e-commerce and the service
will switch from PC to mobile. Mobile internet will induce the
change of business model and the reconstruction of the whole industry chain. O2O could combine the online virtual economy and real
economy, which is the direction of the mobile internet and the mobile commerce.
This study is about the effect of characteristics of O2O on attractiveness, trust and users` intention. Based on the related researches,
this study is considering in different aspects to draw the characteristics (ease of use, interaction, price, entertainment, safety and experience) of O2O. According to the analysis of the survey, it finds out
the characteristics which have influence on attractiveness, trust and
users` intention; in addition, the survey analyses the differences between South Korean and Chinese users.. The results of this study
presented the strategic implications for operators in O2O area.

2. Theoretical Background
O2O is a new business mode combining the online shopping and
the front line transactions. The business mode is particularly suitable
to consumer goods and services, such as food and beverage, fitness,
movies and beauty salon(Sun et. al., 2014).
<Table 1> Characteristics of O2O

Online to Offline (O2O), a new model of e-commerce, has been
gradually recognized and accepted by consumers. O2O is to bring
consumers online to the real store, which means that consumers make
payment online of the goods as well as the service, and then get the
goods and the service offline.
As a new business model, O2O promotes the development of
e-business of the traditional manufacture enterprise and service firm;
furthermore, it enhances the competitiveness of e-commerce platform
and extends the traditional e-commerce platform (Ji et. al, 2013).
O2O is developing rapidly in both developed countries and China.
Until June 2011, the population of China had been 1.37 billion, in
* Professor, Namseoul University, China, xiangyu0714@naver.com
** Professor, Kongju National University, Korea, leejh@kongju.ac.kr

researcher
Smith(2007)
Sun et. al.(2012)
Zhang et.al.(2013)

characteristics of O2O
Identity, Presence, Relationships,
Conversation, Sharing
reputation, price and ease of use,
entertainment
promptness, convenience, conversation,
entertainment

Pfeil et. al.(2009)

Interest, Communication, Relationships

Kaveri et. al.(2008)

Interconnection, Communication

Kim(2011)

Relationships, Communication, Interaction

Kang，et. al.(2011)

Serviceability, Easiness, Entertainment

In this study, the characteristics of O2O (ease of use, interaction,
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price, entertainment and safety) are drawn through the common characteristics of social media, SNS and e-commerce (Table 1). This
study adds one more unique characteristic which is the experience of
O2O. So the total 6 characteristics of O2O were used in this study.

following study hypotheses.
H1: Characteristics of O2O will have a positive influences on
attractiveness.
H2: Characteristics of O2O will have a positive influences on
trust.
H3: Attractiveness will have positive influences on users` intention.
H4: Trust will have a positive influences on users` intention.
H5: Characteristics of O2O will have a difference of influences in
Korean and Chinese user.

3. Research Model
3.1. Model

3.3. Data Collection
Total 464 samples were collected by survey for a month.
Excluding 42 Insincerity or incomplete samples, 420 samples（Korean
210 samples and Chinese 210 samples) were used for analysis.

4. Empirical Analysis

<Figure 1> Research model

This study deduced six O2O characteristics (ease of use, interaction, price, entertainment, safety and experiential) which influenced
attractiveness, trust and users` intention. and Korea and China user as
moderator. The Research model was shown below or in figure 1.

3.2. Hypotheses

The empirical analysis is used by PASW Statistics 21.0 and
AMOS 21.0 for statistical analysis of the questionnaire recovery.
In order to increase the goodness of fit of measurement model, it
deleted the items V1, V5, V10, V14, V22, V23, V27, V28, V31,
V35, and the result is Ｘ²=814.541(p=0.000, df=392), GFI=0.883,
AGFI=0.848, NFI=0.948, IFI=0.966, CFI=0.966, RMSEA=0.065. In
this study the goodness of fit is satisfied if the value of GFI is more
than 0.85, AGFI is more than 0.8, NFI is more than 0.9, CFI is
more than 0.9, RMSEA is less than 0.1.

Based on the above study model, this work tries to examine the

<Table 2> Results of Hypothesis Testing
Hypothesis

Estimate

t-value

Result

H1-1: ease of use→attractiveness

.225

4.478

accepted

H1-2: interaction→attractiveness

.126

2.616

accepted

H1-3: price→attractiveness

.445

7.982

accepted

H1-4: entertainment→attractiveness

.140

3.113

accepted

H1-5: safety→attractiveness

.176

4.009

accepted

H1-6: experiential→attractiveness

.096

2.889

accepted

H2-1: ease of use→trust

.050

1.029

rejected

H2-2: interaction→trust

.330

6.935

accepted

H2-3: price→trust

.109

2.529

accepted

H2-4: entertainment→trust

.366

6.801

accepted

H2-5: safety→trust

.190

4.479

accepted

H2-6: experiential→trust

.073

2.278

accepted

H3: attractiveness→users` intention

.152

2.008

accepted

H4: trust→users` intention

.568

9.161

accepted

*Notes: *** p<.001
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<Table 3> Results of the differences between South Korean and Chinese users
Hypothesis

Korea

China

Estimate

t-value

Result

Estimate

t-value

Result

H1-1: ease of use→attractiveness

.237

3.278

accepted

.214

3.251

accepted

H1-2: interaction→attractiveness

.229

3.447

accepted

.222

3.396

accepted

H1-3: price→attractiveness

.524

6.896

accepted

.502

7.989

accepted

H1-4: entertainment→attractiveness

.174

2.901

accepted

.435

5.641

accepted

H1-5: safety→attractiveness

.097

1.251

rejected

.159

2.817

accepted

H1-6: experiential→attractiveness

.101

2.281

accepted

.214

3.080

accepted

H2-1: ease of use→trust

.078

.086

rejected

.058

1.209

rejected

H2-2: interaction→trust

.382

4.711

accepted

.343

4.950

accepted

H2-3: price→trust

.454

5.031

accepted

.036

.716

rejected

H2-4: entertainment→trust

.050

.699

rejected

.320

3.961

accepted

H2-5: safety→trust

.199

3.078

accepted

.267

4.474

accepted

H2-6: experiential→trust

.159

2.963

accepted

.188

2.825

accepted

H3: attractiveness→users` intention

.462

5.531

accepted

.464

6.376

accepted

H4: trust→users` intention

.507

5.907

accepted

.493

6.651

accepted

*Notes: *** p<.001

5. Conclusions
This study is based on the results from the previous one. It
proved that ease of use, interaction, price, entertainment, safety and
experience are the major characteristics of O2O. Research model and
hypotheses used the attractiveness and trust as mediator, users` intention is the dependent variable and Korean and Chinese users as
moderators.
The result of the study model verification is below.
Firstly, all of the characteristics of O2O have positive effect on
attractiveness. Secondly, all of the characteristics of O2O have positive effect on trust, except for the ease of use. Thirdly, the attractiveness and trust have positive effect on users` intention. Lastly, the
characteristics of O2O have significant difference in attractiveness and
trust according to Korean and Chinese users. The results of this study
presented the strategic implications for operators in O2O area.
Firstly, all of the characteristics (ease of use, interaction, price, entertainment, safety, experiential) of O2O have positive effect on
attractiveness. Secondly, all of the characteristics of O2O have positive effect on trust, except for the ease of use. Thirdly, the attractiveness and trust has positive effect on users` intention. Lastly, the
characteristics of O2O have significant difference in attractiveness and
trust according to Korean and Chinese users.
The results of this study presented the strategic implications for
operators at O2O area. Firstly, the results of this study can demonstrate that interaction has a positive impact on users` intention. We
need to focus on developing marketing communications system, the
degree of satisfaction can be quickly shown on the system. O2O is
not only a space for commerce, but also a communication platform
between customer and seller. Secondly, price has a positive effect on
the attractiveness of O2O. Therefore, we need providers to offer com-

petitive prices. Thirdly, entertainment and safety have a positive impact on users` intention of O2O. We need to carry out a variety of
sales discounts to attract consumers. The risk perception of consumers
about the O2O is becoming bigger every day. So we have to ensure
product quality and protect personal information. Fourth, experience
has a positive impact on users` intention of O2O. In order to improve customer service, the company needs to bring consumers the
highest experience marketing strategy. Fifthly, O2O should do advertising for existing customers, so they will bring new customers. To
maximize the effect of WOM of existing customers in the SNS, different personal services must be continuously provided. Lastly, in order to boost consumer purchase intention using O2O, for Korean
users, interaction and price aspects must be strengthened. But on the
other hand, Chinese users, entertainment and safety must be further
explored.
The limitation of this research and future trend are as follows.
Firstly, the research object, having shopping experience on O2O,
are the school students. Most of them are 20~30 years. So it can't
fully reflect the other areas. Secondly, the research on O2O was not
enough in advance and only six characteristics were selected for
research. Therefore, on the basis of detailed study in advance, we
need to develop the other characteristics of O2O and make deeper
research.
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A Study on the Persistent Usage of Personal Cloud Storage Service for Mobile
Base: Focusing on the China Market
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1

Abstract
This study focuses on what factors are useful to persistent usage
and to utilize cloud storage for personal mobile services for sustainable development with UTAUT model. This study used a questionnaire survey method to collect data for the users who had ever
used. And 374 questionnaires collected from the survey were analyzed
using statistic programs PAWS Statistics 21 and AMOS 21. The results are as follows: 1. the social influence, accessibility, reaction
speed made positive effects on effort expectancy and performance
expectancy. 2. effort expectancy and performance expectancy showed
positive influences on persistent usage. 3. perceived risk mediates between effort expectancy and persistent usage. Also the same between
performance expectancy and persistent usage. This results presented
the strategic implications for managers at the mobile fashion application area: 1. service providers in the cloud storage service add other
functions to maximize persistent usage. 2. service providers need to
reflect simpler functions including design. 3. service providers should
reinforce the safe and security of the system to strengthen the personal privacy.
Keywords: Personal cloud storage, Perceived Risk, Proximity,
Response Speed, Continuous use Intention, UATUT.

1. Introduction
Cloud storage service CSP (Cloud Service Provider) to save a file
of various types of individual users in the virtual storage space provided, and is available on the network associated with the PC and
mobile device to access the data service as a form of SaaS. In addition, storage space, as well as a variety of simple interface that can
be connected thereto (web, application, mobile app, etc.) to write various types of data (pictures, video, documents, etc.) is used and managed by means of a number of functions.
Recently, people with the development of the LTE and 4G technology is actively using the wireless Internet using a mobile device.

* Master of E-Commerce, Shopping Mall Manager, China. Tel: +82-41850-8255, E-mail: 510042402tl@gmail.com
** Graduate School of Business Information Education, Kongju National
University, Korea. Tel:+82-41-850-8257, E-mail: leejh@kongju.ac.kr

The basic functions, such as information retrieval via mobile devices,
as well as storing personal content, such as Outreach As utilizes a
variety of possible throughout life.
If people began to store sensitive data on mobile devices, this personal storage capacity than the sum of the contents of the device
lacks the capacity to store a lot of individuals are experiencing.
Accordingly, service providers have begun to provide various types of
mobile cloud services.
Meeting for the first time since 2006 at Google 'cloud computing
(cloud computing)' terms were announced iCloud appearance (iCloud)
in June 2011 Apple World Developers Conference (WWDC) cloud
service side has undergone a paradigm shift (son et. al, 2013).
According to the report, the market research firm Taneja Group of
the US mobile market was found to form a cloud of 100 billion
worldwide by 2014. Also showed that 36% of personal content stored
by 2016, according to the Gartner report on cloud, number of registered users in 2013, according to HIS isuppli Cloud storage is exceeded by 600 million people, in 2017 to 13 million was expected to
reach. In addition, according to IT advisory firm IDC 2012 cloud
storage services market in China is the growth rate as 185 million
yuan to 110.2 percent in 2014 showed there were to grow to the
size of 876 million yuan. China also cloud storage services market in
2014, according to research was 371.7% in 2011 to grow by more
than 23 million yuan.
ICT technologies are the latest in new technology appears, disappears cycle is shorter evolves. Therefore, the state-of-the-art technology requires that the study of the factors to be used any ones continue to users, collaboration and accessibility of the mobile device,
the need for it becomes important research related sokdoyi reaction
may appear. In addition, research is needed on the characteristics of
the Internet, and collaborative performance with the perceived risk is
emphasized along with the development of mobile environment, the
cloud storage service.

2. Theoretical Background
Whenever necessary with the application software or data stored on
the server in a way that utility computing billing based on usage,
such as start and 1990s, gas or electricity utilizing virtualization concept from the concept of grid computing using multiple computers in
parallel with the 1980s up server-based computing, application software is used in a way that works with the server using the user
computer technology and network computing resources, cloud comput-
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ing evolves appeared background.
<Table 1> Characteristics of personal cloud storage service
researcher

characteristics of Personal cloud storage

Park et. al.
(2012)

collaborative, proximity, cloud computing,

Lee (2014)

Personal cloud storage, TAM, collaborative,
proximity,

Yugiseok
(2010)

cloud computing, TAM, Reaction speed

Park(2010)

collaborative, proximity, cloud computing, UTAUT

Wu et. al.
(2008)

collaborative, TTF, Suitability of tasks and skills
cloud computing,
Personal cloud storage, UTAUT, Sustainable use
intention
Personal Cloud, accessibility, adequacy of storage
capacity, reliability, social influence, degree of use,
individual users

Jeon(2011)
Ryujaeheung, et.
al.(2011)

In this study, the characteristics of personal cloud storage: collaboration, proximity, reaction speed through the common features of mobile terminals, drawn together (<table 1>).

3. Research Model

expectancy.
H2-1: Facilitating conditions will have a positive effect on efforts
expectancy.
H2-2: Facilitating conditions will have a positive effect on performance expectancy.
H3-1: Collaboration will have a positive effect on effort
expectancy.
H3-2: Collaboration will have a positive effect on performance
expectancy.
H4-1: Accessibility will have a positive effect on effort expectancy.
H4-2: Accessibility will have a positive effect on performance
expectancy.
H5-1: Reaction speed will have a positive effect on efforts
expectancy.
H5-2: Reaction speed will have a positive effect on performance
expectancy.
H6: Effort expectancy will have a positive effect on persistent
usage.
H7: Performance expectancy will have a positive effect on persistent usage.
H8: Perceived risk plays mediating role between effort expectancy
and persistent usage.
H9: Perceived risk plays mediating role between performance expectancy and persistent usage.

3.1. Model

4. Empirical Analysis
The empirical analysis is used by PASW Statistics 21.0 and
AMOS 21.0 for statistical analysis of the questionnaire recovery.
In order to increase the goodness of fit of measurement model, it
deleted the items V1, V5 and the result is  =568.675(p=0.000,
df=328), GFI=0.894, AGFI=0.869, NFI=0.912, IFI=0.961, CFI=0.960,
RMSEA=0.044. In this study the goodness of fit is satisfactory if the
value of GFI is more than 0.85, AGFI is more than 0.8, NFI is
more than 0.9, CFI is more than 0.9, RMSEA is less than 0.05.
<Table 2> Results of Hypothesis Testing

<Figure 1> Research model

3.2. Hypotheses
Based on the above study model, this work tries to examine the
following study hypotheses.

Hypothesis
H1-1:si→ee
H1-2:si→pe
H2-1:fc→ee
H2-2:fc→pe
H3-1col→ee
H3-2:col→pe
H4-1:ac→ee
H4-2:ac→pe
H5-1:rs→ee
H5-2:rs→pe
H6: ee→pu
H7: pe→pu
*Notes: *** p<.005

H1-1: Social influence will have a positive effect on effort
expectancy.
H1-2: Social influence will have a positive effect on performance

Estimate
0.169
0.183
0.063
0.071
-0.088
0.020
0.383
0.290
0.412
0.506
0.209
0.506

t-value
2.711
3.640
1.028
1.449
-1.823
0.526
6.405
6.076
6.848
3.440
4.891
8.230

Result
supported
supported
rejected
rejected
rejected
rejected
supported
supported
supported
supported
supported
supported
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<Table 3> Regulating variable analysis
Hypothesis

High perception
Estimate t-value

Result

low perception
Estimate t-value

Result

H8: ee→pu

.217

4.129

supported

.247

3.435

supported

H9: pe→pu

.496

6.782

supported

.459

4.442

supported

*Notes: *** p<.005

5. Conclusions
The results of this study are as below.
First, the social impact, proximity, reaction speed made positive effects on effort expectancy and performance expectancy.
Second, effort expectancy and performance expectancy showed
positive influences on persistent usage.
Third, perceived risk mediates between effort expectancy and persistent usage.
Finally, perceived risk mediates between performance expectancy
and persistent usage.
This results presented the strategic implications for managers at the
mobile fashion application area
First, service providers in the cloud storage service add other functions to maximize persistent usage.
Second, service providers need to reflect simpler functions including design.
Third, service providers should reinforce the safe and security of
the system to strengthen the personal privacy.
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Abstract
In the workforce aspect, the source of weakness in self-employed
in Korea can be classified into two types as follows: First, the desired retirement age in main jobs is 72 years of age but the actual
retirement age is 53 years of age. Second, the lack of effective reemployment market. However, the ripple effect of the small business
owners policy promoted by Small and Medium Business
Administration and the Small Enterprise and Market Service appeared
to be satisfactory. In order to maximize the effect of the support policy of the government, innovative strategy and implementation improvement are necessary in four aspects, such as management training, consulting, cooperation, and goal management.
To accomplishment for all government's station should gather together and provide unionization of self-employee of small business
centers and carry out cooperation support role and provide coexistence plans for large companies and small enterprises and ensure
maximization of on-site penetration effect of the government policy in
order to accomplish a successful future for Korean self-employed.
Keywords: Self-employed Support Policy, Improvement Plans,
Systemization, Cooperation, Support Systems.

1. Introduction
In the workforce aspect, the source of weakness in self-employed
in Korea can be classified into two types as follows: First, the desired retirement age in main jobs is 72 years of age but the actual
retirement age is 53 years of age. Second, the lack of effective reemployment market. The trend is that 45.6% of the most retirees become temporary or daily workers (45.6%). A survey shows difficulties
of older adults in getting jobs due to lack of proper workplaces
(52.6%), lack of employment information (39.3%), and difficult to
land jobs due to old age. As such, those retired older adults without
quality jobs are forced to enter self-employed, where the self-employed condition become an orderly severe situation. With this in
mind, the study classified difficult management conditions of self-employed into three steps - startup, growth, and withdrawal. First, those
* Ph.D., Small Enterprise and Market Service, Korea.
Tel: +82-51-761-2561 E-mail: seogh@hanmail.net.

startups establish a business without sufficient information, prior experience, and training and more than half (approximately 60%) of startups shutdown their business within 3 years. The survival rate is
83.8% in the 1st year, 40.5% in the 3rd year, and 29.6% in the 5th
year. Second, difficulty in the growth stage is a lack of efficiency
due to small business and decrease in innovative capability.
Our survey showed 73% self-employed, 0.88 person in average
number of employees. In addition, high financial and logistics expenses were recognized as the cause of management difficulties. Most
self-employed workers were using non-monetary institutions at an annual interest rate of 20% because they find it difficult to access local
banks and had to pay logistics costs that are two times higher than
that of large discount stores due to multi-level distribution structures.
Third, difficulties of self-employed at the withdrawal stage. It appears
systematic systems for self-employed workers who desire to shutdown
(plans) their business to transfer to other promising businesses or paid
workers are insufficient. Of those small business owners planning to
shutdown their business, 33.2% had plans to seek for jobs.
As such, the ripple effect of the small business owners policy promoted by Small and Medium Business Administration and the Small
Enterprise and Market Service appeared to be satisfactory. First, the
customer growth rate of small business owners. The customer growth
rate of "small business owners who received support" of the policy
funds of the government accounts for 17.3%. The customer growth
rate of "small business owners who received support" of the small
business owner training provided by the government accounts for
20.8%. The customer growth rate of "small business owners who received support" of the systemization through the government cooperation accounts for 24.2%. Second, sales increase/decrease effect of
small business owners. The customer growth rate of "small business
owners who received support" of the funds of the government accounts for 16.6%. The customer growth rate of "small business owners who received support" of the government's systemization accounts
for 25.0%. In order to maximize the effect of the support policy of
the government, innovative strategy and implementation improvement
are necessary in four aspects, such as management training, consulting, cooperation, and goal management.

2. What is the promotion plan of the self-employed
policy for start-up stimulation?
The current self-employed policy promoted by Small and Medium
Business Administration and the Small Enterprise Development
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Agency is very aggressive and appears to be critically useful and
timely in view of the Korean situation.
The core of unionization and cooperative policy for self-employed
success and to estimate success or failure of self-employed support
policy of Korea can be examined in the following six aspects:
First: Management innovation and youth job creation using Small
Business Cooperative Association
The government is promoting cooperative association activation and
youth employment expansion through interaction with Small Business
Cooperative, traditional markets, and youth. Of the cooperative associations supported previously, youth cooperative associations* were
54(12.5%), and of the members (4,154), youth accounted for 692
(16.7%). The figure is statistical data showing lack of youth
participation.
Therefore, the government is gradually advancing regulation of
Small Business Cooperative Association to (’13) 452 → (’14) 400
target → (’15) 500 target. For example, businesses selected as a cooperative association will ease their own proportion (20% → 15%).
In the 2nd year of cooperative association support, they will benefit
priority selection, etc.
To boost youth cooperative associations, the government emphasizes its support on promising areas where expertise of youths can be
utilized, such as video advertisement, fashion design, well-being merchandise marketing that can emphasize sense of youth. The plan is to
expand an association where 50% or more youths can participate and
in promotion for (’14) 54 → (’15) 80 target.
Wando Masesaengyi Association is one of the successful cases of
youth cooperative association. Six youth merchants related to production, processing, and distribution of Masesaengyi or seaweed fulvescens, a wellbeing product, established an organization and actualized tangible performance through role allocation. The accomplished a significant sales increase (4.5 times) and employment (18
people) compared to the establishment of the association as part of
the government's co-equipment support.
The method to link with traditional markets, which are alienated
from logistics, appears to be an excellent idea. As a method to link
traditional markets and youth, market activation project planning, design, and production are supported through agreement with universities
of related major near traditional markets.
The plan is set for 20 by 2015. An excellent example that receives attention is by Dongkuk University in 2014. They carried out
a capstone project with Dandae Market (located in Sungnam,
Gyeonggi Province), and developed open shipment systems, market
promotion, facilities improvement and design.
Second: Expansion and unionization endeavor through franchise
support.
A policy project to support system development consulting and
R&D funds to help promising small enterprises to grow as small and
medium enterprise franchise. Bachelor's Vegetable Store is a noteworthy case. Bachelor's Vegetable Store began fruit/vegetable peddling

by truck (1994) and advanced to a franchise headquarters (2004) that
specialize in fruits and vegetable sales; in 2013, they earned 22.3 billion won sales, recruited 33 employees, and became a small business
with 35 franchises.
It is important to support these promising small enterprises to
grow through franchise form of organization. A policy is in development in which supports system development, such as franchise management manual and franchise contract, to ensure small enterprises to
grow as franchise headquarters. The government is implementing a
project for 20 businesses in 2015 that supports 80% of development
costs (within 20 million won).
In addition, new services, business model development projects are
also in progress using service R&D policy funds. The project is separately allocates one billion won within the total yearly service R&D
funds. For example, some support projects include restaurant beepers
for ordering and unmanned accommodation systems using motion
sensors.
Third: Commercial activation through private-led commercial management
The government to promote activation of over 1,000 large commercial districts in Korea entails many obstacles. To cope with the
problem, commercial management systems are required. Where building owners and merchants establish a managing organization to control their commercial districts through agreement and contribution.
Sixteen metropolitan and local governments nationwide established ｢(a
tentative name) the commercial district management law｣ and prepares
standard ordinance and standard commercial district agreement and
promotes selection of pilot project areas.
Some examples of the project are (the Ministry of Land, Transport
and Maritime Affairs) urban renewal (Small and Medium Business
Administration) traditional market facility modernization and management innovation. Moreover, a commercial district professional institution should be designated to cultivate town managers and also
develop commercial district management standard manual. The following is excellent examples of commercial rights management systems
of advanced countries: Commercial district management systems of
the US and UK are a business item that composes non-profit private
association by property owners, merchants, and local government, and
establish commercial district development plans, prepare commercial
transaction guidelines, environment improvement, and investment
allocation.
The garment district in New York is a successful case. The district
builds BID (Business Improvement District) in 1993 and developed it
into the center of world's sewing and fashion by implementing various commercial activities. Town Management Organization of Japan is
a system where local governments are in control of town management
organization establishment while the central government supports
30-50% of the expense. One of the successful cases of the system is
Japan is the “Takamatsu Marugamaemachi" stores of Takamatsu. They
revitalized the district by applying unified design through TMO and
implementing MD.
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Fourth: Building of small entrepreneur complex facilities and special support center expansion
With the launch of the Small Enterprise and Market Service in
2014, political supports for small entrepreneurs are attainable, which
was relatively alienated in the past. While micro-manufacturer is important for local economy and employment for ordinary people, the
government support is insufficient compared to small traders, which
cause most “handcraft techniques” to die out; to cope with the problem, the need to provide a micro-manufacturer agglomerated region is
on the rise.
One of the noteworthy cases is the ironwork alley in Mullae-dong.
There are successful complex facilities that combined with joint sales
outlets, warehouse, and convenient facilities. Small and Medium
Business Administration and Small Enterprise and Market Service are
expanding the number of special support centers to 25 locations from
8 locations of which provide joint instruction of technique and work
environment improvement of micro-manufacturer.
Fifth: Support for promoting young and unique traditional market
Despite facility modernization, such as parking lots and arcades,
traditional markets continued to decline in sales (9.5%↓ compared to
5 years ago). Sales trend (trillion won) shows (’09) 22 → (’10) 21.4
→ (’11) 21 → (’12) 20.1 → (’13) 19.9.
The culture and tourism market introduced by Small and Medium
Business Administration in 2008 provides fun and interesting activities
to consumers, resulting in tangible performance (Increase of sales by
5.3% and customer by 9.0%). As such, Small and Medium Business
Administration and Small Enterprise and Market Service promote specialization to ensure traditional markets to exhibit their originality.
The institutes are promoting customized support by divided into three
types, such as 'ally’, ‘culture & tourism’, and 'global luxury' according to main customers and market sizes.
In addition, youth merchants (100 in 2015) who wish to open
their own business in traditional markets are selected to support them
with store lease and consulting.
Sixth: Reduction of logistics costs by boosting competitiveness of
small distribution logistic centers
The government has established 28 small distribution logistics centers nationwide to supply products to Nadeul stores, but the using
rate is low due to poor shipping systems and price competition. The
use rate of logistics centers of small retail stores nationwide accounts
for 17% (source: 2013 Industry Research Institute statistics).
As such, most transactions rely on site sales, where the percentage
of sales on shipping accounts for 23.3% only. To tackle with the
problem, the government plans to build a system that enables
‘product order → sorting, shipping → delivery’ within a the next following day (2-3 days in the past) between Nadeul stores and small
distribution and logistics centers. In addition, the government plans to
ensure price competitiveness through price negotiation by implementing integrated joint purchase by 3-4 regional logistics centers. With
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the enhanced price bargaining power, procurement costs are likely to
be reduced by 5% on average.
Excellent successful cases: * pilot projects are in progress (Jul.
2014), participated by 160 supermarkets from three regions
(Suncheon, Jinjoo, and Geojae) → Obtain performance results, such
as purchase at lower price up to 27.7% compared to old suppliers.

3. Is it possible for Korea to design a breakthrough
expansion plan related to self-employed policy?
The core issue of the support policy for self-employed in Korea
has been focusing on protection and cultivation of the distribution industry and traditional markets. However, media's evaluation related to
such endeavor is very low (Maeil Business Newspaper as of June 13,
2015). Despite six years of 1.1 trillion won investment for traditional
markets by Small and Medium Business Administration to boost
small neighborhood grocery stores, such endeavor was evaluated as a
failure. All the more, Japan and France abolished the restriction of
supermarket operation on Sundays 4-5 years ago. The major talking
point of media is "burn small businesses to get rid of giant distribution companies". Clearly, unionization, cooperation, and coexistence are essential for a breakthrough growth of self-employed in
Korea.
For successful accomplishment, the government's 17 years of support for self-employed marked a new era through the launch of the
Small Enterprise and Market Service in 2014. It is necessary to
change concept for quality improvement of projects and qualitative
self-employed policies. For this, a "government-led innovation council
for small business center project sophistication” needs to be launched
under the Prime Minister's office for the 2nd substantive business activation and organizational innovation between 60 small business centers, with 17 years of history, and 365 professional committee members, within the Small Enterprise and Market Service. The Ministry of
Strategy and Finance, the Ministry of Commerce, Industry and
Energy, the Ministry of Labor, the Ministry of Health, Small
Business Administration, technology guaranteed funds, the trust guarantee funds, Credit Guarantee Foundation, Small Enterprise and
Market Service should gather together and provide unionization of
self-employee of small business centers and carry out cooperation
support role and provide coexistence plans for large companies and
small enterprises and ensure maximization of on-site penetration effect
of the government policy in order to accomplish a successful future
for Korean self-employed.

Reference
Suh, Geun-Ha, Hong, Mee-Young, Choi, Cheong-Rak, and Suh,
Chang-Soo (2011). A Study on the Difference of
Performance in Small Businesses by Gender. Journal of
Distribution Science, 9(3), 65-71.
Suh, Geun-Ha, Hong, Yong-Woong, Jin, Soon-Ae, and Jo, Geum-je

130

Geun-Ha Suh / EIGHTH INTERNATIONAL CONFERENCE 127-130

(2012). Foundation of Management Innovation and a Success
Model of Micro Enterprise by Increasing Entrepreneurship
and Organization Relationship Analysis. Journal of
Distribution Science, 10(3), 31-42.
Tayor, M. (1996). Earnings Independence or Unemployment : Why

Become Self –Employed. Oxford Bulletin of Economics and
Statistics, 58(2), 253-265.
Youn, Myoung-Kil, and Kim, Yoo-Oh (2005). A Study on the
Conception Academic of Distribution Theory(II). Journal of
Distribution Science, 3(1), 1-12.

Anesh Sthapit, Min-Jung Oh, Ki-Sang Lee, Yoon-Yong Hwang / EIGHTH INTERNATIONAL CONFERENCE 131-132

131

Exploring the relationship between Individual Traits and Customer Citizenship
Behavior through Social Motives
Anesh Sthapit*, Min-Jung Oh**, Ki-Sang Lee***, Yoon-Yong Hwang****

1

Abstract
The purpose of this study is to identify the social motive of customers in performing Customer Citizenship Behavior (CCB). It takes
into account the personality characteristics and explains CCB as a result of social motive fulfillment. In doing so it identifies customer
satisfaction as an important but moderating factor such that a satisfied
customer when encounters an opportunity to fulfill social motive
would be involved in CCB such as suggesting the service provider,
advocating about the service provider, helping other customers and/or
tolerating service failures. This study would contribute to the customer-citizenship behavior research by investigating the relationship between personality traits and voluntary performance. Furthermore by
taking into account the personality traits of individual customers it
tries to analyze trait to behavior process model of CCB. Also by analyzing customer satisfaction as a moderator, the relationship between
social motive and CCB can be further examined such that whether or
not a satisfied customer is involved in CCB when they are in pursuit
of full filling their social need.
Keywords: Customer Citizenship Behavior(CCB), Social Motives,
Customer Satisfaction, Personality.

1. Introduction
Customer citizenship behavior is the voluntary extra-role behavior
exhibited by consumer towards the firm or other customers which are
not typically expected of customers. CCB has a range of positive implications for a firm. It has been suggested that customers can provide crucial mental and physical inputs that increase organizational
productivity, can be a valuable source of new ideas for business
strategies, can help train other customers and can serve as
"organizational consultants"by sharing their frontline experiences with
management (Juttner and Wehrli, 1994).It disseminates information related to the firm and brand so that it influences firm revenues and
profits by contributing to brand recognition and firm reputation (Van
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Doorn et. al. 2010). The effectiveness of customer participation, in
the form of both in-role and extra-role behaviors, provides firm with
a potential source of competitive advantage (Paine and Organ, 2000).

2. Theoretical Background
According to the cognitive-affective model, behavior is best predicted from a comprehensive understanding of the person, the situation, and the interaction between person and situation(Mischel W.
and Shoda Y. 1995). Furthermore social-cognitive theory holds that
beliefs, goals, and standards-as well as competencies for performing
behaviors-contribute to the uniqueness and coherence of our personality(Cervone and Pervin, 2013). Citizenship behaviors are voluntary
actions that are not mandated as part of an individual’s expected role
responsibility (Ilies, 2009). For this reason, these behaviors are less
motivated by cognitive influences and more by personality attributes
personal choices and emotional states in a social setting. Therefore
there are reasons to believe that such behaviors could be the outcome
of the social motives of individuals who face such a situation where
they can full fill their social needs.
Traits and motives represent theoretically distinct concepts, which
researchers employ to describe and explain human behavior (Winter
et. al. 1998). Traits and motives can be conceptualized as representing different levels of personality functioning (McClelland, 1985a).
Traits are organized hierarchically from narrow to broad traits. At the
broadest level, researchers have identified five basic traits: agreeableness, extraversion, openness, neuroticism, and conscientiousness
(Costa & McCrae, 1992).Traits are stylistic and habitual patterns, irrespective of a person’s preferred goals, and motives are preferred goal
states, regardless of how these goal states are generally reached. In
looking at dispositional characteristics that influence CCB, this study
focuses on three personality traits extraversion, agreeableness and
neuroticism. According to the five-factor model, Extraversion and
Agreeableness both summarize traits that are interpersonal; that is,
they capture what people do with each other and to each other.
People who are high in extraversion tend to seek out social stimulation and opportunities to engage with others. Neuroticism contrasts
emotional stability with a broad range of negative feelings, including
anxiety, sadness, irritability, and nervous tension. Research suggests
there is a positive relationship between extraversion and agreeableness
and organizational citizenship behavior and a negative relationship between neuroticism and organizational citizenship behavior (Kumar et.
al. 2009). Furthermore there have been studies which suggest the
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same pattern of relationship between personality and CCB (Anaza,
2014). Building upon these findings, it is reasonable to deduce that
these three traits would provide a basis for understanding social motives as drivers of citizenship behavior.
On the other hand motives reflect the tendency to strive for a
general class of incentives that are highly fused with affect
(McClelland, 1985b).Affiliation is a common social motive that relates
to socializing, interacting with others; pleasing others, expressing and
maintaining attitudes of loyalty to family and friends. Power on the
other hand refers to the motivation to influence, control, persuade,
lead and charm others and to enhance one’s reputation in the eyes of
the other people. Altruism is the prosocial motive defined as voluntary helping behavior devoted primarily by concern for the needs and
welfare of others. Given the characteristics of such motivation, it can
be argued that people inclined towards these needs would engage in
CCB such as providing feedback, helping others, recommending, sharing information and experiences etc. in order to either socialize, influence or help others.
Customer satisfaction has been viewed as an underlying determinant
of CCB (Anaza 2014 Bettencourt 1997). But as far as the social motives are concerned, the behaviors such as positive word of mouth,
recommending, tolerance, and advocacy could be affected by such
motives. In such a case, customer satisfaction, the past experience with
the service provider, might act as a moderator such that greater the
satisfaction, greater would be the effect of social motives on CCB.
Based on the arguments presented above the following model is
proposed.

3. Conclusion
The purpose of this study is to identify the social motive of customers in performing Customer Citizenship Behavior. It takes into account the personality characteristics (Extraversion, Agreeableness and
Neuroticism) and explains CCB (feedback, advocacy, helping and tolerance) as a result of social motive fulfillment. In doing so it identifies customer satisfaction as an important but moderating factor such
that a satisfied customer when encounters an opportunity to fulfill social motive would be involved in CCB such as suggesting the service
provider, advocating about the service provider, helping other customers and/or tolerating service failures.
This study would contribute to the customer-citizenship behavior
research by investigating the relationship between personality traits
and voluntary performance. As the interaction between firm and cus-

tomer takes place in a social setting, it is worth examining what kind
of social motive actually drives customer to promote the firms-interest
without receiving anything in return. Furthermore by taking into account the personality traits of individual customers it tries to analyze
trait to behavior process model of CCB. Also by analyzing customer
satisfaction as a moderator, the relationship between social motive and
CCB can be further examined such that whether or not a satisfied
customer is involved in CCB when they are in pursuit of full filling
their social need.
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Effects of human resource management on Older Worker’s Employment Rate Human
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1

2. Theoretical background and research hypothesis

Abstract
The purpose of this study is to find out the relationship between
human resource management and older worker's employment rate.
Using work place panel survey of 2011, this research estimates effects of human resource management on older worker's employment
rate. This research came to the conclusions to as follows: First, autonomy, communication, outsourcing, training and education, career
development had the negative effect on older worker's employment
rate. Also, performance-based pay system had the negative effect on
older worker's employment rate. Second, participation in decision
making had the positive effect on older worker's employment rate.
The findings suggest that management must redesign HRM to elevate
older worker's employment rate.
Keywords: Older Worker Employment, Human Resource Management,
Aging Society.

2.1. Effects of Korean human resource management's recent
trend on Older Worker’s Employment Rate
Many changes occurred in human resource management practices
in Korean firms since foreign currency crisis in 1997. The focus of
these changes is in the performance and management efficiency-based
human resource management. Contrary to traditional seniority based
human resource management, performance and management efficiency-based human resource management focus on individual, group
performance and efficiency in evaluation and compensation.
This study investigated the effects of Korean human resource management's recent trend on older worker’s employment rate. Therefore,
the fundamental background of our study is based on the human resource management and older worker’s employment.
Hypothesis: Korean company's recent HRM's practices may affect
negatively on old worker's employment rate.

1. Introduction

3. Method of study

The rapidly aging-society is changing the existing social structure
paradigm as a whole. It is predicted that the elderly population ratio
of South Korea would be more than 14% in 2019. Human resource
management’s significant changes have been progressing since foreign
currency crisis in 1997.
The purpose of this study is to find out the relationship between
human resource management and older worker's employment rate.
Using work place panel survey of 2011 by the Korean Labor
Institute, this research estimates effects of human resources management on older worker's employment rate. The research came to the
conclusions to as follows: Autonomy, communication, management innovation, training·education, career development like the recent human
resource management practices had the negative effect on older worker's employment rate. But participation in decision making had the
positive effect on older worker's employment rate.

3.1. Sample

* Assistant Professor of Business Administration. Chosun University,
Korea. changk6567@chosun.ac.kr
** Master's course. Business Adminstration. Chosun University, Korea.
mang519 @163.com

<Table 1> Analysis by size of company
Number
Above 500of
1000 499
employees
Company
156 172
numbers
Rate

8.8

9.7

300499

100Blow
70-99 50-69 30-49 10-29
total
299
10

223

524

166

150

280

91

8

1.770

12.6

29.6

9.4

8.5

15.8

5.1

0.5

100

We used data that Korean Labor Institute collected as the Panel
Survey in 2011 and using survey data from 1.770 Korean firms. In
the research, the manufacturing industry’s the highest rate is 41.6%,
transportation industry’s rate is 9.2%, educational service industry’s
rate is 6.1% and the average number of employees is approximately
393 employees.
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4. Result
4.1. Validity and reliability
According to the result of factor analysis, the factors are divided
into autonomy, outsourcing, participation in decision making, career
development. The measurement result of reliability in Cronbach's alpha value showed that autonomy was 0.832, outsourcing was 0.754,
participation on decision making was 0.930, and career development
was 0.781.

4.2 Technical statistics and Correlation analysis

5. Conclusion

Autonomy, communication, outsourcing, education·training, career
development and result oriented compensation has a negative correlation on older worker's employment rate. On the contrary, participation
in decision making has a positive correlation on older worker's employment rate.

4.3. Regression analysis
<Table 2> Regression analysis of the impact of older worker's employment
rate
model 1

Independent
variables

model 2

Participation in
decision
marking
outsourcing
Autonomy.
Communication

model 3

model 4

Education
Result
·training,
oriented
Career
compensation
development

Industry

-.111***

-.110**

-.090**

-.029

Number of
employees

-.026

-.054

-.002

-.028

Profit per
person

-.016

-.032

-.008

-.014

Autonomy

-.119***

Communication

-.166***

Participation in
decision
making

.100***

Outsourcing

-.087**

Education ·
training

-.132***

Career
development

-.076**

Result oriented
compensation

The result of regression analysis shows that human resource management has a negative effect on older worker's employment rate.
And participation in decision making has a positive effect on older
worker's employment rate (β=.100, p<.001).
Autonomy and communication has a negative effect on older
worker's employment (β=-.119, p<.001), (β=-.166, p<.001).
Outsourcing, education·training and career development has a negative
effect on older worker's employment rate (β=-.087, p<.01), (β=-.132,
p<.001), (β=-.076, p<.01). Last, result oriented compensation has a
negative effect on older worker's employment rate (β=-.153, p<.001).

-.153***

R2

.058

.024

.038

.025

F

15.230***

5.360***

10.171***

4.744**

N

1,481

894

1,286

742

This study investigates the influence of human resource management on older worker’s employment rate. The result of study shows
that recent human resource management has a negative effect on older worker’s employment. The findings suggest that management
should redesign human resource management to elevate older worker's
employment rate. Older worker’s employment rate will be improved
by the redesigned human resource management practices in future.
If various things as follows are considered with regard to this
study, more meaningful studies can be carried out in future. R2 was
too small in this study so that was a limit in regression analysis of
actual proof. In future, it is necessary to use various approaches to
acquire enough samples.
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The Study of Service Quality of Merchant Education for the Revitalization of
Traditional Market
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he purpose of this study is to examine service quality, TAM, and
education motive and effectiveness of Merchant College education. we
designed research model as which combined service quality model,
TAM of service quality and education effectiveness model. 207 copies
were effective among 300 copies and used to analyze except faithless response data. The change of merchants' awareness and reeducation is important. It is important for the colleges to serve high
quality education. the Service Quality Model, TAM model, and
Education Effectiveness model on the Merchant college each had
meaningfulness. Therefore, we can imply that there is meaningfulness
in applying job training based on the model of Merchant Education
of Traditional Markets.

merchant education satisfaction and the effectiveness for merchant education satisfaction show highly order from empathy, tangibility, assurance, reliability, responsiveness. And she insist that to anneal assurance, reliability, empathy among service quality is important to improve the results of merchant education. This study is based on
Lee’s(2007) study of service quality of merchant education and the
difference is as follows;
1) Does Service quality of merchant education have a positive effect on education satisfaction and transfer of knowledge?
2) Does perceived usefulness and perceived ease of use has a positive mediator effect between education service quality of merchant education and education result?
3) Does merchant’s bias has a positive effect on the education result?
4) Does education motive have a positive mediator effect on merchant’s personal disposition and education result?

Keywords: Service quality of merchant education, Education result,
TAM, Usefulness, Ease of use.

This study has different focus point of relating to TAM with
above contents compared to other research.

Abstract

1. Introduction

2. Methodologies

There are several reasons why modern consumers turn away from
shopping from the traditional markets; by advanced research and customers, they lack in parking space, the environment is inadequate.
This is because traders and shop managers lack in business acumen,
as a consequence of aging and so on. Both the central and local
Governments are spending large amount of money and trying to find
the roots of the problem and improve the situation. However, the
most common and popular solution, uniform redevelopment and reconstruction, is not desirable, but adjusted and customized development to the local conditions is effective along with the change of
merchants' awareness and reeducation. Without change in merchants'
mind and improvement inability to maintain and conserve new facilities, it will deteriorate and become useless in time.
Lee, C. K.(2002) insist that physical deterioration of facilities is
one of the reason of customer secession from Traditional Markets,
but decline in service quality is one of the major issue in his study.
Lee, K. H. et. al(2007) found that tangibility, reliability, assurance,
responsiveness, empathy among service quality effect positively to

2.1. Research Model

* First Author, Kongju National University, Korea.
** Corresponding Author, Kongju National University, Korea.

[Educational Service Quality will affect education result in external
situational factor and personal bias will affect education result in personal characteristic. As discussed before, these two case of factors approached as individual relationship. Also need to exam how to accept
new technology also educational services.]
The purpose of this study is to examine service quality, TAM, and
education motive and effectiveness of Merchant College education.
For this purpose, we designed research model as in <Fig 1> which
integrates service quality model, TAM of service quality and education effectiveness model.
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<Figure 1> Research model

Service Quality model creates a relation structure of education
service quality to affect education result at the merchant college.
Service quality is comprised of education environment, educational administration, lecture quality, trainee consideration and tangibility, responsiveness, assurance, empathy, reliability of general education.
TAM model is comprised of usefulness and ease-of-use intermediary
role between service quality and education result. Education effectiveness model is comprised of learning orientation and result orientation
for personal bias, and education motive intermediate between personal
bias and education result. The empirical research model is comprised
of service quality model and TAM, and combined structure education
effectiveness model based on education motive for trainee’s internal
status.

3. Research Hypothesis
3.1. Hypothesis for Service Quality
H 1. Education service quality of Merchant college has a positive
influence on education result to merchants who attend
education.
H 1.1. Tangible education environment has a positive education
result on merchants who attend education.
H 1.2. Education responsiveness has a positive education result on
merchants who attend education.
H 1.3. Education quality assurance has a positive education result
to merchant who attend education.
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H 1.4. Empathy for student has a positive education result on merchants who attend education
H 1.5. Reliability has a positive education result to the merchant
who attend education

3.2. Hypothesis for TAM
H 2. Perceived usefulness and perceived ease of use has a positive
mediator effect between education service quality of
Merchants college and education result.
H 2.1. Perceived usefulness has a positive mediator effect between
education service quality of Merchants college and education result.
H 2.2. Perceived ease of use has a positive mediator effect between education service quality of Merchants college and
education result.

3.3 Hypothesis for education usefulness
H 3. Merchant’s personal disposition has a positive effect on the
education result.
H 3.1. The merchant who has a higher learning orientation has a
positive education result.
H 3.2. The merchant who has a higher performance orientation
has a positive education result.
H 4. Education motive has a positive mediator effect between merchant’s personal disposition and education result.
H 4.1. Education motive has a positive mediator effect between
merchant’s learning orientation and education result.
H 4.2. Education motive has a positive mediator effect between
merchant’s performance orientation and education result.

4. Conclusion
This study incorporates the Service Quality model, TAM model,
and Education Effectiveness model on the Merchant college separately, and then combines the respective models to empirically
investigate. The study has had the following results.
Firstly, the Service Quality Model, TAM model, and Education
Effectiveness model on the Merchant college each had
meaningfulness. Therefore, we can imply that there is meaningfulness
in applying job training based on the model of Merchant Education
of Traditional Markets.
Secondly, in the Service Quality model, Education Environment,
Certainty, and Sympathy all act as an important factor for Outcome
of Education. Transfer of Knowledge and Education Environment
were found to have especially strong impacts on Outcome of
Education and Satisfaction of Education respectively. The combined
model which considers the linear relationships of multiple variables
found that Service Quality had a strong impact on Satisfaction of
Education, and that Reliability and Sympathy were especially
important. Therefore, when initiating the education of the Merchants
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of the Traditional Market it is crucial to diligently carry out the curriculum, maintaining the Reliability of the Education, and the
Instructor to sympathize to individual needs of the trainee.
Thirdly, the TAM model can enhance the Merchant perception of
Usefulness and Ease through the Education Environment and Trust.
The perception for Education Effectiveness is especially important in
Education Environment causing Satisfaction for Education. In addition,
it is important to help Merchants realize that they can accumulate
knowledge through education and helping them boost confidence in
learning easily in order to enhance the Transfer of Knowledge
through Education services.
Fourthly, the Education Focus of Merchants was found to greatly
enhance the Transfer of Knowledge. Furthermore, the increased intensity of Education Focus and Outcome Focus was found to provide
motivation for education, and this respectively was found to have
meaningful impact in Satisfaction for Education. On the other hand,
Outcome Focus played as mediator that enhances Motivation for
Education as supposed to having direct impact on Outcome of
Education.
This study has the following limitations.
Firstly, it was difficult to undergo in-depth analysis because the
Merchants of the Traditional Market were generally old in age, and
low in terms of level of education. This was supported by pre-interview and questionnaire results before the study was carried out. After
investigating on various methods to improve the accuracy of pre-study
research, it was concluded difficult to single out a single variable.
Therefore, due to reasons as such, several factors that were regarded
to have a higher level of reliability and validity were focused on for
the purposes of the study. Due to the following reasons there is a
limit to the number of variables which the respective models for
Service Quality, TAM, and Education Effectiveness can cover.
Secondly, there was a limit in the coverage of responses that were
collected due to the restrictions on time, space, and regulations. It is
possible to have control over the situational factors in education only
if the study is conducted on the all Merchant Colleges by program.
However, there is a limit on the generalization findings of this study
because it was conducted on 10 Merchant Universities that were undergoing specific programs. Furthermore, there were limitations regarding the cooperation with some Merchant Universities due to complaints from its members, which resulted in null responses from some
bodies, with regard to research limitations, small research sample size
and coverage area should be noted here. These limitations warrant
some caution when extending research results cross country.
Thirdly, the channel structure of the combined model integrates only the key logic behind Service Quality, TAM, and Educational
Effectiveness. However, the expansion of the TAM model can take in
to part attributes relating to personal characteristics (Venkatesh and
Davis, 2000) while the Educational Effectiveness model can be used
as a situational variable (Colquitt and Simmering, 1998; Colquitt et
al., 2000; Chiaburu and Tekleab, 2005) as preceding factors
respectively.
Future research directions should, accordingly, be in attempting to
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undo the above research limitations. There is, also, a need to measure
the different effects of new Conceptualized model which psychological variables of TAM and education motive of education effectiveness as parameter, service quality and personal bias as its antecedents also strengthen and expand integration.
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Study on Chinese Consumers’ Purchase Intention on Cosmetics PPL in
Korean(Hallyu) Drama
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1

Abstract
In terms of an implication of this study, it was confirmed that hallyu celebrity-oriented imitative psychology, South Korean cosmetics
brand image, PPL attitude and others have effects on purchase intention on South Korean cosmetic products and in particular, of the
path coefficients, this PPL attitude variable was proved to be the
most influential factor and after all, PPL strategies of South Korea’s
dramas were verified as a marketing strategy that would work effectively on Chinese consumers. South Korea needs to keep creating cultures and dramas of good quality, and they also must come up with
strategies to promote their creations to China.

tention gets affected with hallyu effects on these PPL (indirectly-advertised) cosmetic products (a psychology to imitate hallyu celebrities), brand awareness, influences of PPL attitude on PPL cosmetic
products and Chinese audience’s attitudes to PPL cosmetic products
determined as mediating variables. This study is considered academically significant for offering basic materials to help companies’ establishment of effective brand advertising strategies as well as marketing
strategies.

2. Advanced Researches on Factors to Influence
Attitudes toward PPL (Indirectly-advertised) Products
2.1. Relation of PPL Product Attitude with Purchase Intention

Keywords: Chinese, Consumers’ Purchase Intention, Cosmetics PPL,
Korean(Hallyu) Drama.

1. Background and Purpose of Research
The hallyu fever is increasing worldwide interests in products,
services and others exposed through dramas and films. According to
International Trade Research Center of Korea International Trade
Association, Chinese people associate South Korea with this word,
‘fashionable’, and they assume that cosmetics is a product that represents South Korea. In addition, with the help of Hallyu(Korean
Wave), the cosmetics industry is quickly expanding its areas into the
Chinese market. Hallyu of ‘You Who Came from the Stars’, a South
Korea’s famous drama, introduced cosmetic products by AMORE
PACIFIC that had been used by ‘Cheonsong-yee’, a heroine of the
drama, in a form of PPL, and the brand is consequently gaining sensational popularity.
In the light of that, this study aims to understand how Chinese
audiences’ attitude toward PPL in hallyu dramas would affect the audiences’ purchase intention on PPL products in South Korean dramas.
The study first selects South Korean cosmetic products which are being much loved in China since their appearances via hallyu dramas,
and targeting Chinese audience, the study looks into how purchase in-

* Graduate school student, Incheon National University, Department of
International Trade.
** Corresponding Author, Professor, Incheon National University,
Department of International Trade.

There have been multiple researches to prove how PPL attitude is
actually affecting product attitude.
Nam (2010) carried out a study on factors that would be related
to consumers’ attitudes toward PPL found in dramas and presented
these factors to influence PPL attitude. In the study, Nam discussed
how gender, genre preference, viewing motivation, viewing attitude
and advertisement attitude would affect PPL attitude.
YANG (2013) exploratively investigated if consumers’ materialism
and social-face-focused brand consumption propensity are associated
with an attitude to accept PPL. YANG noticed afterwards that both
of the factors have positive effects on attitudes toward PPL
advertisements. A research by CHAE (2014) discussed how consumers’ attitudes toward PPL would influence PPL product attitude and
purchase intention. Findings of the research confirmed that PPL attitude is positively connected with PPL product attitude and purchase
intention as well (YANG, 2013).

2.2. Imitative Consumption Psychology
Imitative Consumption is explained as how you follow purchase
behaviors of others (Jeong & LEE, 2007). Social Learning Theory
believes that audience observes behaviors of these characters in films
or TV dramas and learns the behaviors. As long as a research by
Miller and Dollard (1941) understands, general consumers study their
favorite celebrities’ clothes and others and follow their behaviors because they believe that if they imitate how their celebrities would behave, they will be as beautiful and awesome as the celebrities are
compensation(Jeong & Lee, 2007).
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2.3. Brand Awareness
Percy and Rossiter (1987) defined brand awareness as a consumer’s ability to distinguish a certain brand in any different circumstances, and they said that it is related to an intensity of a brand’s
point of interaction remained in consumer’s memory. According to
Aaker (1996), brand awareness is an intensity of a particular brand
existing in the mind of a consumer, and brand awareness was categorized into recognition, recall, top of mind and dominant. In other
words, brand awareness is a term to talk about how easily a consumer recalls and remembers a brand. If a brand is remembered easily
and quickly, that will certainly be a help when a consumer tries to
purchase a product of that brand, and since it is included in a cluster
of brands to be considered, value of such measuring element is being
emphasized(Lee, 2002).

2.4. Attitude toward Images of PPL
As one of the mainstream researches that have been handled PPL,
there is this study to discuss attitudes toward PPL. A majority of the
relevant researches show that audience has a favorable attitude toward
PPL.
Assael (1995) said that an attitude is replaced with an acquired
tendency to constantly respond either favorably or unfavorably to either specific subjects or groups, and it is defined both as a cluster of
beliefs in some subject and as a relatively stable concept which
would not often change depending on time and situations. Such attitude consisted of several factors.
As for an initial research to investigate people’s attitudes toward
PPL in South Korea, there is this study carried out by KIM,
S.H.(2001). He conducted a survey to know how people would feel
when they face with PPL, and 73.6% of the respondents answered
that they do not have any special feelings. Only 3.3% of them responded that they feel ‘pleased’ and ‘mostly pleased’. On the other
hand, a total of 23% of the respondents said that they are ‘not
pleased’ and are ‘not very much pleased’, and the study concluded
that the perception on PPL is understood in the order of average,
negative and positive. In terms of these aspects of improvement in a
sense of reality and information acquisition, positive perception was
observed, and people were having negative ideas due to these assumptions on how PPL can change contents of a program and how it
promotes excessive consumption.

3. Establishment of Research Model and Hypotheses
This study carried out its empirical research to understand how
hallyu celebrity-oriented imitative psychology), brand awareness and
PPL attitude would affect PPL product attitude and purchase
intention. In order to achieve the research goal, the study has a research model as below based on the theoretical backgrounds introduced in advance.

<Figure 1> Research Model

Hypothesis 1: Hallyu celebrity-oriented imitative psychology will
have a positive (+) effect on PPL product (item)
attitude.
Hypothesis 2: Brand awareness will be positively (+) related to
PPL product attitude.
Hypothesis 3: Attitude toward PPL will have a positive (+) influence on PPL product attitude.
Hypothesis 4: PPL product attitude will positively (+) affect purchase intention on PPL product.

4. Data-gathering and Data-processing Methods
As a research to confirm effects of hallyu celebrity-oriented imitative psychology, brand awareness and PPL attitude on PPL products
attitude as well as purchase intention, this study conducted a survey
to begin its investigation. The survey was designed with these questions that had already secured validity and reliability through the advanced researches. The survey asked about hallyu celebrity-oriented
imitative psychology, brand awareness, PPL attitude, PPL product attitude, purchase intention on PPL products and demographic features,
and the questions were basically divided into five categories. Except
for the demographic features, others dealt with Likert five-point scale
(1=Never, 5=Very much likely), and respondents were instructed to
answer a total of 39 questions.
Regarding a research sample, Chinese people who have purchased
South Korean cosmetic products were selected. The study chose a
convenience sampling method and carried out the survey from April
20 to May 5 of 2015. During the research period, 223 samples of
the survey were returned and with 13 unfaithfully-responded samples
excluded, 210 samples were used for the final analysis to verify the
hypotheses. The gathered data went through data-coding and was analyzed by statistical packages, SPSS 21.0 and Amos 21.0.
First, the study worked on a frequency analysis to learn features
of the samples.
Second, a facter analysis to verify the validity of the measuring
tool was carried out, and Cronbachs＇s alpha was applied to proving
the reliability of the questions in the survey.
Third, a structural equation model was used for the analysis to
verify the hypotheses of this study.
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<Table 1> Results of Analysis on Structural Equation Path Coffefficients
Hypo
thesis
1
2
3
4

Path
Hallyu celebrity-oriented imitative psychology→PPL product
attitude
Brand awareness→PPL product attitude
PPL attitude→PPL product attitude
PPL product attitude→Purchase intention

Standardized
Path
Coefficients
.162
.260
.559
.954

Model Goodness-of-Fit Index

5. Research Outcomes
With PPL product attitude determined as a mediating factor, this
study looked into its key hypothesis and examined how hallyu celebrity-oriented imitative psychology, brand awareness and PPL attitude
would influence purchase intention. In addition, the study also observed if these previously verified influential factors would be working as the same influential factors before all those hallyu celebrity-oriented imitative psychology, brand awareness and PPL attitude
even in this process of how the previously verified influential factors
would operate with hallyu celebrity-oriented imitative psychology,
brand awareness, PPL attitude, PPL product attitude and purchase intention on PPL products.
Results of the empirical analyses by this study are summarized as
follows.
First, according to findings of an analysis on factors to affect PPL
product attitude, in relation to three variables, hallyu celebrity-oriented
imitative psychology turned out to have a positive (+) influence on
PPL product attitude, and brand awareness also appeared to be positively (+) connected with PPL product attitude. Lastly, the study
confirmed that even PPL attitude also have a positive (+) effect on
PPL product attitude.
Second, the study conducted an analysis on factors to influence
purchase intention on PPL products. PPL product attitude was reported to work positively (+) for purchase intention on PPL products,
and that made the study accept Hypothesis 4 too.

6. Research Conclusion and Limits
In terms of an implication of this study, it was confirmed that hallyu celebrity-oriented imitative psychology, South Korean cosmetics
brand image, PPL attitude and others have effects on purchase intention on South Korean cosmetic products and in particular, of the
path coefficients, this PPL attitude variable was proved to be the
most influential factor and after all, PPL strategies of South Korea’s
dramas were verified as a marketing strategy that would work effectively on Chinese consumers. South Korea needs to keep creating cultures and dramas of good quality, and they also must come up with
strategies to promote their creations to China.
Add to that, since the conclusion of the South Korea-China FTA

S.E.

C.R.
(t-value)

P Value

Acceptance of
Hypothesis

.069

2.073

.038

Accepted

.070
3.129
.002
.059
8.330
.000
.068
16.382
.000
P =0.000, GFI =.830, AGFI =.784
CFI =.944, NFI =.911, IFI =.944
RMR =.041, RMSEA =.086,

Accepted
Accepted
Accepted

agreement, if the South Korean cosmetic products’ prices decrease
due to reductions of customs and others, South Korea will be given
more opportunities to increase their share in the Chinese market.
During the development of this study, a few problems and limits
were discovered and at the same time, expectations on any follow-up
researches are presented as below.
First, the study measured PPL attitude, PPL product attitude and
purchase intention without experiments but with memories, which is a
problem of this research.
Second, this study focused only on these attitudes toward PPL
products appeared in a TV drama. It will make the study significant
for the second time if the study talks about how differently PPL attitudes would be formed in other various genres.
Third, the study suggests that follow-up researches should measure
PPL effects concentrating not only on purchase intention but also on
diverse categories.
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A Study on On-line P2P Financial Product Purchase Decision of Chinese By
Framing Effect
Yu Fei Shang*, Na Zhang**

1

Abstract
Chinese P2P on-line loan financing product's rapid growth : P2P
loan scale of 6 billion yuan (1 trillion 80 billion won) in 2012 has
reached 83 billion yuan (14 trillion 940 billion won) until 2014.
Thousands of on-line P2P companies have appeared. P2P is the abbreviation of peer to peer, which is a financing service that intermediates investment and loan between individuals. Lending club, listed with market capitalization about 9 trillion won in New York
Stock Exchange in the end of last year, is the representative example,
which is a field of Fin Tech business which is getting the limelight
in the world. P2P loan product investment interest rate is quite higher
than bank deposit investment interest, however lots of investment
products have high risk. However, there are not sufficient research on
this new financing exchange yet. Particularly, there's little research on
P2P investment intention decision process in behavioral economics
approach.
Keywords: On-line, P2P, Financial Product, Purchase Decision,
Chinese, Framing Effect.

1. Research Background and Purpose
Therefore, this research intended to investigate investors' investment
tastes under framing effect among investors' behavioral economics
characteristics.
Kahneman and Tversky(1984) said that framing effect means the
phenomenon that consumers' decision making occurs differently along
with the frame that suggests information. Prospect theory becomes the
theoretical basis of framing effect.
Previous framing effect researches have a big common ground that
they analyzed message framing effect that negative or positive frame
have(Jeong, 2013)
According to Levin(1997), framing has three types which are different from each other, which is divided into risk choice framing, attribute framing, and goal aim framing. Attribute framing is a framing
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method to express the attribute of goal object positively or negatively.
Therefore, attribute framing effect influences evaluation on goal object, instead of influencing choice decision.
There are various advanced researches that intend to verify message framing effect through experiments. Most of the experiments design experiment to measure framing effect after showing advertising
to experiment object . It was determined that positive or negative
framing of message influence determination on product or decision
making, research result of framing effect appeared to be more effective in positive framing(Ju, 2011), however there's another research
result that negative framing is more effective (Meyerowitz, 1987).

2. Research on Major Advanced Study
Kahneman and Tversky(1984) said that framing effect is the phenomenon that consumers' decision making occurs differently along
with the frame that suggests information. Prospect theory becomes
theoretical basis of framing effect.
Previous framing effect researches have a big common ground that
they analyzed message framing effect that negative or positive frame
gets. (Jeong, 2013)
According to Levin(1997), framing has three types which are different from each other, which is divided into risk choice framing, attribute framing, and goal aim framing. Attribute framing is a framing
method that expresses the attribute of goal object positively or
negatively. Therefore, attribute framing effect influences the evaluation
on goal object, instead of influencing choice decision.
There are various advanced researches that intend to verify message framing effect through experiments. Most of the experiments design experiment to measure framing effect after showing advertising
to experiment object. It was determined that positive or negative
framing of message influence determination on product or decision
making, research result of framing effect appeared to be more effective in positive framing (Ju, sohyun, 2011), however there's another
research result that negative framing is more effective (Meyerowitz,
1987).
Choi, jinmyung (2007) investigated whether the previous research
result, which quotes negative framing in goal aim framing has the effect of persuasion, could be applied to domestic case, the result of
goal aim framing determined that negative framing was effective in
drawing purchase intention in case of economic benefit, however positive framing was effective in case of psychological benefit.
Yun, taewoong, Lee, byunggwan(2011) determined that positive
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framing is effective in case of attribute framing, however influence
can appear differently along with moderating variables in case of object framing.
Yun, taewoong, Lee, byunggwan(2011) focused on attribute framing, which showed framing influenced persuasion positively in case
when directivity of regulatory focus and attribute framing coincides.
Furthermore, this framing effect becomes different along with consumers' continuous involvement, which showed that the group with high
continuous involvement continues directivity of regulatory focus and
attribute framing, however, otherwise framing effect disappears.
Jeong, yongju, Ju, sohyun (2013) exposed the advertisement that
was made by utilizing framing that emphasized profitability attribute
and stability attribute to 296 female college students and investigated
equity fund join intention and saving join intention. As the analysis
result, respondents who were exposed to profitability framing showed
more positive fund join intention than those exposed to stability
framing.

3. Research Method
The researcher conducted regression analysis that intermediates
framing control variables on P2P financing product utilization, T-test
or ANOVA analysis, by putting demographic variables as independent
variables, through survey analysis.

4. Research Subject and Research Design
4.1. Research Subject
1. Does attribute framing influence investors' investment tastes ?
(Whether of secure P2P / risky P2P product?)
2. Is the effect of attribute framing on the join intention of stable
or risky investment product moderated by each moderated variables, e.g. respondents' demographic characteristic and investment
involvement, etc.?
3. Does attribute framing influence product join intention in the
situation that controls other variables?

4.2. Research
Framing inducement (positive, negative) : Manufactured two kinds
of explanatory printed materials and distributed them along with
questionnaire.
- Induced respondents to respond to the questionnaires as follows
after well understanding explanatory printed materials.

Questionnaire content :
- P2P product deal related information :
- 2 questionnaires on preference to relatively secure investment
product and highly risky product
- Investors' demographic information : gender, age, academic ability, investment experience, investment involvement, family income, residential district.
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Behavioral Economics Research on Cosmetics Brand Awareness
Mi-Ae Kim*, Kyung-Sook Song**, Soon-Hong Kim***

1

Abstract
As premising the complete rationality, the current mainstream economics explains that when human beings seek for private benefits
continuously, that will eventually bring other benefits to the entire
society. However, these phenomenons such as market failure, governmental failure and others had occurred, and that constantly raised
a doubt over the premise on the rational humans.
According to the arguments of behavioral economics, humans are
these beings that are rational on one side and psychological on the
other side. That is why irrational acts of economic units and inefficiency of markets are being explained with habits, emotions, attitudes and others of humans.
Keywords: Behavioral Economics Research, Cosmetics Brand,
Awareness.

1. Background and Purpose of Research
Along with increases in standards of living, these Korean companies’ cosmetics markets that had been dramatically grown are being
every day expanded with consumers’ ever-strengthening desires and
interests in beauty and appearances. As a consequence, consumption
patterns such as use of cosmetic products, skin care and others have
been quickly diversified, and as far as these standards of beauty
would reach, healthy, flawless skin is now being regarded as social
competitiveness not as some simple aesthetic element only.
In addition, developments in the media have exposed the consumers to various pieces of information, and the consumers accordingly
became even more willing to consume cleverly. In particular, cosmetics purchase is expected to be very much subject to brand awareness, and it has been assumed that the consumers have high possibilities of making biased consumptions as being captured by framed
ideas related to these brands that the consumers had perceived for
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themselves.
In the light of that, this study selects two basic cosmetic products
from Primera which is a middle-low priced brand by Amore Pacific
and from Innisfree, a low priced brand by the same company, and
aims to conduct an empirical analysis on relations of domestic cosmetics brand awareness with prices focusing on framing effects from
an angle of behavioral economy.

2. Analyses on Advanced Researches
2.1. Theories on Framing Effects
Even though they are the same advertising messages, persuasion
effects can vary depending on how those messages are presented.
Positive message framing helps message consumers to go for a message with some positive responses, and negative message framing provokes either fear or anxiety which anyhow leads the consumers to
choose a message. In short, message framing is a term to indicate
positive and negative formats of messages.

2.2. Advanced Researches on Framing Effects
Investigations related to framing effects are introduced as below.
Regarding advertising framing effects of products negatively perceived by consumers, KIM (2012) discussed advertising effects depending on interactions between types of advertising appeals and message
framing as targeting money lenders with strong negative perception.
As for experimental design, it was 2×2 between-subject factorial
design depending on types of advertising appeals (rational appeal vs.
emotional appeal) as well as message framing (negative framing vs.
positive framing).
A total of 230 students of a college located in Seoul participated
in the experiment, and the types of advertising appeals (visual) and
message framing (verbal) randomly assigned the students to these four
experimental groups (rational/emotional x positive/negative) based on
group equality. The study looked into advertising effects which was a
dependent variable focusing on attitudes toward advertisements and
purchase intention and found out that the attitudes toward money
lender advertisements come up with these higher scores of the advertising attitudes from the emotional appeal but not the rational appeal
and from the negative framing but not the positive framing.
In case of involvement, both of the rational appeal and the emo-

148

Mi-Ae Kim, Kyung-Sook Song, Soon-Hong Kim / EIGHTH INTERNATIONAL CONFERENCE 147-149

tional appeal dealt with greater consumer evaluation on the negative
framing advertisement that would provoke consciousness of crisis but
not on the positive framing. However, when it comes to the low-involved group that would present significant differences in the advertising attitudes depending on the types of appeals, in these advertisements with the emotional appeal, the study noticed the higher consumer advertising attitudes towards the positive framing but not the
negative framing.
Involvement and the types of advertising appeals as well as the
types of appeals and message framing turned out to have statistically
significant interactions with each other. In addition, as for the money
lenders, the advertising effects appeared to be even more effective
with the low-involved group but not the high-involved group. Even
so, the study did not find any statistical significance of purchase
intention.
According to Kahneman and Tversky (1984), regarding message
framing, a positive framing message is a format to emphasize either
physical, psychological benefits or positive outcomes that would be
gained when the message consumers choose recommendations but in
terms of a negative framing message, it is a format to highlight either loss or negative outcomes when the message consumers do not
accept recommendations.
For instance, in this case of a message that is proposed concentrating on a consumers’ benefit such as “75%-lean meat”, it is considered positive message framing, but in another case of a message that
talks about consumers’ loss such as “25%-lean meat”, it is referred to
as negative message framing.
As described above, although they are the same advertising messages, these differences in effects depending on presented messages
are called framing effect.
A research by Maheswaran and Meyer-Levy (1990) is the most
popular one that had studied effects of involvement and message
framing. They said that in terms of the high involvement, it relies on
systematic processing which makes negative message framing more
persuasive than positive message framing. On the other hand, the low
involvement depends on Heuristic processing, and in that case, basically, positive message framing is told to be more persuasive. The
same story is found with Robberson and Rogers (1933), and they analyzed framing message effects in connection with a skin cancer and
figured out that subjects of the low involvement prefer positive message framing more than these others of the high involvement.
Wright and Weitz (1988) also carried out an analysis on differ-

ences caused by message framing and levels of involvement in relation to contraceptive devices, and the high involvement was observed to feel more persuasive with negative message framing than
the low involvement does. After all, such researches so far prove that
the high involvement gets affected more by negative message framing
while the low involvement is influenced more by positive message
framing.

3. Research Method
In order to achieve the research goal, the study has presented this
detailed experiment model as follows.
The study aims to investigate framing effects on preferences of the
two following cosmetic products targeting 100 students of Incheon
National University.
Experiment 1: The study looks into subjects’ product awareness on
these brands, Innisfree and Primera.
Experiment 2: The subjects know prices of Innisfree and Primera,
and the study discusses the subjects ’ brand
preferences.
Experiment 3: The study investigates if the subjects will make an
immediate purchase when the two products offer a
10% discount.
Experiment 4: The study asks the subjects if they will make a
purchase when only any one of the brands offers a
discount.
Experiment 5: The study provides additional information of the two
products and sees if the subjects choose or not.

4. Research Outcomes
As a research to understand how cosmetics brand awareness and
price mechanism would affect decision-making involvement, this study
first selected basic skin-care products of Primera, a middle-low priced
brand of Amore Pacific, and other basic skin-care products of
Innisfree, a low-priced brand of the same company. The study then
analyzed prospect theory-based psychological accounting principles and
framing effects with this One Way ANOVA test method.

<Table 1> Comparison between Innistree and Primera
Category
Price
Volume
Product Feature

Innisfree (Toner and lotion)
36,000 KRW
200ml, 160ml
Jeju carbonic acid mineral water delivers rich minerals to the
skin, and that is how your skin becomes both dewy and
radiant.

Brand Concept

Benefits from nature in the green island give the brand a
chance to please customers with healthy beauty. It is a
naturalism-focused brand that practices eco-friendly green life.

Model

Yoona from Girls’ Generation and Min-ho LEE

Primera (Toner and lotion)
56,000 KRW
180ml, 150ml
By soothing and purifying the skin, it makes the skin radiant
and moist. An anti-oxidative activity protects the skin as
maintaining the skin balance.
The brand works with these organic agricultural products such
as germinated black soybeans, little heartleaf houttuynia, little
mugwort and others as raw ingredients. It is a brand that
contains vitality of nature full of germinated energy.
Primania (College supporters)
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Findings of the analysis reported that
first of all, when it comes to information on discounted prices, it
is proper to reveal them after the brands subdivide their own individual discount information.
Second of all, regarding the provision of price (price discount) information, the study learned that consumers who have more experiences in purchasing cosmetic products are more sensitive to price information than these consumers who have relatively fewer experiences
are, and as a result, the study understood that “framing effects” go
with “knowledge-combination theory”.
To sum up, when it comes to price-discounted products, it is important to determine that with which frame, discount information
should be offered. The study argued that cosmetic brands must understand what would encourage consumers to purchase and that they
need to increase the consumers’ stability related to psychological accounting principles by introducing products that would save the consumers’ money as impressing the consumers with quality and performance at the same time.

5. Conclusion and Limits
As premising the complete rationality, the current mainstream economics explains that when human beings seek for private benefits
continuously, that will eventually bring other benefits to the entire
society. However, these phenomenons such as market failure, governmental failure and others had occurred, and that constantly raised
a doubt over the premise on the rational humans.
According to the arguments of behavioral economics, humans are
these beings that are rational on one side and psychological on the
other side. That is why irrational acts of economic units and inefficiency of markets are being explained with habits, emotions, attitudes and others of humans.
As for limits of this study, the study handled effects only as not
caring about all the other different approaches of behavioral economics and regarding product items too, it was interested only in
cosmetics.
In addition, traditionally speaking, in terms of product purchase
factors, as learned by SERQUAL analysis, the factors could include
diverse factors from price to kindness of salespersons, follow-up service, quality and performance, safety and others and therefore, the
study now determines that it will continue its research on how those
factors as causal variables would influence purchasing mentality.
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Pan-European Marketing Strategy towards the Innovation-Consumption: Hub-Spoke
Activities for FDI of Korea
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1

Abstract
The E-car and IT industry can be good examples to realize growth
potential by amalgamating technology and capital of the EU with
high-quality labor force (not the consumption but the Innovation)and
Hub-Spoke market of emerging economies of the CEEC. The EU
would like to realize its potential trade and investment opportunities
with the CEEC from this enlargement. Since the crisis of the global
finance or IT as Nokia in 2008, they have focused on the chasm between the Innovation and Consumption. The paper analyzed the impact for the Innovation & Consumption of Eastern enlargement of EU
on trade, investment and technology cooperation patterns of Korea to
formulate a pan-European marketing strategy with a special emphasis
on the mobile phone industry or motorcar. This is because close interdependencies is being made some hubs between the emerging regional small market and the central large one such as Germany and
France. But TNCs like E-car fields may be falling behind in the
pan-European marketing unless they successfully trace out the changing patterns of demand and technology map of competing firms. The
public policy is required to shift from a role of its spoke to fostering
in terms of promoting linkage effect for avoiding the chasm.
Keywords: EU, CEE, Innovation, Comsumption, Hub-Spoke, ICT,
E-Car, Chasm.

1. Introduction
The EU was incepted by the European Economic Community
(EEC) in 1957 via Rome Treaty. European Coal and Steel
Community (ECSC) and European Payment Union also contributed to
the launch of EEC. The European Community (EC) had reached the
Single European Act (SEA) in 1987 by fully recognizing that it had
been falling behind in industrial adjustment capability compared with
the United States or Japan. The SEA specified the target of accomplishing the EC into common market until 1992. Having launched the
common market in January of 1993, the EU announced a schedule to
achieve the monetary union which was achieved in 1999.
* Assistant Professor, Sungkyul University. 53 Sungkyuldaehak-ro,
Manan-gu, Anyong-si, Gyeonggi-do, Korea. TEL. (work): 82-31-4678413. Email: dais3s@gmail.com.

Despite having extended preferential treatment on both incoming
flows of trade from the CEEC and outgoing flows of investment towards CEEC, the EU was reluctant to make a further concession to
the CEEC due to the possible increase in social network expenses
and internal instability. But there emerged a paradigm shift among
EU members to expedite its initial plan of enlargement towards the
CEEC as a means of revitalizing their industrial adjustment process.
The motorcar and IT industry can be good examples to realize
growth potential by amalgamating technology and capital of the EU
with high-quality labor force (not the consumption but the Innovation)
and expanding market of emerging economies of the CEEC. The EU
would like to realize its potential trade and investment opportunities
with the CEEC from this enlargement. Since the crisis of the global
finance in 2008, they have focused the Innovation & consumption.
This paper aims at analyzing the impact for the Innovation &
Consumption of Eastern enlargement of EU on trade, investment and
technology cooperation patterns of Korea to formulate a pan-European
marketing strategy with a special emphasis on the mobile phone
industry.

2. Pan-European Production and Marketing
2.1. Pursuit of Market Integration
Most multinational enterprises (MNEs) treat EU as a single market
for their global reallocation of production and technology. But the internal integration ratio ranges with a wide margin in real terms. For
instance, there still exists a wedge in corporate tax rates which ranges
from 10 per cent in Ireland to 40 per cent in Italy in 2002. Boosted
by the inflow of capital and R&D capabilities, the regional champions put their efforts to become the global ones by pursuing an intensive pattern of growth. Furthermore, R&D clusters can be reinforced by facilitating the exchange of manpower.
This paper focuses mainly on Hungary, Poland and Czech
Republic at the industry level analysis because these countries have
pioneered the frontiers of recent reforms among transition economies.
These three nations absorb about 74.5% of FDI to the CEEC. The
U.S. and Germany have played important roles of channeling more
than 40% of FDI to this region. Over the past ten years Hungary has
gone through radical changes to integrate itself into the world
economy by increasing its exposure to international competition.
Having established its market economic system, Hungary is focusing
on bringing market performance into line with its peers, mostly
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<Table 1> Automobile production in CEE, 2013 (1,000 unit)
Corporate
Brand
Production
area
Outputs

Skoda

Renault

Lada

Volswagen

Hyundai

Ford

Kia

Fiat

Peugeot

Dacia

CZ/SK

SL/RO

RU/etc.

HU/PL

SK

PL

SK

PL/SE

CZ/SK

RO

661

622

595

498

493

482

448

406

295

282

Source: HIS (2013).

through strengthening market performance into line with its peers,
mostly through strengthening competitive edge in important sectors
and overall improvements to the quality of regulatory governance.
The Eastern enlargement has brought forth intensified competition
between the affiliates of EU firms and those of the U.S. ones.

2.2. Pan-European Integration in terms of Production Site
and Market
Multinational enterprises accelerates pan-European integration on
their production, R&D, back-office functions by operating financial organizations and pooling logistics from individual country basis to
pan-European one. The prime impact of the Eastern enlargement may
be the fortification as production base and the increase in market
may be a secondary one. Old member nations are keen to enhance
their industrial adjustment capability on the motorcar, IT, steel and
textile and clothing industry by promoting trade, investment and technology cooperation with the new members of CEEC. The average
wage rate of CEEC ranges from1/5 to 1/4 of those of old member
nations. The relative share of FDI inflows from old members to
CEEC reaches about 65 percent. Most such FDI inflows have a close
relationship with the privatization or intra-industry trade of CEEC.
However, a scale of the current typical vehicle production varies
from CEECs, <Table 1> growing the scale similar to each other
across CEE in 2017 or it expect that Turkey toward the neighboring
Balkans to be pulling ahead of them in scales. However, if the production and development only occurs and consumption does not occur
in regional hubs, the central hub like Germany becomes vulnerable.
This is due to a close interdependence between the central hub of
Western Europe and Eastern Europe hub.
Eventually, due to the influx of companies such as Tesla electric
car, market Hub is easy to appear in a chasm. As the hub-spok
economy, the car industry is brought to Eastern Europe's export-oriented growth and German has to do developing of priority at
the same time producing new cars with a reasonable price. It should
induce the consumption of regional hubs.

3. Cooperation Patterns of Korean Firms towards the
pan-European Market
3.1. Trade Aspect
The population of EU increased from 380 million to 455 million

persons and its GDP reached to 9,000 US dollars via the Eastern
enlargement. Trade volume also increased up to 19 percent of world
trade. The GDP of new members takes into account only 5 per cent
of old members and import amount from new member countries to
old member countries records only 1 per cent of the total imports of
old member ones in 2004. But despite having equipped with such a
low level of GDP or trade, the CEEC has been some advantages of
having high-quality manpower and strong industrial bases for heavy
industries. The largest importer of Korean exports among new members used to be Poland which takes into account about 31 per cent
in 2003. Korea’s export to Hungary took over that of Poland in 2004
but Poland resumed its first position again in 2005(Manea and
Pearce, 2006). The relative shares of Korean exports to Czech
Republic, Hungary and Slovakia records 23 percent, 21 per cent and
11 per cent respectively. The export amount of Korea to new member countries was about 2.1 billion U.S. dollars which took into account of about 1 percent of total Korean exports in 2003. And the
corresponding Korean import amount from these countries was about
0.43 billion U.S. dollars whose relative share in total imports was only 0.2 percent.
The Eastern enlargement brings forth both positive and negative
impacts on the trade and FDI of Korea towards the CEEC. Some
positive impact comprises the following cases. Firstly, Korea’s exports
can be increased due to the reduced tariff rates in the CEEC.
Secondly, Korean firms, which carried out industrial migration from
the Western Europe to the CEEC, may increase their exports to the
Western Europe by making use the relatively cheap wage rates. For
instance, Samsung electronics or SDI plants migrated from the U.K.
to Spain, and further to Hungary. Thirdly, Korean exports and FDI
may be expanded by the increased income brackets of CEEC and the
incentive package of hosting countries. But there also emerges some
negative effects. As the new member nations abide by the common
trade policy of EU, Korean exports to the CEEC are expected to be
levied by anti-dumping duties, the CE (Commuautes Europeaenne)
mark system and the eco-label system. Such trade policy instruments
have not been applied to Korean exports before this enlargement.
Korean firms are requested to pay extra 5 percent surcharge for the
export of electronic products since July 2005 in accordance with the
full process responsibility.
The share of pan-European market accounted for 17.6 per cent of
total exports of Korea in 2004 which ranked the third position after
China and the US whose share recorded 19.6 percent and 18.2 percent respectively. Korea’s trade with the EU shows an increasing
trend whereas that with the U.S. shows a decreasing trend due to the
weakened dollars.
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3.2. Foreign Direct Investment Aspect
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management. Most Korean firms used the FDI as a means of increasing their market share or procuring cheap labor forces or raw
materials. They rarely used the FDI as a means of acquiring the tacit
technology or marketing skills. It may be imperative for Korean firms
to expand not only trade and investment but also joint R&D activities with the EU as an effective measure to diversity trade dependence on the U.S., Japan and China. An aggressive FDI for technology acquisition and diffusion may be helpful in procuring the tacit
technology for developing high-end products.

Most Korean firms have used the FDI to Europe to pioneer market or to make use of cheap labor in the CEEC. Daewoo Group installed its affiliates in London and Berlin in 1974 for promoting
trade. Samsung Group invested to Portugal in 1982 for TV
production. Korea’s FDI to EU is concentrated to a few nations such
as the Germany, France and the U.K. and most FDI have been
aimed at marketing activities, instead of production or R&D activities.
Daewoo Group built a motorcar plant in Poland in the early 1990s,
but these affiliates have been liquidated when the Daewoo Group had
been bankrupted since the currency crisis of 1997. The second movement of FDI to CEEC since 2000 shifted from Poland to Hungary or
Slovakia. About 40 Korean firms are carrying out business in
Hungary in a wide range of manufacturing, logistics and finance.
Samsung Group built a manufacturing center in Hungary and extended such activities to Slovakia. LG Group which built plants in
Poland makes use of Hungary as marketing headquarters. The mobile
phone company of Samsung locates in China, Brazil, Mexico and
Spain which are equipped with capacities of producing about 10 million phones a year. But there are only plants producing household
electronics in CEEC. There is still no plant or R&D centers in
CEEC. Most leading mobile phones such as Nokia, Ericsson and
IBM have their plants or R&D centers in CEEC.
In Korea, Hyundai is not even recruiting of humanities majors or
announcing except for who would need to offer them accordingly.
Regardless science for humanities majors in universities, they should
be taken both, at least as an ICT learning in common. Now global
talent convergence for HR is required. Humanities majors have to also willing to learn computer language and literature with ICT immediately as understanding SW engineers (computer technology) as interpreters (national language). Humanity has to encounter technology in
order to be commercializing something. So South Korea and Hungary
will have to co-cultivate and co-raise them for the higher educated or
equipped with talents for both technology and humanity.
If Korean firms do not fully make use of the Eastern enlargement
as an opportunity of enhancing in-house technological capabilities and
marketing, they are doomed to fail to fortify their competitive edge
in the pan-European marketing which may be featured by the keen
competition on maintaining high quality and a wide product portfolio

4. Korea’s Mobile Phone Marketing Strategy towards
the pan-European Market
4.1. Global Mobile Phone Market
The IT industry has such an attribute of short life-cycle, product
differentiation and very rapid pace of the Innovation & Consumption.
It requires not only the economies of scale in the flavor of Marshall,
but also the ‘learning by doing’ of Arrow as well as the ‘linkage effect’based on the human resource development of the endogenous
growth theory elaborated by Romer. The U.S. has maintained the
front runner and the EU and Japan have been lagging behind in
terms of in-house technological capabilities and innovation and consumed at the same time. The EU plans to expand its IT industry
hubs from the Western and Northern Europe to the Eastern and cross
its fingers for the possible upward movement of competitive edge in
IT industry. Hungary is endowed with the highly-quality manpower
and location hub in logistics. <Table 2> shows the marketing share
of world leading mobile phone firms.
However, since 2008, within regional hubs of innovation that had
begun to increase consumption of mobile phones, it has replaced the
existing ordinary mobile phone with a smart phone like iphone.
Nokia has caused the chasm (Technology- Marketing disconnected).
Nokia finally went off from the center of the investment. Nokia factory and investing the R&D centers in Hungary as regional hubs was
suspended, then closed. Like Siemens in 2005, Nokia in 2012 was to
be disappeared in the regional hubs of the world as well as the central hub of Europe.

<Table 2> Market Shares of Leading Firms (mobile phone, %)
1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

Nokia

19

24

28

32

37

38

34.7

30.4

31.8

34.1

38.8

Motorola

22

20

19

15

15

16

14.5

15.3

17.5

21.3

14.1
14.3

Samsung

3

4

5

4

6

9

10.5

12.7

12.3

11.6

Siemens

4

4

5

6

7

7

8.4

7.2

3.5

-

Sony Ericsson

17

16

12

10

8

5

5.1

6.2

6.1

7.3

9.2

LG

-

-

-

-

-

-

-

-

6.6

6.3

7.2

Other

35

32

31

33

27

25

26.8

28.2

22.2

19.4

16.4

Total

100

100

100

100

100

100

100

100

100

100

100

Source: Seo (2008).
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4.2. Changes in the pan-European Marketing Strategies
In the early 1990s, Korea had contemplated the impact of ‘Single
Market’ of 1992 on the Korean trade and investment with the EU.
Such a concern was intensified by the possible emergence of ‘Fortress
Europe’. Flows of trade and investment with the EU have been expanded before the currency crisis of 1997, but it showed a downturn
in the late 1990s. Korea had undergone through tough times in settling down trade disputes with the EU in electronics, shipbuilding and
motorcar industry. Since the mid-1990s, there has been virtually no
systematic approach to facilitate trade and FDI with EU. The sluggish
progress with the EU may be stemmed from the heavy reliance of
Korea’s trade and investment with the U.S., China and Japan. But the
pan-European market has become too large to be treated as a residual
market in terms of trade, investment and technology cooperation.

4.3. Market Segmentation by reflecting Consumer Tastes
Despite having perceived the increased market size and the relative
importance of the pan-European market, the lack of perceiving differentiated tastes of consumers has worked as an impediment factor for
both Korean firms and public organizations in capturing the EU
market. Conventional market survey classifies consumers on the basis
of national borders. But it may be more plausible to augment demographic, social psychological and behavior traits to the national category as a means of drawing strategic implications. It may be reasonable to sort out consumers on the following categories which reflect
salient features: differentiated lifestyle, diversified evaluation method of
brand equity, different patterns of purchasing products, different ditches
of price sensitivity, attitude of European customers towards Korean
products and consumers’ awareness towards product differentiation.
It shows national differences in consumer preferences at national
levels. The Central and Eastern European countries exhibit strong
preferences on Euro and self confidence compared with stylish and
traditional attitudes. It is inferred from Homogeneous consumer needs,
tastes and lifestyles in the EU that the homogeneous attributes between the Western Europe and CEEC is greater that those between
the Western Europe and Korea. It may be, thus, sensible for Korean
firms to have affiliates in the CEEC as a means of promoting the
pan-European marketing. It is also noticeable that there is not a wide
margin in competitive edge of new membernations in the CEEC compared with the old ones as shown in Competitive Edges at the Sector
Specific Level of EU. This implies that the CEEC may be a suitable
place to build plant and R&D facilities whose products may be loaded to the Western European markets or elsewhere in the global market if Korean firms successfully bridge or close the gap in
pan-European marketing and R&D activities.

4.4. Importance of R&D activity for the pan-European
Marketing
The critically important corporate strategy for Korean firms to increase their market shares in the emerging market of the CEEC as
well as Western European countries may be reformulated into how to

capture the niche markets. Another important reason for pursuing such
a marketing strategy is that it may allow Korean firms to bridge the
chasm between the initial market penetration and the mass marketing
with a minimal frictional cost. The chasm marketing refers to the discrete of marketing caused by the uncovered sunk cost of R&D expenditures due to a wedge between marketing and R&D activities. It
shows the chasm market in terms of technology life-cycle.
It indicates the bottleneck of discrete marketing activities that
emerge when marketing revenue does not fully cover the R&D expenses of items whose product life cycle is rather short. The chasm
may work as an entry barrier for a further development of early majority market. The high-end products with extremely short-life cycles
are liable to fill the slots of chasm. Chasm marketing aims at reducing and closing such a chasm by analyzing how to finance the
R&D and capital expenditure for capturing the early majority market.
This approach alleviates the possible extra burden of Korean firms in
expanding their market share in the enlarged pan-European market.
The chasm marketing refers to the discrete of marketing caused by
the uncovered sunk cost of R&D expenditures due to a wedge between marketing and R&D activities.
It pointed out that Samsung Electronics faced with chasm marketing issues as compared to other competitors. The same point is, if
Samsung group rely on economies of scale, the chasm marketing
should not be a problem. But if they rely on the ability to design
and product differentiation chasm marketing, there may be a problem.
The company will also increase the likelihood of bankruptcy.

4.5. Corporate Strategy and Public Policy
Marketing foothold in the EU is Hungary like a hub of market
distribution within CEEC, for example, South Korea conglomerate
cases like Samsung, LG, Hyundai-Kia, Hankuk Tire have already entered into the European single market through the benefit such as
low cost, incentives (direct cash subsidies), EU funds, so on.
Representative entrepreneurs, Samsung (Samsung) had started from
Hungary, and expanded own business in Slovakia, and built the consumer electronics factory in Poland. Although the cost level of central
Europe is favorable considering the many variables of matters, such
as higher distribution costs, taxes when compared to China. It is because public policies will actively encourage these things. If some entrepreneurs’sales established in there, they will be increasing the proportion of marketing and distribution out and, even added to such
R&D investment, the width of the incentives and workforce are greater in Hungary.

5. Conclusion & Implication
This paper has shown that it is rather imperative for Korean firms
to carry out FDI to the CEEC in terms of pan-European marketing.
It emphasized on the critical importance of tracing out the possible
emergence of chasm like Nokiea. It also points out the potential risks
of chasm by failing to cover the R&D expenditures due to the discrete patterns of consumption and rapid pace of product life cycle.
By taking into account the crucially important role of R&D and focusing on hubs of own market distribution, it demonstrates the im-
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portance of aggressive investment to capture the niche markets by
making use of FDI on joint R&D activities. Kia’ E-car fields include
of Samsung and LG are evaluated to have been agile in bridging the
chasm market by making use of FDI for accommodating the changing patterns of market with technology catch-up. For marketing foothold in the EU hub, entrepreneurs need a hub of market distribution
within CEEC.
Without the marketing investment that create consumption in
emerging regional hubs such as Eastern Europe or simultaneously developing continuous products it will fail in global marketing. This is
because close interdependencies is being made some hubs between the
emerging regional small market and the central large one such as
Germany and France. But they may be falling behind in the chasm
marketing over the pan-European unless they successfully trace out
the changing patterns of demand and technology map of competing
firms. The public policy in a knowledge-based economy is required
to shift form the role of restraining to fostering in terms of promoting linkage effect for avoiding the chasm.
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Power Industry in Kazakhstan: At Transition Stage
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Abstract
The primary purpose of this article is to review about an assortment of technical and innovative developments taken place in Kazakh
power industry since its inception. This study applied an analytical
approach to analyze and examine diverse changes in government policies, industrial, innovations, and trends in power generation, distribution, and consumption. With a meticulous review of things going
on in the last two and half decades, the researchers identified myriad
number of changes in all facets of the Kazakh power industry which
contributes its principal share to the economic development of the
country. Kazakh power industry has witnessed persistent evolutions in
establishment of new plants, introduction of technology and innovative
methods in the areas of production, distribution, and consumption
which is a foremost and most crucial for the overall development.
Keywords: power sector, technology, innovation, Kazakhstan.

1. Introduction
Power industry which is one of the core industries in Republic of
Kazakhstan plays a pivotal role in the country’s economic and social
evolution. Power industry in Kazakhstan has experienced a challenging and agonizing post-Soviet transformation and both power generation and consumption knocked-down drastically in 1991. The power industry was and remains a key factor of the country’s industrial
renaissance and economic growth. The electric power generation accounts for about one tenth of all industrial output of Kazakhstan
which scores third among CIS countries in terms of power generation
(http://images.mofcom.gov.cn/ozs/table/kaza/power.pdf). A belligerent
privatization of power sector came into existence with government’s
participation. The new millennium’s vigorous economic growth boosts
power generation coupled and plagued with both financial and eco* First Author and Corresponding Author. Professor & Head:
Department of Management Studies (MBA). Nimra Institute of
Science & Technology. Nimra Nagar, Jupudi, Ibrahimpatnam- 521
456, Andhra Pradesh, India. Phone: 9196183 98888 (Mobile)
E-mail: prmouly@yahoo.co.in
** Ph. D. Student: Kazakh-British Technical University. 59 Tole-bi Street,
Almaty 050000 Republic of Kazakhstan. Phone: +7 701 940 02 61
(Mobile) E-mail: m.abikaeva@mail.ru

nomic crisis. Power generation and consumption in the country began
to rise in 2010 and generation increased by 5.2 percent and consumption also jumped in 2011. According to the Ministry of Industry
and New Technologies, Kazakhstan anticipates 150 billion kW/h of
power generation by 2030 (http://www.iberglobal.com/files/kazajstan_power.pdf). Currently, fifty four thermal power stations, five hydroelectric power stations and one nuclear power station has the power generation capacity of around 95 billion and plans to enhance the
capacity to 150 billion kWh by 2030. Kazakhstan is a major power
producing country in the central-Asian countries which helps to assure
stable prices for energy. The researchers identified enhancing trend of
power consumption particularly from industrial sector and enormous
power requirement for the surrounding countries has propelled to
study this topic with contemporary importance.

2. Power Sector in Kazakhstan
In Kazakhstan the electric power complex is identified as one of
the priority sectors of the state’s economy. The electric power development program up to 2030, adopted by the resolution of the
Republic of Kazakhstan dated April 9, 1999, includes a number of
tasks: a) to achieve energy self-sufficiency of the economy and population, and as a result, to achieve energy independence, as part of
the national security of the country; b) to create export and competitive power resources, with the possibility of their supply to the
energy markets of neighboring and third countries; c) to develop
competitive electricity market on the available basis for manufacturers
of transport and distribution network and power flows supervisory
control system. The territory of the Republic of Kazakhstan energy-wise is divided into three regions: a) The Central and the North
regions: Akmola, Karaganda, East Kazakhstan, Kostanay and Pavlodar
regions. Their power utilities are united by common network and are
closely connected with the Russian Federation; b) The South region:
Almaty, Kyzylorda and South Kazakhstan regions. It is united by a
common electrical network and has developed connection with the
Republics of Kyrgyzstan and Uzbekistan. Since 1998, the South zone
is included into parallel operation with the North region; c) The
Western region: Aktobe, Atyrau, West Kazakhstan and Mangistau regions, power utilities of which have electric connection with the
Russian Federation. Mangistau, Atyrau and West Kazakhstan regions
are united by a common electric network and electric industry of
Aktobe region is insulated.
The basis of the electric power is coal-based electricity, based on
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cheap Ekibastuz coals. Previous periods the coal industry and the energy sector were invested by large capital investments and considerable groundwork for its development in the future was created.
Coal deposits are mainly concentrated in the North and Central
Kazakhstan, and the main sources of electrical energy are also placed
here. These regions are self-powered and potentially have its surplus
that can be offered to the internal and external electricity markets.
The South region of the Republic of Kazakhstan does not have sufficient primary energy resources, and its power industry is based on
imported coal and gas imports. Part of the electricity needs is covered by import from republics of Central Asia. The Western region
of the Republic of Kazakhstan having own reserves of hydrocarbon
fuels, some electricity needs covers by its import from the Russian
Federation. With the development of existing fuel resources it becomes possible to provide own needs in a short time and to create
resources export, if it is necessary. At the end of '90s electric generating stations of Kazakhstan had the power potential that could
fully meet its own demand. But due to established network schemes
and market conditions the South and the Western regions import electricity and power.
After the collapse of the USSR electric power industry of
Kazakhstan was almost completely privatized. At the end of XX century and in the beginning of the XXI century company AES was the
largest power producer (20%), which owned the for 30-years lease of
Ust-Kamenogorsk and Shulbinsk HPP, Sogrinsk, Leninogorsk,
Ust-Kamenogorsk and Semipalatinsk CHP. Currently, the AES group
of companies of Kazakhstan includes four power producing companies: "AES Shulba HPP" LLP, "AES Ust-Kamenogorsk HPP" LLP,
"AES Ust-Kamenogorsk CHP" LLP, "AES Sogrinsk CHP" LLP and it
is a part of Regional business unit of AES Corporation in EMEA
region. Hydro potential of Kazakhstan is quite large and it is about
170 TW per year, today only 23.5 GW are produced per year (30%).
Small hydroelectric power units, capacity of which is less than 10
MW are important in general number. On the basis of existing survey results today there are at least 480 potential projects of small hydropower plants with a total capacity of introduction in 1868 MW
and 8510 GW of the average annual capacity of power generation.
Main hydropower resources of Kazakhstan are concentrated in the
East and South-East regions. The Irtysh River with quite abounding
right bank inflows: Bukhtarma, Uba, Ulba and some others, forms the
basis of the hydrographic network of East Kazakhstan. On the basis
of these rivers main hydropower plants of the republic are built:
Bukhtarma (675 MW), Shulbinsk (702 MW), Semipalatinsk (312
MW).Hydropower resources of the South-East Kazakhstan can be divided into two pools: the Ili River and the eastern part of lakes
Balkhash and Alakol. Rivers of the first of them are flowing down
from mountains Trans-Ili Alatau, and the second are coming from
Dzungarian Alatau and Tarbagatai. From the total number of rivers of
the South-East Kazakhstan (874), only 66, or 7.6%, can be potentially
used for the construction of hydroelectric power plants, including rivers of Ili river-basin - 25 out of 379 (6.6%), and rivers of the eastern part of Balkhash water area and Alakol depression - 41 out of
495 (8.3%) (www.ukimet.kz).
Most prospective rivers for the hydroelectric construction of consid-

erable power are the following: of the regions Ili, Sharyn, Chilik,
Karatal, Koksu, Tentek, Hergos, Tekes, Talgar, Bolshaya and Malaya
Almatinka, Usek, Aksu and Lepsy. The largest Kapshagay
Hydroelectric Power Plant (364 MW) is built on the Ili river;
Cascade of HPP with a capacity of 61 MW operates on the rivers
Bolshaya and Malaya Almatinka. The lower flows of three river systems: the Syr Darya, Talas and Shu are located in the South
Kazakhstan. Potential energy resources of the region are determined
with 23.2 billion Kilowatt per hour and the share of Syr Darya River
is 43% or 10 billion Kilowatt per hour. However, all the water
streams of South Kazakhstan within the republic do not have power
value and their water resources are used for irrigation and water
supply. The North and Central Kazakhstan have a minimum of water
and energy resources, and their share is only about three billion kilowatt/hour or 1.7% of potential hydropower resources of the country.
The main share of hydropower resources in the northern Kazakhstan
falls on the Ishim basin - 950 million KW/h, in Central Kazakhstan
it falls on a group of rivers of Torgai plateau - 656 million KW/h
and lake basins Tengiz and Karasor - 478 million KW/h. As rivers
of this region have a low energy potential, it is possible to build
there only low-power HPP with hydro system of general economic
purpose, like hydroelectric power station built on the basis of
Sergeevskoye reservoir. The Western Kazakhstan includes rivers flowing into the Caspian Sea (the Ural, Uzen, Emba and others), their
water-energy potential is estimated in 2.8 billion KW/h, and they are
used mainly for industrial water supply, irrigation, fishery and
shipping.
Kazakhstan has no national electricity grid, but a northern grid
links to Russia and a southern one links to Kyrgystan and
Uzbekistan. Electricity production was 93.9 TWh in 2013, 69 TWh
(73%) from coal, 17 TWh from gas and 7.5 TWh from wind, according to the Energy Ministry.Net export was 2.3 TWh. In 2012 capacity was 20 GWe. In 2012 the government's energy system development plan had 150 TWh/yr productions in 2030, with 4.5% of this
from nuclear and 10% from renewable sources. The government planned investment in electricity production and grid of $7.8 billion by
2015, and foresees $64 billion by 2030 (http://www.world-nuclear.
org/info/Country-Profiles/Countries-G-N/Kazakhstan/). In general the
power of currently existing hydropower plants of Kazakhstan is 2068
MW with annual power generation of 8.32 billion kilowatt per hour.
Currently, 15 hydroelectric power plants and cascades with total capacity of 2270 MW operate in Kazakhstan, including: Shulbinsk HPP
- 702 MW; Bukhtarma HPP - 675 MW; Kapshagay HPP - 364 MW;
Ust-Kamenogorsk HPP - 331.2 MW; Shardarinsk HPP - 100 MW;
Cascade of Almaty HPPs - 61 MW; Cascade of Leninogorsk HPP 14 MW; Karatal HPP - 10.1 MW; Talgar HPP - 3.2 MW; Zaisan
HPP - 2.0 MW; Sergeevskaya HPP - 2.0 MW; Uspenskaya HPP 1.92 MW; Antonovskaya HPP - 1.6 MW; Georgievskaya HPP - 1.4
MW; Urdzhar HPP - 0.2 MW (www.ukimet.kz).
"Samruk-Energo" JSC was created in May 2007 for the consolidation of energy assets, included into the structure of the holding
"Samruk", optimization of corporate management, development and
implementation of the modernization program and construction of generation facilities in Kazakhstan. Under the control of "Samruk-Energo"
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JSC there are large power stations: Ekibastuz GRES-2 Power Station,
Jambul GRES, Bukhtarma HPP, Shulbinsk HPP, Ust-Kamenogorsk
HPP, Shardarinsk HPP, chain of Almaty power plants. Real objects
of the new hydro construction in 2010 are Maynakskaya HPP (300
MW) on the Charyn River and Kerbulak HPP (50 MW) on the Ili
river, used as counter regulators of the Kapshagay HPP. The possibility and terms of construction of these hydropower plants allow reduce the deficit of electricity in the South Kazakhstan by 900 million
KW/h. Construction of new energy sources in short supply regions of
Kazakhstan with the use of water resources allow strengthen these
areas energetically and reduce their dependence on other energy surplus regions. It is expected that by 2010, productivity of hydropower
plants, taking into account the commissioning of the new capacity,
will reach 10 billion kilowatt per hour (www.ukimet.kz).
Significant amount of highly saline ground water is accumulated in
the drainage basins of the south parts of the country. It is perspective
to desalinate water of these natural reservoirs as well as salted drainage water, using them for the reception of solar energy, where liquid
convention is eliminated due to a certain distribution of the concentration of the brine height wise. Captured solar radiation generates
electricity and low-grade heat for district heat supply. The most important feature of hydropower resources in comparison with the fuel
and energy resources is their continuous renewability. Absence of fuel
demand for HPP defines low cost of electricity generated in the HPP.
Therefore, the construction of HPP, despite the considerable investment by 1 KW of installed capacity and long construction time, was
given great importance, especially when it is connected with accommodation electric capacity production. However, HPP operating experience has revealed some negative aspects. Reservoirs affect the water
exchange and self-cleaning of rivers. Dams disrupt the living conditions of water inhabitants. Changing the water flow leads to the
disappearance of traditional bottom-land meadows, water detention by
the dam causes flooding of surrounding areas. All of this inevitably
affects the ecosystems of these regions. Today, we also study the effect of pressure and artificial reservoirs connected with HPP on the
geological processes occurring in the earth's crust. The well-known
advantages of hydropower plants in comparison with other types of
power plants are the constant no cost renewal energy, high maneuverability, multipurpose utilization of water resources, the absence of air
polluting emissions and fuel economy, they are often disavowed by
the negative impact of hydropower plants on the environment and the
withdrawal of agricultural land during the creation of large reservoirs.

3. Transition in Kazakh Power Sector
Since its inception in the early 1990s, this core sector industry has
identified so many leaps and bounds and finally on the track with
victorious or notable developments in all facets like generation, distribution, and consumption. The transition to a market economy has
led to a sharp increase in the cost of fuel and, as a result, the increase in tariffs for electricity. All these factors stimulate the desire
for wider use of local renewable energy sources, namely the construction of new and rehabilitation of pre-existing small hydro power
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plants. One of the "forgotten" raw materials is biogas, used in
Ancient China and again "open"in our time. Biogas is a product gas
produced as a result of anaerobic, i.e. occurring without air, fermentation of organic substances of different origin. Its main components
are: methane (CH4) 55-70%, and carbon dioxide (CO 2) 28-43%, as
well as other gases in very small quantities, for example hydrogen
sulfide (H2S).Any peasant farms throughout the year collect a considerable amount of manure, haulms, and various wastes. Usually, after
the decomposition they are used as organic fertilizer. However, very
few people know what amount of biogas and heat are released during
the fermentation.
And in fact this energy can serve well for villagers. 15 m3 of biogas per day provide the needs for heating, hot water supply for a
family of 4 - 5 people in a house of 60 m2. 1 m3 of biogas is
equivalent to 0.4 liters of kerosene, 1.6 kg of coal, 0.4 kg of butane,
and 2.5 kg of manure cakes. Stable source of biomass for energy
production in Kazakhstan are the wastes of products of animal
industry. Annual output of animal and poultry wastes on a dry
weight basis is 22.1 million tons, or 8.6 billion m3 of gas (cattle 13 million tons, sheep - 6.2 million tons, horses - 1 million tons),
17.7 million tons of crop residues (wheat - 12 million tons, barley 3
6 million. or 8.9 billion m ), which is equivalent to 14-15 million
tons of fuel oil equivalent, or 12.4 million tons of fuel oil, or more
than half of crude oil. Despite the reduction in the number of livestock and poultry the processing of accumulated animal wastes is
promising. Due to their processing approximately 2 million TFOE/year
of biogas can be obtained. The processing of this gas in electro gas
generator allow receive up to 35 billion kW/hour (half of the total
energy consumption, while the need for agriculture is 19 billion) annually, and at the same time 44 million Gcal of heat energy.
In addition, if we use biogas for electricity production, its prime
cost will be just 0,025-0,075 dollars per kW/h, while electricity from
traditional sources costs 0.1-0.15 dollars per kW/h, therefore biogas is
2-4 times more economical. The need for chemical fertilizers is
eliminated. Liquid bio-fertilizers increase productivity by 50% and allow get environmentally clean production. The production of chemical
fertilizers consumes up to 30% of the total energy consumption of
agriculture. Nitrogen is not lost, as it is happen during normal composting, and passes into ammonia cal and easily digestible form.
Phosphorus and potassium are fully mineralized. Classical composting
terms are 0.5 - 1 year. Around 500 - 700 kg of fertilizer and 400
m3of biogas can be obtained from 1 ton of wastes of dry substance.
Briquette manure can be used as fuel for motor vehicles and agricultural machinery in rural areas (with the installation of gas generator
engines).
Taking into account the fact that the potential reserves of biogas,
concentrated only in waste of world agricultural production, amount
to 1-1.3 billion tons of fuel per year it is possible to minimize the
probability of scientists predict on energy catastrophe. In addition, the
scraps of the fermentation of the organic content of the biogas plant
contain nitrogen, phosphorus, potassium, and trace elements that are
absent in normal mineral fertilizers. In other words, biogas technology
is the most radical, environmentally friendly; waste-less method of
processing, recycling and detoxification of a variety of organic wastes
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of plant and animal origin. A biomass as an energy source is: a) renewability; b) less than 0.1% of sulfur and 5.3% of ash during burning; c) biogenic matters derived from biomass (nitrogen, phosphorus,
potassium and others.), which are returned to the soil as fertilizers.
However, for the current period the share of solar, wind, thermal
waters in the total energy consumption of the republic is insignificant
and amounts to only 0.02%. Nuclear energy is also used for energy
production. It is strongly entered into life of mankind. Nuclear power
plants use radioactive elements, uranium and plutonium, as fuel. The
heat is released during the decay of nuclei of these elements into
lighter nuclei. The reaction of radioactive decay is happening in nuclear reactors. The largest reserves of uranium are located on the territory of republic (up to 29% of world reserves) and up to 70% of
uranium raw of atomic industrial complex of the former Union is
produced here, that amounts to1.4 million tons. As of today there are
7 mines for the extraction of natural uranium, 2 plants for production
of uranium oxide concentrate (Aktau and Stepnogorsk), 1 plant for
processing the UF6 and UO2 and production of fuel pellets for
RBMK and VVR reactors. On the territory of the former
Semipalatinsk nuclear test site in operation there are three of four research reactors are in operation, they have no analogues in the world,
and are intended for working and testing of nuclear rocket engines,
research in the field of reactor material science and the safe operation
of nuclear power plants.
In Kazakhstan, only one nuclear power plant operated since 1972
(currently not functioning). It was as part of the Mangyshlak power
complex on the basis of fast neutrons nuclear reactor BN-350, which
was overage. Now it is preserved using the international community.
Nuclear power installation produced electricity (125 MW) and fresh
water (10,000 t/d) part of pair was used for technological needs.
NPPs can produce enormous amounts of energy, but their construction is expensive. It is fact that there is no activity insured of
accidents. But there is nothing more dangerous than large industrial
disaster in nuclear power plant. Nobody knows the impact of the nuclear reactors activities operating in the normal project (non-emergency) regimes on the environment. There are only a few facts: a)
around the US NPP for the first 10-15 years of its work a statistically significant increase in the number of breast cancer was observed; b) around German nuclear power plants the number of children suffering from leukemia significantly increased; c) a significant
influence of the Swiss nuclear power plants on the surrounding vegetation was revealed. Increasing the concentration of carbon dioxide in
the atmosphere in the next decade will be a major limiting factor for
the use of organic fuels due to the increase in temperature of the
earth's atmosphere, so-called "greenhouse effect". The Republic of
Kazakhstan has all the objective conditions for the development of
nuclear energy in the future. However, the society has to come
through the evolution of its development and improvement of consciousness to take the decisions and responsibility for the operation of
such dangerous high-end technologies.
Problems of nuclear energy are international. It is impossible to
build NPP without the consent of the IAEA (International Atomic
Energy Agency) and the international community. What factors oppose the construction of NPPs in Kazakhstan? –Sufficient amount of

fuel (coal, gas, oil) to solve the energy problems in the near future.
Development of engineering infrastructure (railway, the existing power
plants, high-voltage power lines) minimize traffic problems of traditional energy; absence of significant sources of water required for nuclear power and the existing are mostly non-flowing, except for the
Irtysh area where adverse environmental and seismic backgrounds;
country which has refused from nuclear status, cannot combine a
number of technological cycles to reduce the economic burden of the
cost of electricity; there is no necessary energy situation for the
country to go through the chain of risks: theory, development, construction, operation. The society should learn available, created by nature, fuel resources, it should have the appropriate level of knowledge
of science, technology and culture of the use of such super concentrated techno-geniepower, which is more dangerous than any natural anomalies.
Orientation for the construction of NPPs will inevitably lead to the
problem of radioactive waste disposal. They are the source of very
dangerous radiation for a long time. Nuclear waste is a serious threat
to all living things, because they are buried under the ground. In former times Russia and Kyrgyzstan took for burial wastes from activities of uranium enterprises and nuclear power plants. Today it is
necessary to create own system. For Kazakhstan, in comparison with
other countries, this problem can be solved with the lowest costs, because as the probable location of radioactive waste disposal sites it is
possible to use tunnels and wells of the former Semipalatinsk test site
or salt wells Azgirskiy site. The complexity of solving the problem is
to select sites for burial. They should correspond to a number of parameters: on seismic, hydrogeology, sparsely populated areas and
others. Many countries, especially small countries in Europe, do not
have such sites. Atomic engineering includes a large set of complex
manufactures and advanced technologies, using the latest achievements
of science: centrifuge and laser isotope separation, new composite,
fuel and construction materials, automated control systems based on
modern high-performance processors and computers, etc. Scientists of
leading nuclear industry organizations have developed will introduce
in the near future fundamentally new technologies of radioactive
waste management, such as transmutation of actinides and long-lived
radioactive nuclides. This program is a continuation of the scientific
research works in the field of nuclear energy in Kazakhstan, radioecology, nonproliferation problems, applied nuclear physics.
The results obtained during the performance of main tasks of the
republican target of the scientific and technical program "Development
of Nuclear Energy in Kazakhstan" in 1993-2003, attracted many foreign institutions and allowed to attract additional financial investment
in the form of grants from international organizations, contracts with
Japan, America and the European Union. The amount of non-budgetary financing of scientific research works was about 50%. Attraction
of non-budgetary resources has allowed improve the instrumental base,
modernize the available and build unique stands, expand the network
of geophysical stations, develop production technology of radio-farm-drugs on the available reactor and accelerator facilities of the
NNC RK. The work on formation and expansion of Kazakh nuclear
power collected one of the main sections in the Republican Target
Scientific-and-Technical Program elaborated in 1992-1993 and clear
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objectives, errands and guidelines of the National Nuclear Center and
its institutions. Kazakhstan Governmental Resolution #925 dated
August 20, 2002 adopts the development concept for uranium industry and nuclear power engineering of the Republic of Kazakhstan
for the years 2002-2030.
The tasks put by in the concept aim at revolution of Kazakhstan
power engineering into an ultra-modern, science intensive, enthusiastically mounting branch that would become a concrete foundation of
obligatory and sustainable growth of the national economics and the
nation's opulence development. The program covers the period 2000
to 2030 and defines a plan of the first stage in generating and increasing the national nuclear power. One of the first steps in carrying
out this program was to conduct a feasibility study for construction
of nuclear power plants. A victorious expansion of the nuclear power
is impracticable without solving problems of its secure function
(http://www.nnc.kz/en/O-predpriyatii/activities/developmentae.html).
Computer park has been completely re-equipped, laboratories are
equipped with new modern installation (spectrometers Canberra, germanium detectors ORTEC GMX 13180-S, portable radiological laboratories) for radioecological studies, unique stands EAGLE, COTELS
to conduct research on the safety of nuclear installations, modernization of physical protection systems of reactors is carried out, infra audible and seismic stations to monitor nuclear tests in the towns of
Karatau, Aktobe, Makanchi have been commissioned and operate.
About 40% of the territory of the Semipalatinsk test site was monitored according to large-scale grid. Technologies have been developed;
production of three radiopharmaceuticals (technetium, thallium, iodine)
was
adjusted
(http://www.nnc.kz/en/O-predpriyatii/activities/developmentae.html). Development of scientific relations with higher education institutions of Kazakhstan and Russia allowed organize the first
class of graduates, local specialists (14 people - in 2001, 12 people in 2002) with a degree in "Nuclear reactors and power installations"
in Shakarim Semipalatinsk State University.
Alternative energy, using the power of wind, solar, small rivers,
thermal ground water, biomass and other sources currently has high
specific investments in comparison with traditional energy sources.
However, with increasing the price of organic fuel and the constraints
of society, aimed at protecting the environment, the effectiveness of
alternative sources of energy will undoubtedly increase, and their creation will be the most important area of energy efficiency. In terms
of industrial and innovative development the most important task of
the development the energy complex in Kazakhstan is the development of industrial, and most importantly, the investment potential. It
requires active actions in two priority areas. Firstly, it is efficient
management of public power assets. Now we need to coordinate the
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state policy in the energy sector. Secondly, it is necessary to modernize existing and build new generation capacities, introduce new technologies in the energy sector. Moreover, the modernization of
Kazakhstan's power means not only narrowly technical or production
aspects. It is also necessary to improve the management, and to achieve effective cooperation between the departments of energy
companies.

4. Conclusion
The notable developments in technology and innovative methods
followed in power generation plants, establishment of distribution lines
etc., confidently enhances the ability of the sector in all walks of its
operations which extends industry’s support to the Kazakh
development. Sanctioning of World Bank loan of USD 140 million to
the Government of Kazakhstan and the Kazakhstan Electricity Grid
Operating Company (KEGOC) toward a USD 258.4 million for transmission rehabilitation project in 1999also propelled the industry to the
development in all areas. Finally, with the seamless efforts of
Government of Kazakhstan and the cordial privatization of the industry boosts the sector based on the successful meeting of the needs
and wants of the people.
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Abstract
In this article we consider the modern trends of global warming,
GHG pollutions and discussions of the obligations of developed and
developing countries before the UN Global Climate Summit in Paris.
The article considers decarbonization as a national strategy, including
complex tools for the improvement of energy efficiency, reduction of
CO2 and development of emissions trading systems. The author underlines that the Central Asian countries such as Kazakhstan and
Turkmenistan, have the largest GHG potential in the region, and for
this reason they should be within the framework of the UNFCCC
and join the international process on development of the national decarbonization strategies. These measures allow these countries to join
the global carbon trade marketing, international financial recourses,
and significantly reduce Co2 pollutions in the region.
Keywords: Global Climate Change, UN IPCC, Low carbon regulation, decarbonization, CO2 emission, emission trade
system.

Climate Change, including floods and hurricanes, morbidity and mortality caused by heat, energy demand growth provided in the Risky
Business Report,1 indicate that the climate is no longer a problem of
the future and every year becomes a more pressing issue for management of companies, shareholders and ordinary citizens.
Summarizing the speakers at the climate session in Davos, it is
worth to emphasize the speech of Mr. Ban Ki-moon, UN Secretary
General, that "Climate change development two sides of the same
coin" and "One key transformation for the post-2015 era will be to
make growth more inclusive (sustainable, based on natural resources
management) and green(assuming the use of clean, green technologies)"2; speeches of Mr. Kim and Mr. Leger, heads of the World
Bank and IMF on the necessity for more aggressive policy to promote sustainable transport and energy efficiency, and speech of Mr.
François Hollande, the President of France on global treaty that promotes effective addressing to the
major challenge of the 21st
century.3
The day before Davos, U.S. President Barack Obama delivering his
sixth State of the Union Address to Congress, underlined the importance of studying the problem of climate change "… climate
change poses immediate risks to our national security" and again emphasized the importance of adopting new Climate treaties.4

1. Introduction
2. Main Part
Climate change is the second consecutive year is on the agenda of
World Economic Forum in Davos: the rate of global warming as the
result of anthropogenic factors is increasing and climate risks as the
factor which significantly impacts the pace of global economic
growth. Politicians, scientists and experts from all over the world
have continuously raised and continue to raise the issue of global
warming which is likely to cross dangerous warming of 2℃ in spite
of the measures taken to reduce greenhouse gas emissions.
Today, climatic factors have already had a significant impact on
the business world and as per the forecast of IPCC experts the pace
and extent of such impact in the future will only increase. Thus, climate change creates significant barriers for agricultural, oil and transport companies, construction and other infrastructure sectors, in general causing a slowdown of economic growth. The Economic Risk of

* Director, Scientific Research and Education Center "Green Academy".
20 Dostyk Street, Astana 010000, Republic of Kazakhstan. www.greenacademy.kz Tel: +7 (7172) 27 72 93Fax: +7 (7172) 27 95 80
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The need for comprehensive solutions to mitigate climate change –
decarbonization strategies - are updated in light of the growing trend
to diversify sources of energy supply almost in all sectors of the
economy, and increasing of the renewable energy sources share
(RES) in the balance of energy and increase of energy efficiency as
a whole. According to expert forecasts, in the next 10-15 years, the
dependence on fossil fuels (especially under long-term contracts) will
decrease significantly, oil, gas and coal prices will be low and will
not secure investments return on many energy projects, at the same
time, the activity of companies that supply RES technologies will increase dramatically. One reason for such forecast is the introduction
1 Gordon, Kate. (2014). Risky Business: The Economic Risks of Climate
Change in the United States
2 World Economic Forum (2014, January)
3 Kokorin A. &Safonov. G. Information materials to the subsidiary
bodies of the UNFCCC
4 Obama, B. (2015, January). Remarks of the President in the State of
the Union address
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of ten gigawatts RES capacities by China and building-up of global
technology export of solar, wind and other kinds of RES.
In addition, due to increased oil supplies from Iraq and Libya, and
shale gas (as LNG) from the United States and Qatar the downward
fluctuations in world prices for oil and gas are expected.
On the other hand, as per the recommendations of the United
Nations Framework Convention on Climate Change(UNFCCC) there
are planned the tightening of regulations on GHG emissions at the
international level, the introduction of standards, technological requirements, carbon credits, establishment of systems of monitoring and reporting, and emissions accounting within implementation of international projects (World Bank, OECD, EBRD, etc)
The target indicator is 2 tons of CO2 per capita by 2050 which
would help to prevent growth in global temperatures more than by
2℃. The following table lists the specific CO2 emissions from fuel
combustion per capita by some countries, including the countries of
Central Asia. It is important to underline, that in the world as a
whole this indicator has increased from 3.97 to 4.50 tons of CO2 per
capita for the period 1990-2011. The world leader in 2011 was Qatar
(38.17 tonsper capita). High values of this indicator were observed in
the United States (16.94 tonsper capita), Kazakhstan (14.14 tonsper
capita), Turkmenistan (12.06 tonsper capita), and Russia (11.65 tonsper capita).

carbon. The inclusion of the carbon component in the price of goods
and services (including energy) was approved by over 80 countries
and over 100 world biggest companies at Lima Climate Change
Conference in December 2014.6
Countries-members of carbon market made a decision on carbon
regulation based on the following factors:
- Easy administration of theCO2 emissions regulation, emission indicator reflects energy efficiency, sustainability and technological innovation of any production. By monitoring this indicator a lot of
Development Goals of national and regional economies could be achieved, including increasing of competitiveness and restructuring in the
direction of the development of new technologies and sectors;
- Diversification of energy supply of basic sectors, including the
mining industry, transportation, construction, etc.
- Involvement of business in the new "eco-climatic" investment cycle, stimulating participation in international carbon trading, etc.
In terms of the dynamics of CO2 emissions per capita indicator in
Kazakhstan substantially exceeds the world average emissions level.

<Table 1> СО2 emission from fuel combustion per capita (tons) by
countries, 1990-2011.
World

1990
3.97

2000
3.89

2005
4.24

2010
4.43

2011
4.50

Kazakhstan

14.46

7.59

10.37

14.32

14.14

USA

19.46

20.18

19.50

17.53

16.94

Russia
Turkmenistan
European Union (27)
China
Indonesia

14.69
12.12
8.57
2.00
0.79

10.23
8.12
7.94
2.64
1.28

10.56
10.07
8.07
4.15
1.48

11.11
11.22
7.30
5.42
1.71

11.65
12.06
7.04
5.92
1.76

India

0.67

0.92

1.02

1.40

1.41

Source: International Energy Agency, 2014.

At present many countries (including Russia, the EU, USA, China,
India, Brazil, Japan, South Africa, etc.) conduct studies on deep decarbonization of national economies by 2050, assessment of the potential of application of different low-carbon technologies, identification of barriers and challenges which shall be addressed within
the global objective of emission reduction [IDDRI Project]. The following factors are taken into account: population growth, structural
changes in the economy, energy prices, advanced production technologies in sectors of energy, industry, etc.5
One of decarbonization directions is development and active expansion and extension of Emission Trading System (ETS). National
reports of the EU, USA, Japan and other countries, made under the
UNFCCC show that ETS is an effective mechanism to promote measures on emissions reduction, to attract green investments and price
5 Sachs, J. & Tubiana, L. Pathways to deep decarbonization 2014 report

Source: International Energy Agency, 2014.
<Figure 1> CO2 emission per capita (tons), 1990-2011.

In this regards, our country, being an active participant of international processes "Environment for Europe" and "Asia-Pacific
Sustainable development", Party to UNFCCC, shall develop its
Agenda for the new Climate treaty that is to be adopted in Paris in
December. Within the Concept for transition of the Republic of
Kazakhstan to Green Economy, the key indicators have already been
adopted on GHG emission reduction in power industry and RES development by 2050 by 40% and 50% respectively.7

3. Conclusion
To sum up, it is necessary to clarify the obligations with respect
to 1990 and develop a strategic plan for decarbonization and carbon
regulation at the national level which, with the participation of leading international and national experts, will study and analyze:
- Existing risks of international carbon regulation for domestic pro6 United Nations (2014).
7 Concept of transition of the Republic of Kazakhstan to “green”
economy
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ducers (emissions credit for air transport, maritime transport, introduction of ISO carbon standards, requirements for CO2 emissions
pricing, etc.);
- Mechanisms for international cooperation to reduce carbon emission (joining the projects under UN Green Climate Fund UN, JCM
agreement on joint financing of carbon projects, linking domestic
and international carbon markets, including individual provinces of
China, US, the EU, in the long term EEU countries - Russia,
Belarus, etc. Of course, any financial and technical assistance will involve compliance with the terms MRV (monitoring, reporting, verification), planned and achieved objectives, which should also be provided in the plan;
- Possibility of reducing the administrative burden and costs for
business to fulfill environmental requirements at the expense of replacement of the part of environmental regulation by carbon regulation;
- Expansion of the sector of low-carbon technologies in energy, industry, public utilities and other industries as a vector for economic
diversification, reducing its vulnerability and adaptation to fluctuations
in energy markets.
The experience of developed countries shows that the economic
impact of carbon regulation now reaches hundreds of billions of US
dollars, including the cost savings from environmental administration
system, energy savings in particular, increase in employment, improvement of environment and, in general, provision of stability of
the national economy, etc.
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Abstract
This paper aims to analyze current and proposed policies and regulations of the United States government to promote investment in
clean energy and reduce emissions in the energy sector. The paper
summarizes the current status of the energy portfolio in the United
States and analyzes the potential future of clean and renewable
energy. Over the last several years, renewable energy has seen a
strong growth in the United States while coal use is in decline.
Proposed laws and regulations will further continue to lessen the use
of coal as a power source. However, coal and natural gas will still
be a main power source in the United States. In order to see a sharp
decline in emissions, in accordance with recent U.S. government
standards submitted to the United Nations, there will need to be further development of policies to specifically limit carbon emissions.

vey found that there was a 10 point increase (from 29 to 39) in the
percentage ranking the public gave to global warming as a "top priority" [3].A Munich Re America survey found that 83% of
Americans believe climate change is real, and 71% believe renewable
energy is the best way to curb the effects[4].In addition, in 2014,
400,000 people marched in New York City for the People’s Climate
March, in advance of the United Nations Climate Summit[5], showing
that there is public support for climate change issues in the U.S.
Reducing emissions and combating climate change requires a comprehensive and integrated plan by the government and industry to address a variety of issues and sectors. Over the last several years, the
Obama Administration has rolled out several policies aimed at investing in clean energy and reducing emissions. This includes the
Climate Action Plan and the All of the Above Strategy, as well as
several new regulations from the Environmental Protection Agency.

Keywords: Energy, Emissions, United States, Policy.

1. Introduction
The United States is the second largest emitter of greenhouse gas
emissions in the world next to China. (Figure 1). As the international
community approaches the 2015 United Nations Conference on
Climate Change (UNCCC) in Paris, many people will be watching to
see what the world’s largest economies are doing to address climate
change. The United States, for its part, has agreed to reduce emissions across the economy by 28% from 2005 levels by 2025, and
80% cut in emissions by 2050 [1]. The commitment came as part of
the United Sates submission to the United Nations in advance of the
UNCCCC. The United States is already on target to reach its previous goal of 17% reductions by 2020.
President Barak Obama has called climate change a national security issue and said "there is no greater threat to our future" [2]. A
variety of recent surveys show the American public is also increasingly concerned about climate change and clean energy. A Pew sur-

* Fulbright- Clinton Fellow, the Scientific Research and Education Center
"Green Academy".20 Dostyk Street, "Sankt-Petersburg" Business Center
14th Floor, Astana 010000, Republic of Kazakhstan. Tel: +7 (7172) 27
95 80
E-mail: megan.levanduski@fulbrightmail.org

Source: Environmental Protection Agency, Retrieved from:
http://www.epa.gov/climatechange/ghgemissions/global.html
<Figure 1> 2008 Global CO2 Emissions from Fossil Fuel Combustion and
some Industrial Processes (MMTe of CO2)

The goal of many plans in the U.S. and around the globe is to
keep the warming of the climate below 2 degrees Celsius- the highest
level scientist say we can reach before experience significant impacts
from climate change. Achieving this goal will require reductions
across the economy, but especially in the energy sector. Beyond environmental concerns, there are high costs associated with climate
change such as property damage during extreme weather events and
public health costs from pollution related effects such as asthma. The
data shows that there is a strong economic case for combating climate change in order to prevent these costs. The White House
Council of Economic Advisors predicts that an increase by 3 degree
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Celsius would result in $150 billion in damages each year [6]. The
estimated health impacts related to fossil fuels costs the U.S. between
$361.7 and $886.5 billion [7].
In addition, the "green"economy movement represents a possible
economic opportunity by creating a space for technological innovation.
Countries that are able to develop their economy to research and develop new low-carbon technology will have a competitive advantage
in the future as demand for clean energy increases.

2. Main Part
2.1. Current Energy Portfolio
Over 37% of all U.S. emissions are attributed to the energy sector,
so addressing the sector will be crucial for reducing greenhouse gas
emissions [8]. The energy sector in the United States relies heavily
on large –scale, fossil-fuel driven power plants. Any plans to reduce
emissions will need to focus on the energy sector, especially electricity generation, to see significant reductions in fossil fuels.
Currently, the cost of fossil fuels, especially coal, is lower than
other sources of energy. In the United States, many of the areas
where there is potential for renewable energy sources are not located
near areas of high demand. For this reason, if renewables are to succeed, there will need to be more investment in infrastructure such as
storage and transmission. Despite these challenges, renewable energy
in the United States had its best year yet in 2014. The cost of many
renewable power sources were lowered and installation of wind and
especially solar increased rapidly [9].The government has invested in
a variety of programs that are also helping to make renewables more
cost competitive such as providing loans or grants for research and
development and tax incentives for using solar or wind power. These
are all attempts by the government to invest in technology that would
otherwise be considered too risky for the private sector. The hope is
that this technology will then be able to be adopted and scaled on a
larger level.
There are both environmental and economic benefits to these
investments. Spending in clean energy also create as much as 3.2
times more jobs than spending in other sectors, such as fossil fuels
[10]. Currently, the clean economy sector employs 2.7 million people,
which is more than fossil fuels [11]. These jobs also pay better wages for low and middle skill level workers compared to the rest of the
economy. In addition, the clean energy sector continued to grow even
during the recession, and actually outperformed the economy as a
whole in terms of growth. In terms of both benefits and costs avoided, investing in clean energy is beneficial to the economy.

2.2. Current Policy Environment
While there are increased investments in clean energy, the United
States does not yet have a law that requires the reduction of carbon
emissions. However, a variety of policies and regulations aim to promote clean energy and address climate change.
Mercury and Toxins Act: The Mercury and Air Toxins Act from

the EPA is the first federal standard to limit the emissions from
power plants of toxins such as mercury, arsenic and metals. The Act
was passed in 2011 and power plants had up to 4 years to comply.
Clean Power Act: In June, 2014, the EPA proposed a plan to reduce carbon pollution from power plants, as currently there are no national standards on carbon emissions. The Clean Power Act aims to cut
carbon pollution from the power sector by 30% from 2005 levels. It is
expected that the regulations will be implemented sometime in 2015.
AARA Stimulus Program: The American Reinvestment and
Recovery Act, or the Stimulus Package, was passed in 2009. The
goals of the program are to create jobs, stimulate economic activity,
and promote transparency in government spending. The money is disbursed in the form of tax benefits, contracts or grants, and
entitlements. As part of the stimulus program, $90 billion was invested in a clean energy economy. Most of that went to the
Department of Energy (DoE), which received 35.2 billion in funding
from AARA. Other funds also went to the Department of
Transportation, the Environmental Protection Agency (EPA), and other
science and technology agencies [12].
All of the Above: The President’s All of the Above Strategy
(AOTA) for energy transformation has three goals: support economic
growth and job creation, enhance energy security, and create a clean
energy future. The Strategy supports natural gas production, but also
wind, solar, nuclear, and clean coal energy.
Climate Action Plan: The goals of the Climate Action plan are:
increase clean energy, develop a more efficient transportation sector,
cut energy waste and reduce greenhouse gas emissions [13]. As part
of the CAP, the 2014 budget committed to increase federal funding
for clean energy by 30% (to $7.9 billion). Another $2.3 billion has
been invested in 30 projects to make government buildings more efficient and $2.7 billion is being invested in research on climate
change.

3. Role of Private Sector
The private sector also has a role to play in the development of
the green economy and reduction in emissions. While the federal
government aims to reduce the risks for the private sector of investing in clean energy, some companies have also financed their own
research and development. However, despite the overall benefits to
the economy, it can be difficult for the private sector to match the
costs of new technology with benefits. In 2007 Google decided to
start addressing the issue of global climate change through the Re-C
project, with a goal produce renewable electricity at a price less than
that of coal [14]. In 2011, the program was retired, though Google
claims on their website they continue to support a variety of renewable energy projects in other ways. Google engineers determined that
it would be possible to create the technology necessary to make renewables more affordable than coal, but the technology would be
slow to be adopted by businesses and consumers because the infrastructure for coal is already in place, making it still a more cost efficient option for most [15].
To have a greater impact on climate change, new technology as
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well as policies would also need to make coal a less attractive option, (possibly through taxes or other regulations on emissions). For
instances such as these, policy will need to work with the private
sector to align economic incentives and encourage greater investment.
The government may also try to incentivize investment in clean
energy through programs such as tax credits. While such programs
can have a positive impact on encouraging private sector investment,
uncertainty regarding the future of these policies can significantly
slow progress. In both India and the U.S., for example, investment in
wind generation fell in 2012 when it was uncertain if various tax
credits would be continued in the future [16]. If the government
chooses to implement policies to attract investment, any initiatives
will need to be sustainable in the long-term to attract the private
sector.
Even with interventions, there will still be some research that is
considered too risky for the private sector. According the Office of
Science and Technology Policy at the White House, federal government investment in R&D is "essential to address societal needs in
areas in which the private sector does not have sufficient economic
incentive to make required investments"[17].Thus, public policy has a
strong role to play in promoting private investment and technological
advancements related to clean energy.
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trends, shows that coal will still be a primary source of Energy in
the United States through 2040.

Source: Energy Information Agency, Annual Energy Outlook 2015, Figure
18, pp.15
<Figure 2> Primary energy consumption by fuel, 1990-2040

4. Potential Future of Energy in the United States
While there is not a set policy on renewable standards at the national level, 29 states plus Washington, DC have Renewable Portfolio
Standards, and even more have Renewable Portfolio Goals. In addition, the U.S. is continuing to retire several coal-fired plants throughout the coming years. Many people on both sides of the political
spectrum are claiming that coal is dying in the United States as a result [18].This has left many analysts optimistic about the future of renewable energy in the U.S.
However, many analysts who claim that renewables will have a
positive future are assuming the successful implementation of several
regulations that will be aimed at reducing carbon emissions, such as
the proposed Environmental Protection Agency regulations on carbon
pollution expected in 2015. Such rules and regulations could change
drastically in the future depending on the results of political events
such as the 2016 elections. In addition, while some of the coal capacity that is being retired will be replaced by renewable sources,
much will be replaced by natural gas (Figure 2). Even with all the
decreases in its use, coal is still the primary source for electric power
in the United States (Figure 3).
The Energy Information Agency (EIA)released its 2015 Annual
Energy Outlook, which saw a decline in coal use for electricity generation greater than previous years estimated. The Outlook attributed
the 7.9% decrease in coal use to the retirement of coal capacity,
which will be replaced with natural gas and renewables. The report
attributes some of the decrease in coal use to policies such as the
EPA’s Mercury and Air Toxic Standards Act [19]. The Outlook,
which does not take in to account proposed regulations such as the
Clean Power Act and makes calculations based on existing laws and

Source: Energy Information Agency, Annual Energy Outlook 2015, Figure
31, pp.24
<Figure 2> Electricity generation by fuel, 2000-2040

If regulations change, as they are expected to in the near future,
this could change the energy mix and reduce the amount of coal
even further. As it stands, however, advancements in renewable technology alone will not have a dramatic shift in emissions in the
United States. Other interventions, such as carbon pricing, will help
make coal and other fossil fuels a less attractive source of energy for
both utilities and consumers. The World Bank, for example, has
called for a price on carbon as one of many mechanisms to reduce
emissions [20]. Without major policy interventions to drive the price
of fossil fuels up and make renewable and alternative energy amore
attractive, cost-competitive option.

5. Summary and Conclusion
As America is one of the leading global producers of oil and natural gas, investment in these areas will continue to be strong. Wind
and solar power, according to most analysis, will continue to decrease
in price, thus encouraging more use of the technology. Although the
lowered utility prices may amount to decreased investment in these
areas, it also means new consumers will use more of the renewable
resources. Wind and solar power will be some of the strongest growing renewable sources in the coming years. If President Obama is
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successful in extending tax credits for wind and solar power, this will
encourage even greater development in these areas.
One area where the U.S. government can continue to increase investment is in research and development, whichhas been shown to
have a positive economic impact. Increased investment in R&D will
help create new technologies, not just for renewable energy sources,
but also technologies that increase energy and fuel efficiency. Even
with this increased investment, strong regulations for coal and other
fossil fuels will be necessary to further push technological development in renewable energy sources.
The current government has made clean energy one of its top priorities and public opinion appears to be moving in support of more
efforts to combat climate change. To address the problems of climate
change and greenhouse gas emissions, the United States has made
significant progress in recent years in developing a comprehensive energy strategy. This has led to a more organized effort among federal
government agencies to invest in clean energy projects as well as research and development. To reach international goals for reducing
emissions, it will be important for the United States to continue to
push for further investment in clean energy, develop strong standards
for emissions reductions, and encourage the international community
to make a strong commitment to fighting climate change as we approach the United Nations Climate Change Conference in Paris in
2015.
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Abstract
emphasizing commercialization of green technologies and compare
it with world best indicators. The study's methodological basis included Kazakhstan’s legislative and regulatory Acts, state programs
and Concept for transition to Green economy, and data about innovations in the field of green technologies. Experts of National
Institute of Intellectual Property and Technological park of Kaz NU
were interviewed in order to determine factors which interfere to
commercialization of green technologies. The research shows that despite Kazakhstan’s intentions to update and develop much of its infrastructure over the coming 20 years, inefficient use of resources is
currently observed in every sector. It is necessary to encourage scientist and entrepreneurs to invent and commercialize new green
technologies. That would be basis for successful implementation of
transition from "brown" to green economy. Challenges and obstacles
to gain this have been determined during the study. Kazakhstan will
increase its GDP by few times, its industrial output as well as the
size of infrastructure in approximately the next decades. These transformations together will offer the opportunity to apply fundamentally
new technologies, integrated closed-loop production systems and innovative approaches for improvement of resource productivity and appliance of green technologies, also to create sustainable economy.
Keywords: Transition to Green Economy, Green Economy In
Kazakhstan, Green Technologies, Commercialization Of
Innovations, Sustainable Development.

1. Introduction
Today the task of ensuring the sustainable development of human
civilization is being viewed as the guiding principle of the life of the
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economy and of the society ingeneral. Sustainable development is
considered to be a development which "... satisfiesour current needs
without jeopardizing the capability of generations to come tosatisfy
their own future needs [1]. In a most general sense, the solution of
this task is linked to the shaping of "a new model of green economy"[2].
Researchers focus their interests on the commercialization of new
green technologies that will substantially improve social welfare and
ensure process of transition to green ecomomy.
The OECD has defined green growth as follows: "Green growth is
about fostering economic growth and development while ensuring that
the natural assets continue to provide the resources and environmental
services on which our well-being relies. To do this, it must catalyse
investment and innovation which will underpin sustained growth and
give rise to new economic opportunities" [3].
Deep "ecologization" of the economy on the basis of the key priority of modern development –to increase the value of nature and
natural resources, as well as of human life and health is a challenging task in the agenda. Implementation of the sustainable development
tasks based on market economy means to ensure market demands on
natural resources, ecosystem services and related characteristics of the
goods, consumer demands (including by population and State). This
measure will enable to stimulate the developed countries to diminish
the negative environmental impact as well as to encourage the developing countries into defining ways of their development towards the
green economy, preservation and augmentation of natural capital
through its capitalization and receiving benefits from the global
community.

2. Main Part
2.1. Analysis of Current Situation in Kazakhstan Regarding
Development of Green Economy
Green Economy is instrumental to nation’s sustainable development.
Transition to Green Economy will enable Kazakhstan achieve the proclaimed goal of entering the top 30 developed countries of the world.
According to estimates, the transformations to be implemented as a
part of a Green Economy will additionally increase the GDP by 3%,
create more than 500,000 new jobs, develop new industries and services and generally provide higher living standards all over the country
by 2050. Overall investments required for transition to a Green
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Economy will be about 1% of GDP per annum, which is equivalent
to USD 3 to 4 billion [4].
There are certain reasons for transitioning to a Green Economy:
1. Inefficient use of resources. According to experts, this translates
into USD 4 to 8 billion lost by the economy each year and may
amount to USD 14 billion by 2030. Furthermore, the energy saving
potential amounts to USD 3 to 4 billion per year, which is likely to
reach USD 6 to 10 billion per year by 2030 [5].
2. Inadequate system of tariffs and pricing for energy resources
disincentivises industrial technology improvements.
3. Currently, Kazakhstan is facing a situation where its natural resources and environment are seriously deteriorating across all crucial
environmental standards.
Almost one third of the agricultural lands are either degraded or
under serious threat of being so, with more than 10 million ha of
potentially arable land abandoned so far.
Currently, the economy is forecast to run short of 13 to 14 bcm
of sustainable water resources by 2030.
No integrated waste management system exists. 97% of solid municipal waste (MSW) ends up in uncontrolled landfills and waste disposal sites that do not meet the sanitary requirements. Historically,
toxic and radioactive industrial waste is also a serious problem.
4. Kazakhstan has inherited great territorial heterogeneity in terms
of economic parameters, living standards and environmental
conditions. Development of new industries and green clusters will
make it possible to reduce inequality in the development of various
regions and harness their potential in the renewable energy sector, agriculture, water management, waste disposal and other sectors.
6. The global community expects Kazakhstan to successfully implement several land mark projects: the EXPO 2017 exhibition entitled
Energy of the Future and the Green Bridge Partnership Program

aimed at contributing to sustainable development in Central Asia and
other regions of the world. Countries in the region such as Mongolia,
China and South Korea have already started implementing their ambitious Green Economy plans as promised internationally by their
presidents. For example, South Korea has committed 2% of its GDP
to green growth and China’s investments account for 1.5% of its
GDP, and this figure is expected to grow by up to 2% by 2015 [6].
The Green Economy Concept is to be implemented in accordance
with the provisions of the Constitution of the Republic of
Kazakhstan, Strategy "Kazakhstan-2050" and "Kazakhstan-2030:
Prosperity, Security and Growing Welfare of All the Kazakhstanis"
and the Strategic Plan for the Development of the Republic of
Kazakhstan until 2020. The matter of the Green Economy Concept
implementation will be regulated by legislative acts of the Republic
of Kazakhstan related to the transition towards Green Economy [7].
The tools for implementing specific tasks of the Concept by sector
are the existing program documents as amended and supplemented
with respect to the implementation of the main areas of the Green
Economy Concept, such as the Program of Agro-Industrial Complex
Development for 2013-2020 (Agribusiness-2020), the State Program
for Expedited Industrial and Innovational Development of Kazakhstan
in 2010-2014, National Education Development Program of
Kazakhstan in 2011- 2020, local development programs, strategicplans
of governmental bodies, Zhasyl Damu Industry Program for
2010-2014 and other industry programs that will be updated to include new areas of focus such as on air quality, waste management,
prevention of desertification and land deterioration, improving soil fertility, development of fisheries, aquacultures and fish breeding . The
plan is also to develop the State Program for Water Resource
Management for 2014-2040.

<Table 1> Key indicators of green economy for Kazakhstan in comparison with other countries [8, 9]

Countries

The share
Energy efficiency
The share of
of fossil
(GDP per unit of
renewable energy
fuels (% of
energy)
(% of total)
total)

Carbon dioxide
emissions per
capita (tonnes)

Exhaustion of natural
Urban pollution
resources
(mg/m3)
(% оf GNI)
10,6

Satisfaction with the
actions for the
protection of the
environment (%
satisfied)

Norway

8,1

58,6

45,3

10,5

16

51,5

Netherlands

7,7

92,5

4,4

10,5

31

0,8

66,1

Germany

8,3

80,1

8,9

9,6

16

0,1

61,8

Sweden

6,6

31,1

32,4

5,3

11

0,2

62,9

Denmark

9,5

80,4

18,9

8,4

16

1,5

64,3

France

7,4

51,0

7,6

6,1

13

0,0

57,5

Czech Republic

5,5

81,5

5,4

11,3

18

0,3

56,6

United Kingdom

10,1

90,2

2,8

8,5

13

1,2

66,8

Poland

6,8

93,8

6,3

8,3

35

1,0

43,6

Belarus

4,1

92,1

5,5

6,5

7

0,9

50,6

Russia

3,0

90,9

3,0

12,1

16

14,5

18,3

Kazakhstan

2,5

98,8

1,1

15,3

15

22

37,4

China

3,7

86,9

12,3

5,2

66

3,1

73
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The top-priority measure to assess the situation and determine action priorities is to introduce a system of indicators of sustainable
development. These are primarily indicators of the resource intensity
and energy intensity in economic growth and specific indicators of
pollution. Moreover, accumulated environmental damage, resource depletion, landscape degradation and the impact of pollution on human
health should be taken into account. It is principally important, especially to determine prospects for development and to asses the use of
3 renewable energy sources, to evaluate ecosystem services (including
various ecosystems, biological resources, biodiversity and area of protected natural reserves). Therefore, we compare key indicators of
green economy for Kazakhstan and other developed countries (See
Table 1).

2.2. Main Principles and General Approaches of Transition
to a Green Economy
Transitioning to Green Economy will require adhering to the following principles:
1) Improvement of resource productivity.
2) Responsible use of resources.
3) Modernization of the economy using the most efficient
technologies.
4) Investment attractiveness of measures for efficient use of
resources.
5) Prioritization of profitable measures.
6) Education and culture supporting the environment in the business community and among all citizens of Kazakhstan.
The social aspect of transitioning to Green Economy is expressed
through the creation of new jobs in the five industrial clusters which
will make it possible to diversify the economy of Kazakhstan.
Green construction. Current dynamic of the construction sector
shows that the number of new houses to be built by 2030 will be
equal to total current housing stock. Moreover, Kazakhstan imports a
lot of main construction materials, such as windows, heat insulation,
and copper pipes. If it were arranged that even 50% of such products
were produced domestically, this would make it possible to create up
to 150,000 new jobs by 2030.
Agriculture. Implementation of the Concept will make it possible
to create around 400,000 new jobs in the agricultural sector. Up to
150,000 jobs are expected to be created from the extension of pastures and agricultural lands. An additional 50,000 jobs will be created
as a part of the extension of greenhouse facilities. More than 200,000
jobs will also be created by developing the whole value chain, including food production.
New technologies in the energy sector. Significant investments in
the energy sector in the amount of around USD 50 billion by 2030
and around USD100 billion by 2050 will provide employment opportunities for people with scientific, engineering, technical or construction qualifications. A great share of such investments (up to
50%) will be allocated to renewable and alternative energy sources,
and this will make it possible to create new jobs in the high tech renewable energy sector.
Waste management and closed-loop material handling. Global prac-
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tice shows that the waste management and recycling sectors are very
labor-intensive, engaging mainly specialists with engineering and general qualification. Collecting and recycling waste across Kazakhstan
may open up to 8,000 new jobs by 2030.
Public water supply and water management. 3,000 to 8,000 new
jobs will be created in waste water treatment and irrigation sectors;
temporary jobs may also be created for the period of construction of
new infrastructure facilities [10].

2.3. Science and Innovation for Sustainable Development and
«Green» Economy
Energy conservation, agro-technology, environmental management,
resource conservation, bio- and nano technology are recognized as
priority areas of scientific and technological activities in Kazakhstan.
The main tasks of the priority field of «Energy and Energy
Efficiency»are: ensuring the introduction of atomic power into the energy system; creating a new trend in production of lighting products
based on LEDs; developing and increasing production of alternative
fuels and energy sources; purifying natural waters and condensates
used for power engineering needs. In the field of renewable energy,
hydroelectric power plants with the a total yield of 102.1 MW will
be commissioned, the total electric power capacity of wind farms
shall grow up to 460 MW, and the capacity of other energy sources
(vegetative waste, solar, municipal waste, petroleum coke, etc.) will
increase to 863.5 thousand tons of eq. fuel (provisional). Use of new
advanced technologies in electricity production will reduce the specific
fuel consumption for electricity generation. The main objective in
the field of «Industrial and Construction Technologies and
Production»is the implementation of the concept of conservation of
energy and resources in creating new machinery and constructing and
operating residential and industrial premises. New models of vehicles
are being developed which correspond to international environmental
standards Euro 4 and Euro 5, energy-efficient housing projects, energysaving environmentally friendly technologies for a new generation
of domestic construction materials. In «Chemical Technology,
Nanotechnology and Biotechnology», biopharmaceuticals and technologies are being developed for agriculture, industry, health and environmental protection. Among the main objectives in this field are
the organization and increase of production of low-tonnage chemistry
with maximum use of traditional chemical intermediates and domestic
raw materials.
There are provisions for the development of new technologies and
facilities for sustainable use of natural resources; standards for sustainable forest management have been developed methodological approaches to environmental protection, flora and fauna preservation
have been defined. The results of the most promising scientific developments have been introduced into the real economy with the support
of the state, primarily through the mechanism of the State Program
of Industrial-Innovative Development, which was first drawn up in
2003. Currently a new program for the period 2015– 2019 is being
implemented[12]. The state’s efforts are aimed at applying an integrated approach to promote high-tech R & D, within which the innovation infrastructure facilities (research and production centers, in-

174

Karlygash S. Mukhtarova, Aknur Zhidebekkyzy / EIGHTH INTERNATIONAL CONFERENCE 171-175

dustrial parks, etc.) implements the whole range of activities - from
the scientific idea of development to its implementation, including for
the area of «green» economy. Currently, there are a number of innovation infrastructure facilities: research and technology parks, research and production centers, business incubators, etc.
On November 22, 2012 Astana was chosen by the International
Exhibitions Bureau (BIE) as the venue to host EXPO-2017, which
will focus on the theme "Future Energy".The theme is aimed to concentrate on both the future of energy, but also on innovative, but
practical energy solutions, and their global impact [13].
The Ministry of Education and Science of Kazakhstan, the
Ministry of Investment and Development of Kazakhstan, development
institutions – JSC «NMH» KazAgro», JSC «NMH «Baiterek» JSC
«Entrepreneurship Development Fund Damu», JSC «National Science
and Technology Holding «Parasat», JSC «KazAgroInnovation», JSC
«National Agency for Technological Development», JSC «Kazakhstan
Industry Development Institute», LLP «Technology Commercialization
Center»Innovation Park Eurasian National University named after LN
Gumilev and a number of public organizations of Kazakhstan support
the competition of technological innovations for green economy.
Mission of the online competition "EXPO 2017"is to bring together the entire scientific and innovative potential of the country to find
the best «green projects»in the country, to accompany their implementation, thereby providing content filling EXPO 2017.

Innovative projects were received by following sections:
1) Renewable and alternative energy sources – 47,
2) Clean technologies in the traditional energy sector (storage and

transportation of energy, coal, hydrocarbons, coal mine methane, passing gas oil and others.) – 36
3) energy efficiency and resource conservation – 28
4) «green» chemistry and new composite ecological materials, recycling of waste (solid, liquid, air) and CO2 – 42
5) organic agriculture, adapting to climate change, promoting the
absorption of CO2 and methane emission reduction, and sustainable
water supply – 36 [14].

3. Findings and Results
Kazakhstanaims to diversify the economy with alternative, cleaner
sources of energy and will reform its agricultural and industrial sectors to spur scientific innovation and the use of advanced
technologies.
Such strong government endorsement should stimulate economic
drivers of green development. Of course, 'greening'the economy of an
oil-producing resource-based country requires sustained political commitment, significant long-term investments and a range of other enabling conditions.
Our paper is an effort to ask difficult questions and start discussing potential pathways and available options. Therefore we interviewed experts of National Institute of Intellectual Property and
Technological park of KazNU, analyzed and classified their answers
as the factors which interfere to the successful commercialization of
innovations both in green technologies and other fields (See Table 2).
Progress in the dissemination of the ideas of sustainable development and active participation in this process means their adjustment
to the specifics of each country. The concepts of sustainable development and the ways of its implementation are different in various
countries and will undoubtedly keep changing further on. It is necessary to assess achievements and challenges on the way to sustainable
development at the national level. The success of the implementation
of the ideas of sustainable development depends on the pro-active position and awareness by the broader population. This requires educational and outreach activities, targeted work by the media and social
advertising. Culture (including cinema, pop music and literature), natural and cultural heritage sites should play a special role to set sustainable development as a priority for the broader public.

<Table 2> Terms for the development of commercialization and the factors hampering innovation activities in Kazakhstan
Terms of innovation

Factors hampering innovation activities

The demand for innovation

Underdevelopment of the national high-tech market; State erroneous position to warrant the
incompatibility of fundamental research to the innovation process

Capacity development (achievements, personnel, infrastructure)

The lack of institution innovation managers, professional experience and knowledge in the
field of commercialization of innovative structure

Incentives and motivation to engage in innovation activities

The lack of policies of state protectionism of national science, including the innovative
grants, grants for youth and women; favorable conditions for venture capital funds

The legal, economic and organizational conditions

Inharmonious legislation on IP; the absence of a developed institute of public contracts;
bureaucratic restrictions innovation as the costs of transition from a planned to a market
economy; lack of regulation of product markets and related standards, competition rules
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By analyzing current situation in Kazakhstan regarding green economy, we propose next steps and measures to develop this process of
moving toward sustainable development:
1. Focus the green economy policy concept on specific sectors
such as renewable energy, energy efficiency, water governance or
waste management
2. Assess the viability of the proposed investment mechanisms and
ensure a wide variety of economic actors, not just the largest technology and infrastructure players, can access them
3. Establish coherent measures to mainstream the green economy such as a multi-stakeholder green economy forum, screening of public
expenditure, green accounting
4. Set up an inter-agency green economy coordinating body with a
regulatory mandate, for example, a State Commission or a Council
under the President.
5. Increase Kazakh institutional capacities and governance, to improve accountability and enable effective public oversight of the green
economy programme
6. Carry out fiscal reform to shift incentives from 'brown' to green
economic activities, and towards inclusive approaches
7. Review subsidies and other incentives, notably in the oil and
gas, mining and agricultural sectors. Subsidies should address the social as well as the environmental impacts
8. Clearly define the options for transferring of ownership of publicly funded research results from the state (government) to the (publi
с or private) agent performing the researсh, down to the level of the
individual inventor;
9. Establish сlear in сentives for innovation by proteсting the
rights of researсhers and sсientists, while сreating favourable сonditions for the сreation of firms based on the results of their researсh
which will enhance effectiveness of usage of green technologies;
10. Provide preсise guidelines that allow knowledge organizations
to understand the opportunities and limitations of IPRs and offer
guidance on how to deal with the different options. Based on this,
organizations would be able to develop their own intellectual property
guidelines, providing clear and strong incentives to the inventor.
11. Ensure public finance accountability and oversight over new
environmental programmes.
12. Adopt a step-by-step approach in order to create dialogue and
engagement with Kazakh industries and businesses - and a strong
business case for the green economy concept.
13. Develop a strong communication strategy to support policy
breakthroughs in the short-to-mid-term, in order to promote investment
in renewable energy, energy efficiency, water and waste management
technologies.
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4. Conclusion
Kazakhstan's new capital city Astana will host the international
trade fair, EXPO in 2017. It has chosen the theme Future Energy,
which aims to "promote and discover sustainable, energy solutions".
The next few years will be crucial for laying the groundwork if
Kazakhstan is to make a meaningful transition to a green inclusive
economy by then.
Domestic support is essential, while international engagement can
help to ensure that the process is more inclusive and brings benefits
across Kazakhstan's population. New international financial and institutional instruments are also needed to support Kazakhstan's national
endeavours to embrace a greener future.
In our time, it is important to build an effective relationship between science, production and business. This applies to all fields of
science. But we separately analyzed the transition to a green economy, and concluded that the commercialization of new green technologies significantly contribute to sustainable development. Necessary
measures have been taken for this purpose, but there are problems
and challenges that need to be solved.
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Mutual Understanding between China and South Korea at the Present Stage and its
Future Trends
Han Xiao*

1

1. Introduction
China and Korea have intensive interactions and frequent cultural
exchanges in history. But due to some well-known reasons, the two
countries have cut off almost of the exchanges for more than 40
years, until the year of 1992 when they resumed the normal diplomatic relations. So far, the two countries have established diplomatic
relations for more than 20 years, but the two decades have witnessed
the bilateral contacts developing in a full range between the two
countries, especially the economy and trade, with high-speed and sustained development. China is not only the most important economic
and trade partner of Korea, but the largest export and investment
partners of Korea. The number of personnel exchanges between the
two countries in 2014 made a breakthrough of ten million, for the
first time to enter the "ten million era". President Park Geun-hye visited China shortly after she came to power, which reflected that the
relationship with China is highly valued by South Korean
government. In 2014, the Chinese President Xi Jinping visited South
Korea and made the Sino-Korean relationship further more cordial.
Also in 2014, the FTA (the free trade agreement) negotiations between China and South Korea reached an agreement, which will
bring new opportunities for the economic development of both
countries. But at the same time, people's understanding of each country is complicated and multi-faceted. This paper intends to start with
the questionnaire survey results of "which countries like Korea" published in Central Daily News in 2015, combining with a public opinion survey announced by The Asan Institute Policy Studies, referring
to some lately data statistics and related reports about the people’s
exchanges, to describe the mutual cognition between the people, and
try to analyze the cause for this, hoping this paper could provide certain valuable references for the development of the relationship between our two countries.

2. South Koreans’ Opinion of China and Cause
Analysis
A piece of news "which countries like South Korea" was reported
by Central Daily News on January 31, 2015. It released the results
* First Author and Corresponding Author, Prof., Shandong Normal
University, China.

of a questionnaire titled "South Korean Opinion of the World, and
Global Opinion of South Korea in 2014 " made by East Asian
Institute of South Korea, BBC World News and Environmental
Survey by asking 24,542 people from 24 countries in the world from
December 2013 to April 2014. The survey collects the South
Koreans’ opinions of other countries in the world and the other countries’ impressions of South Korea, and the change of the national image of South Korea in recent years.

Source: Central Daily News, January 31st1
<Figure 1> Countries’ impressions of South Korea(1)

The above figure illustrates the percentage of South Korean people
holding positive opinions of other countries. We can see the countries
they like best are successively Germany, Canada and other European
and American countries, and following is their close neighbor China.
But the percentage of their positive opinions of China is around 32%,
10% lower than the world’s average level of 42%. Compared with
the two countries’ close ties in economy and trade, the result is not
so satisfactory.
At the beginning of 2015, another thing to be noted is the broadcast of "Super China", a large-scale documentary specially programmed by KBS. The program was on the air in 7 episodes from
th
th
January 15 to 24 , 2015. It reads China objectively and positively
in terms of population, economy, military, diplomacy, culture and
politics. The average rating in South Korea exceeded 10%, causing
quite a stir. It also created a lot of buzz in China. In the past two
decades, the economy of China has kept growing rapidly. South
Korea also benefits from China’s fast development and obtains its
own development opportunity. However, will an increasingly powerful
neighbor bring a great opportunity or a new threat for South Korea?
1 Central Daily News on January 31, 2015
http://article.joins.com/news/article/article.asp?total_id=17064700&ctg=1
004
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This is what the documentary wants to expound by interpreting China
in an all-round way. Therefore, the documentary unveils China’s influence in the world today and interprets how China becomes "Super
China". Certainly, it also foresees the stumbling blocks to China’s development in future. Undoubtedly, the in-depth and objective interpretation of China provides a good opportunity for those South
Koreans who have little acquaintance with China to know more.
However, the report on the emerging China in the documentary may
cause the South Korean people to think whether a rising neighbor
will threaten them so as to keep alert to China. But it shows that
South Korean people's perceptions of China are complicated and multi-faceted. On the one hand, China’s development provides an opportunity to South Korea. On the other hand, the rejuvenation of a powerful neighbor and its regional influence may undermine their own influence in the region and even threaten their security. The documentary, instead of reporting China’s poverty and backwardness just
like other foreign media did in the past, reports a modern and
well-off Chinese society. So, it is easy to obtain the good impressions of the Chinese people.
The positive opinions and objective reports in "Super China" indicate that the attitude towards China should be objective and
rational. The Asan Institute for Policy Studies released the result of a
survey titled "Positive Impressions of Countries"in August, 2014.
According to this survey, it is noteworthy that the biggest change in
the perceptions of neighboring countries is the climb of the positive
feelings for China. Positive opinions of China firstly climbed above 5
point (only an average amount). In July, it reached 5.13, demonstrating the effect of the China-South Korea leaders’ meeting.2 From this
we can see that Chinese President Xi Jinping’s visit to South Korea
has a positive effect on lifting China’s image in South Korea.
Then what makes the South Korean people know little about
China? And why their positive feelings rise? The writer believes that
the reasons for South Koreans know less about China than the western countries can be analyzed in terms of history and reality.
Historically, first of all, in the middle and late Choson Dynasty,
with the rise of national consciousness and as well as the influence
of western civilization, the thought of "independence from
China"came into being. They wanted to get rid of the suzerain-vassal
relationship between Qing Dynasty and Choson Dynasty and became
an independent country. The more urgent the demand was, the more
repulsion they felt for China. Even the simply demand of getting rid
of the political influence would evolve into the rejection to anything
about China. Just like the Chinese scholar Wang Yuanzhou said: "If
South Korea wants to construct its national identity, it is sure to
criticize the flunkeyism while opposing the imperialism. Under the
circumstances, to criticize China is inevitable."3 That is to say, in order to construct its national identity and build a nation state, South
Korea needs to root out the influence of China. It is inevitable to be
overkill. Therefore, Chinahas usually been strongly criticized in
2 The AsanPolicy Studies Positive Impressions of Countries
http://asaninst.org/contents/14%eb%85%84-7%ec%9b%94-%ea%b5%ad
%ea%b0%80-%ed%98%b8%ea%b0%90%eb%8f%84/
3 Wang Yuanzhou South Korea’s Outlook on History and Relations with
China International Political Studies[J] 2009.4 p.149

Korean history and literature since modern times. Secondly, also historically, China and South Korea stood in two opposite ideological
camps during the Cold War. They had been in a state of hostility for
more than 40 years. Chinaand the Chinese people was vilified and
demonized in South Korea, and it became the collective memory of
all South Korean people. The memory rooted in their minds and impacted on their perceptions of China. So, even after the establishment
of diplomatic relations between the two countries, the label of
Chinain South Korean TV series or film was still poverty and
backwardness.
In view of the reality, thanks to the industrialization in the 1960s
and 1970s, South Korea developed from the poorest country in the
postwar world into one of "the four Asian tigers". Therefore, the
South Korean people commonly had a sense of pride and superiority.
The soaring economy played an important role in erecting national
spirit and also functioned positively in lifting the international status
of South Korea. At that very moment, China as their neighbor was
growing rapidly, from the largest factory to the largest market in the
world. China has powerful national strength and becomes more and
more influential in regional and international affairs. All these are
somewhat difficult for the South Korean people to accept. South
Korean scholar Choi Seung-hyun pointed that "China, as a country
denied and despised by South Koreans 100 years ago and as a country called ‘communist bandit’during the Korean War half of a century
ago, has staged a comeback as a powerful country in politics, economy, military, and foreign affairs. This situation makes the ‘great nation of South Korea’ reluctant to recognize the actual forces of
China. But owing to their own ‘greatness’, they don’t admit China’s
non-actual forces such as society, culture, history, and so on."4
His opinion reflects the psychology of quite a lot of South Korean
people. Next, the growth of China’s economy and influence today cause
the western countries to heavily overpaint "the threat of China". What
does an emerging China stand for to its neighboring countries? Will it
threaten the security of South Korea? All these worries will certainly have
an influence on South Korean people’s positive feelings about China.
The interweaving of historical problems and realistic problems
make the South Korean people have a complicated and multi-faceted
understanding of China. On the one hand, they are cordial and welcoming, on the other hand, they are vigilant and distrustful. They are
curious about China, but their strong self-esteem doesn’t allow them
to bow down. Up to now, the establishment of diplomatic ties between China and South Korea has been merely about twenty years.
The historical problems and prejudice should be resolved by more
thorough and multi-faceted contacts. The meeting of two countries’
leaders, the development of bilateral trade, and the increase of people-to-people exchanges, play a positive role in promoting the mutual
understanding between the two countries. When President Park
Geun-hye is in office, the positive feelings of China are increased. It
not only reflects people’s increasing willingness to know each other,
but also mirrors the growing awareness of China’s importance for
South Korea.
4 Choi Seung-hyun, South Korea’s Attitudes to China in Contemporary

Korean Newspaper[J] International Conference on Modern and
Contemporary Chinese Historical Materials, 2004.8 p.15
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3. China’s Opinion of South Korea and Cause
Analysis

Source: Central Daily News, January 31st
<Figure 2> Countries’ impressions of South Korea(2)

The Central Daily News also conducted a poll on the global opinions of South Korea. The result shows 40% Chinese people hold a
positive view of South Korea, 28% express no idea or reservations,
and 32% have negative feelings.5 China’s good opinions of South
Korea are higher than those of South Korea’s of China. And because
of this, the number of Chinese people visiting to South Korea keeps
growing. Especially in 2014, the number of personnel exchanges between the two countries for the first time to exceeded 10 million,
most of whom are Chinese visitors, totaling more than 6 million up
to 50% more than in 2013. According to the statistics of Korea
National Tourism Organization, the number of Chinese visitors is expected to be increased in 2015, up to 7.2 million.6 In addition, the
visitors to South Korea in January 2015 were917,000 in total, including 394,000 Chinese. Mostly, the tourists went to South Koreafor
shopping or skiing. The number was increased by 32.9% year-on-yea
r.7 When it came into February, the long holiday of Chinese Spring
Festival, the South Korean businessmen promoted all kinds of marketing strategies in order to attract more Chinese tourists. Chinese tourists almost became the major driving force of South Korean market.
The South Korean press was full of reports about it. The Daily News
from Korea reported "At P.M. 1 February 13, the Myeongdong in
Seoul is teemed with Chinese tourists who are on their Spring
5 Central Daily News
http://article.joins.com/news/article/article.asp?total_id=17064700&ctg=1
004, 2005-1-31.
6 Korea National Tourism Organization
http://kto.visitkorea.or.kr/kor/notice/news/press/board/view.kto?id=42352
5&isNotice=false&instanceId=42&rnum=19
7 Korea Natinal Tourism Organization
http://kto.visitkorea.or.kr/kor/notice/data/statis/profit.kto
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Festival holidays, making it seems as a city in China. In a cosmetics
shop, all its 12 shoppers are Chinese; and in a hat shop, 13 of its
14 customers are from China. Of course, in order to receive them, all
the shops have Chinese assistants."8 The Central Daily News reported
"During the Spring Festival, there are approximately 59,000 Chinese
tourists visiting Jeju Island. In the duty free shops, the counters of
luxury watches and precious metals get quite busy."9 This is just in
the period of Spring Festival, a miniature of over 6 million Chinese
tourists each year.
Either the visitors between the two countries or the Chinese shoppers flooded over every mall in South Korea illustrate part of
Chinese people’s understanding of South Korea. It is precisely because Chinese people want to know or have already known about
South Korea, so that so many Chinese choose to go to South Korea.
Then, why Chinese like to visit South Korea? First, the writer thinks
that the South Korean cultural industry, led by South Korean TV series, plays a very important role in attracting Chinese tourists. "K-Pop"
has swept around China for over ten years, including the attractive
elements from the earlier Korean stars to today’s "pretty boys with
long legs", together with the delicious food and beautiful scenery. All
of which attract Chinese people to visit South Korea. Among the
Chinese tourists, young people, especially young women are the new
force. They are deeply influenced by K-Pop and thinking highly of
South Korean cosmetics and food. Some of them even choose to
have cosmetic surgery in South Korea. Second, with the increase of
Chinese people’s income, the outbound travel is not difficult for
many Chinese people or families. As a close neighbor of China,
South Korea is secure, near and convenient. It is another reason for
Chinese people to visit South Korea. Third, in terms of culture, different from other countries, Chinese people have an affinity for South
Korea. Although there’s some misunderstanding between the two
countries, the similar background of Confucian culture and etiquette
make Chinese feel close to South Korea. Finally, the President Park
Geun-hye’s visit to China shortly after she came to power shows the
friendly attitude of the South Korean government and Chinese leader’s visit to South Korea is also the reason why Chinese tourists
grow in South Korea.
But according to the South Korean press, the satisfaction of
Chinese tourists is not high. The data from the Korea National
Tourism Organization indicates that the satisfaction of Chinese tourists
about South Korea ranks 14 among 16 countries. As for the question
whether they will visit South Korea again, most Chinese tourists say
no. In the writer’s opinion, the reason is that the Chinese people
who are influenced by K-Pop are inclined to have a huge psychological letdown after their arrival. There’s a great gap between the
South Korea on screen and the South Koreain reality. In addition, it
is common to see the Chinese tourists swallowing the bait while
shopping, making the Chinese people have a bad impression on
South Korea. And then, language barrier, inconvenient room facilities
are also the reasons that they don’t want to visit South Korea again.
8 People’s Net: http://world.people.com.cn/n/2015/0217/c157278-26577876.html
9 Central Daily News on February 21st, 2015
http://article.joins.com/news/article/article.asp?total_id=17197899,
2015-2-21.
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But the number of Chinese tourists visiting South Korea is just a
part of China’s understanding about South Korea. It is quite incomplete and partial to analyze Chinese people’s perceptions of South
Korea based on the opinions of those Chinese tourists. It merely
stands for the impressions of some of Chinese people who personally
visited South Korea.
In fact, since the establishment of diplomatic relations between
China and South Korea, most Chinese know South Koreathrough its
films and TV programs. These works are quite different from the
style and expression of Chinese films and TV works. The pretty boys
and girls and the touching romance in South Korean TV series attract
all Chinese female audience at different ages. They become the major
force of worshiping "K-Pop". And their preference extends from TV
series to Korean food and cosmetics. Suddenly, the Chinese market is
filled with so-called "Korean style"clothes, food and cosmetics.
Especially, with the increasing income of Chinese people, it is not
difficult to visit South Korea personally now, which is different from
experiencing South Korea through TV series in the past. Therefore,
the Chinese tourists visiting South Korea are growing year by year.
However, as the prevalence of K-Pop, some of their works distort the
image of China or Chinese people, provoking a lot of criticism and
dislike in China. So Chinese people’s understanding of South Korea
is also complicated and multi-faceted. On the one hand, there are
some people who are influenced by K-Pop holding positive opinions
of South Korea, on the other hand, there are also some people who
have no interest in it.

4. Conclusion
In a word, since the establishment of diplomatic ties between
China and South Korea, the relations between the two countries have
achieved all-round development in more than 20 years. With the increasingly frequent people-to-people engagement, the number of people exchanged between the two countries developed from zero at the
beginning to the breakthrough of ten million today. It is a huge leap
forward. However, due to the historical and realistic problems, there
are still some barriers and misunderstandings between the two
countries. But the bilateral exchanges in recent years unveil the good
trend of mutual development. In order to promote the mutual understanding between the two countries, the writer believes that it is quite
necessary to further improve the mutual understanding and people-to-people engagement between the two countries. As long as the
mutual understanding goes further, the barriers can be cleared up and
the friendly relations of mutual trust and cooperation can be
established.
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International Brownfield Investment of Chinese Firms
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Abstract
Under the era of globalization, countries all around the world depend on one another. This trend allows international brownfield investment-mergers and acquisitions-to be an obvious feature of the
world economy.
As a member of the World Trade Organization, China has opened
its economy. The economy enables Chinese firms to compete
internationally. Compared with ones in developed countries, China’s
cross-border investment is still at an infant stage in terms of investment volumes. Nonetheless, multinational corporations in China are
growing. In this regard, it is necessary to do research on success and
failure of Chinese firms’ international brownfield investment.
KeyWords: International Brownfield Investment, Chinese Firms,
International Business, Multinational Corporations.

1. Introduction
Pricewaterhouse Coopers released a report called “A review of
2014 Mergers and acquisitions in China and outlook 2015" on
January 27, 2015. The report shows that in 2014 the number of
Chinese companies International M&A amounted to 272, compared
with 200 in 2013 grew by 36%. Despite lacking of massive transaction, the international M&A transaction amount of the Chinese coroperates still reached $56.9 billion, ranking next to the $66.9 billion
historic transaction peak in 2012. Lu GuChun said, in the foreseeable
future, international M&A of Chinese firms will continue to keep increasing, ", In the medium term there will be an obvious rising
trend, though does not necessarily annual growth of 30 percent every
year.
In this context of Foreign direct investment flow year-on-year
growth in 1.4%, China's foreign direct investment flow set a new record of $107.84 billion, year-on-year growth of 22.8 percent, China
ranked the world's three largest foreign investor for two consecutive
years. Chinese firms implement ded m&a projects 424, the actual
transaction amount $ 52.9 billion, Area of M&A involved in 16industry such as the mining, manufacturing, real estate industry. The
* Corresponding author, Su shuai, Shandong University of Political
Science and Law. China

MIIT(Industry
and
Information
Technology),
NDRC(National
Development and Reform Commission), Ministry of Finance, issued
the "Guidance on facilitating the merger and reorganization of enterprises in key industries" "Opinions" pointed out that the key industries, including automotive, steel, cement, Marine, electrolytic aluminum, rare earths, electronic information, medicine and agriculture
industrialization. And through M&A effected the economic scale and
extend the industrial chain, enhance industry concentration, activate
the M&A among different regions or ownership structures , and then
realizing ultimate aim of cultivate internationally competitive enterprises and promote upgrading of the industrial structure.
The development trend of Chinese enterprises International M&A is
increasing year by year. ; As a result of the impact of the financial
crisis on Europe and the United States and other developed regions,
Chinese firms have International M&A in succession, whether it is
the number of transactions or transaction amounts are pieces year after year. Transaction number came to 119, transaction amount up to
$38.4 billion in 2011. 2012 was the peak period of Chinese enterprises International M&A, Transaction number came to 229, transaction amount up to $66.9 billion. Transaction number came to 200,
transaction amount up to $51,5 billion.

2. Theory on the motivation of M&A
(1) Competitive Advantage Theory
The starting point of the M&A motivation is the reason of the
Competitive Advantage theory due to the following aspects: First,
M&A motivation rooted in the competitive pressure, the acquirer improves its competitiveness by eliminating or controlling the other side.
Second, the existence of the competitive advantage is the basis of
M&A, through which enterprises can gain the competitive advantage
from outside. Third, the implementation process of the M&A motivation is a two-ways election process of the competitive advantage,
which generates new competitive advantage meanwhile. When selecting the target company, the acquirer exactly aims at its specific advantages being needed.

(2) Efficiency Theory
The Efficiency Theory suggests that M&A has potential benefits to
the whole society, which mainly reflected on the managing improve-
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ment efficiency or the formation of the synergistic effect of the bigger enterprise. The so called synergistic effect means that after two
companies formed a new bigger company, its output can be larger
than the original two companies, that is the“2+2=5” effect. The
Efficiency Theory can also be divided into five sub-theories:

3. Prior Study on the M&A achievements

① Management Synergistic Effect Theory

The M&A outcomes between relevant-companies are higher than
irrelevant-companies (Kaplan and Weisbach 1992; Lubatkin 1987;
Salter& Weinhold 1979). If the relevance between companies is high,
there would be a lot of similarities among the managerial principles
of senior managers, corporate culture, management structure and even
operation programs, which would make the acquiring company manages the acquired company more efficiently (Palich et al. 2000;
Robins and Wiersema 1995). In addition, the higher the correlation
between companies, the use of resources after M&A would be better,
thereby creating more value.

Assuming Company A’s management is more efficient than
Company B, t after Company A takeovers Company B, the management efficiency of company B will be raised to the same level as
Company A, then we can say M&A improves efficiency. This king
situation is called Management Synergistic Effect Theory.

② Operation Synergistic Effect Theory
Operation Synergistic Effect Theory means that due to the economic complementarity, scale economy or scope economy, two or more
companies merge into one company, thus increasing the revenue or
reducing the cost.

③ Financial Synergistic Effect Theory
The theory suggests that M&A can be for the purpose of financial
aspects. For example, M&A can be particularly beneficial between
companies that own a great amount of internal cash but lack of investment opportunities and companies that own limited internal cash
but many investment opportunities, because it can promote the internal capital flow from the low-return projects to the high-return
projects.

④ Agency Theory
Jensen and Meckling (1976), starting from the corporate ownership
structure, proposed the agency costs, which includes the contacting
cost of the owner and the agency, the supervision and control cost to
the agency, etc. By replacing the current managers through equal acquisition or attorneyship competitiveness, M&A can reduce the agency
costs.

⑤ Under Valuation Theory
M&A occurred mainly due to the under valuation of the target
company. There are three main reasons of under valuation. First, economic management capacity did not play its potential. Second, the acquirer has the internal information of the target company’s real value
which is unknown to the outside market and believes that through
M&A will gain profits. Third, the market value of the asset and replacement cost of the target company maybe different due to inflation
or other reasons. If the target company’s stock market price is less
than its full replacement cost, there will be a higher possibility to
perform M&A. The Under Valuation Theory suggests that under the
situation of the fast technical development, the market depression and
the economic instability, M&A activity becomes more and more
frequent.

(1) Relevance between acquiring company and acquired
company

(2) The cultural difference between acquiring company and
acquired company
The outcomes of overseas M&A are affected by culture. Datta &
Puia(1995) took the 112 overseas M&A cases (1978-1990) of
American companies as research objective, and found thatthe cultural
differences between companies are in inverse proportion to the value
created by the acquiring company. Barkema et al (1996) took the 116
overseas M&A cases (1966-1988) of Dutch companies as research objective, and found that the cultural differences are in inverse proportion to the M&A persistence. Therefore, if the culture between acquiring company and acquired company is similar, relatively speaking,
the acquiring company can have a better control to the acquired
company. On the contrary, the acquiring company may be more likely to face the problems caused by cultural conflict. Therefore, cultural
differences can bring great impacts to the overseas M&A, and they
are also the main reason leading to the failure of M&A (Barkema et
al. 1996; Daniel and Metcalf (2001).

(3) In actions of management and operations of acquring enterprises, the most important role played by the acquiring enterprises is
control. However, the control on the acquried enterprises should be
distinguished from the control onoverseas subsidaries. As far as the
wholly-owned subsidaries, the parent firm can have full control on
them, which means that there is no limitations on the transfer of monopoly assets, including cutting-edge technologies and patents and so
on (Pan & Chi, 1999). But in the condition of merger of enterprises,
excessive control on the acquried enterprises would lead to decreasing
its freedom, and being difficult to build up new powers (Birkinshaw
& Ensign, 2002).

(4) Experience of overseas enterprise merger and acquisition
(M&A)
When doing overseas M&As, rich experience on it can bring positive influences on the results of M&As. Vermeulun & Bakema(2001)
highlighted the importance of learning in the actions of overseas
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M&A. Because of the complex proceed of overseas M&A, possesssing rich experience on it can bring positive influences on the results
of it. Therefore, in the process of M&As, possessing rich experience
can lead to better results than having no experience on it.

① General situation
On the second of August in 2010, the GEELY holding group
completed merger and acquisition (M&A) on Volvo from Ford. The
acquisition includes the car brands and all intellectual property rights
of Volvo. It is the biggest overseas enterprise merger case of China.
Moreover, the GEELY became the first multinational automobile enterprise in China.

② Purchase motivation
Learning from the motive of Volvo’s - “Quality, safety, environmental protection” - achieved energy saving technologies and environmental protection. By applying the technologies and the advanced
management ideas of Volvo’s, the GEELY reinforced competitive advantage and predicted they would hold more marketing shares. Since
before the merger, the GEELY was in image of ‘grass-root’ to consumers therefore it was hard to get into the luxurious car market.
However, GEELY changed improving its image as a luxurious car
brand.

③ Acquisition results
In the figure 3 –1, the sales in China of Volvo shows decrease in
sales from 2007 to 2010 but in the 2011,it showed excessive sales
compare to previous year, 2010. On the 26 of February in 2015, the
Volvo released its revenue data. The data shows revenue of Volvo
which was increased from 122.25 billion kronor a year to 129.96 billion kronor. In addition, the operating profit of last year significantly
increased from 1.92 billion kronor to 2.25 billion kronor (17.5%).
According to the data, Volvo sold 465,860 vehicles in total in the
year of 2014 and it is also increased 8.9% in sales (427,840 vehicles) compared to previous year. This is the best sales report of
Volvo’s last eight years and it is new historical record. “The goal is
to sell 800,000 vehicles per year worldwide by 2020”. Volvo’s executives said.

4. SAIC Motor - Ssangyong Motor
(1) Chinese Shanghai Automotive Industry Corporation and
Ssangyong motor company creditor's rights group signed the stake
sale agreement of Ssangyong Motor Company in Seoul on October
28, 2004. According to the agreement, SAIC to 590 billion won to
acquire 48.92% stake in Ssangyong Motor Company. Make SAIC to
be the largest shareholder in ssangyong motor. The next year SAIC
through the Security exchange market overweight ssangyong shares up
to 51.33%, become to absolutely controlled by large shareholders.
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(2) Motivation of M&A
To obtain the core of automotive manufacturing technology- research and development ability on the engine and transmission, and
vehicle technology in SUV to improve the product line, and supply a
gap on SUV of SAIC. With the help of "ssangyong" to improve visibility in the international market. Through M&A, eliminate the competition between SAIC and Ssangyong, to achieve synergistic effect,
to further expand the market share, form scale effect ultimately.

(3) Spread Effect
Ssangyong sales have been stagnant since 2003, because of a
strike and the market in 2008, sales to a record low, and
Ssangyong's market share in South Korea has dropped dramatically.
After being acquired , realize the small profit of $0.13 million in
2007, losses reached $ 401 million. Three years of losses of up to
$401 million in 2005, 2006, 2008.

5. TCL-Thomson
(1) TCL is a state-owned enterprise which engaged in home appliances, communications, information. In order to obtain advanced technology, TCL mergerde THOMSON TV business.

(2) Motivation of M&A
In the face of home appliance market oversupply situation and
Intense price competition. In order to overcome the limitation of domestic market, increase brand awareness, TCL need to develop overseas markets in urgent; Mergers and acquisitions are helpfulfor TCL
to circumvent the risk of trade and European and American anti-dumping sanctions against China's color TV; the biggest problem of
Chinese enterprisesf is a technical problem, Through mergers and acquisitions, TCL can obtain patent technology transfer easily.

(3) Spread Effect
After TCL acquired Thomson a huge loss been incurred, as of
December 2004, TTE deficit of 63.86 million yuan. According to a
2004 TCL company's business report, TCL's net profit fell sharply in
2004, Sales net profit margin fall to 0.61%. As shown in the figure,
A sharp drop in TCL's profitability after TCL acquired Thomson, and
TCL loss of 1.84 billion yuan in 2006.

5. Conclusion
In enterprise overseas mergers and acquisitions, it need to pick the
right targetsif. if wants to create more value, it needs to grasp the
development trend of the future market correctly if wants to pick the
right targetsif.
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Ssangyong is based on producing SUV, Product form is unitary,
With the rising energy prices and cause of environmental pollution
problem, In many countries, including China, is to promote production of energy-saving and environmentally friendly cars, and introduced the corresponding support policy. On the contrary, For a energy-intensive car such as SUV, the government has a corresponding
policy to limit its production. TCL also made the same mistake, 2003
was a turning point for color television market, The traditional CRT
(tube) technology is fading, potential new technology direction including LCD (liquid crystal display), PDP (plasma), DLP (light display),
but its market prospect is not fully clear. Technology on the ratio of
the digital light processing (DLP) screen display has a strong competitiveness, Thomson chose the bet on DLP technology. Around
2004, South Korea and China Taiwan enterprises made huge investments in the liquid crystal panel industry. The scale of production increased substantially, LCD panel production cost drops rapidly, LCD
technology dominated the color TV market as a speed of far than
expected. DLP technology soon was abandoned and TCL suffered severe losses. but geely to buy Volvo's likelihood of success is relatively high. The situation of oil shortage and serious environmental
pollution will be increasingly huge pressure on the work for energy
conservation and emissions reduction. Fuel-efficient cars is a development trend of auto industry in the future. Geely grasp this trend correctly, chosed Volvo , has a lot of advanced technology and in-

tellectual property rights in energy saving, environmental protection ,
mergers and acquisitions are proportionately more likely to success.
So, not only the Relationship between enterprises, cultural differences,
ways of mergers and acquisitions, experience of overseas mergers and
acquisitions will affect overseas mergers and acquisitions, but also to
grasp the future market trend will also affect overseas mergers and
acquisitions.
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A Comparative Study on the Trade of China and South Korea Tourism Services
Chen Jiangli*
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1. Introduction
The president Park Geun-hye visited China in June 2013, and
President Xi Jinping paid a state visit to South Korea in July 2014.
The exchange of visits between the leaders of the two countries in
the short term of high density opened a new milestone in bilateral
relations. The year of 2015 and 2016 were designated respectively as
"China visit year" and "South Korea visit year". The personnel exchanges between China and South Korea over 8.222 million in 2013,
and In 2014, it’s the first time that the scale of Korean personnel exchanges reach to 10 million, which means China and South Korea
have become the largest inbound tourists' with each other. The communication between the two countries presented unprecedented favorable situation.
In order to promote and deepen the tourism and cultural exchanges
between the two countries, this paper will analyze the two countries
tourism status, problems and experience from the tourist service trade
and puts forward some proposals to China tourism service trade with
Korean. WTO service trade council stipulates that the tourism trade in
services including: accommodation and catering, the service provided
by travel agencies and travel agents, tour-guide service, etc.
Considering the characteristics of the tourism industry of two countries, tourism related government behavior and policies will be concerned in the paper.

2. The status and characteristics of South Koreans
tourism to China
South Korea tourism in China has been rapid growth beyond the
average speed of its outbound tourism. In 2003, 1.9455 million South
Korean tourists traveled to China. Among the South Korea's outbound
tourist destinations, China ranked first and surpassed Japan, Thailand
and the United States. Meanwhile, the number reached to 3.5453 million in 2005, which break a situation that Japan has been the first in
China’s inbound tourists. South Korea became the largest tourism
market in China. This kind of tourism market expansion speed and
concentration of tourism destination in the history of the development
of world tourism market is also rare. But since 2012, South Korea to
* First Author and Corresponding Author, Prof. of Shandong Normal
University, China.

China tourism growth has continued to decline (-2.8 in 2002, - 9.3%
in 2003) and appeared stagnation (table 1).
<Table 1> Chinese inbound tourism and the Korean visitors to China
during 2000－2013
(unit 10000)
Years
2000

total
China-Kore Annual rate
Annual rate Korean/total
population
a inbound of growth
of growth
inbound
of inbound
tourists
(%)
(%)
visitors (%)
tourists
134.47
35.6
1016.04
20.5
13.23

2001

167.70

24.7

1122.64

10.5

14.94

2002

212.43

26.5

1343.95

19.7

15.81

2003

194.55

-8.4

1140.29

-15.1

17.06

2004

284.49

46.2

1693.25

48.5

16.80

2005

354.54

24.62

2042.28

20.61

17.36

2006

392.40

10.68

2221.03

9.7

17.67

2007

477.68

21.7

2610.97

17.6

18.30

2008

396.04

-17.09

2432.53

6.8

16.28

2009

319.75

-19.3

2193.75

-9.8

14.58

2010

407.64

27.5

2612.69

19.1

15.60
15.44

2011

418.54

2.67

2711.21

3.8

2012

406.99

-2.8

2719.16

0.3

14.97

2013

369.9

-9.3

2629.03

-3.3

22.7%

sources Chinese Tourism statistics bulletin (

)

The characters of visiting China for Korean are as follows:
(1) AS for the purpose, non-tourism factors present a lager
proportion.
With regard to the purpose of visiting China for Korean, making
holiday, shopping and bushiness traveling enjoys a larger proportion
compared to the average of the whole overseas travel as Korean’s interest in China’s , and the "hardware" tourism is reducing. (Fig.1)
(2) traveling style of visiting China
As China and Korea have a more and more close relations, the
traveling style appears mainly the form of self-service traveling. And
the proportion of package tourism is less than 40%.1 Generally speaking, the former is more popular for high-income group and second or
more tourism. And the latter is more popular for those who have
low-income and firstly visit to Korea.

1 China tourism international public sentiment and communication
think-tank "The investigation report on public sentiment and
communication effect of the tourists come from Korea
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(3) the degree of satisfaction about visiting China
Overall, only the scenic spot is more obvious than other factors.
And more than ten pieces of contents are less than 60 or worse.
Males are much more satisfied with tourism catering than females.
And females are much more satisfied with travel agency service than
males. People at the age over 40 are more satisfied with the scenic
spot than others.
<Figure 3> factors of being
interested in China visit

<Figure 1> factors about why they
are not willing to visit China

Sources: the same with Fig.1

3. The status and characteristics of Chinese tourists
to Korea

Sources: China tourism international public sentiment and communication
think-tank "The investigation report on public sentiment and
communication effect of the tourists come from Korea(
)
<Figure 1> the purpose of visiting China

According to the statistics of UNWTO, foreign tourists of South
Korea have been increasing for 10 consecutive years in 2013, being
the sixth in Asian countries and regions. And it has moved from the
28th to the 22td in the global rankings in 2009. Tourism has been
increasing for consecutive 7 years, achieving remarkable results in inbound tourism.
<Table 2> Chinese outbound tourism and the tourism to Korea during 2000
－2013
( 2 2000-2013
)
(Unit: 10000)

years

Sources: the same with Fig.1
<Figure 2> Satisfaction of visiting China

Natural landscape ranks first in attracting Korean to visit China,
accounting for 39.7%, following by the long and rich history of
China. And then is the wonderful food. Poor law and order, food
safety and air pollution are the three main reasons for the light interest in visiting China. Unsmooth communication and inconsiderate
service also have small proportion.
(4) traveling cost in China
Korean usually spends from 1000-1500 dollars in visiting China.
We take it as reference, visitors spending over 2500 dollars is only
10% with the average of 1400 dollars. Males at the age of 20-29
present the largest proportion in spending over 2500 dollars.

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

total
Korean
China-Kore Annual rate population Annual rate
visitors/total
a outbound of growth
of growth
of
outbound
tourists
(%)
(%)
outbound
visitors (%)
tourists
40.69
——
1047.26
——
——
45.95
12.93
1213.31
15.86
3.79
55.14
20.00
1660.23
36.83
3.32
55.91
1.40
2022.19
21.80
2.76
69.70
24.66
2885.29
42.68
2.42
84.35
21.02
3112.38
7.87
2.71
109.82
30.20
3452.36
10.92
3.18
131.25
19.51
4095.40
18.63
3.20
137.43
4.71
4584.44
11.94
3.00
147.42
7.27
4765.63
3.95
3.09
196.86
33.54
5738.65
20.42
3.43
236.78
20.28
7025.00
22.42
3.37
299.51
26.49
8318.27
18.41
3.60
432.7
44.47
9818.52
18.04
4.41

sources Chinese Tourism statistics bulletin (

)

Japan and China have always been the first and the second overseas tourists markets by 2012. In 2013, China surpassed Japan for
the first time, becoming the largest overseas customers market.
Chinese tourists of visiting Korea have maintained two digit growth
momentums for over one decade years, except Sars in 2003 and the
financial crisis in 2008. During the 9 years from 2005 to 2013, the
growth rate of visitors to Korea in 2005, 2006, 2009, 2010, 2012,
and 2013 is higher than the total outbound population, more than 10
percentage points than the average. In 2014，the number of Koreans
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who came to visit China and Chinese visitors to Korea is 4.1 million
and 6.335 million respectively. The total population of the interactive
visitors between these two countries reached 10 million.
The characteristics of the Chinese visitors to Southern Korea can
be analyzed as follows:
(1) Purpose of visiting South Korea
According to the report of Korea Tourism Organization, three main
reasons of shopping, seeking for gastronomic delights and enjoying
natural attractions of beauty, attracted so many foreign visitors to
Korea from 2010 to 2013, of which shopping ranks first. Chinese
tourists are the same and the number has been increasing since 2009
(21.05%, 24%, 37.95%).2 The reason why shopping plays the most
significant role is actually that the duty-free shopping industry of
Korea is prosperous. Korea with the population of only 50 million is
the largest duty-free shopping market in the world. The annual sales
volume of duty-free shopping industry in Korea which combines with
tourism, consumption and Korean culture totals to 5 billion dollars,
accounting for 10% of the whole world.3 In 2012，Chinese visitors
contributed 1.05 billion dollars to the duty-free shop of Korea and
became the second largest groups of customers merely inferior to
Korean, exceeding far more than Japan. In 2013，Chinese tourists became the largest buyers.4
<Table 3> the foreign tourists’ purpose of visiting Korea
Shopping

2013

2012

2011

61.0%

66.0%

66.6%
44.2%

Korea foods

41.3%

44.3%

Natural landscape

39.0%

32.1%

23.9%

Rest, recuperation

18.0%

17.6%

16.5%

History, cultural relics

17.7%

21.5%

19.1%

Fashion, pop culture

14.8%

11.1%

14.5%

Street&buildings

11.7%

16.9%

19.0%

Recreation facility

9.8%

8.1%

18.9%

sources: Korea Tourism Organization 2013년도 방한 외래관광객 실태조사

(2) Tourism groups and travel style
Package tourismaccounts for 51%, self-service traveling 49% in
terms of product types. And the young people prefer the latter one.
The post -80s group accounts for about 60%and the post-90s group,
as newly-emerging force of tourism, accounts for over 20%. Female
tourists play an important part, accounting for about 70%.
(3) Degree of satisfaction
Convenient shopping, considerate service, fine food and transportation likein tourism service are highly evaluated in satisfying
elements. Unsmooth communication is the main reason in the unsatisfying aspect, and other elements accounts for less than 15%, which
proves that the overall satisfaction is relatively high.
2

.

[J].

Vol.29 No.3

2005
3

N

2013

09

30( GC08)
4

(2014-03-01) http://news.xinhuanet.
com/world/2013-10/28/c_125605930.htm

<Table 4> factors of being
interested in China visit
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<Table 5> Dissatisfied factors

sources Korea Tourism Organization 2013년도 방한 외래관광객 실태조사

(4) Consumption level
The data shows that the average consumption expenditure of
Chinese tourists who visited Korea is 17000 RMB in 2014, much
higher than other countries. The cosmetic is the most popular among
Chinese tourists and 7 people out of every 10 buy make-up.

4. The Korea tourism service promotion experince
Compared with China, Korea natural tourist resource is not very
rich, which can not provide favorable conditions for inbound tourism.
Besides what we mentioned above, the fact that visiting Korea gets
the extensive favor of Chinese tourists is closely related to all kinds
of efforts attracting Chinese visitors made by the South Korea government and their people. All of this provides a very good preference
for our promotion of Korea tourism.
(1) the government’s role in promoting
In recent years, especially after Park Geun-hye’s successful election
as president, Korea government attaches great importance to the active
role played by tourism in driving the economic development and creating employment opportunities. Tourism is defined as the core industry of creating economy.
As for the tourism policy, Korea government, actively improving
the laws and regulations of tourism development, successively promulgated a series of To Promote the Tourism Plan. The policy orientation is more targeted, mainly propelling combining strength of
tourism and culture, tourism and the "Korea Wave", paying more attention to premium tourism consumption, actively drives the comprehensive tourism leisure system.
(2) combining the tourism industry with cultural industry and developing various special tourism products.
Besides shopping, various topic and special tourism products are
very popular. For example, "Korea cosmetic"has become a new tourist
routes for many females of China who love beauty. In the early
2014, after "You who are from stars" went out, special tourism products, like following "Professor Du", were pushed out to the market
immediately. Korea moves far more than China in the development
and innovation of tourism products and line. What contributes to the
success is the tourism development system of realizing the integration
of resources to the most degree in which the government lead and all
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sectors of society participate extensively.
(3) Attaching great importance to the constriction of the soft environment of tourism.
Korea attaches great importance to the construction of the tourism
soft environment and relaxes the visa threshold to Chinese visitors.
Meanwhile, the government stages the relative policy of inbound tourism for shopping and overseas tourists’ departure tax. In addition,
Korea also increases the number of Chinese-speaking guide and introduces Chinese restaurant in order to meet Chinese visitors’ taste.
What’s more, in recent years, many duty-free shops have introduced
some activities, such as Chinese-speaking guide, Chinese visitors
counter, Chinese tourist exclusive privilege, comprehensively increasing
their degree of satisfaction to the visit to Korea.

5. Suggestions about developing China tourism service
trade with Korea
(1) setting up the regular system of market research, communication monitoring and evaluating.
ⅰ. Developing professional market research and systematic resource valuation
Korea to China tourism must be professionally analyzed and be located accurately. At the same time, we should pertinently develop different kinds of products with different characteristics and identify the
location and target. It is necessary to conduct the directed market development by combine the local tourism resources and cultural advantages according to different ages, consuming behavior of different
classes, consuming consciousness, including customers flow, consumption pattern and so on.
ⅱ. Exploiting resources, evaluating resources, marketing and communicating with purpose
It will take long time and many efforts to design, communicate
and market of inbound tourism. On the one hand, the scenic spot
and city should reassess and recognize their own resources; On the
other hand, tourism products should be designed carefully meeting the
need of customers. The communication and promotion should be
made scientific planning by market research, communication research
and result research and so on.
ⅲ. Setting up long-term mechanism of tourism image monitoring
and crisis management
Tourism is a long-term sustainable development industry. And the
communication and service of tourism is a very important part that
requires long-term management and planning. It is very necessary to
make a plan according to the possible incidents and crisis.
(2) Improving the tourism products and service and making innovation
ⅰ. Further develop tourism products with regional characteristics
Generally speaking, Korean visitors’ interest in "the hardware of
tourism" is reducing year by year, beginning to pay more and more
attention to "the software of tourism" Specifically, we can develop
traditional culture tourism, delicacy tourism, traditional Chinese medicine of preserving one’s health and so on. With regard to the central

and western regions and two or three line of the city which are not
familiar to Korean, what we should is to develop mainly natural
landscape tourism, family life tourism, folk culture in addition to improving transportation and accommodation, making some directed development projects to Korean market by creating new tourism value
and products
ⅱ.Customizing tourism products according to different kinds of
customers
As for the improvement of shopping experience, Korean tourists
take deep interest in China’s arts and crafts, traditional dress and traditional Chinese herb health care products. However, there is still a
large gap for Korean visitor’s needs in development, design and package and so on so that we need to improve the shopping environment.
ⅲ. Attaching great importance to the construction of the software
environment of tourism and improve service
Generally speaking, Korean visitors’ degree of satisfaction with
China’s tourism service is not very high in shopping environment and
service. How to improve the service quality and strengthen the construction of software environment is the core to whether to attract
Korean tourists or not.
(3) Increasing the propaganda dynamics and effects
ⅰ. Strengthening new media communication
Currently, the relevant promotion activities are mainly with the
help of tourism trade fair, thematic promotion activities and the traditional media advertising. The research shows that the new media like
the Internet is the primary resource for Korean to have access to
Chinese tourism information. So we should mobilize the enthusiasm
of Koreans who are long-living in China, such as regularly recognizing exchange activities, giving a special presentation of tourism and
so on. In this way, we can keep constant promotion and recommendation accompanied by the coadjutant, interactive ground service
of self-service traveling.
ⅱ. Improving national tourism image
In general, Korean’s impression to China is not very good. For
them, they learn about China mainly by the promotion of the public
media. So we need to make an accurate and effective promotion of
China’s image for a long time. Apart from organizing actively all kinds
of interview activities, making TV programs with Korean mainstream
TV maybe a good choice. The key to communication should move
from "traditional China" to "modern China" and "high quality China"
in order to appealing to the change of Korean mind and needs.
In conclusion, a new topic-haw to develop tourism communication
and promotion fitting to Korean has appeared in front of Chinese
tourism departments of all levels.

References
Sina (2013). Sina. Retrieved April 21, 2014. from http://news.
xinhuanet.com/world/2013-10/28/c_125605930.htm
Korea International Trade Association (2014). Korea International
Trade Association DB. Retrieved May 22, 2014. From www.
kita. Net.

Gao Hang / EIGHTH INTERNATIONAL CONFERENCE 189-193

189

Comparative Analysis on Cultural Trade Development between China and South
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Abstract
China South Korea are both located in East Asia and belong to
the culture, so they have a very cultural In recent years, friendly relationship between China and South Korea has been developing
rapidly. The deepening of the cultural and trade cooperation have
brought tangible benefits to the people of the two countries. Cultural
trade of South Korea has good momentum of development, and has
continued to enhance the international competitiveness. In contrast, the
development of cultural trade of Chian is relatively backward, and
there is a large deficit in cultural trade. Through a comparative analysis on different areas of cultural trade between China and South
Korea, it can be conformed that which are the shortcomings in the
development of cultural trade of China. Thus, Government could formulate policies and measures to promote cultural industries and reduce the deficit.

large, especially in the high knowledge content of cultural trade. In
contrast, after the Asian financial crisis, South Korea established its
national supporting strategy for culture development. Under the related
policy of fostering energetically, South Korea has become the fifth
largest nation in cultural industry all around the world. Therefore, the
development of cultural industry and trade of South Korea in recent
years is worth China to learn. It is of great significance to defend
the cultural security, transform the mode of economic growth and
maintain the sustainable development.

2. Comparison on current of cultural trade development
2.1. The development of cultural trade of South Korea
1) Leapfrogging development
Cul t ural Trade of Sout h Korea

Cultural Trade; Cultural Industry; Trade
Comparison of China and South Korea.

Deficit;

1. Introduce
With the advent of the information age and knowledge society, the
value created by cultural industry including television, publishing, entertainment, news and movies possesses an increasing proportion.
Cultural industry has become a new form of industry and a new economic growth point. Most of the countries in the world have put cultural industry as an important part of the national development
strategy. America is the world leader in the cultural industry and
trade, and its output of cultural industry accounts for about 20% of
GDP. In Asia, South Korea, Japan and some other countries have set
up specialized cultural development agencies which provide strong
support for the cultural industry development both in policy and
finance.
As a cultural nation with rich resources, cultural industry of China
which starts late is in a low level of development. The competitiveness of Chinese cultural products in the international market is relatively low. Trade deficit of cultural products of China is relatively
* First Author and Corresponding Author, Prof. of School of Business.
Shandong University of Political Science and Law. China
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Source: Institute of Cultural Industry Revitalization
<Figure 1> Cultural Trade of South Korea

As early as 1998, The government of South Korea has proposed
the national supporting strategy for culture development and regarded
the cultural industry as a key project to promote economy growth.
After ten years of development, cultural industry of South Korea got
the leap-forward development and played an important part in the
economic development of South Korea. Nowadays, South Korea has
become a big exporter of culture recognized internationally and has
important influence on culture around the world. Over the past five
years, the growth rate of export of cultural products has been more
than as twice as manufacturing industry in South Korea. In 2014, exports of cultural products were close to 8 billion dollars which accounted for 10% of the whole output value of cultural industry in
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South Korea. As shown in figure 1，while the exports of cultural
trade of South Korea increased year by year, the imports were greatly
reduced at the same time from 2005 to 2014. Undersuch, South
Korea eventually formed the cultural trade surplus in 2008 and the
surplus increased year by year. By 2014, the trade surplus of cultural
products of South Korea had reached 3.43 billion dollars.

2) In the upper reaches of the industrial chain and with high
added value
In the process of cultural trade development, South Korea paid
great attention to the innovation of cultural products and the layout
of overall cultural industrial chain. As a result, cultural products of
South Korea mainly concentrate on the upstream industrial chain and
cultural derivatives with high added value. Trade structure like this
not only brings big profits to cultural industry of South Korea, but
also helps keeping its own competitive advantages. Exports of cultural
products of South Korea mainly consists of game, knowledge information and image copyright with high added value, which proportion are respectively 55.3%, 10.01% and 9.12%. They are all located in the high end of cultural consumption industrial chain, and
have strong profit ability. Therefore, the cultural trade of South Korea
both shows a strong momentum of development both global and local, which is starting a worldwide "Korean Wave".

2.2. The development of cultural trade of China
1) Huge market and rapid growth
According to Annual Report on Import and Export Situation of
Cultural Products (2014) issued by Commerce Ministry, import and
export of cultural trade of China expanded steadily. The total amount
of cultural trade reached 18.87 billion dollars, with an increase of
22.6% compared with last year. After the enactment of Culture
Industry Promotion Plan in 2009, Going-Out strategy of Chinese cultural industry also gradually showed good results and all relevant
areas of cultural industry also went abroad. Take publication copyright for example, the kinds of copyright exports of China rose from
1362 in 2004 to 7783 in 2014, and the ratio of import to export
dropped from nearly 9 to less than 2.

2) Single export destination and serious deficit
As a component of Chinese foreign trade, cultural trade is facing a
status of serious deficit to most developed countries in the world.
According to relevant data, most of the main cultural products in
China existed trade deficit in 2014. In terms of gap between imports
and exports, these three cultural products of books, periodicals, and
electronic publications owned large deficit. In particular, deficit of
electronic publications even reached 139 million dollars. In terms of
import to export ratio, laser disc was 523 and software copyright was
54. In addition, the imbalance of cultural trade of China is also reflected in the aspect of monotonous export kinds and concentrated
export area of cultural products.

<Table 1> Book Copyright Export from China between 2005 to 2014
Countries &
Regions

South
Korea

Book Copyright

2676

6927

2269

3953

8171 23996

Proportion(%)

11.15

28.87

9.46

16.47

34.05

Taiwan Hongkong America Others Total

100

Source: Commerce Ministry of the People's Republic of China

Take the book copyright export situation in Table 1 as an example, China totally exported 23,996 kinds of book copyrights altogether
from 2005 to 2014. The top three export destination were respectively
Taiwan, South Korea and Hong Kong. The sum of book copyright
that China exported to these three areas has been taken 50% in its
global copyright export. It is clear that exports of cultural products of
China is dependent on Asia, which also includes Hong Kong and
Taiwan that use the same Chinese language. All the above reflects
that internationalization of Chinese cultural products is relatively low.

2.3. Current status of cultural trade between China and
South Korea
Since the establishment of formal diplomatic relations between the
two countries in 1992, the product and service trade between China
and South Korea has expanded rapidly. By 2014, Korea and China's
bilateral trade has amounted to 249.33 billion dollars, up 4.80% from
a year earlier. Among them, China's imports from Korea reached
162.37 billion dollars, up 4.85%; China’s exports to Korea was 86.96
billion dollars, up 4.71% than 2012 (see table 2). China has already
overtaken the United States to become Korea's largest trading partner,
and the total trade between China and Korea is expected to reach
300 billion dollars by 2020. However, there are serious imbalance in
the trade between China and Korea, and the bilateral trade deficit
reached 75.41 billion dollars in 2014. There has been deficit between
China and Korea's trade for a long time, showing an increasing trend
with the expansion of trade. Long-term deficit will hinder the continuous and stable development of bilateral trade cooperation.
In cultural products trade between China and South Korea, serious
deficit also lasted for years. Cultural trade covers the radio and television, film and video works, games, publishing print, performing
arts, multimedia, convention and exhibition, consultation planning, etc.,
which can be summarized as cultural content and services. In 2014,
the exports of cultural products from Korea occupied 5% of the
world market, and China's proportion was only 1.5%. cultural products exports from Korea amounted to 6.36 billion dollars in 2014 ,
which is expected to reach 10 billion dollars by 2017. In 2014,
51.8% of Korea's cultural products were exported to China, and the
trade deficit of cultural products between China and Korea reached
2.63 billion dollars.1 Only in the aspect of games, Korea's exports
reached 3.1 billion dollars in 2014, 10.2% more than in 2013, 28.3%
of which was exported to China. In contrast, the export of games
from China was only 1.1 billion dollars in 2014, which has a great
gap with Korea.
1 Commerce Department of China. Report of foreign trade situation of
China,December 2013.
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<Table 2> The Bilateral Trade Overview of Korea and China
(USD Billion, %)
Year
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

Export from China to
Korea
Amount Growth rate
27.81
38.4%
35.11
26.23%
44.52
26.82%
56.09
26.01%
73.95
31.82%
53.68
-27.41%
68.77
28.11%
86.43
20.80%
80.80
-6.50%
83.05
2.78%
86.96
4.71%

Import from Korea to
Balance of
China
Trade
Amount Growth rate
62.23
44.3%
-34.42
76.82
23.44%
-41.71
89.72
16.80%
-45.20
103.75
15.63%
-17.65
112.16
8.11%
-38.21
102.55
-8.57%
-48.87
116.81
13.91%
-48.04
134.21
14.90%
-47.78
134.31
0.1%
-53.51
154.86
15.30%
-71.81
162.37
4.85%
-75.41

Source: Commerce Ministry of the People's Republic of China

3. Comparison of product structure
Trade structure is often decided by the structure of industry, so
powerful cultural trade largely depends on the degree of development maturity of cultural industry. Therefore, based on the classification standard of cultural products of UNESCO, China and South
Korea, game, music and animation which are the main products of
cultural trade between the two countries are compared as
representatives.

3.1. Game trade
Recently, game market of South Korea has developed in a high
speed. According to White Book of Game Development of South
Korea in 2014, the scale of game market of South Korea has grown
by 19.5% in 2014, which is 10.5 billion dollars and accounts for
6.3% of the global game market. In general, game trade of South
Korea has been in trade surplus, and the surplus has increased year
by year. While in part, game exports of South Korea have continued
to advance greatly. In 2014, game exports are 3.6 billion dollars, increased by 36.3% than 2013. However, game imports of South Korea
have continued to decrease after 2007. In 2014, game imports are 0.3
billion dollars, decrease by 16.3% than 2013. Throughout the year,
amount of game imports accounted for less than 1/10 of exports. In
that case, as a pillar power of South Korean cultural trade development, game industry has been exporting its high-quality game products to the world continuously.
Game trade of China started a little bit late, while its development
has grown rapidly in recent years. After accumulation and development, the total revenue of game industry of China has achieved more
than 5.9 billion dollars, accounting for 3.5% of global game market.
And the user scale of network game has attained to 363 million.
Within the last five years, the export scale of network game has
reached 0.76 billion dollars, which is six times of the original. In
2014, growth rate of game trade exports reached 113.2%. Owing to
the Chinese history and culture characteristic that domestic games
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have, unique cultural concepts of China are difficult to be understood
by foreign users smoothly. Thus, game exports of China will inevitably encounter some "cultural discount".

3.2. Music trade
Music trade of South Korea has maintained trade surplus from
2005 to 2014. Trade surplus of music has increased greatly after
2009, from 19.3 million dollars to 216.68 million dollars. Thus, after
nearly ten years of rapid development, scale of music trade of South
Korea shows a gradually increasing trend. As a synonym for Korean
music, "K-POP" has been popular in the world. Especially in 2012,
"Gangnam style", which is so popular around the world, made the
music of South Korea attain the historical peak.
With the rise of digital music, the original business model of music industry has been subverted. China completed the construction of
three national music industry bases in 2011. However, due to the impact from piracy and free download, music exports of China have
been declining since 2006, which decreased from the peak point of
2.22 million dollars to 0.61 million dollars. By comparison, it is easy
to find that music imports of China have maintained high growth rate
from 2007 to 2014, which achieve2.05 million dollars, forming a deficit of 1.44 million dollars. Music industy of China could not grasp
the current fashion trend very well and are insufficient to employ
mature marketing meaning, so its globalization pace is still very slow.

3.3. Animation trade
Animation industry of South Korea started until 1980s. Suffering
from the strong impact of Japanese animation industry, animation industry of South Korea still got rapid development in the support of
government. Nowadays, South Korea has successfully ascended the
top three in the animation industry all over the world, becoming a
powerful country in animation industry. It can be said that rapid development of animation industry of South Korea couldn’t be divided
from complete industrial chains. The efficient combination of animation industry and game industry makes animation industry sell derivative products in hot selling games, which can save the cost of
creation. In recent years, animation trade of South Korea maintains a
large trade surplus. After 2006,animation trade surplus of South Korea
has increased year after year, and animation export broke through 200
USD million by 2014.
Cultural Industry Promotion Plan, published in 2009, has put animation industry as one of cultural industry categories which the government focusing on, and given overall guidance on the development
of animation industry. In 2014, the core animation product exports
reached 134.23 million USD. However, due to serious homogenization
in animation products and lots of imitation even plagiarism, China
has been lack of original cartoon images with international impact for
a long time. In domestic animation market, Chinese original animation accounts for only 12.1%, and Nearly 90% of the market has
been monopolized by overseas animation products. Thus, animation
trade of China still stay in a serious trade deficit situation.

192

Gao Hang / EIGHTH INTERNATIONAL CONFERENCE 189-193

4. Comparison with Industrial Policies
4.1. Strategy status in the development of national industries
The Asian financial crisis occurred in 1997 hit Korean economy
very seriously. The Korean government recognized the vulnerability
of single industrial structure, so the policy of "culture industry policy as a national pillar" was put forward in 1998. Cultural industry
was established as a national strategic pillar industry ，mainly because it has low consumption, no pollution and rich in creativity. In
1999, 《The basic law of the cultural industry》 was formulated ,which
formed the institutional foundation of local cultural industry cluster.
In 2005, the systematic cultivation and support strategies were constructed, namely "Cultural industrial cluster topographic map". 《The
basic law of the cultural industry》 was revised in 2006, forming a
system of cultural industry promotion agency. In 2009，the Korean
government determined cultural industry as the green growth industry,
playing a role of the main engine of economic growth. In
2014,Korea's new President Park Geun-hye supported cultural undertakings after taking office, announcing that the government would invest 1.5% of the total budget funds, about 5.3 trillion KRW, to foster "Korean wave" and the related cultural industry.
The cultural trade of China starts relatively late, and the cultural
products exports began in the 1990s. Compared with Korea, China
hasn't treated the cultural products as important export products, and
ignored research and development of the international cultural market.
Until 2003, the concept of cultural industry could be officially written
into the government work report, and cultural industry development
began to become an important component of China's economic and
social development strategy. In recent years, the Chinese government
has further realized the important position of the cultural industry in
the development of national economy. On the eighteenth national congress of the communist party of China, General secretary of Xi
Jinping stressed on promoting the development of socialist culture
prosperity, improving the cultural industry to the height of the national strategy.

4.2. Export support on cultural products
The basic strategy of Korea's cultural industry is targeting the international market, taking east Asia as a breakthrough point of the
world, using the domestic market to recover production costs and
making profits by overseas markets. Major cultural support strategies
are as follows：(1) Establishing "frontier stronghold" in the key areas
of culture products exports. At present, Korea's research institute of
culture industry revitalization has set up offices in China, Japan, the
United States and Europe, to strengthen market dissemination and
development. (2) Through overseas culture school, some corporate
overseas branch and a variety of means such as network, strengthening investigation and developing different products according to the
characteristics of regional.2 (3) Carrying out international production
2 Chen Wen-xuan. The comparison and cooperation of development of
China-Korea cultural industry. Asian and Pacific Economics, January 2014.

cooperation actively ,widely participating in international sales negotiation activities, setting up export incentive system, and constructing
overseas marketing network. (4) Focusing on the development of the
famous products with international competitiveness, and making use of
the brand to pursuit better market effect.
Compared with South Korea, Chinese government didn't attach
enough importance to the export of cultural products. The main deficiencies are as follows: (1) Because of the insufficient understanding
of the world cultural market, China's cultural products lack good and
effective international marketing methods. At present, China is lack of
Intermediary institutions which are familiarity with the systematic operation of the international cultural market, and a national culture information platform is also absent. (2) China has not formed the international well-known brands of cultural products, and this is also an
important restriction factor of the export of Chinese cultural products.
(3) China does not have special agencies to promote the export of
cultural products, also no specific law to regulate the export of cultural products.3 At the same time, the Chinese government did not
make effective tax rebates, financial services and loan discount to encourage cultural products to expand exports.

4.3. Restrictions on imports of foreign cultural products
In addition to promote cultural products exports, Korean government restricts imports of cultural products at the same time. Taking
TV plays import as example, the type and quantity of Chinese TV
plays introduced by Korea is very less, usually obsolete and broadcasted not in the prime time. In addition, "The film quota system"
implemented for many years has become the important driving force
of the development of Korean film, and now its film quota proportion is still maintain an established proportion. Besides TV plays
and films, the import of games, books, music and other cultural products is also under strict control.
China is a big country of cultural trade, but only a cultural product importer. A large number of movies, music, books, games and
other cultural products are imported from Korea to China, and the
root reason is that China's culture industry development is not
synchronized. Due to too much emphasis on physical products import
and export trade, industry leaders of China haven't realized the importance of cultural products import restrictions for a long time.4 The
import of large number of cultural products was not only a great hit
on the similar products of China, but also caused serious cultural
products trade deficit.

3 Tan Ke-yan. The development style of cultural industry in Korea,
Journal of Economic Development, April 2013.
4 Wang Dan. The reasons of trade deficit between Korea and China,
Journal of International Business and Trade, March 2014.
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5. Countermeasures of Promoting Chinese Cultural
Trade

enterprises with independent intellectual property rights to develope
cultural industry.

5.1. Strengthening the support of policy and administration

5.4. Cultivating cultural industry talents with international
view

The Chinese government should give subsidies to the export of
cultural products, in terms of fiscal and tax and finance policy, etc.
The government should relax the approval authority of cultural products export and simplify the export procedures. The establishment of
cultural trade specialized agencies is very important, which can
strengthen the coordination and guidance of foreign cultural trade.

5.2. Enhancing the marketing based on cultural brand strategy
China should cultivate brand awareness of cultural enterprises, and
control the overall quality of cultural products strictly. By building
cultural products with bothe national characteristics and flavor of
times, Chinese cultural enterprises could obtain cultural brand recognition in international market. Firstly, Cultural industry of China
should use capital and business as a bond to break the boundaries
between areas, industries and ownership. China needs to study using
joint, restructuring, merger and listing way to set up cross-industry
group including newspapers, radio, television, publishing and network,
realizing the scale operation and optimized resource configuration.
Secondly, China should use the means of the international exhibition,
international industry forum, network media to increase the marketing
efforts and visibility of cultural enterprises. Thirdly, based on full use
of cultural resources and historical allusions, Chinese cultural enterprises should endow cultural products with unique national
characteristics.

5.3. Improving the technology content of cultural products
With the development of science and technology, high technology
and cultural industry have converged gradually. The use of high-tech
not only leads to the upgrading of the industry, but also provides
new inspiration and diversified choices for the creation and manifestation of cultural products. Therefore, Chinese not only has to absorb
foreign advanced technology actively, but also improve the technical
content of cultural products at the same time. First of all, Chinese
culture company needs to purchase or annex oversea company by
ways of introducing technology to shorten our technology gap of cultural products. Secondly, the government should encourage high-tech

The development of China's cultural industry is closely related to
cultural talents who know international cultural differences, the international market rules and the knowledge of overseas marketing
channels. On the one hand, China should open such cultural majors
as international marketing and international cultural trade in colleges
and universities, cultivating interdisciplinary talents of marketing, management and art. On the other hand, in order to improve the diversity of culture talents, China should develop preferential talent introduction policy to introduce first-class culture from all over the
world.
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Abstract
In the era of knowledge based economy, Cultural industry has become a new increasing point of economic development. During the
process of cultural development, improving core competence of
Cultural industry is a key question to help developing Cultural
industry. This paper will go deep into the analysis of Korean Cultural
industry development, and the result of the analysis shows that the
cultural value of cultural product, competitive product lines and mature Market Mechanism are core competences of Korean Cultural industry, which is important and inspiring to the development of
Chinese Cultural industry.
KeyWords: Cultural Industry, Core Competence, Korea.

1. Research Purpose
Cultural Industry is an emerging industry after entering information
society; it is a kind of knowledge intensive industries. In the era of
knowledge based economy and information domination, Cultural industry has become a new increasing point of economic development.
Cultural industry is not only of great economic value, it also represents the soft power of a country. Therefore, Cultural industry gradust
ally became strategically core industry in 21 century. Therefore, governments and enterprises put emphasis on developing local Cultural
industry, and the key point of developing Cultural industry is to develop core competences. This article will go deep into the analysis of
Korean Cultural industry development, and research on core competences of Korean Cultural industry, the aim of this article is to better understand Korean Cultural industry development and to further
inspire Chinese Cultural industry development and to support close
cooperation between China and South Korea.

2. Core competences of Korean cultural industry
Cultural industry refers to the various businesses that produce, distribute, market or sell products that belong categorically in creative
* First Author, Prof. of Shandong Normal University, CHINA.
** Corresponding Author, Prof. of Kyung Hee University, KOREA.

arts.1 This industry is a very large category for certain types of
businesses.
From the aspect of cultural economy, cultural industry considers
culture and art as sources of products, industrial behaviors about exchange, buying and selling, within the big environment of market.
If we assume that the products from other industries meet our basic needs as human beings, then the products from Cultural industry
meet human beings’needs for cultural and mental healing, which impact people’s lifestyle in a significant way.
Porter(1990)2 interest than opponents under certain circumstances.
The ability to earn interest as much as possible is the key to product
competence. While Hua Jian(2005)3 thinks that, creativity determines
the ultimate value of the whole product line because the core value
of the Cultural industry is the original cultural contents, without creativity or innovation, the products are worthless, no matter how many
they are. Therefore, creativity and innovation are the most important
parts in the Cultural industry development. Zhao Yanyun(2006)4 and
Sun Yuping(2010)5 believe that the compete about Cultural industry
is actually equal to compete about Cultural value. A series of cultural
value integrate and compose human’s senses of worth, which will
further be the base of competence of Cultural industry. Cultural industry, like other industries, is determined by market regulation, or
we may say demand and supply. So we can draw the conclusion that
competing mechanism and cultural value(creativity) are the core competences in Cultural industry. Analysis of Korean Cultural industry
using the case of Korean drama will be explained below.

2.1. Cultural value of Korean drama
Cultural industry produces spiritual products with the source of
culture, which contains value, emotion, society of a country and composes the inner side of a country, and this inner side is the core of
the competence in Cultural industry.
Since 1990’s, Korean dramas gradually became popular among
1 H. Koivnen, Value Chain in the Cultural Sector[C] Paper Presented in
Association for Cultural Economics International Conference(Barcelon
a 1998, pp.14-17
2 Porter M E. The Competitive Advantage of Nations[M] London: The
Macmilan Press Ldt 1990, p.127
3
、
J
2005(2), pp.
9-16
4
J
2006(4), pp. 72-82
5
J
2010(11), pp.21-24
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Asian countries, some of them even created sensational effect
worldwide. From the earlier <what is love> <Autumn in My Heart >
<Dae Jang Geum> to the latest hit dramas <The Heirs> <Man from
the Stars>, the Korean dramas renewed viewing rates of Asian countries, its great influence and popularity draw broad attention
worldwide. After my investigation and study, I discovered that positive Confucian school cultural value and sensational emotion expression are the crucial reasons explaining why Korean dramas are so
popular.
First of all, Korean dramas express Confucian school based cultural
value in a very subtle and easy-to-accept way. Confucianism was originated from China and still, has a great influence among Asian
area, which lay the foundation for the broadcasting of Korean dramas.
We can see that in Korean dramas, Respect for elders is an important societal value. Respect for others according to age or position
is a pillar of Korea's Confucianist traditions.
Almost all the characters in Korean dramas follow the traditional
orders no matter how poor or rich they are. Scenes which are again
social justice, morality or ethics such as sexism and violence can seldom be seen in Korean dramas, while such scenes can be frequently
seen in Chinese dramas.
We can expect that if the audience faces this kind of immoral
dramas everyday they will feel upset about social reality.
After my investigation, I discovered that the ultimate subjects of
almost all the Korean dramas are around an English saying: ‘One
good return deserves another’, which means that good will be rewarded and evil will be punished. And this not only reflects the cultural values of Confucianism and Buddhism, it also in accordance
with the social moral standards that most people hold. So it is certain that Korean dramas are popular among audience.
Secondly, subtle and dedicate emotional expression is another core
cultural value of Korean dramas. Love for family, friend and lover
are always main emotional topics that Korean dramatists use to touch
audience’s heart. And another feature of Korean dramas is that their
talented dramatists know a special way to make trivial pieces of life
as attracting as possible.

2.2. Competitive product lines and market mechanism
Three most powerful TV stations inside Korea are KBS, MBC,
SBS, and their drama playing time periods are overlapping-after the
news. When that time arrives, audience has to make a choice from
KBS, MBC, and SBS, which requires producers to make more competitive dramas.
Korean dramas in the previous time were usually organized, invested and made by TV stations, with the great increase of the need
for dramas, TV stations gradually outsource this process to the spectacular outsourcing companies. In 2000, there were only 300 outsourcing companies in Korea, while in 2008, the number became
more than 1000.6 The chance to make their dramas shown in three
main TV stations became incredibly precious so that they have to
make more competitive products.

6

2014.3

The competence of Korean dramas is mostly decided by creativity,
or we can say the script. Scriptwriter plays an incredible role during
the drama making process. As you may know, a good script is the
foundation and support for the whole drama. Therefore, scriptwriter is
the soul of the whole making team. A senior scriptwriter even has
the right to decide the actors or actresses. The opinion to change the
script will be revised until the formal discussion is made, which
means that the drama will basically follow the original structure of
the script. While in China, on the contrary, the drama will not go to
the same direction with the original script in the most occasions.
Directors and actors, not the scriptwriters, direct the running of the
story and personalities of characters, which will obviously affect the
quality of the drama in a negative way.
In recent years, producing dramas in Korea has been a mature industrialization process. Actors, directors, and scriptwriters (most of
whom usually go through a long and tough intern period before they
become famous), they all experience the stress of hard work and
studying, which matches the intensity of this profession. So there is
no doubt that they will produce dramas in a high quality. The high
pressures they are going through can be unimaginable to Chinese
dramatists.

3. Conclusion
It has now been more than a decade since Korean drama has
made a massive inroad into East Asia and, subsequently, other Asian
countries. Korea has become the fifth largest cultural power worldwide, while China, another superpower with abundant cultural resources, is still at the primary stage of Cultural Industry development.
When and how to transfer abundant cultural resources into cultural
competences is a question worth consideration.
The core competences of Korean Cultural Industry, are decided by
cultural value of cultural products, competitive product lines and mature market mechanism and so on. we believe that in the future,
China may learn from Korea development experience and explore a
development path in accordance with Chinese actual conditions.
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Abstract
Korea is generally recognized as the country which has broken
though the "middle-income trap". In 2011, its Gini coefficient was
around 0.3, which is in the reasonable interval. The strategies Korea
adopted in coping with the "middle-income trap" are considerable experience for China. After 30 years of the reform and opening up, the
performance evaluation system, which is directed by GDP, has given
arise to a series of issue, such as the accelerating growth of income
gap. As a result, adopting the valuable experience of Korean as a
reference and integrating it into Chinese reform would have substantial impact on the success of reform.
Keywords: income distribution, Gini coefficient, middle-income trap

1. Introduction
1.1. Introduction
The concept of "middle-income trap"had first been proposed in the
Economic Development of East Asia Report, which is released by
World Bank. The concept describes that the nation whose national
average income has ranked the middle income in the world would be
encounter with a serious of problems, such as slow economic growth,
economic stagnation, followed with aggravated social conflicts. The
reason resulting to the phenomena can be attributed to the lack of
fundamental social and economic system reform. Some countries of
Latin America and East Asia has fallen into the "middle-income
trap". However, the Korea is the one of the country which has successfully broken through the "middle-income trap". The Korea had be
ranked as high income country with the GDP of 11,496 dollars in
1995, and had mounted to 22,700 dollars in 2012.
One distinction of the country, who stepped into the "middle-income trap", is the indispensible income disparity. Despite that, the
Korea has maintained both high-speed economic growth and justice in
income distribution. The Gini coefficient, which is a measure of justice in income distribution, was maintained at a low level. Even
though the Gini coefficient of the Korea had reached the peak of
* First Author and Corresponding Author, Prof. of School of Business.
Shandong University of Political Science and Law. China

0.39, while declined gradually and kept in the reasonable range. The
Gini coefficient of Korea does never beyond 0.4, which is the warning line. As a result, the strategies adopted by Korea in terms of income distribution are be of value for China.

1.2. Theory of Income Distribution
In general, income is defined as the increases in economic benefits
in forms of currency or currency equivalents relating to the selling
products and rendering service. The residents’ personal income refers
to the aggregation of monetary proceeds and proceeds in kind that
every social member earned in a certain period of time. The constitutes of residents’ income are wage income, family productive income, property income, and transfer-payments income. The residents’
net income refers to the aggregated income after deduction of expenses.
The expenses include tax disbursements, depreciation of non-current assets, expenditures of engaging in productive or non-productive activities,
and expenditures of presents or contributions to relatives.
Income distribution is defined as an activity that allocates the economic outcomes among social members complying with certain rules.
Income distribution comprises two concepts: national income distribution and personal income distribution. The criterion measuring the
distribution is Gini coefficient. The Italian economist, Gini, proposed
the Gini, which is based on the Lorenz Curve, to measure the degree
of the inhomogeneity of income distribution. The Gini coefficient is a
internationally and universally index which reflects the degree of the
inhomogeneity of income distribution. It is generally said that the
Gini coefficient of 0.2 stands for the absolutely justice in income distribution; The coefficient of 0.2-0.3 stands for the relatively justice;
The coefficient of 0.3-0.4 stands for the relatively reasonable; The coefficient of 0.4-0.5 stands for the wider income gap; The coefficient
of 0.5-0.6 stands for the considerable income disparity.
The issue of income distribution is of great value for a country,
whose significance is reflected in process of bridging the matter of
"middle-income trap". According to the latest research, the income
can be divided into four parts; low-income nation with average income below 975 dollars, lower middle income nation with the income
range from 1000 dollars to 3800 dollars, higher middle income nation
with the income range from 3800 dollars to 11000 dollars, and higher income nation with income surpassing 11000 dollars. In Latin
America, Brazil and Argentina had ranked as the middle income
countries since World War Ⅱ, whose average income had beyond the
one of Europe after the war. However, after decades of economic development, they are still in the rank of middle income countries. In
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the contrast, the Asian countries, which was laggard compared with
Latin America countries, have jumped into the ranks of high income
nations. The Korea is a typical example. For decades, the Korea has
become a high income country with average personal income beyond
20,000 dollars. It raises the question that why some countries fall into
the middle-income trap, while some others are able to step out of the
trap. What is middle-income trap on earth? The observations derived
from statistics find a high correlated index-Gini coefficient. The Gini
coefficient of Brazil is above 0.6, and the one of Argentina is above
0.5, while the Gini coefficient of Korea is relatively low. Dose it
drive to the conclusion that the Gini coefficient is relevant to the middle-income trap? In other words, lower Gini coefficient does not necessarily make the country rank into high income countries. However,
the higher Gini coefficient should not exist in the country with high
income. The profundity of the issue is that the gap of income distribution may bring benefits in the early stage of economic development, but when the speed of growth has reached to a fixed rate-middle income level, the enlarge of Gini coefficient would lead to a trap,
which makes the country stuck into the middle income trap and the
economic growth stagnated. Based on above fact, a reasonable and effective income distribution system is essential for a country.

2. The Current Situation of Income Distribution in
Korea
The Korean economic take-off occurred in 1960s. In 1965, the
Gini coefficient was 0.34, which is relative low compared with the
peak value, 0.39, in 1975 and 1980. After that, this index had fallen
gradually and reached 0.28 in 1995. In the Asian financial crisis in
1997, Korea, which suffered the hardest hit, underwent the increasing
unemployment rate. Consequently, the income gap between each class
tended to enlarge, and the Gini coefficient was recovered, whereas it
did never over 0.4. This indicator was still in the reasonable range in
that period of time. The numerical value of the index got back to
0.3111 in 2011. According to the statistics from the Korean Bureaus,
in the year of 2010, the number of employees with income above
5,000,000 KRW (amount to 30,000 RMB) in Korea was 780,000,
which took the proportion of 4.7% among the entire workforce. The
amount of employees with income between4,000,000 KRW and
5,000,000 KRW was 837,000, which took 5 percentages. The amount
of employees with income between2,000,000 KRW to 4,000,000
KRW was 3,839,000, which took the percentage of 23%. The amount
of employees with income between 1,000,000 KRW and 2,000,000
KRW was 6,696,000, which took the percentage of 40.1%.

1945. There are two proportions constituting the individual tax income: categorized income tax and comprehensive income tax. The
Korean Income Tax Law maintained the basic framework after experiencing multiple revisions, and compromise detailed collection
techniques. As the levy of income tax would narrow the gap of income distribution, the individual income tax has made the most important category of tax, which accounts for the 20.9%. The individual
income tax is constituted by comprehensive tax income, annuities, retirement pension income and capital income. In terms of efforts of
income tax levying, the proportion of individual income tax is increasingly expanding. Among the total individual tax income levied,
the high income group takes a significant proportion. It takes the role
of adjustment.

3.2. Take Active Approach to Improve the Social Welfare
System
The Korea began to construct the social welfare system since
1960s. During the period of 1961-1979, Park’s officials implemented
the government dominated economic system. In specific, the government insisted the predominated status of economic development, and
advocated that economic development is superior to income
distribution. The Korea had revised the "Crew Insurance Law",
"Military’s Annuities Law", "Noncommissioned Officer’s Subsidiaries
and Compensation Law" and "Child Welfare Law", etc. Particular
since 1987, when the Korea stepped in the transformation to democratic society, the Korean social welfare system has advanced rapidly.

3.3. Break the Economic Monopoly and Political Corruption
The main purpose of the policy is standardized the order of
distribution. The economic monopoly and political corruption has
bought considerable unreasonable and illegal income. It is the chief
among causes which spark the distribution disparity. The policy is in
the functions of standardizing the trade behavior and restricting the
power of market. In the December of 1980, the Korea promulgated
"the Act of Monopoly Restriction and Fair Trade". Based on the statistics, the National Fair Trade Committee had preceded10,985 cases
of unfair trading behaviors or monozpoly in the period of 1982 to
2007. The act played a significant role in maintaining the market
order. In the July of 2007, the Korea released a systematical and
practical act, named "Corruption Preservation Act". This act has reduced the possibility of corruption and maintained the fair distribution
order and social stability to certain degree.

3.4. Optimize the Structure of Fiscal Expenditure

3. The Policy of Korean Income Distribution
3.1. Make Use of Income Tax to Adjust the Second
Allocation
The Korean individual income tax law legislated independently in

In terms of fiscal expenditure, the governmental consumption and
fiscal expenditure take a increasing proportion of GDP since 1980s.
By contrast, the weight of government investment kept diminished,
which is benefit to the income reallocation. To relieve the differences
in education background, the Korea begun to implement the equalization of education in 1974. Coincided with the enhancement of investment in livelihood, the income gap had been shrinking again.
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4. The Apocalypse to China
For the 60 years of new China, the income gap of our resident
experienced a process that narrowed at first and then enlarged. The
trace of development presents as "U" or "V". In the reference of the
Korean income distribution policies, following recommendations are
proposed for China in terms of income distribution.

4.1. Major Efforts Should Be Made in the Reform of
Income Distribution System
The transformation of income distribution system which has impacts on the development pattern would alter the holistic situation. It
is not only because the income distribution has become the focus of
the whole society, but also that it is the strategic supporting of national consumption demand and the foundation of consumption power.
Whether essential progress of income distribution reform can be made
in the Twelfth-Five Year Plan period, would be the key to examine
the success of economic development pattern reform.

4.2. Optimize the Reallocation System Based on the Target
of Equalization of Public Service
Realization of equalization of public service would be considerable
foundation to ensure the baseline and system equality. In recent years,
the differences in basic public service contribute significantly to the
income gap existing in urban and rural, different regions and groups.

4.3. Advance the Fiscal Structure Reform in Purpose of
Rationalized Income Distribution Relationship
Based on the empirical research of China, the reconstruction of tax
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and fiscal system in purpose of expanding the economic aggregate
has become the vital mission of income distribution reform in new
period. In the initial allocation, it is practical to incorporate the capital rent and profits, land-transferring fees, and other revenues that are
not covered in the budget into fiscal budget. In this way, the standardized and comprehensive fiscal budget system would be generated.
In addition, the structural tax reduction is recommended to adopt to
reduce the proportion of government productive tax, and alter the
contemporary situation that the income tax is mainly burden on the
working class. The reform would lighten the burden on low income
classes, and be in the function of adjustment of income distribution.
In the process of low allocation, the adjustment of structure of fiscal
expenditure, and reduction of the expenditure on economic development and administration, would make great contribution on the improvement of public service.
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development needs a more accurate analysis and understanding.

Abstract
In order to analyze the foreign trade in the economic development
in Shandong Province, the Shandong Province in recent years, foreign
trade and economic growth data were collected, two pairs of relationship analysis; and using multiple linear regression model and econometric software on the relationship of Shandong Province in foreign
trade and economic growth in the quantitative analysis foreign trade,
so as to explore the pulling effect on economic growth in Shandong
province. In addition, points out the main problems of Shandong
Province Foreign Trade: export products with low added value and
competitiveness is not high, the export market concentrationis high
and the contribution of foreign trade to economic efficiency needs to
be improved. Finally, on how to further the development of foreign
trade and economic development put forward relevant policy
recommendations.
Keywords: International Trade Economic Growth; Empirical Analysis

1. Introduction
Economic development of Shandong Province since the reform and
opening up fully demonstrated that the development of foreign trade
has significantly promoted the economic growth in Shandong
Province. As the forefront of reform and opening up, Shandong province, the total foreign trade in 2013 was $ 267.16 billion, the reform
and opening up 28 years of cumulative total of $ 10.22 billion of 26
times; at the same time the overall GDP of Shandong Province has
achieved sustained growth. We can say that the rapid development of
foreign trade in Shandong has promoted the rapid growth of the
economy. With the widening scale of foreign trade, but also exposed
a lot of problems. Especially in 2009 and the outbreak of the financial crisis sweeping the world in the short term, we should rethink
how to make better use of foreign trade to promote economic
growth. How to balance the domestic market to generate turbulence
in foreign markets in order to ensure the steady growth of the national economy? The relationship between foreign trade and economic
* Corresponding author, Dept. School of Business Administration,
Shandong University of political science and law, China. Tel:
+86-0531-88599754. E-mail:000771@sdupsl.edu.cn.

2. Situation of Foreign Trade and Economic Growth
in Shandong Province
2.1. Foreign Trade Development
Since the reform and opening up, foreign trade development in
Shandong Province has made great achievements. As show from
Table 1, import and export volume of Shandong Province were $
1.44 billion and $ 2.08 billion in 1984. By 2013, the rapid growth
of imports and exports were $ 132.65 billion and $ 134.51 billion.
Import and export volume of Shandong Province in 2013 was 75.9
times 1984. It also reflects the Shandong Province gradually enter into a mutual benefit and common progress of good foreign trade
relations. In addition, import and export volume in 1998 and 2009
decreased than the previous year, thereby we can infer that Shandong
suffered the same effects of the Asian financial crisis and the US
subprime crisis.
<Table 1> 1984-2013 customs import and export situation in Shandong
Province
(Unit: million US dollars)

1984

import and
export value
352012

207786

144226

1986

382840

191926

190914

1989

616511

327015

289496

1992

778140

433752

344388

1995

1395007

816101

578906

1998

1661740

1034705

627035

2001

2896313

1812899

1083414

2004

6078136

3587286

2490850

2007

12261798

7524374

4737424

2010

18895085

10424695

8470390

2013

26715900

13451000

13264900

year

export value

import value

Note: Data from Shandong Statistical Information Network.

2.2. Economic growth situation
With the reform of the economic system improvement and further
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development of opening up, economic growth is relatively high in
Shandong Province. In 1978, the GDP of Shandong Province is only
22.545 billion, while in 2013, the GDP of Shandong Province broke
the five billion mark, reaching 5.46843 trillion yuan. From the industrial point of view, the fastest growth rate was the second industry, and has the largest proportion of the gross; the tertiary industry developed steadily, and had a rapid expansion of the scale
since the beginning of 2008. Per capita income in Shandong Province
can be divided into two phases: the steady development of 2001, the
rapid increase after 2001, compared to the 2000, the per capita income in Shandong Province increased 5.1 times. 30 years of reform
and opening up, the social productive forces in Shandong Province
has been a great development, and the level of economic development has rapidly increased.
As it can be seen from Table 2, since the reform and opening up,
Shandong economic growth rate has been higher, with an average annual growth rate of 11.5%. However, economic growth showed
fluctuations. Economic growth between 1999–1995 became Slowing
down. Since 2001, economic growth began to accelerate, and reached
a peak in 2004; later, the economic growth rate has dropped slightly,
but still remained at a high level.
<Table 2> 1978-2013 basic situation of Shandong Province Economic Unit:
100 million RMB

slight decrease foreign dependence. The main reason is the outbreak
of the US subprime mortgage crisis in 2008, which set off the global
financial crisis. Shandong Provincial Foreign Trade has also been a
hit, its export growth declined. Therefore, the growth of foreign trade
continued to promote economic development in Shandong Province,
also increased the instability of the economic development.

3.2. Import and export dependence
As can be seen from Table 3, export dependence of Shandong
Province was the overall upward trend, and reached the highest value
in 2007, reaching 22.2%; thereafter affected by the subprime crisis,
export dependence slightly. At the same time, import dependence
steadily increased from 8.6 per cent in 1992 to 14.8% in 2013. Since
2007, the foreign dependency Shandong Province has been stable at
around 14%. However, compared to the country's dependence on foreign nearly 10-year average 54.62%, foreign dependence of Shandong
Province has been at a low level, and is far from a serious impact
on economic security cordon.
<Table 3> foreign dependency situation in Shandong Province
(Unit: 100 million)
year

GDP

Total
External
Export
Import
Exports
import and
dependence
dependence dependence
export

year

GDP

Primary
Industry

Secondary
industry

Tertiary
Industry

GDP per
capita

1992 2196.5

429.1

19.5%

239.2

10.9%

8.6%

1978

225.45

75.06

119.35

108.53

316

1995 4953.5

1164.9

23.5%

681.5

13.8%

9.7%

1980

292.13

106.43

146.11

130.55

402

1998 7021.4

1375.7

19.6%

856.6

12.2%

7.4%

1983

459.83

185.57

178.75

159.15

611

2001 9195.4

2397.3

26.15

1500.5

16.3%

9.8%

5030.7

33.5%

2969.1

19.8%

13.7%

1986

742.05

252.73

313.21

274.80

956

2004 15021.8

1989

1293.94

359.14

579.65

513.97

1595

2007 25776.9

9323.9

36.2%

5721.5

22.2%

14.0%

2556

2010 39169.9

12775.9

32.6%

7057.0

18.0%

14.6%

2013 54684.3

16296.8

29.8%

8205.2

15.0%

14.8%

1992

2196.53

534.62

999.11

889.59

1995

4953.35

1010.13

2355.78

1587.44

5701

1998

7021.35

1215.81

3408.06

2397.49

7968

2001

9195.04

1359.49

4556.01

3279.53

10195

2004

15021.84

1778.45

8478.69

4764.70

16413

2007

25776.91

2509.14

14647.53

8620.24

27604

2010

39169.92

3588.28

21238.49

14343.14

41106

2013

54684.3

4742.63

27422.47

22519.23

56464

Note: Data from Shandong Statistical Information Network.

3. Change of Economic Growth in Shandong Province
dependence on foreign
3.1. External dependence
Import and export volume of Shandong Province is growing rapidly, at the same time, there is an upward trend about the external
dependence in general (see Table 4), which can be divided into two
phases: 1992-2007, the dependence on foreign rise; 2007-2013, a

Note: Data from the Statistical Yearbook of Shandong Province.

4. Empirical Analysis of the impact of International
Trade on Economic Growth of Shandong Province
In this paper, multiple linear regression model is set up to study
the relationship between foreign trade and economic growth in
Shandong province, using econometric software Eviews to Simulate. It
should be noted that, for the unity of measurement, we converted
dollars into yuan, with 1994 as the base period, and taking into account the changes in the exchange rate and the purchasing power of
the currency issue. The data obtained by dividing the price index for
the 1994 year to eliminate errors caused by changes in exchange
rates and purchasing power.

4.1. Variable selection
In general, the national economy (GDP) growth was mainly influenced by three main factors: the national consumption, foreign trade
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and investment, also known as the national economic growth,
"Troika." This article explained variable GDP is set to Y, the explanatory variables for the consumer (X1), imports (X2), exports (X3),
investment (X4), and a random error term ε.
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economic point of view, import and export trade has a significant impact on economic growth in Shandong Province, which is consistent
with the actual economic development of Shandong Province.

4.4. Empirical Analysis
4.2. Multiple linear regression model
To improve the stability analysis of the data, we need to eliminate
the impact caused by heteroscedasticity. Using data log processing,
we constructed the following multiple linear regression model.

LNY = β 0 + β1 LNX 1 + β 2 LNX 2 + β 3 LNX 3 + β 4 LNX 4 + ε
Parameter estimation model is as follows:

LNYˆ = βˆ0 + βˆ1 LNX 1 + βˆ2 LNX 2 + βˆ3 LNX 3 + βˆ4 LNX 4
As shown in Table 4.
<Table 4> Results output of Eviews
Variable

Coefficient

Std.Error

t-Statistic

Prob

C

0.201472

0.396149

0.602255

0.6159

X1

0.212591

0.092831

3.866950

0.0293

X2

0.021292

0.046124

0.544033

0.6878

X3

0.234845

0.137418

2.637610

0.0686

X4

0.454839

0.253393

5.979090

0.0017

R-squared

0.991869

M dependent
var

4.569138

Adj
R-squared

0.969102

S.DD T var

0.706449

S.E
regression

0.069843

Aka criterion

-2.504572

Sum squ
resid

0.050694

S criterion

-2.415314

Log
likelihood

35.57548

F-statistic

453.2669

Durbin-W.stat

0.665418

prob

0.000126

Based on the above estimation results, we obtain the following
regression results.

LNYˆ = 0.2015 + 0.2126 LNX 1 + 0.0213LNX 2 + 0.2348LNX 3 + 0.4548 LNX 4

Tested show that it has a strong correlation between variables selected, Regression model has very good goodness of fit, From the regression results, foreign trade has a significant impact on the continuity and stability of economic growth in Shandong province, especially exports. In the long run, the export increase of one percentage
point, it will spur economic growth of 0.23 percent in Shandong
province, it can be seen that an important role in boosting exports to
economic growth in Shandong province. From imports, the growth of
imports of Shandong Province role in promoting economic growth is
not obvious. However, with the growing economies of scale in
Shandong Province, to establish a broader, global raw materials procurement market, economic development can reduce raw material
costs, improve economic efficiency, but also developed the introduction of high technology and equipment also contributed to the
Shandong production improve sector productivity.
From the data analysis, foreign trade developed rapidly in recent
years, but domestic demand remains the main driver of economic
growth in Shandong Province, where the largest share of investment,
consumption, followed by the re-export. It is noteworthy that the
three share is constantly changing, the contribution of consumption to
economic growth and export rate increase, which reflects the structural adjustment of social and economic development of Shandong
province optimization.

5. Conclusion
On the whole, foreign trade of Shandong Province has greatly promoted the economic development. So, In order to promote economic
development, Shandong Province should continue to implement the
policy of openness, the development of foreign trade, expand exports
and continue to optimize the export structure. Of course, Shandong
province needs to continue to develop the domestic market, and enhance the ability of self-development.

4.3. Significant test
As can be seen from Table 5, R² = 0.9919, the value is large
enough. But because R² is an increasing function of the number of
explanatory variables, when there are multiple variables, R² is not
necessarily a true reflection of the goodness of fit of the regression
model for the observed data. Therefore, we use squares and degrees
of freedom to amend, which can eliminate its dependence on the
number of explanatory variables. By calculation, we derive R ²=0.9691,
so, the estimated regression equation and sample observations have
better fit. The model also adopted the F test (with Table 5, F =
453.2669> F0.05 (4, 15) = 3.06), which show that there are significant regression equation of linear relationship. Moreover, from an
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Abstract
The information asymmetry and quality uncertainty has been the
root cause of the frequent quality problems of Chinese online shopping
market. The purpose of this study is to analyze how government regulatory agency, online platform and sellers take product quality control
measures and promote the healthy and sustainable development of
Chinese online shopping market. This study finds: In order to reduce
product quality uncertainty, the buyers tend to use internal and external cues to isolate the quality information and take them as the basis of quality evaluation. At the same time, interested parties such as
the online shopping platform, government regulatory agency and the
sellers try to mitigate the uncertainty from four dimensions: trust, website informativeness, product diagnosticity and social presence. Based
on the above findings, this article constructs the model of three-level
product quality control system in Chinese online shopping.
Keywords: Online Shopping, E-Shopping, Product Quality Control,
Quality Management System, Commercial Ecosystem,
E-Service Quality.

1. Introduction
Business ecosystem is a kind of dynamic structural system constituted by communities or groups with a certain interest, including
customers, suppliers, lead producers, those who provide financing, relevant trade associations, standard bodies, labor unions, government,
public service agencies and other interested parties (Moore, 1998). At
present, Chinese online shopping market shows obvious characteristics
of business ecosystem in the aspects of organizational elements, structure and functions: the market has a large scale and grows rapidly;
the interaction among individuals and groups is close and complex
(Hu, Lu & Huang, 2009); in addition, the Internet has inherent features of being virtual and interactive as a result, the interested parties
have various degrees of impact on the quality of the products circulating in the market. Here, we include in the interested parties the
buyers, the sellers, the online shopping platform, cooperation institutions (including quality inspection and assurance, logistics, in* First Author and Corresponding Author, Prof. of Business School,
Shandong University of Political Science and Law.

surance, etc) and government regulatory agencies. This puts forward
some more serious propositions about product quality control in online shopping: which subjects (or subject) should take on the responsibility of quality control? What kind of control mechanisms does
each subject take? How do these mechanisms play a role? And is
there any room for improvement?
In the academic field, there is still a gap in systematically researching on product quality control. Some relevant studies have disclosedthe occurrence mechanism of the product quality problems in
online shopping and believed that those problems are rooted in the
more serious information asymmetry and market uncertainty caused by
the features of network(Sanjeev & Vernon,2004; Pan, 2009). Besides,
in the studies about e-commerce websites service quality and online
trust, product quality is taken into consideration as one of the important factors(Ba & Pavlou, 2002 Tsao & Tseng, 2011; Benedicktus
et al, 2010; Santos, 2003). Therefore, considering the above problems
existing in practice and the current research gap, this article combs
the uncertainty mitigating factors of product quality systematically,
and on this basis, constructs the model of three-level product quality
control system of online shopping, analyzes the formation and current
situation of the three-level control system in Chinese online shopping
and puts forward management suggestions for the existing problems.

2. Combing the Uncertainty Mitigating Factors of
Product Quality in Chinese Online Shopping
In online shopping, there exist a separation between information
and physical product, between goods and selling websites, between
payment and product delivery, and traders are also separated in physical space. Those features of online shopping lead to the more serious information asymmetry and quality uncertainty in which the product quality problems are rooted (Li & Wen, 2013). In order to prevent adverse selection under information asymmetry and enhance market efficiency (Akerlof, 1970), the buyers have to search information
about the sellers and the products as much as possible and take good
advantage of the information. Meanwhile, the interested parties such
as online shopping platform, government regulatory agency and the
sellers also need to take measures to mitigate the uncertainty of the
market and product quality. Therefore, this article analyzes the uncertainty mitigating factors of product quality in Chinese online shopping based on the cue utilization theory and quality uncertainty mitigation theory.
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2.1. Theoretical Basis
According to cue utilization theory, product is composed of a series of signals that can be used by the consumers to evaluate product
quality. Consumers gather relevant quality information as the cues to
judge the quality of products. The cues can be divided into internal
and external ones based on their characteristics (Wheatly, Chiu &
Goldman, 1981). Internal cues refer to the characteristics relevant to
the product’s physical parts, mainly include the product’s size, shape,
taste, etc. And they will change only when the properties of the
product itself change. Differently, external cues are those characteristics associated with the product, including price, brand name, packaging, advertising, quality assurance, third-party certification, origin,
store name, reputation of retailer and so on(Antonio, 2004; Maeyer,
2011). In the case of asymmetric information, consumers do not have
enough capability to accurately assess product quality and they can
only use certain external and internal heuristic cues to measure the
quality of products (Zeithaml, 1988). In online shopping market, there
exist a separation between information and physical product, goods
and selling websites, payment and product delivery, and traders are
separated in physical space (Liao & Cheung, 2001). This phenomenon
leads to a greater imbalance of information resources between the
buyers and the sellers and makes the problem of information asymmetry in online shopping more serious than that in physical market
(Pan, 2003). Therefore, buyers are more inclined to isolate product
quality information according to the internal and external cues and
take them as the basis of judging product quality. In addition to the
above factors, the internal and external cues which the buyers refer to
also include factors like trust and information considering the uniqueness of online shopping market.
According to Pavlou, Liang & Xue (2007), there are two aspects
of uncertainty in online transactions: one is the uncertainty related to
the sellers (the sellers may hide their real property and make false
promises or fraudulent practices), the other is uncertainty of product
quality (the overall product may not be as good as promised by the
sellers, or the product is of low quality). He also proposed to reduce
the uncertainty mentioned above from four dimensions: trust, website
informativeness, product diagnosticity and social presence. Trust is
one of the factors that have been studied most in online transactions
(including online shopping); Website informativeness is the degree to
which buyers perceive that a website provides them with resourceful
and helpful information, which can help the buyers learn more about
the sellers and the products; Product diagnosticity refers to the extent
to which a consumer believes that a website is helpful in terms of
fully evaluating a product; and social presence is the extent to which
a consumer feels that the online environment closely resembles a
physical interaction with a seller, which can overcome the spatial and
temporal separation that the online environment creates.

2.2. Product Quality Uncertainty Mitigating Factors of
Online Shopping
In online shopping, the buyers isolate the information of product
quality by using the internal and external heuristic cues to reduce the

uncertainty of product quality. Therefore, those cues can be regarded as
uncertainty mitigating factors. According to the studies of Pavlou, Liang
& Xue (2007) and Liu (2012), the author combs the internal and external cues to which the buyers need to refer and involves them into
the four dimensions of trust, website informativeness, product dignosticity and social presence, which forms the model of product quality uncertainty mitigating factors of Chinese online shopping (see Figure 1).

<Figure 1> The model of product quality uncertainty mitigating factors of
Chinese online shopping
( represents internal cues, represents external cues)

3. Three-level Product Quality Control System of
Chinese Online Shopping
In general, the purpose of product quality control in online shopping can be divided into two aspects: one is to reduce the uncertainty of product quality, and the other is to improve product
quality. Through the descriptions of quality uncertainty mitigating factors in Figure 1, we can learn that government regulatory agency, online shopping platform and the sellers bear the main responsibility in
reducing quality uncertainty of online shopping. Their policies, systems and measures can help eliminate quality information asymmetry
during the process of online shopping and reduce the quality
uncertainty. Meanwhile, improving product quality is the responsibility
taken by the sellers in order to win in the fierce competition.
Therefore, this article builds the model of three-level product quality
control system of Chinese online shopping (see Figure 2), which is
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completed by a three-level control system composed of government
regulatory agency, online shopping platform and the sellers. In the
three-level control system, online shopping platform, as the core control subject, connects government regulatory agency and the sellers. It
can implement controls on product quality by designing four mechanisms (trust mechanism, information display mechanism, product diagnostisity mechanism and social presence mechanism). The following
part will focus on the design and implementation of the four mechanisms and elaborate the operating mechanisms of the model of
three-level product quality control system in Chinese online shopping.

4.1. Four stages of Chinese online shopping ecosystem

4. The formation and current situation of the three-level
product quality control system in Chinese online
shopping and management implication

Hu&Lu (2009) divide the evolution path of e-commerce ecosystem
into four stages (development, expansion, coordination and evolution).
This article also divides the development of Chinese online shopping
ecosystem into four stages: market rise, market expansion, relationship
coordination and sustaining evolution (see Figure 3).

online shopping in Figure 2 is built on the basis of a comprehensive
consideration about the quality uncertainty mitigating factors. In the
model, information is transferred and shared smoothly and completely
among the control subjects on three different levels while the various
control mechanisms realize organic integration. However, in current
practice, Chinese online shopping product quality control system has
not achieved the perfect state described in Figure 2, it is still at the
initial formation stage.

The model of three-level product quality control system of Chinese

<Figure 2> The model of three-level product quality control system in online shopping

<Figure 3> Stages of online shopping market development and product quality control in each stage
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<Table 1> The main product quality control measures at present and the deficiencies
dimensi
ons

Control
mechanisms

Online shopping platform (take Taobao as example)

Government regulatory agency

Sellers

- Quantitative scores, for example, scores like "consistent degree with
- Relevant policies: Several
the description"and "the refund times in the near 30 days due to
Opinions on Accelerating the
quality problems" can reflect from different sides the overall product
Development of E-commerce
quality of each shop on Taobao during the recent 30 days.
Business (2005) puts forward to
- Text comments, in "cumulative assessment", the assessment
speed up the construction of
information can be shown classified based on key words (such as
credit system, establish and
"Good quality ").
improve the national standard
Reputation
- Deficiency: the accumulated points algorithm is less scientific, the
e-commerce system. Interim
feedback system
rate of positive feedback caused by default favorable comment is
Measures on Online Commodity
artificiallyhigh, and the effect of time weight and transaction amount
Trading and Relevant Service
on trust is not considered, etc (Ji, 2010).
Behavior Management (2010),
requests that industrial and
Online business
-Industrial business alliance and regional business alliance
Trust
commercial administrative
alliance
departments should establish
credit files and implement
classified
credit supervision on
Reputation of the
-Choose cooperative institutions (logistics, quality inspection) with
the platform and the sellers.
cooperative
better reputation
- Deficiency: the promoting
- Most sellers can
institutions
process of social credit system is
comply with the
relatively slow.
regulations of government
regulatory agency and
-In "Product details", "product parameters"are regulated according to
- Relevant policies: The Online online shopping platform
different categories.
Shopping Service Specification
and join the quality
Display format
-Once the mouse is rolled over the product picture, it shows
(2008), Interim Measures on
uncertainty mitigating
and technology
magnified details and the buyers can view the product picture
Online Commodity Trading and mechanisms or activities
approximately from an angel of three hundred and sixty degrees.
Websit
Relevant Service Behavior
of the platform.
-Deficiency:
Need
to
propel
the
application
of
new
technology.
e
Management (2010), and
informa
Search
Product search can be ordered according to credit scores.
Advertisement Law (1994).
-Some competitive sellers
tive-nes
technology
- Deficiency: they mainly
has also launched the
s
Communicat-ion
regulate the responsibilities and
- Ali Wangwang/ forum
following activities: set
and publicity
rights, but lack detailed rules.
- Advertising platform like Juhuasuan
scientific and reasonable
platform
prices, take online
- It has covered clothing/shoes, beddings, hardware/tools, toys, and
marketing activities,
many other categories
improve the upstream
- Before sales, the sellers show the inspection report issuedby a third
- Relevant policies Interim
supply chain and promote
A third party
party quality inspection agency to the buyers for reference. After
Measures on Online Commodity the brand construction.
quality inspection sales, if there is any dispute between sellers and buyers, they can
Trading and Relevant Service
have the product in dispute inspected and the quality inspection report Behavior Management(2010) and
-Deficiency: they should
will be taken as the important basis for resolving disputes.
Consumer Protection Act(1993)
Product
strengthen the
describe the online shopping
dignosti
- "Mystery buyer" sampling system, some internal employees of
consciousness of quality
platform’s responsibility of
city
Taobao or recruited volunteer buyers buy the suspected problematic
management and promote
ensuring product quality.
products and send them to the third party inspection agency for
the comprehensive quality
Platform quality
-Deficiency: not regulate the
testing, then announce and deal with the sampling inspection result.
management.
sampling
details of sampling taken by
-Deficiency: sampling results are not shown in a prominent place and
government regulatory agency
unknown to consumers.
Product trial
Punishment for
frauds and
violations

Social
presenc
e

Seller access

Quality assurance
and commitment
Offline business
extension

-Product trial center, recruit buyers to try out the seller’s products
and publish the trial experience report.
-According to the seriousness of the irregularities, punitive measures
include giving warnings, limiting product issuing, removing products
from listings, decreasing the rights to search products, paying
liquidated damages and closing the shop, etc.
-Individual seller must carry out real-name authentication and submit
the real personal photos. Be Stricter with access conditions, require
sellers to pay deposit, and force those who run some certain category
of business to provide third party quality inspection report.
- product returns or exchanges without any reasonin 7 or 15 days/
Alipay/consumer protection/compensation in advance/do a false
compensate three.
-Deficiency : the platform shopping websites like Taobao don’t
support cash on delivery nor open physical stores while some
independent-sale shopping websites have started trying.

- Relevant policies: The Online
Shopping Service Specification
(2008), Interim Measures on
Online Commodity Trading and
Relevant Service Behavior
Management (2010) make rules
for seller access and punishment
for frauds and violations
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The first stage is the rise of market. From the late 1990s to the
beginning of the 2000s, websites like Eachnet, 8848, Dangdang, Joyo
were founded successively, which marked the rise of Chinese online
shopping market. At that time, because of the bottlenecks in logistics
and payment, the number of buyers and sellers, the category and
quantity of goods were very limited. In that case, most of the buyers
were young people who loved trying new things and cared much
about the novelty mainly brought by the online shopping process itself and cheaper prices. Their expectation of the quality was not high
and product quality was not their focus. Therefore, in this stage,
product quality control measures were less and mainly relied on the
online shopping platform reputation feedback system.
The second stage is market expansion. From 2002 to 2003, eBay
entered Chinaby acquiring Eachnet and Taobao was put into
operation. Affected by SARS emergency in 2003, China's online
shopping market stepped into the orbit of rapid development and initially shew the characteristics of ecosystem. During this stage, the
scale of online shopping market and the users grew rapidly, infrastructure such as logistics and payment had been improving, the buyers’needs became more diverse, the sellers and the categories and
quantities of products were in explosive growth. But at the same
time, product quality problems and the consequent consumer complaints gradually increased. Product quality control in this stage was
mainly based on online shopping platform and the sellers. The measures mainly include online trust mechanisms (such as online reputation feedback system of online shopping platform and online business
alliances), quality assurance measures of third-party payment and fully
demonstrated information about the sellers and products. Although online shopping platform and sellers took some quality control measures
in this stage, quality control consciousness of interested parties was
still in a bud state---non-spontaneous, scattered and unplanned.
The third stage is relationship coordination. Since 2007, online
shopping market has entered a stage of explosive growth. The market
trading size exceeded 100 billion yuan. From 2007 to 2010 the deal
size increased above 100% each year, and online shopping share in
total retail sales of social consumer goods continued to rise year after
year(CNNIC, 2011; iResearch, 2009). The entire market shew increasingly obvious characteristics of self-organizing and self-developing
ecological system, several flagship enterprises constituted the core of
the system. At the same time, more and more ecological population
(insurance, banking, quality inspection institutions) joined it. However,
an unavoidable fact was that the frequent product quality problems
increasingly became the bottleneck of positive and sustainable development of the market, seller credibility hyping and reputation collusion have been the open secret in this industry (You, et al, 2011),
the trustworthiness of platform reputation system in online shopping
was widely questioned, and at the same time, the buyers’ expectations
of product quality became higher and higher. Due to the sharp increase of online shopping system complexity, the buyers, facing massive amounts of sellers and commodities, find it more difficult to
judge the actual quality of goods. A large number of fake and inferior commodities were circulating in the market and Taobao even
boarded American annual "notorious markets"list in early 2011. The
online shopping product quality control system was gradually formed
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under this kind of internal and external pressure. Government regulatory agency issued a series of policies and regulations such as the
real-name authentication to regulate and monitor the market. Online
shopping platform on one hand tried to strengthen or improve the existing control measures, on the other hand begin to apply new measures and methods in a purposeful and planned way. The sellers carried out a wide variety of quality assurance and improvement activities under supervision and guidance of government regulatory agency
and online shopping platform.
This article argues that the next stage (the fourth one) of the development of Chinese online shopping is sustaining evolution. An important direction of the evolution is the accelerate competition and
cooperation with traditional shopping market, which has revealed its
first signs---online shopping platform will extend offline by self-built
logistics system and stores while traditional retailers will gradually establish and improve the online shopping platform to join the online
shopping market competition. In the process of market sustaining evolution, the product quality control system will also be constantly developed and improved: The various mechanisms will be designed
more scientifically and reasonably while the communication and promotion mechanism between the main control bodies will be gradually
established and improved.

4.2. current situation of the three-level product quality
control system in Chinese online shopping
At present, Chinese online shopping is in a transition from the
third stage to the fourth stage, in which the three-level product quality control system has formed initially and the main control measures
of all control parties are listed in Table 1. (since Taobao acts as the
largest online shopping platform in China and its quality control
measures rank in the forefront of the industry, it is taken as an example in Table 2 to show the online shopping platform controls).

5. Management suggestions
As shown in Table 1, the three-level product quality control system in Chinese online shopping has been initially formed online
shopping platform, government regulatory agency and the sellers have
taken a series of control measures to mitigate quality uncertainty or
improve the quality of products. However, some control measures
need to be adjusted and improved. To make up for the deficiencies
mentioned in Table 1, this paper puts forward the following management suggestions.

5.1. Improve and refine the online shopping platform quality
control mechanism
Online shopping platform acts as the core of the three-level product quality control system, whether its control mechanism design is
reasonable and whether the implementation is in place will directly
affect the degree of quality uncertainty mitigating. But at present,
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most control measures of Chinese online shopping platform have not
been implemented for a long time and not mature enough. They still
need to be improved with the market development and consumers'
constantly changing requirements. For the four main deficiencies listed
in Table 1, this paper argues that: First, online reputation feedback
system of Chinese online shopping platform has made some improvements, such as the classified display according to the key words of
text comments, which can help the buyers quickly find the information concerning the quality from the vast amounts of comments.
But there are still many problems-the accumulated points algorithm is
less scientific, the rate of positive feedback caused by default favorable comment is artificially high and the effect of time weight and
transaction amount on trust is not considered, etc. So the online
shopping platform needs to solve these problems step by step and
makes the credit scores reflect the product quality and seller's reputation more accurately. Second, online shopping platform makes an innovative use of various techniques which can help expand website informativeness and strengthen the buyers’ product perception.
Researchers have pointed out that consumers can use the mouse to
"feel" the material of a certain product in online shopping (Schlosser,
2003). For example, on the Japanese second-hand car auction platform AUCNET, the clear images in the auction process and the convenient special purpose terminal can make the buyers feel that they
seem to be right in the auction site (Pan, 2007). Therefore, Chinese
online shopping platform should learn more from the counterparts in
the developed countries at those aspects and enhance its technology
innovation ability. Third, product quality sampling by the platform is
a new control measure of Chinese online shopping platform in recent
years, but the sampling results and disposal of unqualified products
and sellers are not published in a prominent place on the website
and unknown to most buyers. As a result, the control measures can’t
give full play to the following functions: to provide buyers the internal and external cues which have been inspected by the third party
authority and implement punishment and warning on those who sell
unqualified products. Fourth, With the diversification of network terminals, offline brand accessing the Internet and the rise of online
brand shop in recent years, the integration of online and offline businesses gradually becomes a developing trend. In this situation, some
independent-sale websites and sellers which have begun to take shape
have tried to extend their business offline by supporting cash on delivery or opening physical stores. However, the platform shopping
websites including Taobao haven't started business of this kind.
Platform shopping websites may make it possible to support cash on
delivery through closer cooperation with the third party logistics and
the use of a portable payment terminal. In addition, associating the
trial center and the physical stores may also become a form of future
offline business extension.

5.2. Promoting the construction of social credit system and
electronic commerce credit system
As the social credit system is promoted relatively slow, government regulatory agency should make more efforts to promote the
construction of social credit system and electronic commerce credit

system. The major difference of online shopping environment between
China and the United States is that the United States has a very mature social credit system. American government takes credit system
into the law category through legislation and supervision. In this system, the traders’s bad records in online transaction can affect their
offline credibility online and offline transaction form a conjunction
game at the same time, the offline punishment mechanism can
strengthen the penalties in online transactions and reduce the traders’s
default temptation (Wu, 2007). On the contrary, Chinese social credit
system is still imperfect. In 2005, the General Office of the State
Council issued Several Opinions on Accelerating the Development of
Electronic Commerce and put forward to accelerate the construction
of credit system, establish and improve the national standard electronic commerce system; and Interim Measures on Online Commodity
Trading and Relevant Service Behavior Management in 2010 requested that the industrial and commercial administrative departments
should establish credit files and implement classified credit supervision
on the platform and the sellers. However, because it needs to coordinate multiple departments and agencies, plus the cross-region features of online shopping, the promoting process of social credit system is relatively slow and this blocks the formation of online and
offline credit conjunction game.

5.3. Strengthen the communication and coordination between
three main control bodies
Many policies made by government regulatory agency about online
shopping product quality control lack detailed rules owing to the lack
of necessary communication between the three control subjects.
Government regulatory agency can't accurately grasp the changing of
online shopping market. As a result, the formulating and publishing
of its regulations and policies are lagged, the management and support of the market are dislocated and absent (CNNIC, 2011) and the
supervision is not in time nor in place. Therefore, considering the
complexity of the emerging online shopping market, government regulatory agency and other main control subjects(especially the online
shopping platform) shall establish a regular and smooth interactive
communication mechanism to provide the reference for formulating
government policies and implementing supervision and inspection
effectively.

5.4. Enhance the sellers’ comprehensive quality management
consciousness and level
During the rising and expansion stages of Chinese online shopping
market, cheaper price is a very important factor to attract consumers
to join online shopping market. But as the shopping mentality of
buyers gradually becomes mature and online shopping market evolves,
the buyer's requirement for the product quality is higher and higher.
Therefore, the sellers need to adjust the business strategy and gradually promote total quality management.
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6. Conclusion
This article takes a theoretical research on product quality control
in Chinese online shopping by means of literature studying, observation, interviews and deductive reasoning. Under the framework of
cue utilization theory and quality uncertainty mitigating theory, this
article builds the model of three-level product quality control system
of online shopping and analyzes its operation mechanism. Besides, it
reveals the forming process and present situation of the three-level
control system in China and puts forward management suggestions for
the existing problems.
Due to the lack of systemic framework and conceptual model in
previous research, this article aims to construct a theoretical framework and model, focus on mechanism analysis. On the basis of this
study, future research can do the following studies using both qualitative and quantitative methods: First, validation studies on productquality mitigating model of Chinese online shopping; Second,
comparative studies on different types of online shopping product
quality mitigating factors; Third, studies on the changing of online
shopping product quality mitigating factors and the evolution of product quality control; Fourth, the impact of online shopping platform
quality control mechanism on product quality perception.
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The development and present situation of Forensic accounting in China
Fei Han*
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Abstract
The form and development of Chinese Forensic accounting started
in the 1980s, compared with other countries of Anglo-American law
system and Civil law countries, in the development process of
Chinese Forensic accounting, whose characteristics and theoretical system formed its own practice, based on the formation and development
of Forensic accounting in China, and combined with the relationship
between Forensic accounting and Financial Accounting analysis, we
will point out the existing problems of Forensic accounting, and then
give the corresponding countermeasures and suggestions, the ultimate
goal is to make the theory and practice of Forensic accounting research to be able to get more specifications.
Keywords: China, Forensic Accounting, Present Situation, Development.

1. The formation, development and basic present
situation of the "Forensic accounting"
The word "Forensic accounting" found in the earliest period of the
republic of China, at that time the judicial administration department
of accounting in a 1928 book "the outline of Forensic accounting
work in four years mentioned in the Forensic accounting, its meaning
is refers to the accounting work of judicial organs. In the same period of the republic of China, Chaoyang University of China (now its
name is China University of Political science and Law) in order to
develop the Forensic accounting talents, in the three consecutive held
40s Forensic accounting specialty courses.
After the founding of the People's Republic of China in 1949, the
public sector of the economy system and the application of financial
accounting has gained popularity. In the 1950 s, China imported from
the Soviet union official "Forensic accounting appraisal", Forensic accounting is endowed with the meaning of "Forensic accounting appraisal". Increases day by day along with the development of the
economy, economic crime, the judicial organs in to investigate and
punish economic crime cases begin accounting check and appraisal.
Especially when deal with corruption cases, in order to confirm
whether the defendant embezzlement, often by the accountants to au* First Author and Corresponding Author, Prof. of Shandong University
of Political Science and Law, Jinan Shandong, China

dit, and the amount to identify whether the defendant embezzlement
and corruption.
In 1978, as the core of the communist party of China, Deng
Xiaoping led down the road of reform and opening up in China.
With the promulgation and implementation of the criminal law, criminal procedure law of our country Forensic accounting has entered the
phase of the development of the real. Especially in the mid - 80 - s,
in order to adapt to the needs of the anti-corruption struggle, the
Supreme People's Procuratorate on related situation of foreign Forensic
accounting technology department after research that procuratorial organ is necessary as the procuratorial organ for investigation and punishment of such crimes as corruption and bribery, tax evasion services of Forensic accounting work. The supreme people's procuratorate
technical department began the procuratorial organ Forensic accounting
personnel training work in the country since 1987. Forensic accounting also expanded from the main service for prosecutors case, to provide departments such as public security, court Forensic accounting
appraisal conclusion and technical services.
In the late 80 s, some business of civil court in trials of financial
accounting, economic and administrative cases, began to entrust a social intermediary institution such as certified public accountants in
Forensic accounting activities. Individual local court also, audit and
other departments jointly set up with the bank to carry out the
Forensic accounting business institutions. Jilin Forensic accounting
Firm, founded in 1989, is China's earliest Forensic accounting intermediary structure.
After decades of development, so far, China's procuratorial organs
material evidence of justice has been formed and forensic accountants,
engineers and forensic science profession; Such as certified public accountants of the social intermediary agencies have equipped with specialized engaged in Forensic accounting experts engaged in similar judicial accountant's practice, some provinces and cities have established
the provincial Forensic accounting association, some colleges and universities have set up the Forensic accounting undergraduate course
and specialized subject education, to train professional talents.

2. The concept of Forensic accounting
Forensic accounting including the concept of judicial activity and
Forensic accounting.
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2.1. The meaning and characteristic of Forensic accounting
activities
1) The Forensic accounting activities, financial accounting is to
point to in business case investigation and trial, in order to find out
the case, special inspections for the financial accounting information
involved, or specific identification of the financial and accounting
problems involved in the legal activities.
2) The characteristics of Forensic accounting activities
The Forensic accounting belongs to the legal activities
This feature determines the social attribute of Forensic accounting
activities, in the legal action in the process of accounting checking
and accounting appraisal activities, belong to the Forensic accounting
activities.
Exists in the Forensic accounting activities associated with financial accounting business case investigation and trial. This feature determines the scope of Forensic accounting activities.
The main content of Forensic accounting activities, check the financial and accounting data and related property involved, or to solve
the financial and accounting issues involved in litigation.

2.2. The meaning of Forensic accounting and the involved
problem
1) The Forensic accounting, is the application of law and the related subjects such as accounting, the logic of theory achievement,
through the research on the rules of Forensic accounting activities,
study and put forward the mechanism of Forensic accounting, technology, methods and countermeasures, a the edge of the application of
law science discipline.
2) The problem of Forensic accounting involved
The main research object is the rule of Forensic accounting activities, mechanisms, as well as the specific techniques, methods and
countermeasures, procedures.
The Forensic accounting subject belongs to the application subject of the edge of the law.
The Forensic accounting is a marginal subject in law, it needs
to use the accounting, auditing, law subject research results to put
forward and solve the problems of the subject need to study, thus
form application and the application of relationship with related
disciplines.

3. The relationship between Forensic accounting and
financial accounting
3.1. The Forensic accounting and financial accounting
Relationship of Forensic accounting and financial accounting is
very close, the contact in the following two aspects:
1) The Forensic accounting on the basis of financial accounting.
The existence of the financial accounting research accounting entity
capital, distribution and movement law and accounting method, ac-

counting analysis, accounting check method. Forensic accountingis
based on the basis of normal movement theory and accounting method of all kinds. As a result of the existence of accounting method.
Make of the economic considerations are also involved in the case
may be recorded in the financial accounting information: financial accounting information is provided for Forensic accounting accounting
evidence. From this perspective, the Forensic accounting is based on
the financial accounting.
2) The financial and accounting knowledge is the basic technology
of exploration and appraisal of Forensic accounting. Judicial organs in
the use of Forensic accounting, in order to quickly and accurately obtain relevant to the case of financial accounting information, assign,
select qualified Forensic accounting professional and technical personnel, we must grasp the understanding of financial accounting concepts, principles and calculation method, and the current financial system and accounting system of professional knowledge. Forensic accounting from financial accounting specialized knowledge and technical methods of forensics goal cannot be achieved.

3.2. The difference between the Forensic accounting and
financial accounting
1) The purpose is different. Financial accounting is to reflect the
accounting entity all assets and liabilities, provide useful financial information to report users, the purpose is to improve the economic
benefit. The purposes of Forensic accounting are through Forensic accounting activities, for economic cases investigation, arrest, prosecution and trial to provide reliable evidence, to guarantee the accuracy of the judicial organs to crack down on economic crimes, correctly handle the economic disputes.
2) Different functions. The primary function of financial accounting
is the accounting and supervision. Forensic accounting is the basic
function of exploration and appraisal, Forensic accounting personnel
relevant to the case of a variety of economic activities and accounting information conduct inquest, examination, find out the financial
truth, and make a written report or the appraisal conclusion.
3) The object is different. The object of financial accounting is an
accounting entity can be measured by money happened economic
business, including the production and business operation capital investment, the circulation, the turnover and exit the movement of the
whole process. Forensic accounting object must be need to use in the
process of litigation Forensic accounting methods for exploration,
identification of specific economic content. Including economic cases
involved in all kinds of capital movement, financial revenues and expenditures, assets and the authenticity of accounting information as
well as a variety of accounting information itself, legitimacy, etc.
4) The practitioner is different. The executor of the financial accounting is the accounting body, it belongs to the functional departments within the unit. The financial and accounting personnel has direct economic interest relationship with this unit, is on duty in this
unit the leadership, poor and its independence. Forensic accounting
practitioners are appointed by the judicial authority or hire professional and technical personnel with appraisal rights, the exploration
of identification of it in accordance with the law, not directly in-
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volved in the operation and management activities of the survey unit.
Forensic accounting personnel with no economic interests relationship
between units, surveyed have certain detached position, at the same
time, the Forensic accounting can also be in accordance with the law
enforcement measures. Visible, Forensic accounting has strong independence and authority.
5) Working procedures and methods are different. Financial accounting is in accordance with the accounting procedures, using the
set of accounts, double entry and a series of special methods, continuous, systematic and comprehensive accounting and supervision,
capital movement process. The Forensic accounting procedures must
be in strict accordance with the procedure according to the need of
lawsuit was filed, determination, and termination. Methods generally
have accounting data checking method, physical inventory method, accounting evidence forensics method, the enforcement of Forensic accounting method, etc.

4. The type of Forensic accounting activities
4.1. Forensic accounting check
Forensic accounting check, it is to point to in the lawsuit, in order
to find out the case, the financial and accounting data and related
property involved a judicial review of specific inspection activities according to law.
Forensic accounting check is a basic content of Forensic accounting activities, also is a kind of Forensic accounting litigation in most
activities.

4.2. The Forensic accounting appraisal
Forensic accounting appraisal, it is to point to in the lawsuit, in
order to find out the case, appoint or employ the persons with
Forensic accounting expertise, of action needed to determine the financial and accounting problems were identified in a judicial authentication activities.
Forensic accounting appraisal is another basic content of Forensic
accounting activities, but in the same case would greatly less than the
number of occurrences of Forensic accounting check the number of
times.
Through Forensic accounting appraisal, can solve the problem of
financial accounting is involved, get Forensic accounting expert opinion as litigation evidence, so as to find out the facts for the purpose
of financial accounting.

4.3. The Forensic accounting test
Forensic accounting inspection, it is to point to by Forensic accounting experts such as the case involving the financial accounting
information and the relevant evidence for inspection, verification of
technical activities.
Forensic accounting test is the program to make Forensic account-
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ing appraisal, also is the important content of Forensic accounting appraisal activities.

4.4. The Forensic accounting review
Forensic accounting, the review refers to the financial accounting
in order to ascertain the content of the subject of litigation document
evidence of whether as finalized according to the principle and method of using the evidence review, to review documents evidence,
judge a Forensic accounting activities.
Forensic accounting certificate examination is not the purpose of
ascertaining facts, but to review the case facts.

5. The theory of Forensic accounting system
Forensic accounting class theory studies, including the subject system and specific theoretical research two aspects. The subject system
of Forensic accounting research, is mainly refers to the study of
Forensic accounting discipline theory system; Forensic accounting
theory research, refers to the specific problem of Forensic accounting
theory and practice research.
Chinese and foreign Forensic accounting discipline theory research
are different causes: China is based on the professional teaching of
law needs to carry out the first, and will use as a research focus in
the litigation fraud audit, in fact, in the study of litigation fraud auditing theory; And common law countries is due to expand fraud auditing theory needs to start, is, in fact, after the research fraud audit
activities cause lawsuit question how auditors to provide audit results
to the court for fraud, or fraud auditor how to provide service for
litigation problems directly.
In the process of the development of Chinese Forensic accounting
discipline theory, through the theory of "One dimension" to the "Two
dimension" theory of evolution

5.1. "One dimension "in the concept of Forensic accounting
theory of origin and features:
Were introduced into China in the 1950 s, the Soviet union's
Forensic accounting appraisal concept, the affected, some scholars
have defined the concept of Forensic accounting identification of
Forensic accounting, this is the initial formation of the "One dimension" the concept of Forensic accounting history.
The concept of "One dimension" Forensic accounting features:
1) In the subject claims, claims that Forensic accounting is the
study of Forensic accounting appraisal subject, research results show
the litigation involved in more activities such as accounting check
and evidence review as part of the Forensic accounting appraisal.
2) In terms of the research route, using the research fraud auditing
theory research route and make it suitable for litigation.
3) In terms of research methods, mainly summarizes the practice
of the judicial practice, theory and experience of the operation.
4) In terms of the results, as for the countermeasures and the
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identification of Forensic accounting appraisal preparation and issue a
report.

5.2. The formation of the "Two dimension" Forensic
accounting concept and theoretical features:
In the early 1990 s, Chinese scholars in the proposed, based on
the study of basic theory of Forensic accounting, judicial examination
and judicial identification of Forensic accounting activities separately,
then the unified in Forensic accounting theoretical system. The research route is the "Two dimension" Forensic accounting theory
system.
The concept of "Two dimension" Forensic accounting characteristics
1) In the aspect of subject claim that the Forensic accounting of
the main research object is the accounting activities.
2) In terms of the research route, follow under the guidance of
basic theory to carry out the practice of the research route.
3) In terms of research method, by adopting the combination of
normative research and empirical research methods.
4) In terms of research, has formed by the related concept,
Forensic accounting countermeasures, Forensic accounting appraisal
theory system, the theory of Forensic accounting practice system consisting of a set of discipline theory system.
Forensic accounting theory research results with Anglo-American
law system countries, China has achieved obvious advantages, such as
had constructed the basic theory of relatively independent system, and
laid a theoretical foundation for independent Forensic accounting disciplines, and common law countries is still the basic theory of fraud
audit, cannot achieve academic independence; Second, China has been
able to prepare more than thirty Forensic accounting professional standards, professional standards and Anglo-American law system countries
isn't ready; Third, China already has a special Forensic accounting professional series of courses and teaching materials, Anglo-American law
system countries still taught in fraud auditing theory.

6. Forensic accounting in our country at present the
main problems:
6.1. Lack of special Forensic accounting standards
Because there is no unified law, unified appraisal procedures, appraisal report mode, both in Forensic accounting checking and the
identification of Forensic accounting lack of maneuverability, which
result in the judgments of Forensic accounting appraisal conclusion
and use of non-standard, unscientific phenomenon, even different
agencies for the same case of judicial appraisal results are different.

6.2. The chaos of Forensic accounting institutions, practitioners
professional quality needs to be improved
In the present stage of our country Forensic accounting offices

there are three main forms: the judiciary internal non-specialists, external CPA, Forensic accounting professionals. Long-term since, our
country's judicial authentication work are made by the judiciary within certain legal knowledge of finance, auditing, personnel. With the
development of the society, more and more cases involving financial,
economic, also increased demand for judicial authentication work, part
of the judiciary is external CPA or judicial authentication institutions
entrusted to appraise, due to different industry norms and the lack of
legal knowledge, and can only be certified public accountants to financial revenues and expenditures, and issue the audit report, financial
statements, and the appraisal conclusion may not be able to prove
criminal facts, resulting in a judicial appraisal and case investigation
decoupling phenomenon. Although our country has already set up the
Forensic accounting center, but as a result of personnel quality still
not improve, people prefer to choose the professional quality of certified public accountants.

6.3. Lack of application of Forensic accounting environment
Forensic accounting in our country, the development time is shorter, the lack of the understanding of Forensic accounting people, this
also includes part of the prosecutors, lawyers and other legal
professionals. In actual work, the case involved a lack of awareness
of judicial authentication, do not need identification information collected in time, the judicial authentication lack of financial information
in a specific identification requirements.

7. Some Suggestions to promote the development of
Forensic accounting in our country
7.1. Strengthen the construction of Forensic accounting
specialized laws and regulations
First, we can reference for the formulation of accounting standard
for business enterprises, by the justice department in conjunction with
the ministry of finance jointly including a set of laws and regulations, industry standards, technical standards, etc, multi-level system
of norms, the practice of Forensic accounting standard. Secondly, set
up the Forensic accounting qualification examination system, standardize Forensic accounting professional qualification. By setting up the
Forensic accounting qualification examination system, rules can only
obtain Forensic accounting from the personnel engaged in Forensic
accounting work.

7.2. Strengthen the Forensic accounting set up specialized
agencies
Independence is the soul of Forensic accounting. Should establish
independent of the people's procuratorate of judicial institutions, such
as Forensic accounting institutions, through the recruitment selection
form of professional quality of personnel engaged in Forensic accounting work, in recent years in our country Forensic accounting
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center is China's Forensic accounting of specialization of a bold
attempt. In addition, the current our country can't be in a short period of time to make Forensic accounting agency instead of a certified
public accountant institution for judicial authentication work, therefore,
it is necessary for agency to apply for certified public accountants
engaged in judicial appraisal to carry on the strict examination and
approval. And personnel engaged in judicial authentication must be
independent of other institutions and personnel, and the master of accounting and legal aspects of knowledge.

7.3. Speed up the construction of Forensic accounting
personnel training mechanism
First, to establish perfect the Forensic accounting undergraduate,
graduate education system. On the one hand, it is necessary to accounting and law, investigation science, computer science comprehensively and in various fields, such as finance, colleges and universities set up a special Forensic accounting discipline of political
science and law, also can cultivate a small amount of Forensic accounting graduate student. The college talent training, on the other
hand, combined with the talent training of judicial organs. Namely
the method of accounting major graduate students by two teachers
training, one is a university professor, the other is a judicial system
experienced staff.
Secondly, establish special academic research institutions, is committed to the Forensic accounting theory research. Forensic accounting
theory and practical work, and to guide practice, the theory cannot
well Forensic accounting not under the attention it deserves, so in
theory research lacks staying power. From strengthening Forensic ac-
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counting theory research and technology extension point of view,
should form a national Forensic accounting academic organization as
soon as possible.

8. Summary
The role of Forensic accounting in economic crime cases growing,
it is imperative to strengthen the construction of Forensic accounting.
We can boldly learn from the experience of developed countries, such
as the British and American, to speed up the pace of the construction
of the Forensic accounting specialized laws and regulations, strengthen
the Forensic accounting personnel training, increase financial input of
Forensic accounting research, Forensic accounting standards in the
world, and as soon as possible to achieve more effective to prevent
and crack down on economic crime.
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The Development of Korean Culture Industry and Its Enlightenments to China
Zhong Jie*
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Abstract
In the background of new economic era, the whole human society
has undergone profound changes, the status and role of culture in the
comprehensive national competition have become even more prominent, the development of culture industry becomes the inevitable requirement to promote the sustainable development of modern economy and society. At present, many countries consider cultural industry
as their core industry, consider cultural trade as a national strategy.
Among them, Korea attaches great importance to the development of
culture industry since the Asian financial crisis, sees it as a pillar
industry. The management and development pattern of Korean culture
industry is initiated by the Government, and developed by the private
entrepreneurs. Practice has proved that this pattern is a huge success,
has created a significant economic value for Korea, and won an international reputation. Therefore, the in-depth analysis of the development of Korean culture industry mechanisms and use that for innovation and development of Chinese culture industry is of great
practical significance. With the accelerating process of economic globalization, human economic life has launched a comprehensive global
communication and exchanges, extending from economic field into the
field of culture. Culture has evolved into a new kind of "soft power".
It is because of the special influence of culture, countries all over the
world took culture as an economic form at the end of 20th century,
turning it into culture industry to enhance their international
competitiveness. Under the new international situation, China also
strengthened the cooperation and exchanges with other countries,
speeding up the development of China’s culture industry.
Keywords: China, Korean Culture Industry, Enlightenments.

1. Definition and the role of culture industry
The essential productive factors of culture industry are knowledge
and innovation, with the features of low cost, reproducible, high technological content and high added value. It breaks the shackles of resource utilization and development of traditional industries, forms new
advantages of multiple use of resources, and other advantages of
boosting economy, strong innovation capability, multimarket demand
* Shandong Normal University Korean Department, China

and so on. Therefore, culture industry can provide new impetus to
economic growth, becoming new growth in the global economy after
the financial crisis. Culture has been promoted to the status of capital, resources, and other strategic factors with equal importance. In
the global competition, Culture industry has become one of the key
elements in the development of a country, has become the basis and
path of the race to develop strategic industries and upgrading of national competition "soft power", and has become an important factor
of global, national and urban development trends.
In recent years, Korea has set off a "Korean Wave", which has
spread abroad rabidly through Asian region, and has become a newly
emerging country cultural exports recognized of the world. This paper
will analyze the successful pattern of Korean culture industry and
provide reference significance to China’s culture industry development.

2. Korean culture industry development and analysis
Korean culture industry had an earlier start, in the 1980s of the
20th century, Korea government has introduced some policies related
with the development of culture industry. Up to now, the academic
community has reached a consensus on the development background,
policies and strategies of Culture industry, holding the view that
Korean culture industry was benefited from the high-tech development, taking the Asian financial crisis as a turning point, taking the
strategy of "culture orientated national development" as an opportunity, continually building cultural brand and actively exploring overseas markets.

2.1. Korean culture industry development process
Korea was one of the first countries introduced the "culture orientated national development" concept by the government. Early in
the development of culture industry , Korea has defined the concept
of culture industry in the form of law. According to the provision of
article Ⅱ of Korean culture industry Promotion Act, "Culture industry" refers to "service industry engaging in culture related development, manufacture, production, distribution and consumption, including
the film and television industry, games, cultural property related industries, anime, art, leisure, entertainment, and other industries.1
Korean culture industry mainly consists of cartoons, published comics,
animation, games, music, TV, movies, and other industries. With the
1

(2013)
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rise of digital technology, its scope has gradually expanded into
e-books, Internet information, cell phones and other products with
high added value and high growth potential..
The development of Korean culture industry went through four
stages. The first stage was the early development stage from 1986 to
1998. During this time, Korea proposed the strategy of "cultural development and the development of country", laid the foundation for
the strategy of "culture orientated national development".2
The second stage was the "National Government" period from
1998 to 2003, which was the Government of Kim Dae-Jung. In
1998, Korea economy has been battered by the financial crisis, the
Government swiftly to adjust domestic industrial structure, and
marched towards culture industry. During this time, the strategy of
"culture orientated national development" was formally put forward,
with the ultimate goal of becoming a cultural giant of the 21st century, and becoming Korea Culture & Contents Agency, in order to
promote the implementation of the "culture orientated national development" strategy.
The third stage was Roh Moo-hyun Participatory Government from
2003 to 2008. During this time, the government paid more attention
to the development of culture industry, put forward many concepts
like "creative Korea", "new art industry", "cultural power" and so on,
formulated many policies attached great importance to the Culture industry, and promoted the development of culture industry.
The fourth stage was since 2008. In 2009, the Korea Government
strengthened the support for culture industry, government and enterprises increased the investments towards culture industry , particularly
paid more attention to explore overseas markets, and specified culture
industry for green growth industries and the main engine of economic growth. In early 2010, Korea Ministry of culture announced
the Korea revitalization policy for Culture industry, appointed that the
Culture Industry policies were supervised by the Ministry of culture.
in 2010, the Korea Culture & Contents Agency was planned to complete 200 projects, the government budget was about 200 billion
South Korean won, using public funds investment, the entire government budget or the official and civil joint investment to support culture industry.3
After years of government's support and the efforts of the private
enterprise, Korean Culture industry has achieved great success. There
into, TV and the movie industry in the 1990s of the 20th century
have marched into the world markets as Korea culture Vanguard,
spread abroad rabidly through Asian region as we called "Korean
Wave", especially in Mainland China, Taiwan area of China, Japan,
and Singapore, acquired high economic value, won a high reputation;
"network game" obtained huge development, game industry has became the "leading characters" of global game industry, became an important means of getting through the financial crisis. Other culture industry also performed very well, such as books, music, anime, etc.,
all succeeded in expanding the overseas market under the guidance of
the government.

2
3

2012
2008
2010.
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2.2. Reasons for the flourishing of Korean Culture Industry
After the development for several stages, Korean culture industry
not only led the growth of the national economy, also greatly enhanced the influence of Korea culture in Asia and the world. In
Korea, culture industry ranks one of the three pillars of services industries, alongside with the financial services and real estate. Since
the late 20th century, Korean TV drama was popular in Asia. Take
China as an example, as Chinese and Korean both belongs to
Confucian heritage culture, Korean drama are especially welcomed in
China. The rapid development of Korean culture industry has attracted
the world’s attention. Its successful experience has provided reference
for China.
First, on government level, Korea Government has strategically attached great importance to culture industry, and established perfect
management system, improved the market environment and incorporated culture industry into the legal system. Meanwhile, government has increased the financial support, stimulated private capital,
venture capital to follow up Culture industry, and has cracked financial difficulties on Culture industry research and overseas promotion.
It can be said that without the strong support of the government,
Korean culture industry could not be succeed.
Korea Government departments beside the Ministry of Culture and
Tourism of Korea provide basic support and environment support for
the development of Culture industry, such as overseas funds and industry capital provided by the Ministry of Commerce, Industry and
Energy cultural and technical development provided by the
Department of Science and Technology IT infrastructure and basic
technical provided by the Ministry of Information and Communication
human resource development for Culture industry provided by the
Ministry of Education Ministry of Finance and Economy provided
taxation support, and so on. By effectively "make concerted efforts",
they have provided institutional guarantee for the smooth development
of the Culture industry.4
Second, on enterprise level, as representative of the
Government-dominated economy, Korea Government's industrial policies with relevant matching measures have effectively promoted the
rising of culture industry and "going-out" strategy. Today, the
"Korean wave" is so popular in Asia, which is the result of culture
going out. Take the prevalence of Korean TV drama in China as an
example, the author would like to investigate the reasons for the success of the film and television drama. One of the important reasons
is that the national culture in the drama has deep homology with
Chinese traditional culture. The traditional ideologies were embedded
deeply in audience’s mind, such as kindheartedness, filial piety and
fraternal duty, moderation, frugality and integrity, while the Korean
drama has just hit the traditional culture psychology of the Chinese
audience, what they watched was not just the plot of drama, even
more impressive was the interpretation of Chinese traditional culture
in TV dramas. Through Korean TV drama, we can appreciate the
strong Korea ethics and the importance of the traditional family affection in social and family life.

2008;
4
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In many Korea family drama, there are often several generations
(mostly three generations) lived in an extended family, they often
arise conflicts and contradictions due to their different life styles and
principles, everyone faces dissatisfaction and confusion of one kind or
another, it is also an inevitable impact brought about by the diverse
and complex modern life to the warmth and peace of traditional
family. But all the members of the big family can maintain calm and
harmonious life atmosphere in general. As the regulation between social relationships and individual behavior, Confucianism has showed a
strong spiritual strength, and been internalized into national mental
habits, externalized into personal conducting inertia, and has reached a
state of unintentional conscientiousness. This state of unintentional
conscientiousness is a significant showing of centripetal and cohesive
force for Korea national and civil harmony, which is the positive factor in Korean TV drama.
Third, on national level, Korea peculiar national factors can be
divided into two levels: spirit and quality, the nation's sense of crisis
and struggle, national education and talents education. The original intention of "culture orientated national development" strategy is to resist the erosion of foreign culture, find new sources of economic
growth in a recession. This sense of crisis prompted Korea people’s
fighting spirit, which leads to the tough break in the intense global
competition. Meanwhile, their support and passion for national industry is also an important factor.
For example, Korean people are very familiar with the slogan of "
신토불이", it is an ubiquitous ads in Korea, which means someone
was born in his own country, and has the homeland raised him, and
the products produced in his homeland are the best fit for him, this
slogan constantly reminded people to use native products. Korea people have used this four-word philosophy to guide consumption was
very successful. The slogan can be seen in the leather handbags or
briefcases sold in Korea stores. The price of Korea beef is two or
three times expensive than import beef, but most Korea people prefer
to eat native beef, and most of the restaurants are proud to introduce
that they use native rice and cow. The "신토불이" thought is deeply
seated in their mind, and they think only Korea native stuff is the
best, let alone the relatively developed industries, such as automotive
and electronic. They inherited and cherished their own culture with
a strong sense of nationalism and national pride, which is worthy of
our learning.
Besides, Korean people’s unity and patriotic spirit are also an important cause of Culture industry development. The "donation movement" occurred after the financial crisis is sufficient to show their
patriotism. In recent history, because of the unique geopolitical location, Korean peninsula became the front lines of interest conflict of
many powers many times, suffered a lot from war and aggression.
Thus, Korea people have a strong sense of responsibility and
patriotism. They feel heartfelt sense of national pride to the achievements of film industry and sports. The fanatical support to Pusan
International Film Festival and the Korea-Japan World Cup also can
be a full illustration of their national pride.
Last but not least, culture industry is also an encouragement for
technological innovation, content innovation and originality innovation.
The key to its success lies in the rich, diverse, high quality cultural
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products, which meeting the needs of people of all sectors of society,
so the quality and efficiency of employees is essential. Korea attaches
great importance to talents cultivation of culture industry, in addition
to training advanced talents, Korea is also actively developing vocational and technical education and on-the-job training.

3. The enlightenment of Korean Culture industry
development to China
Culture will be the core motivation of the development of the information society in 21st century. China, as a cultural heritage country with 5,000 years of civilization, has inherent potential advantage
in developing the Culture industry. How we develop Culture industry
suited to China’s conditions, and take its rightful place in the fierce
global competition, have a very important strategic significance in enhancing China’s comprehensive national strength, and promoting the
rise of the Chinese nation. Korean Culture industry’s rapid development has attracted the world's attention, Korea’s successful experience
of Culture industry development has provided reference and experience to China.

3.1. Strategically attaching great importance to culture
industry development
As China’s economic takeoff, the CPC Central Committee put forward the "Scientific Outlook on Development", "building a harmonious society", "people-oriented" and other advanced concepts of
country governing, attached great importance to strengthening cultural
development step by step. China has become increasingly important
on the world stage, but the international influence of the Chinese culture is not big enough. In order to omni-directional display the
charm of Chinese culture, develop cultural diplomacy and promote
Chinese culture to the world, it is necessary to strengthen the research on culture development strategy. Only by this way can scientifically perfect the cultural development strategy system, make its
constant systematization and refinement, so that the Chinese culture
development strategy research can keep up with the world and the
trend of the times.
In recent years, the Chinese Government has actively encouraged
developing Culture industry. The 18th National Congress of the CPC
and the just-concluded "two sessions"( NPC & CPPCC ) put forward
to vigorously promote and develop Culture industry, to promote and
achieve development and prosperity of China’s Culture industry better.
In September 2009, the State Council issued the Culture industry
Revitalization Plan and a series of strategies to support Culture industry with improvement cultural products and services "going out"
strategy and support cultural exports. In 2014, with the basic agreement of Sino-South Korean free trade agreement, China-ROK trade
relations have seen new development opportunities, stepped into a
new period of development. After the signing of the Sino-South
Korean free trade agreement, tariffs on most products in the bilateral
trade will cancel or cut back, service industry will further open up to
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each other, the cooperation in the area of Culture industry will also
be more convenient, under the new situation, the development of
China’s Culture industry will usher in a new climax.

3.2. Under the background of Chinese profound culture,
develop characteristic culture industry

gram settings, to fully consider the actual need of the market and
perfect mechanism of talent training. The number of animation and
game operators in China is around 10,000 people, which only
one-third of that in Korea. On the other hand, we should make more
efforts to cultivate inter-disciplinary leadership and management talent.

The power of culture embodies the nation’s vitality and creativity,
Cultural development strategy is not a vacuous, abstract and speculative proposition, but a universal, or even a daily problem. Our daily life and the development of the national economy have the relationship in some way with the development of culture industry. Such
as a series of personal behaviors, like our selection of household
goods, the choice of works of art, the local cultural identity and the
support for public charities of everyone, we will lost our own culture,
which also lost the cultural foundation on which we depend. The
success of Korea TV series ‘대장금’ is due to its foothold in culture,
this drama were shaped and recommended the Korean and Korean
culture to the world, which both belong to history and reality.
Culture industry in China must proceed from the reality, combined
with our colorful national culture with the characteristic culture
industry.

4. Conclusion

3.3. Promote the talents training mechanism

穆宝江（2012）《韩国文化产业发展与中韩文化产业合作》，吉林大学
博士学位论文
温景涛（2004）《韩国文化产业发展研究》，吉林大学硕士学位论文
金禅智（2006），《韩国文化产业的发展及其对中国的启示》，对外经
贸大学硕士论文
谭红梅·柯妍（2009），《韩国文化产业发展经验及对我国的启示》，经
济纵横2009.6
李益波（2006），《韩国文化产业的崛起及对中国的启示》，北京印刷
学院学报，Vol 14, No 6
王俊忠（2008），《论韩剧中的儒家文化底蕴》，攀枝花学院学报，第
25卷第2期
朴星（2014），《韩国文化产业出口振兴政策研究-以电影、电视、游
戏、音乐为中心》上海外国语大学硕士学位论文
联合国教科文组织定义［EB/OL］． 联合国教科文组织网站，http:
//www.unesco.org/new/en/unesco

The essence of Culture industry competition is the competition of
talented person, is the competition of "intellectual resources". Korea’s
success in game industry proved the need to give full play to their
own advantages in human resources, strived to create a strong talent
team, including "culture leads talents, culture manage talents and industry professionals". China is a populous country, and a rapid development country of higher education. We should fully absorb the
strengths of others while cultivate culture-related professionals. Such
as the Korea game industry’s success, the exploitation of a new version of the game needs more investment of primary blue-collar talents
in addition to advanced creativity and technical platforms. Therefore,
our University and College should strengthen communication and cooperation with the cultural enterprise in professional settings and pro-

The revitalization of China’s Culture industry and giving full play
to the cultural productive forces are the new historical mission in the
new era, and is also one of the main contents of building a harmonious society. Korea successfully Culture industry developed experience has shown that a country with a rich traditional heritage is entirely possible to achieve Culture industry "leapfrog" development in
an open global market and technology platform. Under the new situation, China should draw on the successful experience of culture industry development of foreign countries, and realize the vigorous development of Chinese culture industry.
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A comparative study on the usage intention of social network service (SNS) in
Korea and China
Fan Zhang, Shuai Su*
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ceived entertainment and perceived switching costs, were examined.

Abstract
To investigate factors influencing on continued usage of SNS, this
study used ECM model (Expectation-confirmation Model) as a theoretical foundation. Based on ECM model, two critical variables, perceived entertainment and perceived switching costs, were examined.
This study collected data by a survey method for an empirical
analysis. A total of 271 replies were used for data analysis. While
139 out of 271 replies were collected from Korean users of
Facebook, the rest 135 replies were did from Chinese users of
RenRen. The collected dataset were analyzed by employing PLS
(Partial Least Squares) technique. As results of PLS analysis on the
subjects of Korean users, all of the hypotheses were supported. On
the subjects of Chinese users, we found that 1) ExpectationConfirmation is positively associated with both perceived usefulness
and perceived enjoyness, 2) both perceived usefulness and perceived
enjoyness are positively associated with satisfaction, 3) Satisfaction
has a positive impact on intention to use . Specialized farmers cooperatives should establish a transparent regulatory mechanism and be
subject to dual supervision from both the Chinese government and
farmers. However, we found no empirical evidence that perceived
pleasure and perceived switching cost are positively associated with
continued usage intention.
Keywords: Social Network Service, China, South Korea, Use Intetion.

1. Introduction
SNS is the byproduct of the Internet and Web 2.0. SNS has been
widely used for communication and entertainment. As a result, many
previous studies examined the determinants of SNS usage. While
most prior literature pays much research attention on the initial acceptance and use of SNS, the studies about the continued usage of
SNS are relatively rare. Therefore, it is necessary to focus on the determinants of users' continued usage, going beyond initial adoption.
To investigate factors influencing on continued usage of SNS, this
study used ECM model (Expectation-confirmation Model) as a theoretical foundation. Based on ECM model, two critical variables, per* First Author and Corresponding Author, Prof. of Shandong University
of political science and law, China.

2. Literature review
Expectation confirmation theory (alternatively ECT or expectation
disconfirmation theory) is a cognitive theory which seeks to explain
post-purchase or post-adoption satisfaction as a function of expectations, perceived performance, and disconfirmation of beliefs. The
structure of the theory was developed in a series of two papers written by Richard L. Oliver in 1977 and 1980.1 Although the theory
originally appeared in the psychology and marketing literatures, it has
since been adopted in several other scientific fields, notably including
consumer research and information systems, among others.2
Expectation-confirmation Theory Framwork is show in fig.1.

<Figure 1> Expectation-confirmation Theory Model

Expectation-confirmation Model is originally proposed by
Bhattacherjee (2001).
ECM is broadly applied to examine the continuance intention of
IS users rather than just to explain satisfaction. Though the name of
the model still contains expectation but practically the pre-consumption expectation is replaced by post-consumption expectations,
namely, perceived usefulness which is believed to contribute a more
meaningful dimension to theory. In IS research, though the dependent
variable, continuance usage intention, is quite consistent but the independent variables, logically, are multi-varied as they are considered
from contextual perspectives.3

1 R. L. Oliver (1980), A cognitive model of the antecedents and
consequences of satisfaction decisions, Journal of Marketing Research,
vol. 17, pp. 460-469.
2 http://en.wikipedia.org/wiki/Expectation_confirmation_theory
3 A. Bhattacherjee (2001a), Understanding information systems contiunance:
An expectation-confirmation model, MIS Quarterly, vol. 2, no. 3, pp.
351-367.
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The ECM has two key dricers of the adoption of perceived usefulness, confrimation of satisfaction. The relationships between the variables introduced by ECM framwork are show in fig.2. Considering
that some doubtful, inconsistent cases exist in EDT, Bhattacherjee
pointed out that continuance decision-making of IS customers has
some features similar to repurchase intention. So, it is possible to
modify properly EDT and combine the evidences of IS applications,
thereby developing expectation- disconfirmation model for the continuance of IS (Fig.2).

Hypothesis 3: Perceived usefulness has a direct positive effect on
satisfaction.
Hypothesis 4: Perceived usefulness has a direct positive effect on
intention to use.

3.3. Satisfaction

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

Satisfaction indicates the sense of satisfaction or sense of disappointment obtained by comparing the performance of a product or
service to expected level. From the point of commerce, satisfaction is
a decisive factor tore-consumption intention of the customers, namely,
there is a significant correlation between satisfaction and intention [24].
According to the study of Bhattacherjee [1], continuance intention is
mainly affected by satisfaction of previous experience. In an empirical
study of 1000 network banking IS customers, satisfaction is proved to
a predicting factor of IS continuance intention. Many researches on
e-commerce activity also demonstrate that satisfaction has a positive
effect upon repurchase intention of trading partners [13]、[28]、[29].
In this paper, "satisfaction" is defined as: "sensational cognition
and emotional response of on-line customers for the products or serviced delivered by Web-based information system" "continuance intention"is defined as: "repurchase intention of on-line customers for
the products or serviced delivered by Web-based information system".
Therefore, the following hypothesis is also proposed:
Hypothesis 5: Satisfaction has a direct positive effect on intention
to use.

3. Research hypotheses development

4. Reaserch methodeloly

3.1. Perceived enjoyness

4.1. Definition of Research Variables

According to Expectation-Disconfirmation Theory (EDT), satisfaction is affected by two variables: one: disconfirmation; two: expectation, of which disconfirmation is the result between expectation
and perceived performance. Like Lin et al(2005), this paper takes
"Perceived enjoyness" as a variable, Hsu et al.(2004) studied
Perceived enjoyness and satisfaction in the retail business. The results
show that, a higher level of Perceived enjoyness means a higher
satisfaction. Lin et al(2005)developed a modified satisfaction composition model with the help of EDT model. It indicates that Perceived
enjoyness has a significant influence upon property satisfaction or information satisfaction.
Hypothesis 1: Confirmation has a direct positive effect on
satisfaction.
Hypothesis 2: Confirmation has a direct positive effect on perceived usefulness.

The variables of models, operational definitions, and their sources
are listed in Table 1. As we can see in Table 1 there are four constructs in this present research. All of the constructs are referred from
previous studies.

<Figure 2> Expectation-confirmation Model

<Table 1> Definition of constructs and sources
Construct

Definition of operarbility

reference

Perceived
enjoyment

The extent to which SNS usage is
perceived to be personaly enjoyable
in its own right aside

Hsu et al. (2004)
Lin et al. (2005)

Perceived
usefulness

The degree to which an individual
believes that using SNS

Bhattacherjee(2001)
Davis(1989)

Satisfaction

Sensational cognition and emotional
response of using SNS

Bhattacherjee(2001)
Lin et al.(2005)

Intention to
use

The willingness to use SNS

Bhattacherjee (2001)

3.2. Perceived Usefulnes
Perceived usefulness refers to the customer’s cognition that the usage of IS will improve the working performance [6]. In a TAM, perceived usefulness has immediate effect upon behavior intention for IS,
helping to bring about actual behavior. Thus, the following hypotheses are proposed:

Perceived usefulness is originated from four items of
Bhattacherjee(2001), Davis(1989) and Perceived enjoyment of four
items by Hsu et al. (2004)Lin et al. (2005). The items for measuring
satisfaction are originated from the study of Bhattacherjee (2001) based
on Expectation Confirmation Theory. The items of intention to use are
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mainly originated from Bhattacherjee. Two of these items are adapted
from behavior intention scale of IS developed by Lin et al.(2005).
All of the measuring items of constructs are using 7-point Likert
scale while 1 = "very disagree" ~ 7 = "very agree".
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mostly by these two factors. Finally, satisfaction also showed a significant effect on intention to use(Hypothesis 5; γ= 0.305, t=2.610).
In summary, all path coefficients in the model were significant.
Hence, H1 ~ H5 were all supported.

4.2. Sampling Method

6. conclusions
This study collected data by a survey method for an empirical
analysis. A total of 271 replies were used for data analysis. While
139 out of 271 replies were collected from Korean users of
Facebook, the rest 135 replies were did from Chinese users of
RenRen. The collected dataset were analyzed by employing PLS
(Partial Least Squares) technique.

5. Analysis and Result
5.1. validity and reliability
In this paper, variables were deleted based on a threshold of 0.7.
No any item was deleted since the reliability exceeded 0.7.
In addition, this paper didn’t detect validity of questionnaire by
means of Exploratory Factory Analysis (EFA), but turned to verify and
construct the reliability of collected items by means of Confirmation
Factory Analysis (CFA). The evaluation baseline for factor load was
based on a threshold of 0.5, whereby third and fourth item of
Perceived enjoyment and third item of intention to use were deleted.

5.2. Hypotheses Testing
Overall, the smart PLS of AMOS statistics indicated a good fit of
our model with the data collected from the validated measures.
The test results of the structural were summarized in Korea model.
All of the paths exhibited at the 0.05 significance level. The results
showed that, had significant direct effects on Satisfaction. Consistent
with Hypothesis 1, perceived satisfaction, as expected, was predicted
by Perceived enjoyness (Hypothesis 1;γ = 0.534, t=5.807) and perceived usefulness (Hypothesis 3; γ = 0.327, t=3.797), consistent with
Hypothesis 2and 4, perceived usefulness (γ = 0.242, t=2.513) and
Perceived enjoyness (γ = 0.210, t=2.187) had a significant positive
direct effect on intention to use whose variance (51%) was explained
mostly by these two factors. Finally, satisfaction also showed a significant effect on intention to use(Hypothesis 5; γ = 0.340, t=3.343).
The test results of the structural were summarized in China model.
All of the paths exhibited at the 0.05 significance level. The results
showed that, had significant direct effects on Satisfaction. Consistent
with Hypothesis 1, perceived satisfaction, as expected, was predicted
by Perceived enjoyness (Hypothesis 1;γ= 0.392, t=5.077 ) and perceived usefulness (Hypothesis 3; γ = 0.326, t=3.90), consistent with
Hypothesis 2and 4, perceived usefulness (γ = 0.242, t=2.379) and
Perceived enjoyness (γ= 0.075, t=0.712) had a significant positive direct effect on intention to use whose variance (38.4%) was explained

This paper made an empirical study after review of relevant literature and theoretical framework, and contributed to the industry and
academia with the following conclusions.
As results of analysis on the subjects of Korean users, all of the
hypotheses were supported. On the subjects of Chinese users, we
found that 1) Expectation - Confirmation is positively associated with
both perceived usefulness and perceived enjoyness, 2) both perceived
usefulness and perceived enjoyness are positively associated with satisfaction, 3) Satisfaction has a positive impact on intention to use .
Specialized farmers cooperatives should establish a transparent regulatory mechanism and be subject to dual supervision from both the
Chinese government and farmers.
Conclusions - However, we found no empirical evidence that perceived pleasure and perceived switching cost are positively associated
with continued usage intention.
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1. Introduction

Abstract
The core objective of the study is to be acquainted with how
bank services quality affects the customer satisfaction. In particular,
to measure and analyze the quality of services offered by public and
private sector top three banks in India. After meticulous review of
germane literature on service quality and customer satisfaction, by administering questionnaires along withpersonal interviews, researchers
garnered the data related to the selected topic for the study. Total
600 respondents’ opinions collected with random and convenience
sampling methods. First time, the researchers applied BANKQUAL after checking the reliability with Cronbach’s Alpha and the selected
hypotheses were proved with Chi-Square test and t-test. 81 percent of
SBI and 75 percent of ICICI customers are leading the overall satisfaction levels in the selected banks for the study. Startlingly, all the
public sector banks chosen for the study are leading in the satisfaction index over the private sector banks by demonstrating the difference in the dimensions of credibility, influence and geographical
spread. The research is most precious to diverse stakeholders of
Indian banking industry particularly to banks who have plans to review their existing service quality for further improvement and to
government for introducing necessary precautionary measures to control the industry. This research is first of its kind with the application
of comprehensive BANKQUAL statement for checking the service
quality of banks in India.
Keywords: Service Quality, Customer Satisfaction, Bankqual, India.
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The Indian banking sector is an undisputable engine for sustaining
country’s growth agenda and the lifeline of the nation and its
populace. Since its inception, banking in India has propelled the
economy in all vital sectors and usher to a new dawn of evolution.
This crucial core sector has successfully translated and transformed
the hopes and aspirations of more than one billion population into reality in all walks of their life. In this process, it crosses so many
difficult terrains, move forward by some leaps and bounds like suffer
from indignities of foreign rule and the pangs of partition.
At present, Indian banking industry is one of the highly competitive, largest and most sophisticated industry and confidently competes with banks from the contemporary developed world.In the present day’s intense competition, persistent proliferation of service quality
is an emblematic strategy to all companies which are aimed at generating expected level of profits and confidently differentiating themselves from other firms. But in reality, all most all commercial banks
in India introduced more or less similar kind of services along with
prices they have charged. In this situation, any bank can flawlessly
differentiate its service through better-quality which proffers absolute
benefits like competitive edge; enhance efficiency, customer satisfaction, improved customer retention, decrease in operating costs,
and increase in profitability and financial performance.
Whatever may be the advantage to a bank either of a method, win
the heart of a customer or consumer is the prime concern which is
possible only through seamless improvement of service quality with
careful analysis of existing services. Jamal &Naser (2002) said service
excellence is a multi-faceted theory; it means diverseeffects to different public (Bennington & Cummane, 1998). Grönroos (1984a) said
service quality is just as vital as the desirability of a service or
product. Umpteen extensive research studies on banking service excellence, customer contentment has carried out through SERVQUAL
statement by different academicians from India and other Asian countries (Kim, Sang-Cheol, & Kim, Mi-Song, 2014; Lee, Young-Chul, &
Kim, Jong-Lak, 2014; Maiyaki, Ahmed Audu, 2013; Kiran, Ravi, &
Sharma, Ridhima, 2013; Mosahab, R., Mahamad, O. & Ramayah, T.
2010; Chinh, V.T.M. & Nguyen V. 2008; Brahmbhatt, M., & Panelia,
D. 2008; Choudary, G. 2014; Lohani, M.B., & Bhatia, P. 2012;
Raghavan, N. & Mageh, R. 2013; Khan, M.M. & Fasih, M. 2014;
Sivesan, S. 2012; Lau, M.M., Cheung, R., Lam, A.Y.C., & Chu, Y.T.
2013; Rahaman, M.M., Abdullah, Md., & Rahman, A. 2011; Gautam,
S., & Singh, A. 2014), North-America (Rajaobelina, L., Brun, I., &
Toufaily, E. 2013 Parasuraman, A., Berry, L.L. & Zeithaml, V.
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1985), Middle-east (Mohammad, A.A.S. & Alhamadani, S.Y.M. 2011a
Mojoodi, A., Najafizadeh, N.S. & Ghasemi, P. 2013;Sanjuq, Ghalib.
2014; Tavanazadeh, S., &Aligholi, M., 2014; Al-Fawzan, M.A. 2005),
Europe (Botric, Valerija., & Slijepcevic, Suncana. 2008; Culiberg, B.,
& Rojsek, I. 2010), and Africa (Saghier, N.E. & Nathan, D. 2013;
Wafaa, H., & Abderrezzak, B. 2014; Kimando, L.N. & Njogu, G.W.
2012 Woldie, A. 2003). As more and more banks including resourceful foreign banks are in the competitive fray and exceeding
customer expectations, it is an imperative situation to every bank to
persistently measure the service qualityto identify quality gaps for
improvement. In this situation, the researchers attempted to take-up
this empirical study with a comprehensive BANKQUAL statement
subsequent totestthe reliability by using Cronbach’s Alfa and expert
opinion is used for validation of the scale.

2. Literature Review
2.1. Service Quality and Customer Satisfaction
Many marketing academicians, scholars, and corporate people defined quite a few descriptions on service quality. For instance, Berry
(cited in Kandampully, 1998, p.423) identifies service quality as
mainly influential competition weapon and Clow (1993) describes the
same as organization’s life-giving blood. Service quality typically refers to kind of assessment similar to attitude, and customers’ judge
on a company’s superiority or excellence, and can be defined as
evaluation by customers about service delivery process in general
(Hellier et al., 2003; Parasuraman et al., 1985b Zeithaml, 1987 Cited
in Lee, Young-Chul& Kim, Jong-Lak (2014)). Grönroos (1984b) initiated the service quality concept and defined the concept as the perception of consumers towards a certain service, and he divided it into
technical quality and functional quality. Service quality is simply
compilation of service features as viewed and selected by customers
which is determined by observation of customers who use the service.
Parasuraman et al. (1988a) defined apparent service quality as a universal conclusion, or approach, concerning to supremacy of service
whereas Lee & Yang (2012) said service quality is the distinction between customers’ expectations and their opinion on service received.
Different views expressed by different academicians and researchers
on service quality like Swartz & Brown (1989) said that "What" the
service delivers is assessed following presentation and "How" the
service is delivered is evaluated during delivery. Works of Lehtinen
& Lehtinen (1982) integrates physical quality, interactive quality and
corporate (image) quality.
This analysis seems to exclude customer satisfaction, but is supported by the findings of Grönroos (1982) who acknowledged two
service quality dimensions, the technical aspect ("What" service is
provided) and the functional aspect ("How" the service is provided).
By blending both works mentioned above led to the emergence of
the European perception to service quality encompassing three facets
technical, functional, and image. Services are exceptionally and frequently assessed at the moment of service delivery; Klaus (1985) defined it as the precise sum value professed in the service delivery

which is anticipated by the customer and thusbusinessesrequireconcentrating on enhancing customers’ perception and service delivery process.
Where as said by Bearden et al., (1998) service process is benefitted
two ways by improving its quality: a) businesses would be a focus for
new customers and, b) keep maximum obtainable customers.
Total Customer Satisfaction (TCS) is the buzz word and philosophy of corporate circles around the world in the new millennium.
The concept of customer satisfaction has acknowledged the concentration of practitioners and academicians around the world for the
past four to five decades and many researchers attempted to define
the term customer satisfaction in general as well as a transaction
process. Customer satisfaction occupies a vital place in firms marketing thought and practice and there is no exception to service firms.
Kotler & Keller (2006) posit customer satisfaction is a person’s
thoughts of contentment or discontentment following from the comparison of visible performance of a product or service associated with
person’s expectation. In a related definition, Juran (1991) said that
customer satisfaction is the outcome attained as offering characteristics
act in response to customers need and want. Bolton & Drew (1991a)
defined it as an opinion came through a definite service encounter
whereas Oliver (1981) viewed it as an expressive response which manipulates outlook as well as detailed utilization.
According to Hansemark & Albinsson (2004) contentment is by
and large customer feelings towards a service giver, or apoignant response to customers’ anticipation and service received by the customer concerning the realization of their needs and wants. Schiffman &
Kanuk (2005) said that customers whose experience drops down their
expectations are dissatisfied and whose experience crossed their expectation is satisfied. Mittal & Kamakura (2001) expressed similar
opinion on the concept as configuration of needs and wants of customers for prospective acquisition and the kith and kin of contented
customers have received communication. Crucially, Parasuraman et al.,
(1991) said not just like quality, contentment is a result through following experience. In recent years, both customers and banks concentrated and has given paramount importance to satisfaction. Frenetic
efforts are being made by banks to proffer superior quality products
and services and customers also expecting equal value for their money without compromising in opting the most excellent products and
services (Strategic Direction, 2007).When we judge customers’ feelings
against their anticipation simply call it as satisfaction levels. Rust &
Oliver (1994) confirmed that happiness comes through pleasant experience which develops optimistic attitude.
Most definitions support this idea of customer satisfaction as a response to an evaluation process, though Giese & Cote (2000) viewed
that consumer satisfaction as an outline concept and an accomplishment reaction (Oliver, 1997); emotional reaction (Halstead, Hartman,
& Schmidt, 1994); by and largean appraisal (Fornell, 1992); psychosomatic status (Howard & Sheth, 1969). Zeithaml & Bitner (2003) reiterated that customers view services as deliverables of satisfaction
with its application through occurrence. Narrowly, according to Wirtz,
Mattila & Tan (2000) said that normally price, product/service quality,
and image of the brand or company influences satisfaction of any
class of consumers. Kotler & Armstrong (2014) clearly defined the
concept of customer satisfaction as the degree to which a product’s
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superficial act equivalent with customer’s predictions. In this research,
researchers treated customer satisfaction is the results achieved by service features ideal deliver of performance to satisfy customers need.

2.2. Relationship between Service Quality and Customer
Satisfaction
Extensive discussions are going on till today among academicians
and researchers concerning the liaison between service quality and
satisfaction. Spreng & Singh (1993)recognized the link as higher the
level of service quality, higher satisfaction guaranteed. Stafford et al.,
(1998) realized that both service quality and customer satisfaction are
diverse but connected with each other, while Shekarchizadeh, &
Hon-Tat (2011) viewed that customer satisfaction is forerunner to
service quality. Spreng, McKenzie & Olshavsky(1996) said satisfaction
is an expressive effect to a product or service familiarity and Cronin
& Taylor (1992a) said that there is a undeviating affiliation between
contentment and visible service quality and satisfaction establishes to
be powerful persuading effect on buying decision when compared to
service quality.
Researchers like Parasuraman et al. (1994a) and Teas (1993
stressed the pandemonium stage because of selected topics for the
study because of its linkage. Several academicians like (Parasuraman
et al. 1988b; Carman, 1990; Cronin & Taylor, 1992b; Parasuraman et
al. 1994b) accepted generally service quality is an outcome of assessment or a comprehensive value appraisal whereas customer satisfaction is a particular transactional measurement. In support of this
view point, Bolton & Drew (1991b) not at all agreed and said that
quality of a service is a subsequent to customer satisfaction. Finally,
both service quality and customer satisfaction are qualifications of
purchase intention and when compared to service quality, customer
satisfaction exercises a powerful influence on buying decisions of any
class of consumers.

2.3. Bank Service Quality and Customer Satisfaction
The universal conception has been that the service quality is intimately coupled with customer satisfaction and bank management.
Service quality has been and remains at the front position of bank
management’s attention (Appelbaum et al. 2005) as well as a crux in
the services marketing literature (Lassar et al. 2000). Assessing bank
service quality is the most common research topic among the academicians and researchers in different parts of the world. Brahmbhatta,
M (2015); Dutta, K.D. (2009); Isa, M.A. (2008); Bakar (2007);
Petridou et al., (2007); Al-Hawari & Ward, T. (2006a); Huseyin, et
al., (2005a); Charles Chi Cul, B.R. (2003); Al-Tamimi (2003).
Particularly, Angur, Nataraajan, Jahera & John (1999) studied the introduction of different service quality measures in the retail banking
industry in India and establish that all proportions were not uniformly
essential to any customer in assessing the overall bank performance.
Whereas, Bahia & Nantel (2000) had taken-up similar kind of
study in Canada and highlighted loopholes in SERVQUAL approach.
Instead, they proposed a comprehensive Bank Service Quality (BSQ)
approach which consists of31 items classified across six dimensions
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as effectiveness and assurance, access, price, tangibles, range of services offered and accuracy and reliability. Another notable research by
Huseyin, Salime & Katircioglu (2005b) emphasized that competent
ken of features and bank service quality led to the comprehensive
and persistent success in the competitive environment. Karatepe,
Yavas & Babakus (2005) stressed that customers who have positive
attitude towards their bank service quality generally have significant
level of contentment and Al-Hawari & Ward (2006b) hypothesized
only optimistic things exercised by e-service quality on customers’
satisfaction as this proffers significant advantages to a bank.
Along with above, Hossain & Leo (2009) said that banks has to
take precautionary measures to persistent delivery of services as expected by customers in view of the fact that it is the vital to the
success of any bank and Bei&Chiao (2006) established fact that apparent service quality assessed by Taiwanese bank customers’ decided
their loyalty and satisfaction towards their banks. After cautious and
meticulous review of existing research and combining the studies of
Parasuraman et al. (1985c), Zeithaml et al. (1990), Westbrook &
Peterson (1998), and Grönroos (2000), researchers proffered two kinds
of BANKQUAL statements to higher officials of different banks. The
first statement consists of 10 dimensions with 42 constructs and the
more comprehensive second statement consists of 15 dimensions with
60 constructs. Finally, based on the advice of majority of bank officials, the researchers selected the second statement which is all-inclusive in nature to measure the bank service quality and customer
satisfaction.
Regarding banking customer satisfaction, Beerli, Martin, &
Quintana (2004) said that it is an assessment of banks performance in
gratifying the customer needs in comparison of his/her expectation. In
recent times, banking industry in every part of the globe in general
and India in particular has been focusing on delivering maximum
life-time value to their customers by showing keen interest on improving quality of their services rather than eyeballing on cost
reduction. At the same time, some of the quality parameters like
price, convenience, tangibility, reliability etc. have received heavy importance from the bank customers. Levesque & McDougall (1996)
said that competitive interest rate and cordial relations between customers and bank employees were the crucial determinants of customer
satisfaction in retail banking sector.
Devlin (2001) highlighted that customers recognize extremely modest variation in retail banking services offered by different banks and
at the same time any new introduction swiftly matched by competitors with much improvement. Jamal &Naser (2003) initiated that
relationship between customers and bank employees is the main feature of bank’s service quality which is linked with customer satisfaction and viewpoint of Gilbert et al. (2004) is completely different
on customer satisfaction and said that customers who are delighted
with the quality of service came-up with favorable opinion as they
experienced a higher quality service. Arasli, Katrircioglu & Mehtap
(2005) articulated that in Greek Cypriot banking industry, reliability is
the crucial quality facet which had the premier impact on customer
satisfaction where as it is not considerable quality element as per the
studies of Chaniotakis & Lymperopouloos (2009). Mengi (2009) identified that responsiveness and assurance were crucial factors for cus-
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tomer satisfaction.
At the same time, Kumar et al. (2010) came out with assurance,
empathy and tangibles were the important factor and from another
point of view Ahmed et al. (2010) recognized that empathy was negatively related to customer satisfaction. Mohammad & Alhamadani
(2011b) identified that tangibles, reliability, responsiveness, assurance
and empathy had significant influence on customer satisfaction and also concluded that the service quality was an important antecedent of
customer satisfaction. Another point of view, Lo, Osman, Ramayah
& Rahim (2010) identified that empathy and assurance had the maximum influence on customer satisfaction in Malaysian retail banking
industry. Yee, Yeung, & Cheng (2010) reiterated that service quality
has a constructive impact on customer satisfaction. Abu-Mu’amar
(2005) through his research proved a strong statistical relation between the customers’satisfaction and the services offered by banks
with expected level of quality and concluded that only satisfied customers being more loyal and continue with those banks as reliable
customers. Lastly, researchers concluded and accepted the fact like
other researchers (Ting, 2004; Yavas, Bilgin, & Shemwell, (1997) that
the extensively established conviction is delivery of high service quality is an obligation or it is an imperative situation for attaining customer satisfaction, and a prerequisite for a number of desirable behavioral outcomes that lead to elevated performance in retail banking.

2.4. Profile of the Indian Banking Industry
Indian banking industry originated in 1786 by the establishment of
the General Bank of India and this was followed by Bank of
Hindustan which was closed in due course. The Government of India
established three presidency banks in India. The first of three was the
Bank of Bengal (1809), the other two presidency banks, viz., the
Bank of Bombay (1840) and the Bank of Madras (1843). These three
presidency banks were then merged into the Imperial Bank of India
(IBI) under the Imperial Bank of India Act, 1920 which is now
known as the State Bank of India. Reserve Bank of India (RBI) expressed confidence on Indian banking industry as perfectly administered with sufficient wherewithal, and closely regulated under
sound financial and monetary conditions which is absolutely healthier
when compared to many other nations in the world with total asset
size of Rs. 81trillion (USD 1.34 trillion (https://www.equitymaster.
com/research-it/sector-info/bank/Banking- Sector-Analysis-Report.asp).
Presently, Indian banking industry operates with 26 public sector
banks, 20 private sector banks and 43 foreign banks along with 61
regional rural banks (RRBs) and more than 90,000 credit cooperatives
and is currently worth Rs. 81 trillion (US $ 1.31 trillion). Majority
of banks in India manages with the use of latest technologies like net
and mobile banking to enhance their business as well as to communicate with their customers. According to KPMG-CII report, Indian
banking industry is going to be fifth largest by 2020 and third largest by 2025 in the world which is expanding swiftly
( h t t p : / / i n f o . s h i n e . c o m / i n d u s t r y / b a n king-financial-services/8.html).Astonishingly, banks in India have opened
77.3 million accounts under the Pradhan Mantri Jan Dhan Yojana
(PMJDY) till November 19, according to Ms Snehlata Shrivastava,

Additional Secretary in Ministry of Finance, Government of India.
Out of which, public sector banks have opened 62.1 million accounts
with an account balance of US$ 802.64 million(http://www.ibef.org/industry/banking-india.aspx).
Banking industry in India has successfully managed and resisted
universal recession with its strong foundation in all facets of bank
management and close supervision from the country’s central bank
and government. According to RBI's 'Quarterly Statistics on Deposits
and Credit of Scheduled Commercial Banks: March 2009', nationalized banks, as a group, accounted for 49.5 per cent of the aggregate
deposits, while State Bank of India and its Associates accounted for
24.1 per cent (CII, 2014). Persistent development of banking industry
in India has been more qualitative than quantitative and the industry
is more or less similar in nature even in the future also. The swift
of expansion of banks is going to slow down as mentioned in the
"India Vision 2020" prepared by the Planning Commission and the
th
Plan Draft Report (http://business.mapsofindia.com/india-in10
dustry/banking.html). Nationalization of banks is the major milestone
in Indian banking sector which was done in three phases. In the first
phase, the erstwhile Imperial Bank of India became State Bank of
India with an Act in 1955 along with its seven subsidiary banks in
1959. In the second phase, the sensational decision had taken by the
then Prime Minister Mrs. Indira Gandhi to nationalize 14 major commercial banks in 1969.
And in the third phase, another six commercial banks were nationalized by the Central Government in 1980. With all these bold
moves, presently 27 public sector banks including SBI and its 5 associates, 19 nationalized banks, 20 private sector banks and 43 foreign
banks from 26 countries operating in India as of December, 2014
(http://www.gktoday.in/reference/scheduled-commercial-banks-of-india/).

3. Research Methodology
The core purpose of this research is to explore issues affects the
bank services quality among the selected banks for the study and also to know the perceptions of customers on their contentment levels.
The research approach is primarily consists of using both questionnaires and personal interviews with the customers of top three
commercial banks operates in capital region of the southern state of
Andhra Pradesh in India. The self-administered questionnaire first designed in English language and then translated into local vernacular
language Telugu. Due to the distinctiveness of the study focusing on
a capital region of Andhra Pradesh, which is first of its kind and the
inevitability of legitimate and trustworthy data, garnering of primary
data collecting quantitative data from a primary research was the
prime option of the researcher.
Out of total 27 public sector banks and 19 private sector banks,
researchers have chosen the top three banks for the study in terms of
its overall assets and market capitalization. These are: State Bank of
India, Bank of Baroda, Punjab National Bank in the public sector
and HDFC Bank, ICICI Bank, and Axis Bank in private sector. The
researcher has selected the sample of 100 customers of each bank selected for the study with by applying both random and convenience

Rajasekhara Mouly Potluri, Srinivas Rao Angati, M. Srinivasa Narayana, Rizwana Ansari / EIGHTH INTERNATIONAL CONFERENCE 227-239

sampling techniques. The researchers without any prejudice involved
in collection of opinions of respective bank customers who visited the
bank during business hours from Monday to Saturday in the second
fortnight of March, 2015. A well-trained team of MBA students as
part of their assignment has taken-up this task with utmost care and
diligence. Uniquely, the researcher is in meticulous literature review
either to choose SERVQUAL (5) or more comprehensive
BANKQUAL (15) service dimensions to assess the chosen topic for
the study with 5-point Likert Scale where 1=strongly disagree; 2=disagree; 3=neutral; 4=agree; and 5=strongly agree. Finally, researcher
garnered the opinions of respondents on the overall customer satisfaction with a separate question: "By and large, how satisfied are
you with the bank?" Finally, the reliability of the proposed and selected BANKQUAL statement is tested by using Cronbach’s and
Expert Opinion is used for validation of the scale. Based on the literature review and discussion with higher officials of the banking sector, the following hypotheses were selected. Based on the sampled
data, first hypothesis was proved with Chi-Square Test and the second and third were proved with t- test for independent sample and
the reliability of fourth or final hypothesis was checked with
Cronbach’s Alfa.

Hypotheses for the Study:
1. A strong association between service quality and customer satisfaction in banking industry.
2. Considerable difference among public and private sector banks
in service quality.
3. Significant difference between private and public sector banks in
levels of customer satisfaction.
4. BANKQUAL is a reliable measure of service quality in banking
sector
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4. Analysis and Discussion
The perusal of this spiffing research elucidates about demographic
profile of the respondents along with their opinions on service quality
and satisfaction of public and private sector banks. Following table highlights demographic profile of the sample chosen for the study. The researchers have selected the following demographical features with diverse
options in all categories viz., age, gender, education, and occupation.
The researchers applied a comprehensive 15 dimensional
BANKQUAL statement which consists of total 60 quality constructs
to check the service quality of selected top three Indian banks viz.,
State Bank of India (SBI), Bank of Baroda (BOB), and Punjab
National Bank (PNB) from public sector and HDFC Bank Ltd.,
(HDFC), ICICI Bank Ltd., (ICICI), and Axis Bank Ltd. (AXIS) from
the private sector. Associated with reliability, private sector banks has
received slightly favorably attitude particularly with 75.75 and 77.50
percentage SBI and ICICI respectively are in the apex position.
Regarding responsiveness, assurance, and empathy, again all private
sector banks are far in advance with 20 to30 percent when compared
to public sector banks selected for the study. Connected with tangibles, private sector banks have taken unique care in designing their
bank branches and introducing dress code to proliferate physical appearance of their service personnel and banks. The same positive
opinion utterly expressed even by customers of the banks selected for
the study. Astonishingly, Indian bank customers expressed their discontentment over competence of their respective bank’s staff with
around 40 percent by public sector and between 55-60 percent by
private sector banks. Public sector banks are in far in advance with a
percentage of over 80 when compared to the private sector banks regarding the quality dimension credibility even Reserve Bank of India
(RBI) is closely monitoring entire banks and its activity in India.

<Table 1> Demographic Profile of Sample (In Percentage)
Demographic Feature

Age

Gender

Education

Occupation

Category
20’s
30’s
40’s
50’s
60’s and over
Male
Female
th
Below 10
Intermediate
Graduation
Post-graduation
Farmers
Students
Housewives
Private Employees

SBI
18
29
36
10
07
68
32
18
23
44
15
22
14
19
26

Public Sector Banks
BOB
PNB
12
14
36
38
41
39
08
05
03
04
78
76
22
24
14
17
19
22
49
51
18
10
18
21
11
14
09
06
32
33

HDFC
19
41
31
06
03
88
12
06
08
64
22
03
11
08
39

Private Sector Banks
ICICI
AXIS
20
23
39
42
36
29
04
04
01
02
86
85
14
15
04
03
09
07
58
54
29
36
02
04
16
19
11
09
36
41

Government Employees

09

24

18

18

15

09

Self-Employed

10

06

08

21

20

18

232

Rajasekhara Mouly Potluri, Srinivas Rao Angati, M. Srinivasa Narayana, Rizwana Ansari / EIGHTH INTERNATIONAL CONFERENCE 227-239

<Table 2> Customers’ Opinion on Service Quality and Customer Satisfaction of Top Three Public & Private Sector Banks in India

CONSOLIDATED INDIAN BANKING SERVICE QUALITY STATEMENT
Likert Scale: 1=strongly disagree; 2=disagree; 3=neutral; 4=agree; and 5=strongly agree
(Customers’ Opinion In Percentage)
PUBLIC SECTOR BANKS
Quality Dimension

Selected Banks for the Study

SBI

PRIVATE SECTOR BANKS

BOB

PNB

HDFC

ICICI

AXIS

1. RELIABILITY: Capability to carry out the service reliably and truthfully (4)
1. Constant and right banking service delivery

4 (74%)

4 (68%)

4 (67%)

4 (75%)

4 (77%)

4 (74%)

2. Bank service provision at promised timeslots

5 (83%)

5 (82%)

5 (82%)

5 (89%)

5 (91%)

5 (90%)

3. Honestconcern in solving troubles as they happen

4 (70%)

4 (71%)

4 (74%)

4 (68%)

4 (64%)

4 (63%)

4. Consistent response within promised timeframes

4 (76%)

4 (75%)

4 (77%)

4 (77%)

4 (78%)

4 (76%)

75.75

74.00

75.00

77.25

77.50

75.75

4 (67%)

4 (69%)

5 (88%)

5 (89%)

5 (87%)

Average of Reliability

2. RESPONSIVENESS: Readiness to assist and make availabletimely banking service (4)
1. Cooperative bank staff

4 (66%)

2. Receiving prompt banking service if needed

3 (56%)

3 (57%)

4 (64%)

5 (84%)

5 (85%)

5 (82%)

3. Meeting deadlines for promised bank service and assignments

2 (38%)

2 (39%)

2 (39%)

4 (66%)

4 (65%)

4 (65%)

4. Proactive service personnel

1 (19%)

1 (18%)

1 (18%)

4 (64%)

4 (67%)

4 (66%)

44.75

45.25

47.50

75.50

76.50

75.00

1. Consistently courteous bank staff

2 (26%)

2 (32%)

2 (36%)

4 (64%)

4 (65%)

4 (62%)

2. Confidence instilling behavior by bank employees

2 (33%)

2 34%)

2 (35%)

4 (66%)

4 (65%)

4 (64%)

3.bank employees

3 (59%)

3 (58%)

3 (58%)

3 (57%)

3 (58%)

3 (56%)

4. Knowledgeable bank staff

3 (56%)

3(54%)

3 (55%)

3 (56%)

3 (56%)

3 (55%)

43.50

44.50

46.00

60.75

61.00

59.25

1. Understanding customers’ particular requirements

3 (52%)

3 (54%)

3 (56%)

3 (56%)

3 (53%)

3 (54%)

2. Having customers’ best interests at heart

2 (36%)

2 (38%)

2 (39%)

4 (65%)

4 (66%)

4 (62%)

3. Provision of personal attention by bank staff

2 (22%)

2 (23%)

2 (26%)

4 (62%)

4 (61%)

4 (61%)

4. Showing signs of recognition towards customers

2 (23%)

2 (24%)

2 (26%)

4 (64%)

4 (63%)

4 (62%)

33.25

34.75

36.75

61.75

60.75

59.75

Average of Responsiveness
3. ASSURANCE: Bank Employee’s knowledge and courtesy

Average of Assurance
4. Empathy: Helpful and individualized attention by bank personnel

Average of Empathy

5. TANGIBLES: Physical appearance of service employees and their equipment
1. Neatly dressed and appearing bank staff

4 (74%)

4 (76%)

4 (77%)

5 (84%)

5 (96%)

5 (94%)

2. Up-to-date appearing bank’s equipment (latest computers, notecounting machines, ATM’s, printers etc.)

4 (76%)

4 (78%)

4 (79%)

5 (89%)

5 (91%)

5 (90%)

3. Perfect paperwork and record keeping by bank service personnel

3 (50%)

3 (57%)

3 (59%)

4 (76%)

4 (78%)

4 (78%)

4. Visually appealing materials associated with bank services
(passbook, plastic money, etc.)

4 (76%)

4 (77%)

4 (78%)

5 (88%)

5 (89%)

5 (87%)

69.00

72.00

73.25

84.25

88.50

87.25

1. Having adequate knowledge in banking services

4 (79%)

4 (77%)

4 (79%)

4 (72%)

4 (74%)

4 (73%)

2. Having good problem-solving skills

2 (35%)

2 (36%)

2 (39%)

4 (64%)

4 (65%)

4 (65%)

3. Comprise essential knowledge and expertise tomanage the Banking
service

2 (38%)

2 (37%)

2 (39%)

4 (64%)

4 (66%)

4 (63%)

4. Having sufficient research capability

1 (11%)

1 (12%)

1 (18%)

2 (27%)

2 (29%)

2 (28%)

40.75

40.50

43.75

56.75

58.50

57.25

1. Having good name and fame in the market

5 (96%)

4 (79%)

4 (79%)

4 (68%)

4 (69%)

4 (66%)

2. Being believable and honest

5 (99%)

5 (87%)

5 (89%)

4 (64%)

4 (63%)

4 (62%)

3. Protection of confidential and proprietary information

4 (79%)

4 (78%)

4 (79%)

4 (73%)

4 (72%)

4 (73%)

4. Demonstration of ethical conduct

4 (77%)

4 (78%)

4 (79%)

2 (38%)

2 (35%)

2 (34%)

87.75

80.50

81.50

60.75

59.75

58.75

Average of Tangibles
6. COMPETENCE: Possession of the required skills and knowledge

Average of Competence
7. CREDIBILITY: involvehonesty and believability

Average of Credibility
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8. ACCESSIBILITY: Accessibility and easinessto get in touch with bank
1. 24/7 availability of bank staff to help customers

2 (34%)

2 (36%)

2 (39%)

3 (58%)

3 (59%)

3 (56%)

2. Shall customers easily contacted bank staff (face-to-face, phone
or email)

2 (35%)

2 (36%)

2 (38%)

3 (54%)

3 (53%)

3 (52%)

3. Having convenient bank operating hours

4 (79%)

4 (78%)

4 (79%)

4 (79%)

4 (78%)

4 (77%)

4. Comprise technologicalpossessions that ease the spread of
information

4 (79%)

4 (78%)

4 (79%)

4 (79%)

4 (79%)

4 (78%)

56.75

57.00

58.75

67.50

67.25

65.75

Average of Accessibility

9. COMMUNICATION: Being informed in local language to provide more understanding
1. Supportive interactive environment with transparent
communication

4 (66%)

4 (65%)

4 (67%)

4 (71%)

4 (70%)

4 (71%)

2. Details of bank services and costs connected with it

2 (33%)

2 (34%)

2 (34%)

1 (13%)

1 (13%)

1 (12%)

3. Clarification of the trade-offs (exchanges) between service
quality and cost

2 (24%)

2 (25%)

2 (26%)

1 (16%)

1 (15%)

1 (14%)

4. Guarantee that a customer difficulty will be handled efficiently
and competently

2 (29%)

2 (33%)

2 (35%)

1 (19%)

1 (17%)

1 (17%)

38.00

39.25

40.50

29.75

28.75

28.50

1. Having a basic understanding of customers’ businesses

2 (38%)

2 (37%)

2 (39%)

4 (63%)

4 (64%)

4 (64%)

2. Willingness to learn customers’ specific requirements

2 (24%)

2 (26%)

2 (27%)

4 (64%)

4 (65%)

4 (64%)

3. Provision of individualized attention by service provider

2 (23%)

2 (24%)

2 (25%)

4 (64%)

4 (68%)

4 (66%)

4. Keenness to take in programs to teach and inform front-line bank
employees

3 (57%)

3 (57%)

3 (58%)

4 (67%)

4 (68%)

4 (65%)

35.50

36.00

37.25

64.50

66.25

64.75

1. Readiness to set up partnerships with customers for joint
planning and goal setting

1 (18%)

1 (18%)

1 (19%)

2 (29%)

2 (30%)

2 (31%)

2. Keenness to act as a promoter with senior customer executives

1 (17%)

1 (18%)

1 (19%)

4 (72%)

4 (74%)

4 (73%)

Average of Communication
10. UNDERSTANDING: Efforts to understand customers’ needs

Average of Understanding
11. CONSULTING: Capability to assign by means of customers’ operations

3. Willingness to incur risk for customers

2 (22%)

2 (23%)

2 (24%)

1 (15%)

1 (13%)

1 (11%)

4. Willingness to provide profit driven alternatives

3 (57%)

3 (58%)

3 (58%)

3 (59%)

3 (58%)

3 (59%)

28.50

29.25

30.00

43.75

43.75

43.50

1. Pricing that meets customers’ plan obligations

2 (28%)

2 (34%)

2 (35%)

1 (17%)

1 (16%)

1 (15%)

2. Pricing that is competitive compared to other banks

4 (73%)

4 (76%)

4 (77%)

4 (78%)

4 (77%)

4 (76%)

3. Provision of multiple competitive bids (offers)

3 (47%)

3 (48%)

3 (49%)

3 (51%)

3 (53%)

3 (52%)

4. Pricing that related to the quality delivered

2 (35%)

2 (36%)

2 (36%)

2 (32%)

2 (31%)

2 (30%)

45.75

48.50

49.25

44.50

44.25

43.25

1. Comprise severalbank service choices and programs to select

4 (77%)

4 (76%)

4 (74%)

3 (58%)

3 (58%)

3 (57%)

2. Capacity to propose a completerange of essentialbank services
presented

3 (58%)

3 (58%)

3 (58%)

4 (67%)

4 (68%)

4 (66%)

3. Ability to provide customized and unique services

1 (17%)

1 (18%)

1 (19%)

4 (67%)

4 (69%)

4 (68%)

4. Ability to offer other support services (lockers, mobile banking,
net-banking etc.)

4 (76%)

4 (75%)

4 (77%)

4 (78%)

4 (79%)

4 (77%)

57.00

56.75

57.00

67.50

68.50

67.00

Average of Consulting
12. PRICE: Financialprovision in return for the bank service

Average of Price
13. OFFERING: Scope of bank services made available to customers

Average of Offering

14. INFLUENCE: Aptitude to introduce the best banking services at the competitive price
1. Encompass enough control in the marketplace with its offerings

4 (79%)

4 (78%)

4 (79%)

4 (77%)

4 (79%)

4 (76%)

2. Comprise a large bank branch network presence in the market

5 (96%)

3 (57%)

3 (56%)

3 (54%)

3 (55%)

3 (54%)

3. Capacity to manage and combine resources with other banks

5 (89%)

4 (76%)

4 (78%)

4 (78%)

4 (78%)

4 (76%)

4. Capability to take action as a promoter with other banks in the
Market

5 (91%)

4 (79%)

4 (78%)

4 (77%)

4 (79%)

4 (78%)

88.75

72.50

72.75

71.50

72.75

71.00

Average of Influence
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15. GEOGRAPHICS: Ability to provide bank services in diverselocations
1. Aptitude to present standardized banking services in other
parts of the country

5 (98%)

4 (75%)

4 (76%)

4 (72%)

4 (75%)

4 (70%)

2. Capability to organize standardized bank services in other countries

5 (89%)

3 (58%)

3 (57%)

3 (55%)

3 (58%)

3 (54%)

3. Capacity to present customized services in other cities nationally

4 (80%)

3 (60%)

3 (59%)

4 (67%)

4 (69%)

4 (65%)

4. Ability to match up customized services in other countries

3 (59%)

3 (58%)

3 (59%)

3 (55%)

3 (56%)

3 (54%)

Average of Geographics

81.50

62.75

62.75

66.25

66.75

60.75

Final Question: By & Large, How Satisfied are you with your Bank?
(%)

81

78

80

74

75

72

Connected with accessibility, approachability and ease of contact,
customers of private sector banks acknowledged with their contentment over all possible ways even sometimes beyond working hours
feasible to get a bank service whereas public sector banks won’t
proffer this kind of service and the same has disclosed by their
customers. About communication both classes of banks has failed in
the direction of satisfy clientele because of poor interactive communication, deprived explanation of service and its associated costs, distressed problem solving as well as trade-offs which is a pathetic condition in the Indian banking industry. Regarding efforts to understand
customer needs, around 65 percent customers of private sector banks
and a meager nearly 36 percent customers of public sector banks are
in delightful mood. Associated with consulting and price, customers
of both categories of banks expressed their discontentment with a big
note because of reluctance of banks for joint planning with customers, lack of commitment in solving customers’problems and interest
rates banks charged which are not matched with their service.
Connected with offerings, almost all banks in both public and private
sector has been offering similar kind of offerings to attract different
communities in society.
There is no absolute difference among these based on the classification of banks. Related to clout which is the ability of a bank to
proffer best offerings at the lowest price, undisputedly the largest
bank in the Indian banking industry i.e. State Bank of India (SBI)
with a percentage of 88.75 occupied an apex position among the selected banks for the study. And finally, 81.50 percent of SBI customers expressed their pleasure on the geographics of the bank throughout the country as well as in foreign countries. As a final point, the
researchers have raised a straight away question to customers’ of respective banks about their overall satisfaction levels. Among the public sector banks, 81 percent of SBI customers, 80 percent Punjab
National Bank customers and lastly 78 percent of Bank of Baroda
customers expressed their satisfaction on the services received and interests charged. In the private sector, 75 percent customers of ICICI
Bank leading as against with just one percent difference HDFC Bank
stood in the next place.

4.1. Testing of Hypotheses:
H11: A strong association between service quality and customer
satisfaction in banking industry.
To test the above mentioned hypothesis 1, the researchers are be-

ing resorted to Chi-Square Test for association and the calculation for
which has shown in the below Table 3 & Table 4.
<Table 3> Contingency Table for H1
Service
Quality Strongly
Agree
Customer
Satisfaction

Agree

Neutral Disagree

Strongly
Disagree

Total

Highly satisfied

54

32

7

15

17

125

Satisfied

26

12

6

12

10

66

Neutral

9

2

4

4

5

24

Dissatisfied

21

8

5

6

8

48

Highly
dissatisfied

7

4

6

4

6

27

Total

117

58

28

41

46

290

<Table 4> Chi-Square Test

Pearson’s Chi-Square Test
No of valid cases

Value

df

Asymp.sig.
(2- sided)

31.12
290

16

0.0129892*

* Significant at 5% level

Here the p – value < 0.05 and therefore we can reject the null
hypothesis and there is no association between awareness on service
quality and customer satisfaction in banks. We may say that service
quality is associated with customer satisfaction in banking industry.
H12: Considerable difference among public and private sector
banks in service quality.
To test this hypothesis- t test for independent samples is being
used. The results of the test are as follows:
<Table 5> Independent Samples t -test
t- test for equality of means
t

df

Sig ( 2 tailed )

Equal variance
Assumed

2.34

288

0. 0199

Equal variance not
Assumed

2.23

288

0.0265
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As the p – value < 0.05 for the t statistic, we can reject the null
hypothesis and conclude that there is significant difference in service
quality of public and private sector banks.
H13: Significant difference between private and public sector banks
in levels of customer satisfaction.
<Table 6> Independent Samples t -test
t- test for equality of means
t

df

Sig ( 2 tailed )

Equal variance
Assumed

1.98

288

0. 0486

Equal variance not
Assumed

1.96

288

0.0502

As the P value of the test statistic is within 0.05 levels we may
reject the null hypothesis and conclude that there is a significant difference between private and public sector banks in customer satisfaction levels.
H14: BANKQUAL is a reliable measure of service quality in
banking sector
As the Cronbach’s Alfa for BANKQUAL is found to be0.81 for
the sampled respondents we may consider BANKQUAL as a reasonably reliable measure of service quality in banking sector.
Analysis and Discussion on selected hypotheses for the study:
As the primary objective of the present paper is to develop a
reliable measure of service quality which is believed to be associated with customer satisfaction in banking industry, an attempt
is made to introduce a more robust alternative to SERVQUAL
namely BANKQUAL.
Reliability of BANKQUAL is verified by Cronbach’s Alfa and
found to be significant.
The fundamental hypothesis for the study is that there is a
strong association between service quality and customer satisfaction in banks and is found to be valid by using
BANKQUAL.
Two other hypotheses for the study that there is a significant
difference between private and public sector banks in terms of
service quality and average levels of customer satisfaction is also
validated by the sampled data.

5. Managerial Implications
This spiffing research assertively proffers invaluable information to
all the stakeholders of the banking industry in India. First of all,
Government of India has to take additional precautionary measures to
instill more concrete measures to enhance reliability, responsiveness,
assurance, empathy, credibility, competence of all classes of banks
through its controlling authority i.e. Reserve Bank of India to serve
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better to the country’s populace. Even respective commercial banks
both in public and private sector has an opportunity to design novel
strategies, plans, programs, budgets, policies based on the opinions
expressed by their customers on different parameters.
Price sensitive markets like India needs heavy concentration on this
parameter which needs further focus from all the commercial banks
leverage the market with best offerings with competitive price structures and public sector banks predominantly has to improve their tangible facilities to provide more pleasant and convenient banking. The
Indian banking industry has to proffer seamless training and development efforts to develop multi-skill approach, interactive marketing
knacks, familiarization on latest technology, and understanding of different customer needs to their employees in general and front-line
staff in particular. Even though all kinds of banks in India are under
the close supervision of RBI, private sector banks credibility is in
question mark because of recent closure of some banks in the same
sector which needs to introduce more tough control mechanism.
As mentioned in the comprehensive BANKQUAL statement with
the opinions of their customers, both public and private sector banks
could be assessed each and every quality parameter for further stringent action which is imperative in a fiercely competitive Indian banking sector. It is high time to use a more comprehensive measure like
BANKQUAL statement in the Indian Banking industry to measure the
quality of offerings by banks. The banking services quality is strongly
associated with customer satisfaction levels and in the growing competitive environment, it is mandatory for all the banks to focus on
improving service quality. Public sector banks are lagging in terms of
quality and customer satisfaction levels compared to foreign and private sector banks in India. RBI and Government of India in general
and respective banks in particular need to take some policy measures
to bridge the gap identified with this research.

6. Conclusion
This research reveals factual and comprehensive information about
services quality and satisfaction levels of Indian banking customers
which is lucrative to all the stakeholders of the industry. Issues coupled with time and cost in this study entail for further research and
future research should take-up with significantly large sample from diverse classes of customers with relative significance of bank quality
dimensions. The entire banking industry should engage in this kind of
frequent assessment on their services for further up gradation in all
angles. This research has the following limitations- a) the research
confined only to measure service quality and customer satisfaction of
top three banks from public and private sectors; b) this research covers only Capital Region of the Andhra Pradesh state in India and c)
another crucial limitation of the research is the application of both
random and convenience sampling and customers who did not visit
their respective bank branches in the second fortnight of this March
did not get an opportunity to disclose their opinion through this
survey.
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Does the Rise of the Korean Wave Lead to Cosmetics Export?
Young-Seaon Park*

1

Abstract
The purpose of this research is to identify the relation between the
Korean wave and Korean cosmetics export. Instead of using UN
COMTRADE data as with other researches on the similar studies, this
paper adopts Google Trends query index with keyword ‘Korean drama’ as a proxy variable for cultural trade. With controlling export
determining factors such as GDPs of import and export countries, distance, R&D, and FTA, this paper examines whether the Korean wave
represented by Google Trends contributes to the explosive increase of
Korean cosmetics export in the recent years. Moreover, this study also investigates the possible effects of the Korean wave on export that
could vary according to the different trade groups by classifying import countries into two groups: 74 countries worldwide and 9
ASEAN member countries. The results reveal that the Korean wave
indeed leads to cosmetics export to ASEAN countries but show weak
relation with cosmetics export to worldwide.
Keywords: Korean Wave, Cosmetics, Cultural Proximity, Google
Trends, Gravity Model.

1. Introduction
Many of research questions raised in the last two decades on international trade flows have centered on the trade costs derived from
the territorial borders. The famous research by McCallum (1995) on
Canada-US regional trade patterns triggered a flood of studies in
search of the true magnitude of the border effect. Obstfeld and
Rogoff (2000) include the home bias in trade as one of the six puzzles in international macroeconomics. Disdier and Head (2008) examined 1467 distance effects estimated in 103 papers and found that, on
average, 10% increase in distance lowers bilateral trade by about 9%.
Transportation costs for long distance, tariffs, and other non-tariff barriers can explain part of the reasons why the national border still
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Bangkok, Thailand
Deputy Director. Korea Trade-Investment Promotion Agency (KOTRA),
Seoul, Korea
7 Heolleungno Seocho-gu, Seoul, Korea (137-749)
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matters.
As Grossman (1998) speculates, however, the reason why distance
matters so much might also be due to the lack of familiarity or cultural difference. Many researchers adopting the gravity model include
common languages (Boisso and Ferrantino 1997; Melitz 2008), colonial experience (Rose 2000; Eichengreen and Irwin 1998), and ethnic
ties (Rauch and Trindade 2002; Combes et al. 2005; Wagner et al.
2002) as proxies for cultural ties between the trading partners.
The border effect is not restricted to trade in manufactured goods.
Miroudot et al (2013) find that trade costs in services are much higher than those in a goods sector. Their research data also suggest that
trade costs in manufactured goods have fallen considerably over the
last decade, but they have remained essentially stable in services
markets. Blum and Goldfarb (2006) show that physical distance reduces trade even in online products and services that should be free
of trade costs.
In line with the above reasons, a few of recent studies focus on
the trade diffusion effects of the popularity of Korean cultural contents such as TV dramas and music (Park and Choe 2009; Kim and
Ahn 2012). The remarkable success of Korean cultural industry is especially evident in Asian countries. According to the data from Korea
Creative Content Agency (KOCCA), during the 8-year period between
2005 and 2013, the value of Korean music export increased more
than 10 times from 22 million dollars to 227 million dollars. Among
the total music export value in 2013, 97.4% went to Asian countries
such as Japan, China and South East Asian countries. The situation
of the Korean export of broadcasting contents is not much different.
During the same 8-year period the value of Korean export of TV
contents increased from 121 million dollars to 309 million dollars and
73% of the total export of TV contents in 2013 went to Asian
countries.
The advantage of adopting trade in cultural goods as a proxy for
cultural links between trading partners is that, while other cultural
factors such as common language, colonial experience, and ethnic ties
are time invariant, cultural trade changes within a short period of
time. Thus, the dynamic nature of trade patterns can be captured with
the use of the cultural trade as a proxy variable for cultural ties between trading partners. Stigler and Becker (1977) challenge the traditional assumption of the stability of tastes and preferences through
case studies of addiction, habitual behavior, advertising and fashions.
In accordance with the above reasoning it is also possible to assume
that frequent exposure to foreign cultural contents can shift domestic
consumers’ buying behavior (Rauch and Trindate 2009; Bala and Van
Long 2005; Park 2014).
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There are ample cases of media reports and publications in Korea
claiming that the Korean wave greatly contributed to the Korean export in particular and to the Korean economy in general. However,
most of such reports are based either on pure speculations or on the
anecdotal researches which lacks rigorous analysis.
This paper attempts to study the trade creation effects of the
Korean wave, with special consideration of the Korean cosmetics
export. The Korean cosmetics industry is chosen because of the remarkable performance of the industry in the midst of the economic
recession in recent years. Also, cosmetics can be categorized as partially substituted products and so their consumption is closely connected not only to the product price and quality but also to the images the products impart. One of the possible reasons why Korean
cultural contents have become so popular in Asian countries may be
due to the attractive faces of Korean entertainers. Since the concept
of beauty can be shared in the specific regions, the rise of the
Korean wave might explain the explosive export increase of Korean
cosmetics to Asian countries in the recent years.
Whereas most of the researches on trade creation effects of the
Korea wave (i.e. Park and Choe 2009; Kim and Ahn 2012) use
United Nations COMTRADE data for both manufactured and cultural
goods, this paper adopts data extracted from Google Trends search
queries as a proxy measure for trade in cultural goods. As the
Internet is widely used for the consumption of audio-visual products,
trade of manufactured cultural goods such as CDs, magnetic tapes,
and cinematographic film may fail to represent the true scale of cultural trade.
Choi and Varian (2009) demonstrate that Google Trends can help
in predicting the present. Google Trends search queries have recently
been used to estimate the current level of disease activities such as
‘influenza’, ‘bird flu’ and ‘swine flu’ in the countries (Ginsberg et al.
2009; Eysenbach 2006). Askitas and Zimmerman (2009) demonstrate
strong correlations between keyword searches and unemployment rates
using monthly German data. As the Internet searching activities become part of daily lives around the world, analyzing search key word
queries may also reveal each person’s cultural affinity to a certain
country.
The paper proceeds as follows. The next section describes the dynamic growth of the Korean cosmetics industry. The third section
proposes a gravity model approach for empirical analysis with data
description. The fourth section provides the estimation results. The
fifth section considers the implications of the results and concludes.

that whereas most of other industries were severely affected by the
financial crisis and recorded no growth at all in 2009, Korean cosmetics market grew by as high as 11.8% in the same year.
<Table 1> The Market Size of the Korean Cosmetics Industry
(Unit: US$ million, %)
2009

2010

2011

2012

2013

YoY

CAGR
(2009~
2013)

Market
Size

4,336

5,456

5,947

6,231

6,962

11.7

12.8

Product
ion

4,049

5,202

5,763

6,321

7,280

15.1

16.0

Export

416

597

805

1,067

1,290

20.8

32.9

Import

702

851

989

978

972

-0.1

8.9

Trade
Balance

-286

-254

-184

89

318

Source: Korea Health Industry Development Institute
* YoY stands for year over year and CAGR stands for compound annual
growth rate.

The export performance of the Korean cosmetics industry in the
recent years is also noteworthy. According to the data from Korea
Health Industry Development Institute (KHIDI), the value of Korean
cosmetics export during 11 year periods (2002 – 2013) increased
more than 10 times from 123 million dollars to 1,289 million dollars
and, as shown in Figure 1, the export value of Korean cosmetics in
2012 outpaced the import value for the first time.
(Unit: US$ thousand)

Source: Korea Health Industry Development Institute

2. Korean cosmetics industry
Korean cosmetics industry enjoys fast growth thanks to heightened
health interests among the population and increasing investment in the
cosmetics production. According to the data from Korea Health
Industry Development Institute (KHIDI) shown in Table 1, Korean
domestic production of cosmetics reached 7280 million dollars in
2013 from 4049 million dollars in 2009 with an average annual
growth of 16.0%, far outpacing the average Korean GDP growth rate
of 3.2% in the same period. The remarkable aspect of the industry is

<Figure 1> Korean export of cosmetics

The major export destinations of Korean cosmetics are Asian countries such as China, Hong Kong, Japan, Taiwan and South East
Asian countries. Figure 2 shows that the top 10 export destination
countries occupy 90% of the total Korean cosmetics export and
among them only The United States and The Russian Federation are
not Asian countries. Among the South East Asian countries Thailand,
Singapore, and Malaysia are included in the top 10 export
destinations.
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There might be several explanations why Korean cosmetics are
highly preferred among Asian people rather than people in the other
part of the world. Firstly, Korean companies’ efforts on satisfying domestic consumers paid off not only in the domestic market but also
in the overseas market. Korean women are very conscious of the skin
care and so the majority of the product development of cosmetics
companies thereby focuses on skin care products. Biotechnology takes
an increasingly important role in protecting skin from aging. Korea’s
number one cosmetics manufacturer, Amore Pacific Corp, established
a bioscience R&D center in 2011 and LG Household and Health
Care, the number two cosmetics company, formed a technology partnership with a renowned women’s hospital, Cha Medical Center, on
stem cell research (Kang 2012). Taking into account the Korean
women’s special interest in ingredients of the cosmetics, Korean companies have also developed skin care products made of such natural,
organic and herbal medical ingredients as green tea, ginseng, sacred
lotus root, and bamboo extract. Sulhwasoo, an exceedingly successful
brand by Amore Pacific Corp, is noted for its fragrance of ginseng
and the use of many traditional medicinal herbs and roots. The kin
interests in clean and fair skin are not an exclusive property of
Korean women but are shared among Asian women. For example, the
Japanese brand Shiseido also created a herb-infused face cream developed especially for Chinese skin (Alexander 2011).
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ical aspects of the cosmetics industry, star marketing method of the
Korean companies is thought to have greatly contributed to the success of Korean cosmetics in the Asian countries. For example,
Laneige, one of the renowned cosmetics brands of Amore Pacific
Corp, made a contract for product advertisement with an actress Song
Hye-Kyo in 2008. The actress achieved stardom in Asia for her appearances in successful TV dramas such as ‘Autumn in My Heart’
and ‘Full House’ and also frequently appeared in Chinese movies.
Also, the number four player in the Korean cosmetics market, The
Face Shop, became highly successful partly due to the signing of the
actor Bae Yong-joon of the popular TV drama ‘Winter Sonata’ as an
endorser.

3. Empirical Strategy and Data
3.1. Empirical Strategy
This paper adopts the gravity model for the empirical analysis of
the impact of the Korean wave on the export of the Korean cosmetics utilizing the export panel data from 2005 to 2013. The gravity
model has been widely used for analyzing the pattern of international
trade because it has produced some of the clearest and most robust
findings in economics (Leamer and Levinsohn 1995). Even though
the gravity model has been used for bilateral trade data since
Tinbergen (1962), it became truly popularized in empirical work after
the concept of multilateral resistance (Anderson and van Wincoop
2003) was introduced and fixed effects revolution (Feenstra 2004;
Redding and Venables 2004) started to capture the multilateral resistance terms. The combination of being consistent with theory and easy
to implement leads to rapid adoption of the model in empirical work
(Head and Mayer 2013).
With the inclusion of multilateral resistance, Anderson and van
Wincoop (2003) derive the following theoretically founded gravity
equation of international trade:
where  denotes exports from country  to ,  and  are

<Figure 2> Korean export of cosmetics per country as of 2013

GDPs of each country,  is the gross bilateral trade cost,  > 1 is
the elasticity of substitution, and  and Ρj represent country ’s out-

Secondly, Asian women also share a similar concept of beauty and
skin color. In Korea ‘whitening’ skin product is popular because
white skin is synonymous with beauty. The description of a woman’s
skin as ‘Jade white’ has been a common expression for praising her
beauty in both Korea and China. There are poems from Tang
Dynasty in China that described women as ‘Jade white’ and ‘creamy
tinted’ (Alexander 2011). According to the study by Li et al (2008),
contemporary meanings of whiteness in Asia are influenced by
Western ideologies as well as traditional Asian values and beliefs.
They concluded that skin whitening and lightening products not only
promise to fulfill the desire for white and fair skin as a route to
higher status, but also empower women to control their own bodies
and alter nature.
Thirdly, since the advertisement and product brand image are crit-

porter fixed effects. log  is the sum of cost variables such as distance, cultural proximity, and FTAs between country  and country  .
To analyze the impact of the Korean wave on the export of the
Korean cosmetics, adopting and modifying the above equations, this
paper estimates the following econometric model:
where  indicates the export country (Korea),  the import country
and  is time; ln denotes natural logarithms;  is the flow of

Source: Korea Health Industry Development Institute

ward and country ’s inward multilateral resistance variables,
respectively.
As shown by Shepherd (2014), taking the natural logarithms of all
variables, the above equation can be transformed as follows:
The first term, C, is equal to world GDP but for estimation purposes it can be a coefficient because it is constant across all exporters
and importers. The next term,  , is shorthand for a full set of exporter fixed effects. Taking the same approach,  is a full set of im-
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Korean cosmetics export to  country in  period;  and 
are GDPs of Korea and import countries respectively;  
is the geographical distance between Korea and import countries;
 is Google Trends search queries with the keyword “Korean
drama” in the import countries as a proxy variable for cultural ties
between the two parties.  is a dummy variable denoting the
presence of Free Trade Agreements between Korea and import
countries. & is Korean cosmetics industry’s investment in research and development. γj and δtare import country and year fixed
effects respectively and  is a disturbance term.

3.2. Data
The study analyzes Korean export data of cosmetics to 74 countries during the period from 2005 to 2013 collected by Korea
Customs Service (http://www.customs.go.kr). According to Harmonized
System Codes (HS Code) cosmetics are in the category of 33 described as ‘Essential oils and resinoids; perfumery, cosmetic or toilet
preparations’. Even though the two digit category can be further divided into more specific product lists, this paper chooses the data of
Korean cosmetics export based on HS Code 33.

As is shown in Table 2, during the eight year period Korean export of cosmetics grew more than 4 times and the biggest importers
are China, Hong Kong and Japan. The explosive export growth to
Thailand is especially noteworthy. In 2005 Thailand’s import value of
Korean cosmetics was mere 2.7 million dollars and this figure grew
to 61.9 million dollars in 2013, which is a 23 times increase, making
Thailand the 6th largest importer of Korean cosmetics. Toalesser degree yet still remarkable are other South East Asiancountries’ import
increases. During the same period the export of Korean cosmetics to
Philippines increased 11.3times, to Indonesia 10.7 times and to
Malaysia 5 times.
This paper adopts Google Trends query data as a proxy variable
for cultural affinity between Korea and its trading partners. The trend
information of Google searches over time in a particular country is
available by Google Trends (http://www.google.com/trends). Google
Trends does not report the raw level of queries for a given search
term, but instead it reports a query index, meaning the relative search
volume in that region at a point in time. The query index starts at 0
in January 1, 2004 and the numbers at later dates indicate the percentage deviation from the query share on January 1, 2004 (Choi and
Varian 2009).

<Table 2> Korean export of cosmetics in the selected years (HS Code 33)
(Unit: US$ thousand)
Country

2005

2007

2009

2011

2013

China

71,837

101,354

127,057

217,027

315,788

Hong Kong

29,804

31,373

45,484

97,328

214,668

Japan

39,288

42,092

86,560

139,560

159,032

U.S.

34,954

35,795

43,078

66,847

107,117

Taiwan

33,686

30,381

34,840

68,566

94,809

Thailand

2,739

4,148

13,974

61,945

77,889

Vietnam

9,812

11,448

15,944

32,273

42,452

Malaysia

4,783

8,631

13,186

23,895

41,459

Singapore

15,311

15,788

16,583

33,107

41,144

Russia

4,632

5,230

4,765

9,966

25,918

Australia

5,084

4,375

5,967

8,908

15,509

Mongolia

5,485

7,162

6,391

10,484

13,021

Indonesia

842

837

1,527

9,044

11,664

Philippines

612

2,200

2,156

6,945

11,145

UK

3,284

3,953

4,359

5,819

10,658

Iran

6,661

8,000

8,925

15,093

9,177

UAE

3,007

4,165

5,036

4,968

8,931

Canada

4,081

2,839

2,438

3667

7,560

Myanmar

274

204

2,167

2447

5,100

France

2,297

2,131

1,983

5997

5,034

sub total

278,473

322,106

442,420

823,886

1,218,075

others

16,431

19,001

22,063

36,989

58,902

total

294,904

341,107

464,483

860,875

1,276,977

Source: Korea Customs Service
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Korea and trading partners, is from Korea Customs Service. The data
of R&D, the total R&D expenditure on cosmetics industry from both
public and private companies measured in Korean billion won, is
from Korean Health Industry Statistics System (http://khiss.go.kr).
<Table 3> Data description

Source: Google Trends

Variable
Export
Trends
Distance
GDPk
GDPj
FTA
R&D

Obs.
666
278
666
666
666
666
666

Mean
8685.8
1446.0
7718.4
1084.5
798.8
0.2432
168.2

Std.Dev
30093.9
1092.2
3824.8
134.8
1968.4
0.4293
66.7

Min.
0
0
956
898
3
0
66

Max.
336795
4236
19435
1305
16768
1
274

<Figure 3> Google Trends by keywords comparison: 2004 - 2014

The search keyword for this paper is ‘Korean drama’ during 2005
– 2013 periods in Google Trends because this term may capture the
most important aspects of the Korean wave in the world. TV dramas
embody rich cultural traits such as family relationships, social interaction, history, latest trends, food and fashion (Park 2014). Figure 3
shows the Google Trends popularity comparison among Korean,
Japanese and Chinese dramas during 2004 – 2014 periods and it is
evident that the popularity of Korean drama relative to those of
Japanese and Chinese increased considerably over the time.
The adoption of Google Trends data as a proxy variable for cultural affinity in this paper has several advantages. Firstly, as Google
has become a mainstream general search engine since last decade, the
accumulated query information may reveal each individual’s level of
tastes and preferences over a particular period in a specific region.
As information and communications technology (ICT) infrastructure
has been improved and the number of the Internet users has also increased all over the world during the last decade, the term ‘Big data’
recently becomes a household name. Secondly, whereas the available
trade data of cultural goods are limited to relatively small number of
countries, the data in Google Trends can cover extensive regions.
Thirdly, to the best knowledge of the author of this paper, there has
not been any attempt to use Google Trends query data as a proxy
variable for cultural affinity in the field of international trade.
Google Trends query index data is available on the weekly basis
with the exception of a few countries. For the purpose of simplicity
and convenience in matching with other yearly basis data, this paper
combines the entire weekly index data and transforms them to yearly
data.
Table 3 shows the descriptive statistic in which the total observed
number of variables is 666, except for Trends with 278 observed
variables. Since each country’s condition of adopting and using the
Google search engine is different, the Trends index data of early
years in some countries are simply not available. Distance information
measured in kilometers between Seoul, the Korean capital city, and
the capital cities of import countries is from timeanddate.com
(http://www.timeanddate.com). The data of GDPs measured in US billion dollars are from World Development Indicators. The information
of FTA, a dummy variable indicating the presence of FTA between

4. Estimation Results
4.1. Baseline results
The results of pooled OLS, random effects, fixed effects and
Poisson pseudo-maximum likelihood estimator (PPML) for the panel
data analysis are reported in Table 4. OLS (1) does not include fixed
effects of import country and year dummies while OLS (2) includes
all of them. The results show that OLS (2) with adjusted R20.9818
is a theory consistent and much improved estimator than OLS(1) with
adjusted R20.6675. The overall results from several estimators confirm
that, in line with the gravity model’s assumption, the dependent variable is positively correlated with GDPs of Korea and its trading partners and negatively correlated with the geographical distance. Korean
R&D investment in the cosmetics industry does not show any significance in general and, in most cases, it shows even negative
relationships. The result can be interpreted that it takes a relatively
long period of time to reap the fruit of R&D investment. The FTA
variable clearly indicates statistical significance in most of the estimators except for OLS estimator without fixed effects.
Google Trends, as a proxy variable for cultural affinity, shows significant correlation in OLS (1), random effects and fixed effects.
However, the theory consistent fixed effects treated OLS (2) and
PPML do not show any signs of correlation. The result implies that
the Korean wave is not much relevant when it comes to Korean export of such partially substituted products as cosmetics to countries
throughout the world. The Korean wave, even if more people in the
world have recently been recognizing the phenomenon, is still primarily in the domain of Asian episodes.
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<Table 4> Dependent variable: Log export (OLS, RE, FE), export (PPML)
Variable

OLS(1)
-1.2602
(0.9193)
0.7351***
(0.0545)
-2.2835***
(0.1269)
0.4953***
(0.0629)
-0.0388
(0.1726)
-0.8395**
(0.3497)
33.0793
(5.7707)
No

OLS(2)
1.7711**
(0.7465)
1.3908***
(0.2481)
-5.5608***
(0.5610)
0.0013
(0.0418)
0.3326***
(0.1251)
-0.2374
(0.2175)
36.1557
(7.1118)
Yes

Year fixed effects

No

Yes

Observations
2
Adjusted R

274
0.6675

274
0.9818

Ln GDPk
Ln GDPj
Ln Distance
Ln Trends
FTA
Ln R&D
Constants
Importer fixed effects

RE
1.5540***
(0.3871)
0.8703***
(0.0924)
-2.4351***
(0.2456)
0.1089***
(0.0372)
0.2142*
(0.1142)
0.0450
(0.1206)
11.3130
(3.2624)
No

FE
1.2976***
(0.4200)
1.3840***
(0.2532)

0.0790**
(0.0369)
0.2551**
(0.1174)
-0.0542
(0.1318)
-10.2506
(2.4797)
No

PPML
2.8882***
(0.8762)
0.0885
(0.3236)
-3.3946***
(0.5297)
0.0393
(0.0527)
0.3113***
(0.1136)
-0.1472
(0.2574)
15.1225
(6.6898)
Yes

No

No

Yes

274
0.6011

274
0.2194

277
0.9515

FE
1.4464**
(0.6831)
1.3457***
(0.5014)

PPML

1.0801
(1.2553)

0.3027***
(0.0679)
-0.1458
(0.2028)
0.2043
(0.2844)
-11.2496
(3.6903)

0.1759***
(0.0622)
0.7283***
(0.1290)
-0.4149
(0.8946)
4.3147
(3.7664)

*,**,*** denote statistical significance at the 90, 95, and 99 percent levels, respectively.
<Table 5> Dependent variable: Log ASEAN export (OLS, RE, FE), ASEAN export (PPML)
Variable
Ln GDPk
Ln GDPj
Ln Distance
Ln Trends
FTA
Ln R&D
Constants

OLS(1)
1.7112
(1.4261)
0.6821***
(0.1233)
-0.1943
(0.5858)
0.5728***
(0.1297)
-0.6208
(0.5333)
0.5424
(0.6129)
-11.3957
(9.7555)

OLS(2)
0.6541
(1.6366)
1.7977**
(0.7022)
-8.8183
(10.9982)
0.1423*
(0.0775)
0.5339**
(0.2094)
-0.3699
(0.4306)
70.3290
(99.6936)

RE
1.7126***
(0.5771)
1.0305***
(0.3057)
-1.1820
(2.3443)
0.3123***
(0.0646)
-0.1327
(0.1939)
0.3242
(0.2340)
-2.3021
(19.8651)

Importer fixed effects

No

Yes

No

No

Yes

Year fixed effects

No

Yes

No

No

Yes

Observations
2

Adjusted R

57

57

57

57

57

0.5557

0.9708

0.4805

0.4261

0.9824

*,**,*** denote statistical significance at the 90, 95, and 99 percent levels, respectively.

4.2. Regional differentiation
Whereas above data analysis covers Korean export of cosmetics to
74 countries during 2005-2013 periods, this section concentrates the
analysis on export to ASEAN 9 countries in the same periods.
Among 10 ASEAN member countries Lao DPR is dropped because
Google Trends data for the country in the specified period is not
available. The primary reason why ASEAN countries are chosen for
the analysis is that the South East Asian region is where the Korean
wave has been strikingly visible and the usage of the Internet including the social network has grown rapidly over the years.
Table 5 shows the estimation results for Korean export of cosmetics to 9 ASEAN member countries. As in the case of the base-

line analysis, Pooled OLS, Pooled OLS with fixed effects, random effects, fixed effects, and PPML estimators are compared. In the case
of PPML estimation, the two variables of distance and Korean GDP
are dropped to ensure that the estimates exist.
GDPs of ASEAN countries clearly indicate positive and strong relationship with Korean cosmetics export whereas GDP of Korea
shows mixed significances depending on each estimator. The results
can be interpreted that when it comes to Korean export of cosmetics
to ASEAN countries, the demand condition of the importing countries
play more important role than export country’s factor conditions.
The distance variable shows a negative sign as expected but does
not indicate any statistical importance. The reason of this result can
be easily drawn; all the analyzed ASEAN countries are geographically
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concentrated in the same region and so distance differentiation is
rather a difficult task.
The FTA variable shows an inconsistent pattern of signs and statistical significances depending on each estimator considered. There
might be several explanations why the effects of FTAs do not materialize in Korean export of cosmetics to the ASEAN market. Firstly,
the usage of dummy variable is a rather crude way of measurement
in this case. When trading partners make free trade agreements the
tariff rates of some products drop immediately but in other product
lines the tariff rates decrease gradually over the years according to
the agreed schedule. Thus, the dummy variable cannot reflect the effects of gradual decrease of tariff rates over the years. Secondly, each
FTA partner has different trade policies and market conditions. It is
possible that some countries, even before making an FTA, may have
already maintained zero tariff rates in the cosmetics product lines. In
this case initiating a new FTA does not affect the trade volume of
cosmetics. Therefore, the FTA dummy variable cannot fully represent
the market opening status of the specific industry in the import countries and so the result could be interpreted taking this caution into
consideration.
The most striking feature of the analysis is the consistently positive and significant results of the Google Trends variable throughout
all the estimators. It is evident from the results that South East Asian
people’s interests in Korean cultural contents do affect their buying
behavior of Korean cosmetics, as different from people in other parts
of the world.

5. Conclusion
This paper uses a new variable to present some of the first evidence on the trade creation effects of the Korean wave on the cosmetics industry. The adoption of the Google Trends search query as
a proxy variable for cultural affinity is a noble approach. As increasing number of people around the world uses the Internet for searching information or entertainment purposes, the analysis of search
queries of the most popular website, Google, in connection with cultural affinity seems an appropriate and timely task in the field of international trade. The great advantage of using Google trends as a
proxy variable is that the data reflect the changing patterns of users’
searching behavior while other proxy variables in general are time
invariant.
Using the gravity model, this paper firstly analyzed the data of the
Korean cosmetics export to 74 countries around the world. Whereas
economic sizes of Korea and import countries, geographical distance,
and the presence of free trade agreements show statistical significance,
Google Trends search query of ‘Korean drama’ does not reveal a
clear correlation with Korean cosmetics export. When the export destination countries were narrowed to 9 ASEAN member countries, the
results show strong evidence that the Korean wave indeed lead to the
export of Korean cosmetics.
There can be several implications drawn from the study. Firstly,
besides the traditional proxy variables used in the gravity model for
cultural affinity such as common languages, colonial experience, and
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ethnic ties, Google trends query data can become another important
proxy variable.
Secondly, the Korean wave’s contribution to the export of Korean
cosmetics is evident in Asian countries but not clear in other part of
the world in general. Since the Korea wave has risen high mainly in
Asian countries and cosmetics export to the region also increased dramatically, the finding is consistent with the general assumption.
Thirdly, Korean free trade agreements with many countries paid off
in the cosmetics industry. Whereas the Korean wave greatly contributed to increasing consumption in the Asian market, FTA is a
more important factor in exporting cosmetics to the world market.
Lastly, in addition to the star marketing method, Korean cosmetics
companies can put more emphasis on advertising through social networks such as Facebook, Instagram and Line as cultural contents
have increasingly been shared this way by people around the world.
Further researches could extend the method and findings of the
study. In particular, in addition to cosmetics industry covered in this
paper, other industries can be examined using Google Trends proxies.
Also, besides ‘Korean drama’, other Google Trends query keywords
can be tested to find the most appropriate term according to the research themes and purposes.
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<Appendix> List of countries used in the analysis
Argentina

Hong Kong

Pakistan

Australia
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Austria

India

Poland

Azerbaijan

Indonesia

Portugal
Puerto Rico

Bahrain

Iran

Bangladesh

Ireland

Qatar

Belgium

Israel

Romania

Brazil

Italy

Russia

Brunei

Japan

Saudi Arabia

Bulgaria

Jordan

Singapore

Cambodia

Kazakhstan

Slovak Republic

Canada

Kuwait

South Africa

Chile

Lebanon

Spain

China

Lithuania

Sri Lanka

Colombia

Macao

Sweden

Cyprus

Malaysia

Switzerland

Czech Republic

Mexico

Taiwan

Denmark

Mongolia

Thailand

Ecuador

Morocco

Turkey

Egypt

Myanmar

UAE

Estonia

Nepal

UK

Finland

Netherlands

Ukraine

France

New Zealand

United States

Germany

Nigeria

Vietnam

Greece

Norway
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Abstract
This paper aims to analyze the current situation of agriculture in
Kazakhstan focusing on innovations, identify key problems and challenges, and propose ways for improvement. The researchers reviewed
the relevant literature and collected relevant data from secondary
sources. The study's methodological basis included Kazakhstan’s legislative and regulatory Acts, program for the development of agriculture, and data about innovations in the agriculture sphere. Reports
and statistical reviews were examined in order to determine the tendency of development of agriculture in Kazakhstan. Evaluation of the
current level of technological development in crop production and animal husbandry shows that agricultural innovations in Kazakhstan are
not developed enough. Government and public authorities are well
aware of the need for innovative agricultural development, and take
the necessary programs and measures. Despite this, researchers have
identified problems in this sphere and proposed their solutions. The
transition to sustainable economic growth in the agricultural sector of
the country is impossible without promoting the use of science and
technology, the introduction of high technology, activation of all economic entities of scientific and technical sphere of agriculture. The
main priority of science, technology and innovation policy in the agricultural sector should be state support for basic and applied science
with a focus on the implementation of scientific development in
agriculture.
Keywords: Agricultural Innovations, Agriculture of Kazakhstan,
Sustainable Development.
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cessfully knowledge is generated and applied, and indeed knowledge
intensiveness has featured prominently in most strategies to promote
agricultural development. Yet the changing context for agricultural development has highlighted a strong need to understand and adopt innovation systems thinking.
Agricultural science, technology, and innovation are vital to promoting rural development and poverty reduction. To this end, many
studies on agricultural research, extension, and education have highlighted the importance of public investment and policies in these
areas. However, as agricultural innovation becomes increasingly
viewed as a complex process that defies simple solutions, it has become more and more difficult to identify the types of investment and
policy interventions needed to make developing-country agriculture
more responsive, dynamic, and competitive.

2. Literature Review
Technological change has been a major factor shaping agriculture
in the last 100 years [1, 2]. Internationally, tremendous changes in
production patterns have occurred. While world population more than
doubled between 1950 and 1998 (from 2.6 to 5.9 billion), grain production per person has increased by about 12 percent, and harvested
acreage per person has declined by half[3]. These figures suggest that
productivity has increased and agricultural production methods have
changed significantly.
The classification of innovations according to form is useful for
considering policy questions and understanding the forces behind the
generation and adoption of innovations. Categories in this classification include mechanical innovations (tractors and combines), biological innovations (new seed varieties), chemical innovations(fertilizers
and pesticides), agronomic innovations (new management practices),
biotechnological innovations, and informational innovations that rely
mainly on computer technologies [4].
Although many of agricultural strategies have been successful, they
may no longer be sufficient in many countries, where agriculture is
increasingly subject to rapid and unpredictable change. Amid such
change, it is perhaps inevitable that ideas about innovation and its
sources should also change. The perceptions of what constitutes
"research capacity"and how innovation occurs are being transformed,
along with approaches for investing in the capacity to innovate. It is
now clear that investing in the creation of stronger research systems
the primary focus of agricultural research investment in the 1980s and
1990s may increase the supply of new knowledge and technology,
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but it may not improve the wider capacity for innovation throughout
the agricultural sector [5]. More recently, attention has focused on the
demand for research and technology and on the development of innovation systems. An "innovation system" is a network of organizations, enterprises, and individuals focused on bringing new products, new processes, and new forms of organization into economic
use, together with the institutions and policies that affect the system’s
behavior and performance [6].
AIS thus represents a network of organizations, enterprises and individuals that focused on"bringing new products, new processes and
new forms of organization into economic use, together with the institutions and policies that affect their behavior and performance" [6].
Ultimately, it is the policy environment and active government strategies to foster and award innovation in agriculture that stimulates or
hinders CD for agricultural innovation within the AIS. In short, agricultural innovation, which includes the successful development of new
or traditional practices, their tailoring to the local needs of farmers,
farm cooperatives and agri-business, and their adoption and up-scaling,
requires adequate capacities on all levels of decision making.
However, low-income countries often lack the resources and capacities
to fully develop their innovation systems [7].
Since the performance of an agricultural innovation system influences the overall performance of the agricultural sector, measuring sectoral performance is vital to assessing an innovation system. Classical
indicators of agricultural sector performance include measures such as
agricultural sector growth rates and total factor productivity. The
growth rate of the agricultural sector is an important indicator of the
sector’s potential to contribute to poverty reduction if distributional
aspects are taken into account. Increases in agricultural productivity
are a major driver of agricultural growth and are an important measure of the sector’s competitiveness [8].
The main findings of the study of the World Bank, as one reviewer pointed out, were not so much important because they were
all new, but because they brought together these findings in one
place and gave them prominence in the form of a World Bank study.
The findings included:
- Innovation is rarely triggered by agricultural research and, instead, is most often a response of entrepreneurs to new and changing
market opportunities.
- Promising sectors begin to fail because with ever-changing market demands, patterns of interaction between entrepreneurs, farmers
and other sources of technology and information are insufficient to
support a knowledge-intensive process of innovation on a continuous
basis.
- Lack of interaction weakens innovation capacity and is a reflection of deep-rooted habits and practices in both public and private
sector organizations. The market is not sufficient to promote interaction; the public sector has a central role to play.
- Social and environmental sustainability are integral to economic
success and need to be reflected in patterns of participation and interaction that are considered when strengthening innovation capacity.
- Mechanisms at the sector level that are critical for coordinating
the interaction needed for innovation are either overlooked or missing
[9].

3. Context of Kazakhstan
3.1. Analysis of Current Situation in Agriculture Innovations
of Kazakhstan
Agriculture is one of the key sectors of the Kazakh
economy.Kazakhstan is the 9th largest country by land mass.
More than 74 percent of the country’s territory is suitable for agricultural production, representing 5.5 percent of GDP and employing
over 20 percent of the labor force, with 43 percent of the population
living in rural areas.
The rich soil and climate provide ideal conditions for growing
wheat, barley, rice, corn, millet and buckwheat. In 2012, the total
crop area reached 21.3 million ha. Corn and beans will be sown on
16.5 million ha while oilseed will occupy 1.7 million ha.
Food production increased by 2.9% at the end of 2014 and for
the first time was more than 1 trillion tenge. Imports amounted to
2.9 bln. US dollars, export were 1.1 billion US Dollars [10].
To implement the program financing in the framework of the
budget program 212 "Research and activities in the field of agriculture and nature" in 2014 achieved the following results: the state
variety trials transferred 110 varieties and hybrids of agricultural
crops, 51 recommendations on technology were developed. 166 security documents for intellectual property were obtained, including received 10 patents for inventions; 83 innovative patents for invention
(for processing - 23, in water management and soil fertility - 4, animal production and health - 39, agricultural mechanization in forestry
-17); 72 patents for selection achievements (69 - in horticulture, in
animal husbandry 3) [11].
The Government provides subsidized loans to agricultural enterprises, subsidies for machinery upgrades and construction, state-funding of organizations developing veterinary and phytosanitary sectors,
the provision of subsidies for industrial energy costs. It also waved
import duties on farm equipment, raw materials and spare parts, and
exemption from corporate income and property taxes. The volume of
investments in Kazakhstan’s agricultural sector exceeded 166 billion
KZT in 2014, which is 17 percent more than in 2013.The aggregate
profitability index of large and medium-sized companies operating in
Kazakhstan’s agricultural sector stood at 17.7 percent, while this index was equal to 4.5 percent in the same period of 2013.
The Government of Kazakhstan approved a new sectoral program
of agro-industrial complex development for 2013-2020 "Agribusiness –
2020" in February 2013. The Agribusiness-2020 Program aims at developing four dimensions: financial recovery, increase of afford ability
of products, works and services for the agro-industrial sector entities,
development of the state system of agricultural producers support, improvement of efficiency of the state management system of the
agro-industrial complex [12].
The current state of Kazakhstan's agro-industrial complex is characterized by fairly low investment activity, accompanied by increasing
selectivity investment. Since investments involve action, the results of
which will occur over a long period of time, the development and
socio-economic situation, both the subject of investment, and its environment largely depends on proper impact assessment of the project.
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3.2. Evaluation of the Current Level of Innovation and
Technological Development of Agriculture in Kazakhstan
Currently, there is a need to move agricultural production harmonious combination of development, both crop and livestock production, which will in any economic environment cost-effectively develop agribusiness.
The current situation in the livestock industry has a whole set of
problems: first, the overall decline in number of changes in the structure and management. If earlier there were 70 percent of livestock in
agricultural formations, it is now 82 per cent is in private farms; second, the low proportion of breeding stock in the total herd and splitting its genetic potential; Third, a major deterrent for sustainable development of animal husbandry industry is the virtual absence of forage production. A huge layer of problems lies in ensuring veterinary

253

welfare.
Crop production in Kazakhstan is seriously behind on most of the
major technological trends; there is the largest gap in the use of fertilizers and plant protection products, the use of irrigation systems
(See Table 1).
The main reasons for the low labor productivity in agriculture are:
- the usage of outdated technology;
- the usage of outdated and inefficient forms of economic activity;
- high level of imports of finished agricultural products;
- low depth of processing in agriculture;
- High level of exports of low value-added.
Modern technologies are not used and the highest backlog observed in the use of systems for cattle and application of feed additives in animal husbandry in Kazakhstan (See Table 2).

<Table 1> Evaluation of the current level of technological development in crop production [13]
Factors

The current technological level

Comments

The potential of output growth

Seed Production

Not adapted varieties native seeds are imported
- low quality, a high proportion of self-sown

+ 80-120% - productivity growth

Chemical plant protection

Used in insufficient quantities (cost 1.2
thousand. tenge per hectare , in developed
countries - 3.7 thousand. tenge per hectare)
Currently not in use. Consumption of biological
crop protection should be at least 5% of the
total consumption of NWR

Biological plant protection

chemical fertilizers

Biological fertilizers

+ 20-50% - increase collection by
maintaining crop

Consumption of fertilizers is 10 times below the
+ 30-60% - an increase of productivity and
level of the Western countries, especially
improvement of product quality
phosphate fertilizers
More efficient use of phosphate fertilizer 2-3
Used in insufficient quantities. In Europe the
times at the expense of biofertilizers
consumption per hectare is over 10-20 times

Drop irrigation

Systems of a drop and sprinkler irrigation are
not used (can be used on 30% of acreage)

+ 20-40% by reducing the effects of
drought
Rising yields several times under drip
irrigation for individual crops

Combines

Large grain farms use imported equipment

+20-30% by reducing the losses during
assembly and reduce the proportion of the
crushed grains

Attached equipment

not adapted equipment is used

+30-70% - productivity growth
Reducing fuel costs by 50-70%

– Using outdated technology
– About a quarter of manufacturers use modern technology
– Nearly half of manufacturers use modern technology
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<Table 2> Evaluation of the current level of technological development in animal husbandry [13]
Factors

The current technological level

Breeding cattle

Comments

The potential of output growth

It is necessary to increase the share of breeding
herd with 2-5% to 15% (the level of developed
countries); necessary to create specialized
breeding farms

+ 20-50% at the expense of the best
indicators of productivity of livestock

Maintenance of cattle

A large proportion of animal products produced
+10-30% due to the lower incidence and the
in small holders and small farms that do not
best indicators of weight gain
use technology cattle

Vaccines and test systems

In case of victory over FMD, export
Low-quality imported funds are used within the
opportunities + 10-30% will be opened due
state program
to the reduction of diseases

Combined feed

Harvested pastures are used; lagging
consumption of high-quality feed at times

+20-40% at the expense of the best
indicators of productivity of livestock
(weight gain and an increase in milk yield)

feed additives

Feed additives are not used

Helps to reduce feed costs
At 10-20% increased productivity of
livestock

– Using outdated technology
– About a quarter of manufacturers use modern technology
– Nearly half of manufacturers use modern technology

4. Research Findings and Results
We analyzed the promotion of agro-business through the introduction of commercial and industrial use of advanced technology
and know-how.

<Figure 1> Indicators for the implementation of the results of agricultural
science in Kazakhstan [12, 14]

"Kaz Agro Innovation" with government support took measures for
the development of innovation in the production system. The Center
of the transfer and commercialization of agricultural technologies
(CTCAT), which aims to support and development of new agricultural
technologies, including through the creation of new companies based
on high technologies with the participation of public resources. Also,
the system of "Kaz Agro Innovation" in order to provide highly information-analytical and advisory services in agriculture in 2009 established Analytical Centre for Economic Policy in the agricultural
sector. CTCAT Activities aimed at supporting and developing new

agricultural technologies, including through the creation of new companies based on high technologies with the participation of public resources (start-up and spin-offs). We see that there are key indicators
for the development of innovations in agriculture (See Figure 1).
Based on the analysis of the current state of the industry of agricultural science in Kazakhstan the following issues has identified that
hinder the development of innovations in agriculture:
- insufficient funding
- lack of motivation to improve the performance of scientists
- difficulties in implementing scientific research
- the lack of development of the dissemination of knowledge
- outdated scientific and technical infrastructure
- the aging of the scientific staff
- undeveloped level of transfer of advanced foreign technologies
- lack of available financing in the early stages of innovation
- undeveloped demand for innovation, etc.
To solve the problems mentioned above, and for adequate provision of innovative and technological development of the agro-industrial sphere of Kazakhstan, we propose the following steps and
measures:
- Improvement of the state of science policy;
- Development trends of innovation in agribusiness and agricultural
science;
- The introduction of market mechanisms to activate innovation in
the agricultural sector;
- Development of innovative infrastructure of AIC;
- Development of cluster initiatives in the innovation system of
agribusiness.
- Introduction of modern methods and acceleration of research by
updating the infrastructure of agricultural science;
- Creation of a system implementation in production of scientific
research;

Khalima N. Sansyzbayeva, Aknur Zhidebekkyzy / EIGHTH INTERNATIONAL CONFERENCE 251-255

- Integration into the international scientific environment by conducting joint research and development, the establishment of joint
funds, membership in international scientific organizations;
- Implementation of measures to attract top foreign scientists in
agricultural research
- Establishment of a system of labor remuneration of researchers
and attract young professionals in agricultural sciences;
- The development of public-private partnership through the implementation of innovative projects;
- To ensure the transfer of foreign technologies;
- The development of institutions to support innovation in
agriculture.

5. Conclusion
The use of emerging technology and indigenous knowledge to promote sustainable agriculture will require adjustments in existing
institutions. New approaches will need to be adopted to promote
close interactions between government, business, farmers, academia
and civil society.
The aim of this paper is to identify novel agricultural innovation
systems of relevance to Kazakhstan. It examines the current situation
of agricultural innovation and state economic policies in the country.
Positioning sustainable agriculture as aknowledge-intensive sector will
require fundamental reforms in existing learning institutions, especially
universities and research institutes. Most specifically, key functions
such as research, teaching, extension and commercialization need to
be much more closely integrated.
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Abstract
The aim of this work is to study the specifics of demographic
processes in the Republic of Kazakhstan and to justify proposals concerning improvement of tendencies and methods of realizations of
demographic policy in the country. To attain the aim the existent
demographic theories have been examined; global demographic tendencies have been studied; the factors that influence demographic development of Kazakhstan have been determined; the analysis have
been carried out and demographic processes in the republic under
present-day conditions have been particularized; proposals concerning
the improvement of demographic situation have been worked out. The
following methods have been used in this study: the principles of
system approach; methods of statistical and comparative economic
analysis, sociological analysis; method of expert evaluations; generalization and system analysis. Statistical method is based on the accountability of statistics office of the Ministry of National Economy
of the Republic of Kazakhstan (RK) and on the results of sociological studies. The official statistic information, materials of the population census of the RK, materials of the Ministry of Health and
Social Development of RK, data from author’s studies, carried out in
the Institute of Economy of science committee of Ministry of
Education and Science of the Republic of Kazakhstan were used in
this study. on the basis of analysis general methodological approaches
to the study of processes of reproduction of population were defined;
specifics of demographic processes in republic were revealed; the
main factors that influence demographic processes were assessed; proposals concerning improvement of demographic policy in Kazakhstan
were worked out. The conclusion about positive tendencies in demographic processes and about necessity of improvement of demographic
policy was made. A number of proposals and recommendations concerning creation of favorable social and economic conditions for improvement of demographic situation, enhancement of institutional basis
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1. Introduction
The aim of this work is to study the specifics of demographic
processes in the Republic of Kazakhstan and to justify proposals concerning improvement of tendencies and methods of realizations of
demographic policy in the country.
To attain the aim the existent demographic theories have been examined; global demographic tendencies have been studied; the factors
that influence demographic development of Kazakhstan have been determined; the analysis have been carried out and demographic processes in the republic under present-day conditions have been particularized; proposals concerning the improvement of demographic situation have been worked out.
The need for this study is caused by the characteristic demographic imbalance in the modern period in many countries worldwide,
which is one of the global challenges of the early 21st century.
Besides, growing demographic problems form new migratory waves
and reinforce social tension all over the world.
As it is known, the source of innovative development of national
economics is high-quality labor potential, the scale of which highly
depends on the improvement of demographic situation in the country.
At the same time, it should be noted that the essence of demographic
problems in certain regions and countries of the world differs greatly.
Demographic imbalance, which is characterized by low birth rate in
many Western countries, aging and depopulation inevitably, provokes
problems at the labor market and the lack of labor resources.
Maintenance of the current demographic tendencies can result in that
the number of people older than 60 will exceed over people under
15 years of age in these countries. On the other hand, uncontrolled
demographic processes in developing countries can lead to overpopulation and difficulties connected with it (low living standard, lack
of workplaces, unemployment, problems with food supply, insufficient
health service etc.). Therefore, in the present conditions researchers
are paying great attention to study of the demographic processes in
many countries. That is such scholars, as Bruk S., Kapitsa S.P.,
Klupt M. A., Kohler H. P., Billari F., Ortega J. and others.
Overcoming of demographic imbalances can give new possibilities
for economic rise of the country and its social and economic
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modernization. Due to this, demographic situation in the country
should be regarded as one of the most important factors determining
quantitative and qualitative parameters of reproduction of population
and labor potential.
Demographic processes is Kazakhstan have its specific character.
Kazakhstan belongs to the group of countries where the natural population increase is gradually approaching zeroindex. In order to find
right ways of overcoming of demographic problems, it is necessary to
understand their reasons, reveal new opportunities, systematize all factors that influence demographic situation in the country in general
and particularly birth rate, natural population increase, life span and
aging of the population. Therefore, there is necessity to study this
problem and work out the ways of its solution.
Novelty and originality of the research is in the study of peculiarities of demographic changes and development of scientifically
grounded practical recommendations for improvement of demographic
policy considering priorities of future development of the Republic of
Kazakhstan.
Hypothesis of the research is in evaluation of social demographic
dynamics and modern situation in the country on the basis of the
analysis and primary treatment of information for argumentation of
proposals according to areas, forms and methods of demographic policy considering different factors.
Methodology. The following methods have been used in this study:
methods of statistical and comparative economic analysis, sociological
analysis of the authors; method of expert evaluations; generalization
and system analysis. Statistical method is based on the accountability
of statistics office of the Ministry of National Economy of the
Republic of Kazakhstan (RK) and results of sociological studies.
Works concerning the topic of the paper by foreign and home authors, published in periodicals, in the Internet; official statistic information, materials of the population census of the RK, materials of
the Ministry of Health and Social Development of RK, data from author’s studies, carried out in the Institute of Economy of science
committee of Ministry of Education and Science of the Republic of
Kazakhstan were used in this study.
Results. On the basis of analysis, comparison and generalization
general methodological approaches to the study of the processes of reproduction of population were defined; specifics of demographic processes in republic were revealed; the main factors that influence demographic processes in different regions were estimated; proposals for improvement of demographic policy in Kazakhstan were worked out.
This article has methodological meaning, because it presents a
choice of metrics, which is the most easy-to-use in the assessment of
demographic processes.
Applied relevance of the research is that results can be applied in
realization of new demographic policy of Kazakhstan, implementation
of strategically important state objectives, set in "Kazakhstan - 2050"
Strategy and other policy documents of the country.
The article consists of the following parts: Introduction, Theoretical
aspects, Data and methods, Analysis, Conclusions and Reference.

2. Theoretical Aspects of Demographic Development
of the Country
2.1. Generalities of Demographic Theory.
National employment policy of every country is inseparably connected with specifics of social and demographic development of the
country.
The condition of labor market, demand and supply of the labor
force depend on demographic tendencies and social development of
the country. If replenishment of labor force at the expense of natural
population increase is impossible in the country, there appears necessity in involvement of labor force from the outside. As the world experience shows, demographic picture is no static, it undergoes different dynamic changes. That is why it is important for the country to
accomplish goal-directed activity in the sphere of regulation of reproduction of population by means of demographic policy.
Demographic policy can be directed at preserving or changing the
tendency in population number and structure.
In modern conditions of innovative economics, when new
high-technology branches and factories, and new workplaces are created; the latest achievements of scientific and technical advance are
applied, forms and meanings of labor activity are greatly improved.
New technologies and methods of production and management are
created, intellectualization of labor is intensifies, and working, social
and demographic activity of the people is highly grows. It results in
the increase of the requirements to the demographic factors of development of human resources, its qualitative and quantitative
characteristics. On the other hand, innovative development is accompanied by qualitative changes in vital activity of humans, the standard
of life increases, environmental conditions improve, as a result positive dynamics of demographic activity is observed.
The key basic indicator of demographic situation in the country
and security of employment is population size and pace of its
growth. Population size is, to some extent, connected with vitality of
the country, safety of the territorial integrity, geopolitical position in
the world. For example, in neighboring Russia, where negative tendencies of demographic processes are observed, the question of demographic policy is given great consideration, according to the message
of the president of Russian Federation to the Federal Assembly: "For
Russia to be sovereign and strong there must be more of us…"
Otherwise, it will "turn into poor country,…not able to keep its independence and its territory" (Putin, 2012).
This statement is topical for Kazakhstan, where population size and
density of settlement is much lower than in Russia. The level of
population density influences economic development and progress of
certain regions of the country. Therefore, the aim of major importance for Kazakhstan is support of extended reproduction of
population. Demographic processes play crucial role in social development, have great influence on the change of pace and proportion of
economic and social development. Regarding economy population is
at the same time producer and consumer of material goods. This
two-way dependence causes difficulties of ties between population and
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economy. Population cannot exist outside economy, and economy –
without population. These are two parts of one socially determined
and interdependent process. On the other hand, demographic situation
in the country is also influenced by a number of factors. Among
them: radical changes of economic environment, living conditions,
economic welfare of population, which leads to deliberate birth rate
regulation; the level of health care; specifics of age structure of population; legal base concerning marriage; cultural traditions and mentality of population, which establish standards of demographic behavior;
uncontrolled migration volumes etc. The above mentioned factors influence volume and pace of reproduction of population as the process
of continuous renewal of generations of people. Reproduction of population in the country is performed according to sex and age, social
groups, i.e. social and economic belonging of people, nationality, marital status, territory settlement and place of living (city or village),
education, professional indication and other parameters (PCD, 1994).
This report examines the various forms of population movement,
connected with changes of qualitative and quantitative features, transition of groups of people from one condition into another: natural
and social (Bruk, 1996). Special attention is paid to the natural population movement, which is connected with birth rate and life span.
Birth and death rates in the country are constantly changing and has
direct relation to the earlier established demographic situations, which
have natural biological basis but are dependent on social and economic conditions. At the same time, birth rate is influenced by sex
ratio, age structure, proportion of women of childbearing age in general population level, marriage and divorce rate, mean age of the
people entering into marriage, duration of being out of wedlock etc.
Migration of population, level of material security, housing conditions,
health status of population, level of development of healthcare system
and provision with medical staff, medical institutions and other
healthcare institutions and many other social economic factors are also
of crucial importance.
Speaking generally about demographic development, its tendencies
in the country substantially change the model of reproduction of
population. The model which presupposes high birth rate, high death
rate and reproduction of population on this basis is replaced by another model: low birth rate, extension of life span, and low death
rate. The further demographic development of the country depends on
interconnection of these three factors.
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2.2. Demographic Discussions
Let us examine the existent demographic concepts, which are
spread in the second half of 20th century. Particularly, basic provisions of demographic theory by S.P. Kapitsa, who examined the evolution of global demographic processes from mathematic perspective
(Zakamskaya, 2011). Sergei Kapitsa studied quantitative changes of
the planet population as dynamic system, where growth of the number of population was under the influence of economic, social and
cultural activity of humanity. The main variable quantity here –is
general population size of the world, and the derivatives - are indicators which reflect its racial, ethnical, and sex-age structure, geographical distribution of population, population density, urban
saturation.
In the context of this theory, humanity in modern world experiences demographic transition from one form to another. This unique
process is characterized by ceasing of explosive growth of population
th
size, which was observedin 20 century, and its destabilization in the
last years. Demographic transition from explosive growth to the slowdown is caused by decrease of birth rate, development of the society
of knowledge, life-span growth.
However, this research remains mathematical measurement of actual
state, but not the theory, able to predict demographic trends.
Therefore, this theory is underproductive, and is not applicable to certain countries, because it cannot define prospects of demographic development in swept country (Kapitsa, 2008 & Kapitsa, 2000).
Thereby, theories of demographic transitions explain only one side
of demographic situation –decrease of death rate and/or birth rate in
one or another country. At the same time it does not sufficiently examines the reasons of birth rate decrease, lowering or growth of life
span and other demographic phenomena. Thus, if in the latest decades of the past century many demographic processes were explained
by the theories of demographic transition, connected with the concept
of modernization of economy and society (Kapitsa, 2008), but in the
st
21 century methodology of demographic studies has been changed.
Demographic processes in modern world are examined from the perspective of regional studies and institutional analysis (Klupt, 2005).
Comparing two theoretical views on global demographic development, - theory of demographic transition and institutional analysis, the number of distinctive features can be singled out (Figure 1).

Main points of demographic theories
Demographic transition theory
Institutional analysis, Regional studies
Domination of global population trends, which determine local tendencies on Equitable explanation of demographic processes the same on global level and
the level of certain territory.
on the scale of a country or certain territory.
Not only quantitative but also qualitative characteristics of population
Quantitative measurement of actual state of demographic processes.
movement.
Clearly established list of factors, which determine population movement in Variation of factors which determine demographic processes in dependence on
time and space.
period of time and special placement.
Usage of synergy methodology, institutional analysis, and regional studies for
Methodology, determining influence of economic factors on reproduction of
explanation of birth rate change, life-span, natural or mechanical
population is not used.
growth/decrease of population size.
Influence of moral and cultural factors, such as mentality of population,
Influence of moral and cultural factors is studied.
family traditions, religious canons etc, are not considered.
<Figure 1> Distinctive features of demographic theories
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Accordingly, for alternative theories, for which we relate the theory
of institutional analysis and regional studies to, regulations more flexible for modern world, which adequately explain demographic processes the same globally and on the scope of one country or certain
territory are typical. These theories are more advanced, as they are
more adapted to the conditions of the country, for periods of time,
considering real social and economy, moral, natural, technological,
ethnical, cultural, ethical and other factors of local character.
Institutional theories enable to study the influence and interaction of
economic and demographic changes. Foreign studies on birth rate
problem, performed within the framework of institutional theory
should also be mentioned (Klupt, 2002).
Summarizing the main points of demographic theories, we can
conclude, that there are no universal concepts; theoretical provisions
can be changed depending on time and should be adapted to national
specifics and consider specific factors for certain country and certain
time period.

2.3. Demographic Processes in Modern Post-industrial World.
In developed countries of Western world there are three main
types of reproduction of population, connected with the birth rate.
The first type is close to extended reproduction of population with
high birth rate, and is typical for the USA. The second type, the
so-called modern or rational type, is close to simple reproduction and
is observed in the countries of Western Europe. It is characterized by
relatively low birth rate, high average lifetime, high death rate because of the liberal share of elderly people and, as a result, low natural population growth. At the same time in Southern European countries birth rate has greatly decreased last years as a result of specifics
of demographic policy. These tendencies have brightly shown in Italy
and Spain. The third, the so-called traditional or patriarchal type, is
peculiar for the most of developing countries. Its distinctive features
are high birth rate and families having many children, medial
life-span, and high death rate because of insufficient healthcare level
and guarding of motherhood and childhood.
However, in the early 21st century modern demographic tendencies
in these countries have started to change: they are typical of death
rate decrease while preserving high birth rate, which naturally leads
to the high population growth, which predetermines average pace of
the growth of population of the world.
Scientific researchers showed that divergences in types and tendencies of demographic processes are highly dependent on the level of
control over childbirth and institutional conditions (formal and informal) of the carried out demographic policy.
Thus, for example, in the USA, as opposed to the west European
countries, conservative models of demographic behavior are
widespread. These models are characterized by saving traditional family, negative attitude towards extramarital affairs and unisexual
marriages. As a result total birth rate, which present the average
number of children, born by a single woman through the whole life,
for white women of the USA was higher (1.9) than the same indicator for the European women. Of course, the growth of birth rate
in the USA was achieved not only due to preservation of traditional

family values. Demographic growth of the USA was also influenced
by such positive factors as salary growth of women and corresponding increase of female self-sufficiency and financial independence;
heavy growth of child-care services; receiving of state subsidy from
federal funds for these services payment; extension of the possibilities
for women to work part-time. In many ways birth rate growth was
achieved due to the amplification of Latin Americans, who have
higher total birth rate –3.1, as compared to white Americans
(WHMC, 2002).
th
At the end of the 20 century contradictory tendencies were also
observed in European countries. For example, total birth rate was relatively stable nearly 1.6-1.7 in Western European countries, but at
the same time increased the number of the children who were born
out of wedlock. Demographic tendencies in South European countries
were different. For example, total birth rate has suddenly decreased –
to 1,2 in Spain and Italy, which is not peculiar for the mentality of
these people (Dalla Zuanna, 2001; FFS, 2000; Kohler et al., 2002 &
Rosina, 2001). Nevertheless, in these countries close-knit family traditions remain strong and childbirth out of wedlock did not become a
standard.
As for the post-Soviet countries and Eastern Europe, the crisis in
the economy and social sphere were observed in the last decade of
the 20th century, which was caused by changes in the social system,
market-oriented reforms in the economy.
This resulted in decrease of life-span and standard of life, birth
rate reduction, and growth of inner and outer migration which are
negative demographic processes that in many cases can lead to
depopulation. Nevertheless, last years, due to the economic expansion
and rise in standard of leaving of people in post-Soviet countries and
Eastern Europe demographic situation has started to improve greatly
and the life-span has grown (HDR, 1999). But in Russia and Ukraine
positive shifts in demography are not firm till present time.
As it is known, the most populated countries of the world are
India and China. However demographic policy of these countries differs greatly, that is why demographic trends of these countries have
been formed differently. In China total birth rate decreased from 4,8
in 1979 to 1,7 in modern period. In India this indicator remains high
enough nowadays, having decreased from 5,4 to 3,1 during the same
time period (WPP, 2012).
Summarizing world tendencies of demographic development following conclusions can be made.
Firstly, weakening of the necessity in several children and motivation for traditional family takes place in many developed Western
countries (joint living and economy management). The attitude to the
marriage registration, having several children also changes; aspirations
for higher living standard and achievement of financial and career
goals increase. In modern society ideology of post-modernism is prevails, where family and children do not only play important role, but
also hamper it. The value of marriage registration lowers. These
changes are especially significant among young people. The shift
from the ruling "normal" model of two-child family to the ideal
one-child family (without marriage registration) model has begun.
Secondly, there is no general ruling tendency for all countries of
the world. It is necessary to admit that with the increase of general
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standard of well-being of the population, economic and social stability
in the country, medicine progress, development of civilized social and
psychological relationship, growth of spiritual and cultural level one
and the same country can move whether to the decrease of birth rate
on the background of higher standard of life, or to its increase.
Therefore, throughout different periods of social and demographic
development formation of the priority system and system of mechanisms that ensure their achievement presupposes use of different
means for different economic and demographic conditions.

3. Data and Methods
Methodological basis of this study were systematic approaches to
the estimation of demographic condition of the republic, studies of
the leading foreign and Kazakh economists that reveal new tendencies
of demographic development of population of the country. The following methods were used in this study: statistic and comparative
economic analysis, method of expert evaluations. Statistical method
was based on the accountability of statistics office of the Republic of
Kazakhstan (RK) and results of sociological studies. For generalization
of statistic data and visual image of results of the research tabular
procedure was applied.
To analyze demographic situation indicators which most adequately
characterize demographic processes in one country were chosen: dynamics of population size, birth rate, life-span, sex-age structure of
population. The following terminology was used:
Reproduction of population is the process of alternation of generations as a result of births and deaths. It consists of two demographic processes: birth rate and death rate. It is estimated by indicators of the mode of population reproduction.
Birth rate is ratio of the total number of children born alive, to
the total population size throughout concerned period in per mile on
1000 people, ‰.
Cumulative birth rate (CBR) is an average number of births for
one woman in hypothetical generation through whole of her life.
The number of women in childbearing age (from 20 to 40 years)
was also considered as one of the important indicators of demographic potential of the population.
Methodology of birth rate analysis presupposes usage of "breeding
potential" notion. Breeding potential is potential possibilities of birth
in the existing demographic structure of population.
Demographic aging is increase of the number of elderly and old
people in total population size. It is estimated by the coefficients: ratio of the number of people in the age 60 years and older (or 65
and older) to the total population size, presented in percent.
Life expectancy at birth is the most important overall index, which
characterizes possibility of long and healthy life of population of the
country. It describes average time of the forthcoming life of a person
starting from zero age.
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4. Analysis of the Demographic Processes in Kazakhstan
Modern demography situation in republic is successful enough.
Starting from 2000-s it is characterized by stable positive dynamics of
growth of population size mainly due to stable natural increase.

4.1. Birth Rate Analysis and Estimation of Its Influence on
Population Reproduction in Kazakhstan.
According to natural and economic potential Kazakhstan is characterized as agrarian-industrial country. Agrarian sphere of the country
is concentrated mainly in rural area and for its steady development is
needed domiciled population capable of farming.
The part of population size of rural area was nearly 60% in 1960
in Kazakhstan, total birth rate was 41.7. Birth rate of city population
was 31.6. In 2013 the part of rural population decreased to 45.1 %,
birth rate – to 32.0. Birth rate of urban population also decreased –to
22.4. This data shows that birth rate decreased during last half of a
century in Kazakhstan, mainly in rural area which is determined by
the following factors: low living standards in the rural area where the
most part of the population is not provided with steady job; bad supply with institutions for children; poor supply with healthcare and educational institutions; underdevelopment of the whole social infrastructure etc.
Analysis of the structure of urban and rural population according
to the age groups has shown that in rural area part of children aged
0-14 years is bigger than in the city. In the structure of urban population prevails group of people in the age capable of working –
15-64 years, which is the result of increase of migration flow from
the village in search of steady working place and/or professional
growth (table 1).
Rural population continues to play certain role in the preservation
of demographic growth of population. In general, birth rate in rural
area remains mostly high. It can be explained by the moral traditions,
according to which big number of children in the family is approved.
Changes that happened and still happen in the economy and society of Kazakhstan during the last two decades have influenced the
change of birth rate. Great influence on these changes was made by
the worldwide tendencies of demographic processes, change of the
family model.
However, national specifics of the current processes are still preserved in Kazakhstan. For Kazakhstan population reproductive behavior, based on such factors as need in children and estimation of certain social and economic situation of the family is typical. It can be
supposed that economic motives play an important role for
Kazakhstan people, where more than half of which are characterized
by low living standard (Figure 2).
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<Table 1> Structure of urban and rural population of Kazakhstan according to age groups from 1999 – to 2013 years, %
Age Groups
Urban population, total
Including in the age of:
0-14 years
15-49 years
50-64 years
65 years and more
Rural population, total
Including in the age of:
0-14 years
15-49 years
50-64 years
65 years and more

1999
100.0

2006
100.0

2010
100.0

2011
100.0

2013
100.0

25.33
55.10
12.04
7.53
100

21.74
57.27
12.57
8.43
100

21.43
57.58
13.68
7.31
100

21.88
56.73
14.32
7.07
100

22.41
55.88
14.68
7.03
100

27.44
55.06
10.43
7.07
and calculated according

27.54
27.68
53.96
53.38
12.22
12.86
6.28
6.08
by the data (DYK, 2013).

27.94
52.73
13.32
6.01

33.09
51.10
10.11
5.71
Note – the table composed

Reasons of low birth rate
Economic:
Lack of finance: low money income, absence of steady
income
Absence of work, unsteady employment, self-employment

Moral, psychological and social:
Unsteady marital status, broken family or civil marriage
Career interests of women: desire for career growth, raise of educational and professional
level

Forced pre-term return of recently confined woman to work
Uncertainty in the following day
Housing problems

Difficulties with arranging of children into preschool institutions
Unsatisfactory work of preschool institutions
Dissatisfaction with work of healthcare institutions on maternity and childhood protection

Other reasons

Insufficient level of development of childcare services
Poor health of women and/or children
High workload of women with household duties
Other reasons
<Figure 2> Reasons of Birth Control in Kazakhstan

Analysis showed that economic motives dominate when deciding to
have children and are usually contradictory to moral and psychological and social motives. That is why it is necessary to make conclusion that in conditions of unsteady economic growth in Kazakhstan
reproductive potential cannot be fully realized. In order to avoid possible birth rate reduction in the nearest future it is necessary to use
stimulus for positive effect on the birth rate in demographic policy.
Most of the scientists and practical men (economists, demographers,
sociologists) who study the problems of population and demographic
policy consider arrangements of financial birth rate stimulation
(different kinds of aids for families and children, its enlarging) cannot
solve the problem of low birth rate. The experience of a number of
countries indicates that financial aid for families with children leads
only to insignificant and short-term effect. However, it is undoubtedly
that quality and living standard have great influence on the tendencies
of changing birth rate level.
One of the important reasons of birth rate decrease in Kazakhstan
is housing problem. Low level of income does not enable most part
of the population to buy or build housing, which has negative influence on the birth rate. Young families, as a rule, cannot get access
to the housing market without financial aid. That is why one of the
most important directions of housing policy in Kazakhstan is support
of young families with improvement of living conditions. Solution of

housing problem for most of young families, to my mind, is more
effective and high-speed action for birth rate stimulation, rather than
financial aid to the families with children.
Analysis of the world experience of demographic policy, particularly in France, has shown that today this country preserves one of
the leading positions in Europe in birth rate level. The main principle
of French family policy is the guarantee of living standard, sufficient
for all families, regardless of the size and social class. For today,
France presents its family support policy as a policy of war against
poverty. Adopted in France family code contains laws concerning protection of motherhood, according to which were brought in social
premium for all parents having many children, maternity leaves etc
(PPFM, 2006). Nowadays in France exists state "Big family" program
meant for families with many children. The program proposes financing and tax remission for these families. Every following child decreases taxable base; families with four children practically do not
pay taxes at all. The benefit spreads over all the people regardless of
family income.
State support of families with children is one of important constituents of family policy of any European country. Analysis of successful experience of European countries is very important for
Kazakhstan, especially now –on its way of the search for the best
system of family support. From experience of foreign countries in
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Kazakhstan the "Fund of generations"program is accepted. Within the
framework of this program, for example, in 2012 the Center of extracorporal fertilization (CEF) was opened in Petropavlovsk, which has
greatly extended opportunities of birth rate growth on the region – to
5-6 % (Kuanganov, 2012). According to the economists, costs of the
state on economic stimuli of the "Fund of generations" program do
not exceed 600 million USD on every additional million of people of
population growth (Kuanganov, 2012).
Transitional type of reproduction of population was typical for
Kazakhstan, and it has shown lower death rates as compared to birth
rate, unstable birth rate indicators, increasing migration mobility, transition from families with many children to families with one child.
As a result of taken by the state steps, starting from 2001 population of the republic entered the regime of extended reproduction,
which is characterized by the increase of every generation entering
life as compared to the number of passing generations. There progressive type of sex-age structure has been established and its absolute number grows. Yearly indicators of population growth rate are
unstable, from 1.1 to 2.6 %. They are presented in the following
Table 2.
<Table 2> Population Growth Rate in Republic of Kazakhstan years
2005-2013, %
Years
2005 2006 2007 2008 2009 2010 2012 2013
Indicators of
100.95 101.16 101.13 102.63 101.39 101.50 101.42 101.42
growth
Note - the table composed and calculated according by the data
(DYK, 2013).

In general, this tendency can be called positive, as there is observed steady natural population growth.

4.2. Life Span and Aging of the Population
According to the experts’ evaluation, population is aging, when the
number of elderly people older than 65 years exceeds 7.5% of the
total number of population.
According to statistics, in Kazakhstan in early 1999 the number of
people in the age of 65 years and older was 6.7% of total population
number; in 2008 –7.8%. At the same time, due to the increase of the
standard of well-being the number of children in the age incapable of
working increased from 25.8% in 2008 to 26.8% in 2013.
Accordingly, the number of people older than 65 years began to decrease in 2013 – 6.6% (Table 3).
According to the estimation of demographers, there is a tendency
of the aging of population of the country in Kazakhstan. From the
Table 3 it can be seen that there is a big part of able-bodied population, which preserves due to high birth rate in 1950-1970.
However the part of the able-body population will pass into the
group of people older than 65 years in twenty years. These are the
leading features of the aging process in the future. Demographers predict that the part of the people older than 65 years can reach 11.5%
in 2013 in Kazakhstan.
Reasons of aging of Kazakhstan population were: decrease of birth
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rate in 1990-sas a result of economic crisis; high death rate, especially among able-bodied men; insignificant but steady growing life
st
span in the last decade of the 21 century.
<Table 3> Distribution of population of Kazakhstan according to age
groups at the beginning of the years 2008-2013, in %
Categories of people

2008

2009

2010

2011

2012

2013

All population

100.0

100.0

100.0

100.0

100.0

100.0

Younger than
able-bodied

25.8

25.9

25.9

26.1

26.3

26.8

Including people at the
age:

Able-bodied

64.0

64.3

64.2

64.0

63.6

63.0

Older than able-bodied

10.2

9.8

9.9

9.9

10.0

10.1

Older than 65 years

7.8

7.1

6.8

6.6

6.5

6.6

Note - the table composedand calculated according by the data (YBS,
2014, p. 19)

This factor experts more pressure on items of expense of national
budget and economic load on able-bodied population. Decrease of the
amount of able-bodied population from the perspective of state revenue means decrease of tax receipt into the budget. At the same
time, the number of children and retired people who get social aid
from the state will increase. These tendencies will develop concurrently for a long time.
In this situation the state will be forced to increase taxes and to
rise retirement age for men and women. Thus, according to the
forecasting, the part of able-bodied citizens of RK in the age group
from 25 to 64 years can decrease from 51% in 2013 to 42% in
2030 (Suvorov, 2013).
Nowadays every able-bodied person in Kazakhstan ensures necessary standard of living of one incapable of working (child or retired).
By 2030 this ratio can increase and will be 1 to 1.5. This will mean
that the load on the able-bodied population will be 50% more than
today.
At the same time it is necessary to note that the aging process is
not only negative phenomenon, as it greatly explains increase of life
span. Life span of population grows under the influence of improvement of social and economic conditions, increasing of quality of life,
and positive dynamics of health of the people. One of the main features of welfare of the people is life expectancy at birth. Evidently,
the higher life span of the person is the bigger contribution one can
make into the development of the society (Table 4).
The average healthy life expectancy is an integral index which is
influenced by the level and the structure of death rate and level and
structure of sick rate. On the current stage elderly population plays
an important role in social and economic life of population of
Kazakhstan.
The growth of life expectancy at birth and increase of the part of
elderly people require changing pension policy of the country, particularly in April 2013 the state government approved a bill on raise of
retirement age for women to 63 years. These proposals were made
because life expectancy at birth for women in future will exceed life
expectancy at birth for men (Table 5).
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<Table 4> Life expectancy at birth in Kazakhstan, years 2006-2013, in
years
Indicators

2006

2008

2009

2010

2011

2012

2013

All
population

66.1

67.1

68.4

68.5

69.0

69.6

70.5

men

60.5

61.9

63.5

63.6

64.2

64.8

65.8

women

72.0

72.4

73.2

73.4

73.8

74.3

75.1

Particularly:

Note – the table composed and calculated according by the data to the
source (YBS, 2014, p. 17)
<Table 5> Predictable life expectancy at birth for men and women in
Kazakhstan, years
Indicators

1950

1980

2000

2010

2020

2040

Men

50.2

60.4

59.1

63.6

65.3

69.7

Women

60.6

70.9

70.4

73.4

74.8

77.7

Note – the table composed and calculated according by the data to the
source (WPP, 2012).

From the data in Table 5 it is seen that life expectancy over the
last more than 60 years has been increased both for men and women
for more than 10 years. Nevertheless, gender difference in this indicator shows more than 10 years in women’s favor. According to
the predictable calculations of the UNO, dynamics of the survival
years for people older than 65 years in Kazakhstan has a tendency to
increase, though, it considerably yields to European and American indexes (Table 6) (WPP, 2012).
<Table 6> Predictable dynamics of survival rates for people older than 65
years, years
Indicators

2005

2010

2020

2040

Kazakhstan

12,9

13,8

14,6

16,0

Great Britain

17,1

19,3

20,1

21,6

USA

18,1

19,3

20,1

21,7

Japan

20,7

22,0

22,8

24,3

Note – the table composed and calculated according by the data to the
source (WPP, 2012).

Analysis enables to single out the following specifics of demographic development:
- Intensity and nature of demographic phenomena are not changeable directly after the changing of economic conditions. It takes some
time, during which the standards of demographic behavior are formed;
- The growth of financial welfare of population and other results
of economic reforms lead to deliberate birth rate regulation;
- Demographic development of the country is influenced by specifics of age structure of population or changing of the interval between
births. These are the indexes of birth rate intensity, average life span,
irrational, undesirable, uncontrolled migration volumes, statistic of
marriages and divorces.
The research enables to single out the following demographic problems of Kazakhstan considering its industrial and innovative development:

- The high infant mortality is preserved on the background of increasing birth rate;
- High death rate among able-bodied men which three times prevails over the death rate of women of the same age category is observed;
- Is achieved slightly increasing life expectancy at birth, much
shorter in men than in women;
- High demographic load is formed, that is the number of people
in the below and above able-bodied age for one thousand of
able-bodied people;
- The low housing and employment of rural migrants is preserved
in the cities.
To improve demographic situation in Kazakhstan and to solve the
existing problems it is necessary to enhance demographic policy. Its
main objectives have to be stimulation of reproductive activity of
population stimulation of optimum birth rate; death rate decrease; increase of life span; aid for women with children; healthcare reinforcement and protection; regulation of inner and outer migration.
The courses of demographic policy should be reconciled with other
spheres of social policy: income and emoluments sphere, education,
house building, healthcare, employment, culture, youth, family and social protection of people.

5. Conclusions
New course of economic policy of Kazakhstan is oriented to industrial and innovative development in conditions of global challenges
and demographic trends demand improvement of demographic policy
capable of supplying the development of national economy with skilled workforce.
For Kazakhstan, where the density of population is low the objective of state importance is achievement of expanded reproduction
of population. To avoid demographic crisis it is necessary nowadays
not only to preserve the established level of reproduction of population but also to take measures to improve it. Active demographic
policy, oriented to families with many children, is needed for the basis of demographic growth.
Guidelines for improvement of demographic policy of Kazakhstan
are given considering the priorities of national policy development.
The following is proposed by the authors as directions and necessary
actions of demographic policy:
1) For the improvement of institutional basis of demographic policy it is necessary to:
- work out the concept of demographic policy of Kazakhstan till
2025;
- work out and adopt the state program of demographic development;
- work out and adopt the law of the land on "Guarantee of family
and children support". According to this law there must be established the guarantee system on: financial aids; paid leaves; tax remissions; housing benefits (aid, loans); benefits for retired people;
free and qualitative healthcare services for mothers and children; guarantee of availability of nursery pre-school institutions; benefits for ed-
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ucational and healthcare services for families with children, etc. Such
like system will make life more predictable and will let the most part
of the young families to take more free and responsible decisions
concerning childbirth.
The law should also provide for step-by step cost increase on family and maternity aid (1.5% till 2020 year and 2.5% till 2025 year).
2) It is necessary to implement healthy way of life (according to
the experience of foreign countries the scale of the influence is 15-25
years of the growth of life expectancy), improvement of quality of
healthcare service, increasing of its availability, especially in rural
area, reinforcement healthcare protection. It will enable to ensure the
following death rate decrease; life span increase, especially men,
whose working and mental potential is the basis of innovative activity
of population.
3) The measures on active life span increase and containment of
physical aging are proposed. Particularly: development of biomedical
knowledge and innovative technologies, oriented towards containment
and reversion of the aging; creation of research institutes, which will
study the mechanisms of aging and development of anti-aging technologies; creation of specialized commercial companies for forestalling
development of anti-aging technologies; development of the "Road
map of the aging studies" creation of the centers working on the
problems of aging prevention.
4) Measures on stimulation of the optimum berth rate and help for
women with children are needed. These measures include: stimulating
measures on family consolidation; increase of availability and quality
of healthcare for women and children; development of maternal certificate problem; increase of financing of infertility treatment, including
usage of extracorporal fertilization technologies; modernization of
nursery clinics and hospitals, kindergartens and nurseries.
5) Measures directed at the change of value orientations of the
youth and increase of their reproductive activity, strengthening of
family relationships.
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A Model of Innovation Development of the National Economy of Kazakhstan
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Abstract
Essence, need and features of national innovative development
model of Kazakhstan is proved on the basis of analysis of various
research approaches to realization of the modernization that exist in
the world economic theory. The dual effect from state activating the
innovative activity is found and the model of state innovative policy
realization is offered for modern conditions. It based on a combination of two main elements of innovation macro: human development
and the business sector. The necessity of building a clear vertical science and engineering, coupled with an effective mechanism of investment for the development of the business, particularly the industrial
sector. It described the process of industrialization of innovation, defined topical areas where it is first necessary to introduce innovative
forms of management and governance.
Keywords: National Economy, Competitiveness, Modernization,
Innovation, Innovative Industrialization, State Innovation
Policy.

1. Introduction
The main problem of development of competitive economy is to
ensure self-sufficiency and integrity of the national economic system.
The central link in this system is a state whose policy is aimed primarily at providing integrity, and the result will be formation of a
competitive economy.
Major factor in effective functioning of economy in current circumstances is forced modernization and innovation. For Kazakhstan,
the diversification and competitiveness of the economy - a difficult
task - notes the leading local economists - given the degraded state
of the manufacturing industry and agriculture, science and technology
capacity, extremely low levels throughout the system infrastructure
and service quality. The country will not only organize the production
of new products, to take measures to improve quality and lower prices, and radically modernize its economy [1, p.
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In Kazakhstan the policy of accelerated modernization was defined
when the contradictions clearly manifested. The concept of
"sustainable growth" has been added to the next purpose - to be
among the 50 most developed countries in the coming decade. The
implementation of these objectives in the short term is complicated
by existing at that time the conditions: for example, type and condition of the institutional environment. Today's innovative modernization has some other motive, and the trend of implementation. This is
due to the global economic crisis and the problem of formation of an
innovative economy for Kazakhstan is an objective necessity, a condition for the country's new growth path.

2. Literature Review
The proposed approach to the implementation of innovative development is intended to contribute to the development of a forward
strategy of modernization, innovative development and higher competitiveness of the national economy. It is based on the use of evolutionary and institutional approaches to the study of the problems of
implementing an effective innovation policy. General theoretical basis
for research in this area are the classic works of famous authors: A.
Smith («The Wealth of Nations», 1776) [2], A. Marshall («Principles
of Economics», 1890-1891) [3], J . Schumpeter («Theory of
Economic Development», 1911) [4], Jean-Baptiste Say («Treatise of
Political Economy», 1803) [5], as well as the work of prominent
Western scholars of the later period R. Solou («Economic growth and
the structure of long-term development», 1994) [6], P. Drucker («The
Effective Executive», 1966) [7], R. Kaplinsky («Spreading the gains
of globalisation: what can be learned from value chains analysis»,
2000) [8].
An interesting approach is shown to the role of innovation in the
development of industrial societies: Alain-Marc Rieu («Innovation today: the Triple Helix and research diversity», Rieu Triple Helix,
2014) [9], the problem of intellectual capital as a factor of growth
intransition economies rise in the works Statsenko, L. Bozhko, G.
Prause, V. Ireland («Critical issues of intellectual capital theory in
transitional countries», Glob Bus Perspect, 2013) [10], as research
which interest related to the formation of innovative systems in the
form of sustainable development by Tohru Morioka, Osamu Saito,
Helmut Yabar («The pathway to a sustainable industrial society – initiative of the Research Institute for Sustainability Scienceat Osaka
University», Sustainability Science, 2006) [11], implementation of innovation policy and research programs investigated by Krzysztof
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Mieszkowski, Marcin Kardas by the example of Poland («Facilitating
an Entrepreneurial Discovery Process for Smart Specialisation»,
Journal of the Knowledge economy, 2015) [12].
A great contribution to the theory of global innovation made
Russian school, in the face of N.D. Kondratiev, Y.V. Yakovets, L.I.
Abalkin («Big cycles conjuncture and the theory of foresight», 2002)
[13], Y.Kurenkov, V.Popova («Сoncept of competitiveness and its
evolution. The competitiveness of Russia in Global Economy», 2001)
[14], M.I. Gelvanovsky («Competitiveness in micro, meso, macro-level
measurements», 1998) [15],I.V. Pilipenko («Сompetitiveness of countries and regions in the world economy: the theory, the experience of
small countries in Western and Northern Europe», 2005) [16], O.S.
Sukharev (Economic policy. Problems of theoretical description and
practical implementation, 2007) [17].
Significant influence on the formation of the author's position had
the works of Russian scientists in the field of formation of the concept of a harmonized development of the economy of Kazakhstan.
They are: M.B. Kenzheguzin («Conceptual bases of formation of the
Kazakh model of sustainable economic growth», 2005 [18]
«Transformation of the economy of Kazakhstan: results and prospects», 2002) [19], W.K.Baimuratov («Problems of competitiveness of
the national economy in the context of global trends», 2008) [20],
F.H.Dnishev («Technological modernization of Kazakhstan in conditions of globalization», 2013) [21], R.T.Dulambayeva («Innovative
development of the national economy in modern conditions», 2011)
[22], and others.
In domestic economic literature researches on adaptive adjustment
of conceptual, terminological apparatus address the problems of innovative development, identifying ways to implement this process in
Kazakhstan through a particular model of economic policy. There are
different points of view to determine the nature of the processes of
industrialization, innovation, in the fields and forms of
implementation. The results in the classification of new factors influencing the effectiveness of the government's economic policy for the
implementation of industrial and innovative processes. This vector all
clearly indicated a tendency to strengthen the convergence of
Kazakhstan and Western points of view. However, innovative processes in Kazakhstan have their own characteristics and complexity.
Developed entrepreneurial sector lacks in country and the concentration of capital is mainly in the mining sector and in the sphere of
circulation. In this connection, what role public policy to enhance innovation processes more updated. Today Kazakhstan is very important
to determine the correct approach to the development and implementation of a model of innovation and industrial development.

3. Methodology
Theoretical and methodological basis of the study served as the research scientists of the CIS countries, Kazakhstan economists, as well
as the laws and regulations of the Republic of Kazakhstan.
During the study, there was a need for the formulation of a number of definitions, disclosure of their contents, changing the approaches to reform, as well as adjusting their targets. Thus, the in-

novative component is a whole segment of the economy, with its
own
infrastructure,
development
institutions,
intersystem
communication. The approach to the study of the same system must
be using a wide range of methods of scientific analysis. As a general
scientific methods of research used dialectic, abstraction, systemic and
situational approach, empirical and theoretical and analytical methods,
logic modeling.
For applied research used classification, grouping, methods of economic and statistical analysis, analysis of the dynamics and structure
of the innovation process, scientific logic and prognosis.

4. Results
Problems of innovation in our country actualized since independence, the transition to a market economy framework. In the 90
years of reform processes, modernization of the national economy
were innovative phenomenon. Universally accepted definition of social
and economic modernization in the literature yet. There was a general
approach according to which modernization is the transformation of
something taking into account the new requirements. The process of
modernization is an objective process. In modern conditions the pace
is largely determined by the activities of the State, and covers all aspects of society, including the economy, politics, social sphere. And it
allows to define the concept of "modernization" as a socio-economic
form of qualitative transformation of society. In conditions of the crisis approach to the implementation of reforms and changes reflected
in the emphasis on innovation component in the reform process. As
part of the definition of self-sufficiency economy can be an innovative social and economic modernization described as the process
of achieving adaptability, resilience of the national economy negative
influences of the environment. Constantly adapting, changing, the system is functioning in the mode of modernization acquires the properties of integrity, and hence competitiveness. The main directions of
this process are the progressive structural changes capable of ensuring
the competitiveness of goods and services, improvement of the institutional structure, to create incentives for the development of a competitive environment, human capital formation, the further development
of the social sphere and the public sector.
Regarding the methods of modernization in economic theory has
developed several research approaches. Traditional neoclassical concept
in the 80s known as the Washington Consensus. It based on liberalization, macroeconomic stabilization, privatization.
The second approach suggested an evolutionary economic theory,
which originated from the theory of economic development of Y.
Shumpeter, now the most famous in the interpretation of R. Nelson
and S. Winter [23, p. this approach, new laws and institutions will
only be effective if they are ripe, and rooted in society, not simply
been imposed upon him. the different ways of reforms in different
countries can’t be tailored to the unified theory. Proponents of this
approach are not going to say about transition, but the
"transformation".
In the last decade in the "mainstream" economics has entered a
new institutional theory of applying neoclassical methods to the anal-
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ysis of economic and social institutions. The focus is given to the
qualitative transformation of the specification of property rights, which
in conditions of competition are able to offset the costs associated
with inefficiencies in other institutional and structural reforms.
The fourth area is conventionally called the "dirigiste". roponent of
this trend here was the chief World Bank economist Joseph Stiglitz.
A necessary condition for accelerated modernization is to increase the
state's role in the regulation of socio-economic processes. is a qualitative improvement of the public intervention, the coherence between
economic policies at all levels, achieving a uniform orientation of
measures taken by government, business and society., p.
Innovative modernization is a transformation of socio-economic
structure of society, the transition from one system to another model
of development. Methods of implementation vary depending on the
basic conditions for economic development. main approaches are a
liberal (bottom-innovation, the result of the interests of economic entities) and dirigiste (innovation from the top, initiator is the state).
During the development of public policy in this area must take into account the differences between the innovative development of
Kazakhstan's and foreign practices. While in developed countries, innovation is an immanent part of the business sector, in Kazakhstan
the mode of production of the national system does not involve a
commitment of private capital to innovation. is due to the fact that
entrepreneurship is concentrated mainly in the sphere of circulation
(commerce, banking) and the mining sector, which have to restrict in-
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novation because of its specificity. real sector, which is the basis for
large-scale innovation, is underdeveloped in Kazakhstan.
But in condition of globalization, innovation is an objective necessity, and this process may involve only the state. In turn, an active
innovation policy is an essential condition for economic diversification, which leads to the formation of a competitive innovative
economy. However, intensification of innovative activity of the state
leads to a dual effect: on the one hand, this position is an objective
necessity of the state, on the other hand, the active state of innovation in the private sector contribute to the loss of the innovative
business skills.
However, in modern conditions the positive effects of innovation
under the influence of the state, in our opinion, will exceed the negative effects of government intervention in these processes.
Thus, there is an active role of the state in the formation of a
competitive innovative economy in R. K. National innovation policy
will be effective in the case of a system to ensure the relationship of
the two main areas: strengthening the human potential and development of innovative business sector type. In other words, between
these elements is necessary to ensure a close relationship, without
which the innovation policy of the state is inefficient (Figure 1).
In this case the priority is to enhance the human factor,
i.e.creation of intellectual nation. This implies the development of education, science, basic and applied research, which is the basis for
the development of innovative business sector.

<Figure 1> Model of formation of innovative national macrosystem
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With this in mind can be defined as a state innovation policy is a
policy aimed at creating a competitive economy through the provision
of innovative type relationship the two major elements of innovation
macro: human development and the business sector.
This means that it is necessary to build a chain of science and
engineering, coupled with an effective mechanism of investment for
the development of the business sector. This is an innovative
industrialization. The country needs to build and develop the industrial sector, which in turn will generate innovation.
Engineering is a collection of works of applied research, including
feasibility studies, the necessary laboratory and experimental refinement technologies of industrial elaboration and follow-up services and
advice. Thus, engineering is necessary coherent link in the chain of
scientific results. Only a clear alignment of the vertical linking science and engineering, given sufficient funding will allow for innovative full-scale industrialization. And they need to be for
Kazakhstan to develop and implement in basic industries: oil and gas,
petrochemical, mining and energy, ferrous and non-ferrous metallurgy,
telecommunications, transport and transport infrastructure, agriculture,
etc.
In every industry Engineering has three main components:
- Engineering basic technological processes (basic techniques);
- Engineering process automation;
- Engineering IT-security processes and businesses.
For innovative industrialization requires a balanced amplification of
all three main components, which is the most urgent task of the industrial development of Kazakhstan's economy.
Kazakhstan has sufficient objective prerequisites innovative
industrialization. It is well known that any new economic order based
on the existing basis of development of the country. Here it should
be noted that raw material orientation of the current economy of
Kazakhstan is not a real obstacle to innovation industrialization. On
the contrary, the presence of rich natural resources can be a key factor in the success of innovative industrialization.
The list of its own technology and the structure of the industry
concentrated in any country reflects its achievements in science, education, culture and social structure. The success of the industrialization of Kazakhstan and the transition to an innovation economy will
determine its place in the new world order. In the context of current
geopolitical developments and trends in the global development of the
world economy of Kazakhstan in the transformation of the country
from technotronic innovative economy is a major factor in strengthening the independence. Modernization and development of the basic
branches of industry, in combination with the generation of high-tech
innovation as an engine for development, is one of the keys to ensure the prosperity of the country.
Innovation aspect of development is objective need for Kazakhstan.
otherwise, being influenced by such circumstances as the lag in technological plan, the availability of the national benefits of the resource
type (territory and natural resources), lack of competitiveness of domestic products Kazakhstan may lower its economic security.
Today, according to the report World Economic Forum's "Global
Competitiveness Report of 2013-2014" Kazakhstan takes the 50th position, while it held in 2006-2007 - 61, 2008-2009 - 66, 2009-2010 -

67 position, 2010-2011 - 72 position.
At the same time the position of Kazakhstan in "innovative capacity" section tend to be lower. So, if in 2013 we took 84th place,
in 2014 -85. Particularly noticeable deterioration of Kazakhstan's position in this area in terms of technological readiness, which reflect the
innovation and industrial component of the country's development.
Thus, according to this indicator Kazakhstan went down to the 4 position with 57 seats in 2013 to 61 in 2014. The significant gap figures show the use of technology at the enterprise level: 78 positions
in 2013 to position 90 in 2014 [25].
According to the Global Innovation Index on the results of 2013
Kazakhstan took the 84th place in the world, while in 2012, our
country was on the 83 place. The Global Innovation Index is calculated as a weighted sum of the scores of the two groups of indicators: the resources and conditions for innovation and achieved
practical results of the innovation [26].
Despite the fact that the dynamics of the innovative activity in the
country has a positive trend in recent years (see Figure 2), this figure
is generally quite low [27].

<Figure 2> The level of innovation activity of enterprises in Kazakhstan
for 2003-2013, %

In comparison, the level of innovative activity in the USA is
about 50%, in Germany - 79.3%, in Sweden - 60%, in Finland 58% (Figure 3) [28].

<Figure 3> The innovative activity of enterprises in the context of
countries in 2012, %

The development of innovation is directly dependent on funding.
Increased funding of science to the level of not less than 3% of
GDP is the key to the creation of new high-tech industries. In this
regard, one of the main directions of the state policy in the field of
science should be the establishment and improvement of mechanisms
of R & D funding. Countries such as Korea, Israel, Finland, Sweden,
Japan, Denmark, Germany, Austria, the United States, who are at the
stage of development of innovative economy proved this need.
In these countries, there is an annual increase in funding of basic
and applied research, accelerated development of innovations by
promoting the integration of science with the private sector, all possible
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<Table 1> The share of expenditure on R & D of GDP by country, %
Year

Country

2004

2005

2,68
3,99
3,45
3,58
3,13
2,48
2,5
2,24
2,49
2,16
1,86
0,85
1,23
1,15
0,25

2,79
3,01
4,15
4,22
3,48
3,48
3,56
3,68
3,31
3,41
2,46
2,48
2,51
2,54
2,46
2,44
2,51
2,55
2,11
2,11
1,83
1,86
0,93
1,13
1,32
1,39
1,07
1,07
0,28
0,24
Note - Compiled by the

Korea
Israek
Finland
Sweden
Japan
Denmark
Germany
Austria
USA
France
Belgium
Estonia
China
Russia
Kazakhstan

2006

2007

2008

2009

2010

2011

2012

3,21
3,36
3,56
4,52
4,4
4,17
3,47
3,7
3,94
3,43
3,7
3,62
3,46
3,47
3,36
2,58
2,85
3,16
2,53
2,69
2,82
2,51
2,67
2,71
2,63
2,77
2,82
2,08
2,12
2,27
1,89
1,97
2,03
1,08
1,28
1,41
1,4
1,47
1,7
1,12
1,04
1,25
0,21
0,22
0,23
author based on sources [10,11]

3,74
3,97
3,9
3,39
3,25
3
2,8
2,8
2,74
2,24
2,1
1,62
1,76
1,13
0,15

4,04
3,97
3,8
3,39
3,38
2,98
2,89
2,77
2,76
2,25
2,21
2,37
1,84
1,09
0,16

4,36
3,93
3,55
3,41
3,35
2,98
2,98
2,84
2,79
2,29
2,24
2,19
1,98
1,12
0,17

<Table 2> The dynamics of domestic expenditure on research and development in the Republic of Kazakhstan by types of ownership for 2004-2013, thousand tenge
Type of ownership
1

2004
2

2005
3

2006
4

2007
5

2008
6

2009
7

2010
8

2011
9

2012
10

2013
11

All

14
579
835

21
527
364

24
799
866

26
835
525

34
761
607

38
988
738

33
466
817

43
351
644

51
253
087

61
672
657,9

State ownership

9
022
280

11
390
075

14
308
089

12
227
743

13
723
702

16
259
750

14
699
221

14
284
944

20
516
627

27
197
979,7

Republician ownership

8
987
624

11
288
733

14
248
895

12
195
053

13
670
179

16
113
232

14
610
376

14
207
015

20
419
814

27
070
943,7

Communal ownership

34
656

101
342

59
194

32
690

53
523

146
518

88
845

77
929

96
813

127
036,0

Private ownership

5
552
907

10
130
433

10
479
773

14
596
266

21
024
937

22
713
377

18
692
141

28
977
578

30
583
429

33
628
360,5

Ownership of non-state entities
and their associations

5
552
907

10
130
433

10
479
773

14
596
266

21
024
937

22
713
377

18
692
141

28
977
578

30
583
429

33
628
360,5

Ownership of enterprises without
state and foreign participation

3
761
789

6
724
067

7
593
228

10
679
874

15
949
721

17
719
015

14
239
348

24
404
438

24
358
257

25
526
655,0

Ownership of companies with
state ownership (without foreign
participation

1
705
722

2
471
677

2
153
369

3
493
104

4
239
416

3
944
351

3
746
971

3
912
672

4
890
810

7
120
764,0

Ownership of joint ventures
with foreign participation

85
396

900
697

667
228

380
694

788
716

1
050
011

686
241

629
068

1
334
362

980
941,50

Ownership of public, including
religious associations

-

33
992

65
948

42
594

47
084

-

19
581

31
400

-

-

Ownership of other states, of
their legal entities and citizens

4
648

6
856

12
004

11
516

12
968

15
611

75
455

89
122

153
031

846
317,7

Ownership of foreign legal
entities

4
648

6
856

12
004

1
790

4
968

5
000

61
605

74
122

139
614

846
317,7

Ownership of foreign individuals

-

-

-

9
726

8
000

10
611

13
850

15
000

13
417

-

Note - Compiled by the author based on the source [12]
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assistance to the establishment and development of the corporate sector of science, orientation of scientific and technological capacity to
address pressing economic and social problems (Table 1).
According to Table 1, these countries release of more than 3% of
GDP on research and development. While in Kazakhstan since 2003,
there has been decline in funding for science from 0.25% to 0.18%
(2013) of GDP. According to the R.K. Statistics Agency funding for
domestic expenditure on research and development is carried out by
the state (the national budget, municipal property), private sector
(non-government entities and their associations, including the state and
foreign capital, public and religious organizations) and the foreign
sector (legal and financial entities) (Table 2).
As can be seen from Table 2, for domestic expenditure on research and development of the state allocates more from the national
budget, these expenses compared to 2004 increased by 3 times. By
3.6 times increased costs of communal ownership.
In the private sector expenditure on research and development is
conducted mainly by the state owned enterprises, and without foreign
participation, in terms of funding followed by ownership of companies with state participation (without foreign participation). Ownership
of joint ventures with foreign participation and a variety of organizations are very small. Over 10 years funding of private sector has
increased 6 times.
Ownership of companies with state participation(without foreign
participation) as a form of public-private partnership in the field of
science, industry, does not generate sufficient cash flow (education,
health, sport, housing and communal services) became available in
2012 [29]. From 2004 to 2012 domestic spending on research and
development by the ownership of companies with state participation
increased 2.86 times. At the same time in one year, in 2013, compared with 2012, this index increased 1.5 times. However, the cost
structure of its share in the last 10 years, hovering around an average
of 10-11%.

Note: Compiled by the author based on the source [30].
<Figure 3> Dynamics of changes in the structure of domestic spending on
research and development by type of ownership in the Republic of
Kazakhstan for the period from 2004 to 2013, %

The foreign sector is represented by foreign legal entities and
individuals. Their funding of domestic expenditure on research and
development for the years 2004-2013 has increased 182 times from
4648 thousand tenge to 846,317.7 thousand tenge. The rapid growth
of investment by foreign entities began in 2010. However, in structural terms, this growth was not reflected much: in 2004 the share of

foreign sector was 0.03%, increasing in 2013 to 1.37%. Over the last
decade there has been some shift in the structure of domestic spending on research and development by type of ownership: government
funding decreased from 61.88% to 44.1%, due to growth in funding
from the private and foreign sectors, with 38.09% up to 54 53% and
0.03% to 1.37% respectively (Figure 3).
Today the situation is such that in the funding of innovative processes predominant role played by public funding. In Kazakhstan, innovations are primarily state with little participation of the private
sector and universities. A similar situation is observed in countries
such as Mexico, South Africa, Slovakia, Hungary, Poland and Iceland.

5. Discussion
Thus, the role of the state associated with the promotion of economic development. this role is filled with different contents depending on the model of modernization. Innovation involves the definition
of the top national priority at the highest levels of government and
major public investments in priority sectors, providing them with incentives and subsidies, giving them the accelerated development.
Active state intervention is necessary in the event that there is a
certain distrust of business and market forces. But it may well prove
futile when catch-up industrialization.
For innovative modernization bottom, enhance the role of the state
in this area is also necessary, but it should be directed to the improvement and development of market mechanisms. There are competition policy, regulation of lobbying activities, the maintenance of
information systems, transparency of business and other organizations.
The major direction, due to the economic functions of the state, is
a support for innovation and venture capital of business, focused on
the creation of new markets, new products, new technologies. Top
priority is an investment in science and education. All these areas are
focused on the development and promotion of private initiative.
An equally important function of the state is to eliminate the errors of the market. However, the important thing to remember is the
"failures of the state", indicating the inefficient activity of the state,
when the area of responsibility are blurred, the impact of the policy
is reduced, and correcting market failures creates new distortions.
Despite the external effects of public participation in the revitalization
of the state of modern conditions., p.p.680].
State enterprise may be considered as a way to prevent "failures"
of the market or promote economic development as a way to implement structural changes in public investment.
Consequently, the use of a particular model makes it necessary to
define the initial conditions and to properly assess the capabilities of
the methods and tools for the implementation of innovative processes.
The basic theoretical assumptions enhance the innovative development of national economy in order to increase competitiveness can be
considered:
1) absence of an element in the chain of evolutionary development
of competitive relations, and related difficulties;
2) of the tasks late industrial and post industrial development;
3) of the strategy of innovation and industrial development, which
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is also impossible without large-scale government intervention through
the establishment of the optimal structure of the economy, the formation of markets for knowledge, information and innovation.
Thus, the implementation of an innovative model of economic development because of the prevailing objective conditions in need of
increasing the public impact, as Kazakhstan will address a range of
socio-economic problems. The main means of implementing this type
of development are: structural changes, improvement of the institutional structure, human capital formation, further development of social sphere and the public sector.
One of the factors of strategy of innovative development is primarily institutional change. It is about adapting the skills, rules of conduct, relevant institutions and organizations of the new conditions of
development of technology, economy, social life, their ability to promote or hinder positive changes in the economy. difference in competitiveness of the states is largely due to the flexibility and variability of the institutions. peculiarity of the institutions is a slow
change. However, it is possible to accelerate the pace of development
and change. One of the reasons for the ineffectiveness of the reforms
in Kazakhstan is the imperfection of the institutional framework.
With the introduction of new institutional forms it is important to
consider their impact on the already existing institutions and the risk
of institutional gaps, with their rejection of the new rules [32,
p.34].In Kazakhstan, the formation of institutions actively initiated by
the state and based on the study of the economic environment.
Creating an institutional framework of economic reform in the modern
period is the solution of problems of increasing innovation activity of
the economy. most of the institutions in the developed world, created
by the state, are innovative. activities are aimed at improving the
competitiveness of business entities, and their adaptability to external
factors.
More specifically, the state innovation policy consists of three
components: government legal support for innovative projects, their financing, as well as the establishment of innovation infrastructure. the
latter part of the network of distribution centers of innovation, counseling centers, science and technology parks, business incubators, and
various innovation funds.
At the present stage fot activating of innovative processes need exploit the potential of business entities - companies.
We are talking about the need to respect a certain proportionality
of innovation and production areas. The innovation policy often ignores the fact that in the process of innovation the main subject are
enterprises. The national program of formation and development of
NIS terms the appearance of innovative companies paid little
attention. In the domestic economy, there are a small number of innovative companies, and there are not major economic entities in this
area.
According to the U.S. National Science Foundation, each invested
in research and development dollar company employing up to 100
people bring to the market is 4 times more innovative than companies with fewer than 1000 people. Terms of development of innovation in small structures up an average of 2 years and in large 4 years. the fact that the main potential scientifically industrialized
countries are concentrated in large companies, small and me-
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dium-sized companies have leading positions in the generation of innovations, and further develop and bring these innovations to consumers is provided by high specialization and diversification of the economy, based on the effective coexistence of enterprises of different
sizes.
Another significant factor that negatively describing the situation of
the national economy in the innovative development is the fact that
innovation in Kazakhstan is mainly done by attracting foreign direct
investment. the one hand, there are benefits in the form of acquisition
of new technologies, licenses, on the other hand this trend is the
country's dependence on foreign technological developments, reduces
the skills to innovate domestic business entities.
Thus, it is necessary to develop the forms of the revitalization of
the businesses that will strengthen their position, the needs and interests of domestic macrosubjects.

6. Conclusion
The specificity of Kazakhstan is that there is not only incomplete
stage of late industrial but also medium industrial development.
Therefore, innovative modernization should aim at the modernization
of the forced passage of these stages, and then out on the trajectory
of post-industrial development. The complexity of the problem requires greater state presence. this connection it is worth remembering
the state preferential loans in the structural policies of postwar Japan,
which has become a catalyst concentration of capital already in the
priority areas of business development. Also refer to the European
practice of "big projects".
The liberal approach can’t be recognized dominant even when the
modernization in developed countries, although the relationship between business and government can vary in favor of the first. And in
terms of post-transit economy, particularly the economy of
Kazakhstan, where a country has to solve more complex problems,
the traditional neoclassical prescriptions can be dangerous. Therefore,
the use of dirigisme is more preferably, preferably modernization
from above.
It is necessary to form a model of a competitive innovative economy based on a combination of two main elements of innovation macrosystem: human development and the business sector.
We are talking about the need to build a vertical science and engineering, coupled with an effective mechanism for the development
of entrepreneurial investment, especially the industrial sector. This is
an innovative industrialization. The country needs to build and develop the industrial sector, which in turn will generate innovation.
In this model engineering is necessary coherent link in the chain
of scientific results. Only a clear alignment of the vertical linking science and engineering, given sufficient funding will allow for innovative full-scale industrialization. And they need to be for
Kazakhstan to develop and implement in basic industries: oil and gas,
petrochemical, mining and energy, ferrous and non-ferrous metallurgy,
telecommunications, transport and transport infrastructure, agriculture,
etc.
Changing patterns of economic development should be linked to
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the setting of the public administration of the whole process of expanded reproduction, since the phase of scientific and technical training of reproduction to the final consumption. In this connection it is
necessary to strengthen the innovation-based growth factors through
the development of an effective mechanism for legal, tax, financial
support for innovation. This step is conducting a major structural reversal of Kazakhstan's economy in view of current trends in the
global economy. We are talking essentially about the need to develop
new industrialization strategy, designed for long-term implementation.
I must work the effect of "innovation multiplier", which will involve
a set of potentially possible scientific, technological and institutional
innovations that make the economy self-sufficient type is formed.
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Abstract
The aim of this study is to examine the level of innovative process and to reveal the essence of the cluster approach and indicators
of innovative development of regions. Keeping with the previous literature, the present study is determined by the novelty of the problem,
concerning the formation clusters as mechanism of transfer of innovations from the center to the periphery, as well as large specifics
of problems in our country in the framework of use of innovative
potential. The study employs method of monitoring of innovative
processes in regions; we use method of rating estimation of innovative competitiveness of the region, based on a complex of indicators characterizing the innovation potential of the region: innovative activity and innovative susceptibility. Based on this analysis
we have proposed to create clusters in regions, which can play the
role of translator’s innovations at the periphery of the country.
Keywords: Cluster, Innovation, Spatial Development.

1. Introduction
In the global innovation system has changed significantly, with increasing intensity of innovation and intellectual processes accelerate
innovation, developers and consumers become new members of the
innovation activity in the current era of globalization (Asheim and
Coenen, 2005; Granberg and Zayceva, 2002 Barmasheva et al. 2008).
There is importance of transition to the innovative way of development in order to strengthen the competitive position in the new technological environment. The transition to an innovative type of development is a priority of state policy, as evidenced by the adoption of
a number of legislative documents in many countries of the world.
* This study was supported by Institute of Economics of the Ministry
of Education and Science of the Republic of Kazakhstan
** Corresponding author and First author. Dr. Anel A. Kireyeva,
Institute of Economics of the Ministry of Education and Science of
the Republic of Kazakhstan.29 Kurmangazy, Almaty 050010, Republic
of Kazakhstan. Email: anele19@mail.ru
*** Dr. Nailya K. Nurlanova. Institute of Economics of the Ministry of
Education and Science of the Republic of Kazakhstan.29
Kurmangazy, Almaty 050010, Republic of Kazakhstan. E-mail:
n.k.nurlanova@gmail.com

However, in the process of transition to innovative economy there are
many obstacles, ranging from a significant backlog of technological
level of development of the CIS countries and to the unwillingness
of the part of management to radically restructure the approach to
doing business.
Innovative development of the economy involves the introduction
of innovations in production and technological processes, and management processes, organization, training. One of the new forms of organization, based on which you can perform combining scientific research and production are the clusters. An important task of cluster
policy is to create conditions for the introduction of new technologies
and re-equipment of industry. However, at the present time in the
CIS counties there is no single approach to the formation of clusters,
which explains the urgency of developing algorithms generate clusters
in the regions.
Important is the problem of the development and construction of
foundations of a theory of clustering. A significant impact on the content and structure of cluster concepts had a total economic theory, theoretical geography, and, more recently, interdisciplinary theory of sustainable development. The most important part of the theory of the development of regional research in the field of innovative development
intersects with many special topics of economic and social theory.
In the previous studies on the theory of the structure and the efficient organization of economic space based on growth poles, agglomeration effect, which can play the role of the mechanism of transfer of
innovations from the center to the periphery(Hagerstand 1966; Romer
1986; Krugman 1991; Keeble and Wilkinson 1999 Scott 1990).
In our opinion, the strategic plan of the formation and development of clusters must be identified so-called centers, the development
of which will be accompanied by a multiplicative effect for the innovation base of the territory. In this study we use the technique of
rating estimation of innovative competitiveness of the region, based
on a complex of indicators characterizing the innovation potential of
the region: innovative activity and innovative susceptibility. Innovation
activity and innovation susceptibility, as key variables involve the active orientation of enterprises for innovative development (under
which, in turn, refers to the constant improvement of the competitive
advantage of different types of innovations: technology, organizational,
marketing etc).
The present study is aimed to analyze the of the level of innovation process of national economy, and to develop new approaches of the formation and development of clusters in Kazakhstan
in the spatial context, to accelerate of innovations process from the
cities-centers to the underdeveloped regions, to introduce and to im-
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prove of new innovative products.
The study is divided into the following sections. The Section 2
proposes to consider the theoretical aspects of the formation of clusters from the center to the periphery. Section 3 sets the methods of
monitoring and ranking of the level of innovation potential in the regions of Kazakhstan. Section 4 is a concluding part.

2. Theoretical Aspects of the Formation of Clusters
from the Center to the Periphery
A constitutive element of this study of spatial development is a
complete overview of the previous works. Long ago the regional science conclusively showed that the spatial inequality emerges as an
objective effect of the competitive advantages concentration in certain
territories and lack of these advantages in others. There is an opinion
that established a stable consensus spatial development: it may not be
uniform. The economic geography has placed agglomeration, knowledge spillovers, regional economic growth and spatial context at the
center of its research (Feldman 2000). The basis of the idea by
Feldman: "the concept of location is defined as a geographical unit
that facilitates interaction and communication, the search for knowledge, and coordination tasks"(Feldman 2000,p. 373).The new regional
innovation economics it is argued that a stimulating and supportive regional environment facilitates their innovation activities causing their
productivity to differ systematically inter-regionally (Desrochers, 2001).
However, note that the external inputs are of paramount importance to
avoid blocking any innovation processes (Asheim andCoenen, 2005).
Today there are some basic directions of management of economic
development of territorial systems. We offer the following types of
the directions:
1) spatial development, which is based on a basis of search of the
best placement of competitive (advanced) production and the enterprises concerning sources of raw materials, energy, each other, and
also consumers within separate territories (Kireyeva andNurlanova,
2013);
2) complex development, which is based on formation of system
approach to management of areas with different levels of economic
development and functional status of the business within the territorial
units(Barmasheva et al. 2008);
3) point-innovative development, which is to review and dissemination narrowly spatial organization of innovative production in the
framework of interconnected territorial groups (Yespayev and
Kireyeva, 2013);
4) growth poles, the impact of which will lead to the maximum
return not only for the region but also in the whole country
(Kireyeva and Nurlanova, 2014).
The last direction is very important in the frame of our study, because we will try to expand this view. In our opinion, between centers and peripheries, there is always the mobile area semi-periphery,
which is less active, but when certain conditions of development can
assume the functions of the centre. Such a mechanism can work at
all levels - from global cities and large metropolitan areas to small
regional centers.

It should be highlighted that the diffusion of innovations from the
center to the periphery can be done in two directions according to
the theory of evolution:
- according to the system of the use of factors of the first nature,
i.e. wealth of natural resources, favorable geographical position, there
are little dependent on the person;
- according to the system of urban centers (from large cities to
smaller cities), i.e. in a spatial perspective for the entire country, including the periphery.
The first direction is development according to the system of use
of advantages which demanded by the market (oil, gas and other).
Including, a favorable geographical position, which reduces transportation costs and facilitates of transfer of innovations. All these factors affect the development of the regions in different combinations
and to different degrees (Granberg and Zayceva, 2002). In general,
this kind of development is very typical for many CIS countries, including Kazakhstan. For example, in our country the formation of
clusters follows the path of the planned allocation of industries (for
example, petro chemistry, metallurgy, textiles, and so on) and development of enterprises which will be supported by the state.
The second direction is development by the model of "core - periphery"(Kireyeva and Nurlanova 2013). This is model was originally
developed as geopolitical, and was used for analysis of the global
system. But now this model is used to address issues of spatial level
(Krugman 1991). Thus were laid the foundations of the scientific approach, which considers the formation of a regional system through
the organization of relations between the centre and the periphery.
Currently, the definition and analysis of the system from the center
to the periphery is a new and promising direction of research.
Because there are many others less developed regions, which require
assistance in the development of their potential. In particular, this system is new in the attitude of identifying innovative potential of the
regions from the center to the periphery.
Krugman (1991) considered that primordial uneven distribution of
production in the transition to the equilibrium leads to the formation
of agglomerations. The emergence of agglomerations he associates
with the concept of increasing returns to scale. Ultimately, uneven development of regions supports agglomeration of industrial activity
areas. Therefore Krugman (1991) proposed to create clusters not as a
fixed flow of goods and services, but as a dynamic structure based
on knowledge creation and innovation.
In our opinion, the center means the place where the generated
main driving forces of social, economic and innovative development,
while the periphery is the medium for the spread of these driving
forces.
Undoubtedly the decisive factor in the system of center - periphery
is innovative in nature. The higher innovative potential of the region,
the more attractive it becomes for investors, and therefore receives
additional resources for development.
We think that the formation of a comprehensive innovation policy
in the regions and the creation of a specific mechanism for its implementation will allow to create conditions for accelerated development, but also to reduce the gap between the center and the
periphery.
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In this case, it is important to note that the formation of clusters
should start from the centre. So, the center takes resource for development from the periphery, because only on this basis he is able to
innovate. As soon as the centre will be created and tested
innovations. These innovations are beginning to move towards the periphery, which corresponds to the stages of the diffusion (Hagerstrand
1966). Thus, the effective development of innovations characterized
by the formation of clusters based on a cascade of diffusion, i.e. the
movement from larger centers to smaller ones.
So, one should highlight the hypothesis that the formation that formation and development of innovative cluster structures should begin
from the centers (i.e. they will be played the role of translator’s innovations at the periphery of the country). This approach provides an
effective transformation of inventions into innovations, and innovation
in competitive advantages of the cluster.

3. Methods
Many studies in the field of methods for the assessment of the innovation system in the regions thus far only conducted a general
analysis of the state of the innovation sphere and collected information, and monitored of the possibility of using the experience of
developed countries to form their own innovative system of regions.
But in some studies there have been breakthroughs in the theoretical
explanation of the ways of innovative development, which quite convincingly explain the specifics of innovative activities from the point
of view of spatial development. (Ivanova 2002).
It should be noted that successfully used a new model of the innovation system and the formation of new approaches to the explanation of the processes of creation and broadcast of innovation,
corresponding to the current stage of development. Therefore, many
researchers conduct a synthesis of the methods and mechanisms occurring both in individual countries and in the world, and try to explain them (Scott, 1990; Keeble and Wilkinson, 1999).
We can highlight that the use of European methods in our practice
is complicated by the lack of relevant information (especially in the
spatial context), and the absence of the actual methods of their calculation in the context of the main components of the innovative
potential. So, in this study, taking into account the existing methods
of estimating, we have proposed a complex method of ranking, taking
into account spatial factors and sector conditions for regional
development. The basis of the proposed method is the calculation of
consolidated integral indicator of innovation attraction, which is
formed into account a number of special factors based on a complex
of indicators: innovative activity and innovative susceptibility.
One of the most successful examples of the formation of innovation clusters based on the established synergy within the same
region, is the experience of European countries, for example
Germany, Belgium, Hungary etc. The aim of cluster policies of
European countries (programs and other policy actions related to clusters) has not been "the formation of clusters", but rather the strengthening of dynamic synergy between cluster constituents and of the
conditions that enable innovation and competitiveness.
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For Kazakhstan, the cluster approach is a new mechanism of transfer of innovation from the center to the periphery. In this regard,
with the formation of clusters it is necessary to consider the large
number of factors and circumstances, to have full, accurate and timely information about the innovative processes in the territory.
Determining the direction of development of the regional system is
not a spontaneous concentration of a variety of technological innovations, and a rigorous oriented system of transfer of new knowledge and innovation.
In terms of policy implementation, there is a need for "smart specialization", building on centers of strength while also enabling new
growth areas to emerge), as well as more long-term, "investment-oriented" methods of financial support to clusters. Thus, groups that are
included in the cluster on the basis of vertical integration generate
not spontaneous concentration of the various technological innovations,
and system which oriented to transfer of new knowledge and
innovation. For example, the National Innovation Strategy (NIS) of
the Czech Republic from 2011 puts an emphasis on the developed
cooperation networks of enterprises, which facilitate the creation of
knowledge and capabilities for entrepreneurs across the value chains
not only in the high-tech companies, but also in medium tech and
low tech companies (TACTICS, 2012).
Thus, many European countries have policies to support innovative
clusters at the spatial level (NRW 2004). However, in this current
cluster policy in the European Union some European experts have
identified following deficiencies:
- insufficient attention is paid to non-technological innovation (e.g.,
services);
- poorly paid attention to international communication in the process of cluster development - dominated so-called "overly domestic
programs"
- lack of coordination between different areas of policy;
- domination of an increasing number of initiatives and support
programs with weak coordination synergy between them.
In order to build ratings was chosen set of parameters, which determine the level of innovative development of regions and monitoring of the state statistics (Agency of the Republic of Kazakhstan on
statistics), as well as developed the mathematical apparatus of receipt
of the aggregated ratings. In the ranking are applied indicators of
the innovative development of region, which are divided into two
groups:
1) Factors describing the level of innovative susceptibility of the
region;
2) Factors describing the level of innovative activity of the region.
The method based on the ranking of the territories (regions) can
detect their characteristics, advantages and disadvantages. Dignity ratings are the facts that for the final comparison are used the initial
data, as well as are assigned normalized grades, which characterized
the indicator in a certain region of the country. So, taking into account the variety of methods of processing initial data, we offer alphanumeric scale for rating of innovative development of regions in
Table 1.
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<Table 1> Indexes rating of innovative development of regions and their
interpretation
Grade Rating score

Interpretation

Group A –regions leaders
A++

from 90 to 100 Super high level of innovative development

A+

from 80 to 90

A very high level of innovative development

A

from 70 to 80

High level of innovative development

Group B –regions with average data
В++

from 60 to 70

Level of innovative development above average

В+

from 50 tо 60

Average level of innovative development

В

from 40 to 50

Satisfactory level of innovative development

Group C –regions with low data
С++

from 30 to 40

Level of innovative development below average

С+

from 20 to 30

Low level of innovative development below
average

С

from 10 to 20

Very low level of innovative development

Group D –regions with poor data
D

from 0 to 10

Unsatisfactory level of innovative development

<Table 2> Rating by the level of innovative susceptibility in regions of
Kazakhstan in2014

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

2014
Rating score
28,65
29,65
32,37
58,56
29,70
34,93
43,15
35,80
37,14
42,15
34,23
35,12
37,10
35,30
39,90

Grade
C+
C+
C++
B+
C+
C++
B
C++
C++
B
C++
C++
C++
C++
C++

Almaty city

81,22

A+

No.

Region of Kazakhstan

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

Source: Statistical Yearbook of the Republic of Kazakhstan by the
Agency for statistics

Pay attention to the fact that all the initial data in the ranking
aren’t absolute, but relative measurement units, which reflected the efficiency of innovation activities, both in terms of process (innovation
activity), and in terms the (innovative susceptibility). Initial data for
the rating were taken from the statistical data of the Republic of
Kazakhstan.
Innovative susceptibility is the ability of the region to detect innovation in the information field, to distinguish the individual characteristics of innovation, to identify and take innovation to use in order
to improve its competitiveness (Maslennikova 2010). Therefore, innovative susceptibility is a process of evaluating innovation, initiation
of its adoption, implementation of innovations (transformation of innovations into the usual and the predictable structure). So, innovative

susceptibility represents a group of three indicators: labor productivity,
capital productivity (return on fixed assets) and environmental friendliness of production.
In accordance with an alphanumeric scale and the initial data in
Table 2 shows the indexes of innovative susceptibility for all regions
of Kazakhstan.
Innovative activity of the region reflects the ability of the territorial industrial systems to the perception of the scientific-technical
and social innovations in production, and their practical implementation in technical and socio-economic systems (Voronina
1998). So, innovative activity is purposeful activity of the region regarding creation, development and production of qualitatively new
types of equipment, subjects of labor, intellectual property and innovative technologies. Innovative activity is a group of three indicators: research and development costs; expenditure on technological
innovation; innovative production output per capita.
The starting point is that there is little research that has analyzed
the innovative activity of regions in relation to regional variables,
with the result that there is no clear distinction between the effects
attributable to the firm and the region(Hmeleva2012). In accordance
with an alphanumeric character scale and the initial data in Table 3
shows the indexes of innovative activity for all regions of
Kazakhstan.
<Table 3> Rating by the level of innovative activity in regions of
Kazakhstan in 2014

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

2014
Rating score
7,80
26,14
4,11
29,15
47,13
9,10
9,90
6,75
4,58
32,67
7,15
38,91
2,80
28,90
37,25

Grade
D
C+
D
C+
B
D
D
D
D
C++
D
C++
D
C+
C++

Almaty city

38,10

C++

No.

Region of Kazakhstan

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

Source: Statistical Yearbook of the Republic of Kazakhstan by the
Agency for statistics

As a result of the data obtained, we propose the following measures for the formation of clusters in the regions of Kazakhstan:
Regions of group "A" – this group of regions can become the
center and start searching for new models of construction and regional development of the future generation that will be able to carry out
the transfer of innovation at the periphery. With the advent of these
new measures to the development of regions and ensure their competitiveness, can be used the concept of "Smart city", which captures
the increased role of human capital and the growing importance of
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information, communication and intelligent in the urban environment.
The concept of "Smart city" brings together various factors of regional development in a single mechanism, whose main objective is to
maintain leadership and the provision of further dynamic development
(Zygiaris 2013).
Such regions must conduct continuous monitoring over the most
important objects of its infrastructure (roads, bridges, tunnels, railways, subways, airports, seaports, communication systems, energy supply), even some of the strategic buildings in order to optimize the allocation of resources and security. Thus, smart cities constantly increase and improve the number of services rendered to population,
providing a stable environment that promotes well-being and improve
people's lives not only in the central areas, but also on the periphery.
Regions of group "B" –this group includes regions with an average
dataof innovative development. So, for this group of important proper
choice of priorities, this aims to enhance the influence of positive
factors and to identify promising industries. This choice will depend
on the rate of innovative development of regions. This causes the necessity to develop new approaches to the formation of strategic development of regions of Kazakhstan within the individual cluster initiatives in the future.
These include the development of innovation infrastructure (techno
parks and research laboratories, innovation funds and venture capital
organizations), networks, technology transfer and financial support for
innovative projects. Thus, for the regions of this group it is possible
to increase the competitiveness, i.e. this can be achieved for the formation of clusters in the near future.
Regions of group "С" –this group of regions are represented by a
low data of innovative development. This group includes most of the
regions of Kazakhstan. That is why for our country and many other
countries with the same development problems this study is very
important. This group of regions are characterized by:
- region reached its peak of development and will not be able to
assume the functions of the centre;
- shortage of labor personnel;
- weak technological resources;
- lack of financial resources.
Regions of group "D" – this group of regions are presented by
poor data of innovative development and they are in a state of prolonged stagnation. For such regions characterized by little diversified
sector structure of the industry, weak technological capabilities and
underdeveloped social services. Support for these regions is associated
with significant financial resources and investments. In fact, these regions experience significant resource constraints to economic development, and they need of industrial-innovative modernization of its
economy.
Generalization: Regions of Kazakhstan have differentiated indicators
of innovative potential. This differentiation demonstrates the heterogeneity of the territories of Kazakhstan, and causes some difficulties
in the promotion of innovation. Therefore, there is no single universal
strategy for all regions, since every area has different potential and
unique abilities to further development.

279

4. Conclusions
This work marks a starting point for further research in the field
of the formation clusters as mechanism of transfer innovations from
the center at the periphery. It provides some suggestions for improvement of future studies dealing with this subject.
On the basis of this research finding of this paper, the practical
implications are listed below:
First, the theoretical part of this study shows the diffusion of innovations from the center to the periphery can be done in two directions according to the theory of evolution. The first direction is development according to the system of use of advantages which demanded by the market. This kind of development is very typical for
many CIS countries, including Kazakhstan. For example, in our country the formation of clusters follows the path of the planned allocation of industries (for example, petro chemistry, metallurgy, textiles,
and so on) and development of enterprises which will be supported
by the state. The second direction is development from the center at
the periphery is a new and promising direction of research. Because
there are many others less developed regions, which require assistance
in the development of their potential. In particular, this system is new
in the attitude of identifying innovative potential of the regions from
the center to the periphery.
Secondly, note that within the innovation cluster all depends on
dynamic synergy and the ability of its participants to use effectively
to mobilize internal and external resources, which depends on the
competitiveness of regions. Also, the formation and sustainable development of innovation clusters depends crucially on access to the latest sources of scientific knowledge and modern technologies, as well
as on the capabilities of the concentration of considerable amounts of
financial resources. For example, the most important element in the
development of innovative clusters of European countries is the establishment of a permanent dialogue between all stakeholders of small
and large enterprises, relevant authorities, service and research organizations, vocational education, mass media. Therefore, for Kazakhstan
is very important to use this experience. So, innovation clusters become a kind of "platform", which to develop other benefits, such as
openness to innovation, rationalization of business, rapid productivity
growth, etc.
Thirdly, according of the analysis of regions of Kazakhstan has
differentiated indicators of innovative potential. This differentiation
demonstrates the heterogeneity of the territories of Kazakhstan, and
causes some difficulties in the promotion of innovation. Clusters become a kind of a "platform", which can accelerate the process of innovation, and cluster participants develop such benefits as innovative
susceptibility and innovative activity. Because of conducted analysis
and calculations, it can be concluded that this function can perform
several large of regions of group A and B with preserved scientific
potential. In the case of improving the investment climate, they will
be able to receive venture financing, including foreign. So, in such
regions possible to create clusters, this will develop the educational
and scientific systems (quality universities and research structures)
with an effective system of stimulating the scientific activity.
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The Strategy of Sustainable Mankind’s Development in 21 century
Orazaly Sabden*

1

Abstract
Evolution of a terrestrial form of life which has arisen billions
years ago, was accompanied by logic of development of world history: flora → fauna → mind, human society → biosphere → noosphere –these are main stages of development of life on our planet.
In long process of fight for life of people, human beings started
studying itself and world around, learned its laws and to tried correctly to apply them to increase opportunities and satisfaction of
requirements. During seven thousand years of development the mankind saved up experience and knowledge to realize responsibility for
its future destiny. In the history there were many crises, the conflicts
and wars. But never there was no such critical situation when possibility of existence of civilization as a whole would be threatened, and
the problem of limitation of earth and resources would demand the
scientific decision. Preservation of human civilization, probability of
its subsequent successful development are impossible without studying
the general regularities and proportions in system production consumption, developments of bases of reproduction cycles and management of global processes.
Keywords:

Strategy,
century.

Sustainable

Mankind’s

Development,

world history’s development.
2. New scientific and technological revolution, technological ways
(VI-VII-TU).
3. Ecology and stabilization of world power consumption.
4. Space exploration, space energy and resources of Solar system.
5. World safety.
6. Transition from market economy to innovative economy for
post-industrial civilization.

21

1. Introduction
Need of development of integrated concept of transition to post-industrial civilization is proved by prerequisites and conditions of world
historical development’s formation of logic that all scientists of the
world and world community are trying to explain, considering problem from various points of view [1,2,3].
The planetary house of universal civilization and the future new
waves in scientific and spiritual revolution will be founded on combination of six key Basic Elements of transition to post-industrial civilization, such, as:
1. Humanization of world community taking into account logic of
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Kurmangazy, Office #213, Almaty 050010, Republic of Kazakhstan
Tel: (+8 7272) 54-82-26 (+8 7272) 61-19-06 E-mail: osabden@mail.ru

<Figure 1> Planetary house of universal civilization for post-industrial
world

Main objective of presented megaproject is development of conceptual provisions on formation of new transitional model to post-industrial civilization basing on components of transition offered by us
to post-industrial world: spirituality, society’s humanization (defining
logic of world history’s development), scientific and technical progress
(new scientific revolution), greening of society and a material world
(ecological revolution), space exploration, world safety, and also world
economic power with all its parameters that are to be provided by
steady life in planetary house of universal civilization. Conceptual
idea is that more than 200 states on a planet turned to members of
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one family and peacefully lived under a roof of uniform planetary
house of universal civilization (see figure 1).
It is necessary to emphasize that within conditions of globalization
and crises only integration ideas, joint consideration and solution of
problems it is quicker achieved success, than the solution of certain
states. For assessment of decisions’ efficiency the scientific outlook
and scientific instrument of coordination of proposed solutions with
fundamental laws of nature which aren't depending on the points of
view of heads of the states, multinational companies, Masonic,
pan-Islamic and other associations are required especially. If world on
basis of planetary cooperation of nations and ethnos adopts everything
achievement which are made still and scientific instrument of coordination of the purposes and solutions of problems with objective laws
of nature, it will rescue a human civilization and big assistance to
creation of I type of the Planetary civilization will be rendered.
Time came to raise question of global control system for civilization and regulation by world processes which in end of XX and
at the beginning of the XXI century declared itself before the world
community. It to mean it is question of global world system of acceptance political and economic decision. At first stage of global
management of world for solution of mentioned address problems it
is time to have reasonable conversations on creation of world legislature (world parliament), executive body (the world government), judicial authority (world court), security council, world religious union
only with certain powers. In the world scientists create and take root
into life most various scientific and technical opening. But even to
Nobel Prize laureates it isn't allowed to see how these introductions
will affect various spheres, first of all natural processes, ecological
disasters, accidents, etc. Despite distinctions in existing opinions, this
crisis as it was already mentioned is system one [4, 5]. Therefore answers should be looked for proceeding from system approaches, integrity, and adequacy of the solution of problems. Humanistic world
outlook approach is key approach. In this regard we consider as most
priority solution for problems of humanization of society and safety
as bases of world order.
In our opinion, it is necessary to change views on market economy, the innovative economy of post-industrial civilization comes after
that. It is based on new knowledge, science and high technologies,
competitiveness of human capital with all ranges of spirituality upgrading and updating of values’ system.
Modern capitalism, and socialism as well are on threshold of
Renaissance’s changes. Time of post-industrial civilization came, and
space exploration, a noosphere era, an entry into other system of coordinates and values become one of very important factors of
development. In this regard agenda of history is the third way of development of humanity. It is born on a joint between capitalism and
socialism. Conditionally the third way of development can be presented as transition to innovative economy of post-industrial civilization (innovatsionizm).
On basis mentioned above, the author made attempt to develop
transition concept to post-industrial civilization where all six Basic
Elements of transition, i.e., the spirituality, new scientific and technological revolution, greening of society and material world, space exploration, world safety and economy as a whole are systemically con-

sidered that as a whole can be provide large break.
Scientific novelty of megaproject consists in complex consideration
of all components (i.e. basic components) as uniform world outlook
development of global world and on basis of it to development of
network model for global control system and regulation by world
processes and possibility of preservation of sustainable development of
world upon transition to post-industrial civilization (figure 2).
To be fair it is necessary to notice that earlier though very important scientific researches and opening were made, they couldn't
provide sustainable development in world because of separation, unsystematic character of world problems’solution. Thanks to scientific
achievements we far promoted in some directions, while in others
lagged behind therefore there was no balanced development. For example, development of the G-8 and G-20countries in pursuit of excess profits to please to multinational companies happened without
spiritual component of development of the world. It is recognized
even by billionaires (B. Gates and others). The author tried to meet
this lack, in complex using of all components of transition to new
stage of civilization development.

2. Main Part
As new knowledge methodology of civilization’s development connection of achievements of natural sciences (STP) with public, society
humanization, spirituality, religions in uniform design of planetary
house is for the first time shown. Further briefly we will stop on
each of six blocks

2.1. Humanization of World Community Considering Logic
of World History Development
Global changes, world crisis lead to difficult socially and political
changes[6]. These changes are like tremors, - occur first in one place,
then in other ones. Changes can't be predicted because it can arise
worldwide. World crisis forces influential forces of society and those
that are in power, to take measures beforehand in order to prevent
mistrust of people and to look for new ways of recovery from crisis.
The most essential factor in development of world community are
collected for many years social problems, spiritual degradation, corruption, idleness of local authorities, their indifferent relation to needs
of people in various regions of world [7]. Many countries, without
having accurate state ideology, had lost social orientation and followed a way of thoughtless consumption. The national idea, focused
on consciousness of people, is necessary for states. It has to be based
on the principles of nation’s unity, development of its language, culture and customs. But the national idea is a not only spiritual phenomenon, it is integrally connected with interests of nation and its’
realization. Thus any nation isn't capable to exist separately, in separation from other nations, its interests and separated contradictive interests form other nations. Therefore understanding of national idea,
national interests and mutual trust is indispensable condition of its realization [2].
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World religions very poorly protect the population from moral decomposition and crime, don't bear original spiritual revival and a national unification, create only imitation of it. All this influences national security of the world. Though as a whole the religion always
played and plays a rod role in attempts to find support by means of
which it is possible to move heaven and earth and not to drop out
of it. Who will deny that religiousness doesn't do believers happy?
It is probably correct that spiritual representatives of world always
first of all put forward ideas promoting awakening of consciousness,
to its release from stereotypes, and only then recommended to apply
technologies improving physical body without which the consciousness
can't realize completely itself and exist in a material world.
Unfortunately, representatives of developed countries understood it just
the opposite. If society’s development during number of centuries
submitted not so much to reason, but to market relations and private
capital. It is time now to trust in power of human reason and spirit,
differently – deadly threat.
In an unstable century of globalization the idea about humanization
of society can become a factor of unification of people and states.
After implementation of listed actions by revival and use of centuries-old historical values there will be opportunities of global
changes in spiritual and cultural development of mankind. It will be
a big step maintaining honor of society not to become stagnation
sources. The main task of humanization ideas is to change thinking
of person, his consciousness according to requirements of new civilized society of XXI century. A lot of things should be done on settling of disagreements in the world.
In answer to question what has to be a new form of society in
the XXI century, it is expedient to consider two factors.
First, use of logic (experience) of world-wide and historical development, and also primordial national history, spiritual cultural values
of each country and region.
Secondly, new requirements of the XXI century and transition to a
post-industrial humanistic and noosphere civilization.
As its first
stage, acts the development of new technological way. It is necessary to invest capital to innovative technology, to research and development, and to human capital.
All stated above testifies that in world development there comes
such moment, the truth moment, when there will be need of elaboration new global strategy of world order. Seems that it is necessary
to begin with development the correct state ideology directed on preservation of moral, spiritual cultural values and traditions.
Key components of society’s humanization and spirituality revival
taking into account development of world history are following (see
Fig.1):
- history of past, present and future;
- change of world psychology;
- revival of spiritual and moral values, world religions, including
Islam, Christianity, Buddhism, Confucianism, etc.
- harmonious development of society;
- creative development of human capital in a sharp decrease in
the number of people in the world;
- spiritual revolution in XXI century.
The global crisis made us open our eyes. There are many reasons
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to try to revive high moral and spiritual values acquired by the mankind over the centuries which today so sadly seem to be readily rejected by many. The world once again seeks the ideals of humanism
and justice. That being said, fundamental moral standards and spiritual
values are the product of the development of human civilization. In
the world today we are witnessing public unrest, natural calamities,
dictatorships which all contribute to moral decline and the rupture of
social ties resulting in a moral crisis.
It is sad that we forget about society humanization taking into account logic of world history, we forgot about need of coexistence under nature laws. But law has chance to work only if it meets ethical
standard. Society always has to remember natural basis of the development – the nature. However natural and human capital are not
having paramount significance and cultural wealth is forgotten.
Therefore laws of harmonious development of society are broken, "the
invisible market’s hand" played role, and rich states became hostages
of world crisis.
To answer how global problems are to be solved, time came under the auspices of the UN to accept Concept of new spiritual and
ideological doctrine of universal development of the world. It will
provide lifting of spiritual forces of nations and nationalities of the
world and their social and economic progress. Finally there will be a
transition to a post-industrial paradigm of spiritual development.
As an example briefly we will state idea of revival spiritual beginning in one of the Euroasian regions. We are speaking about creation
of the NEW SPIRITUAL and TECHNOLOGICAL CLUSTER
"Turkestan Valley" (it is represented in form of uniting West and
East on Great Silk Way of regional model of the world order, new
spiritual, technological development and international security). From
history it is known that ancient Turkestan which was the spiritual
center, took a special place on the Great Silk way.
The main objective of it which doesn't have analogs in the world
of the international national megaproject - to turn Turkestan into the
international level spiritual center (megalopolis), to take new step to
ensuring the international security. For the first time in history on the
example of one region, having coordinated two especially large cardinal problems: on the one hand, spiritual and cultural development of
society, from the other hand the new, sixth, technological way – to
present to the world new Renaissance model of opportunity spiritually
- innovative development [8]. Around large Turkestan settled many
countries (over approximately 400 million people may be involed in
this idea).
Difference of this project from the Silicon Valleyin USA is that
close coordination of spiritual and cultural development and aul revival according to requirements of new time, with innovative sixth
technological way will force it to work for the mankind benefit.
At international level "New Turkestan" will unite West and East
and will attract potential opportunities of Great Silk Way. With the
centuries-old history and culture the project will make changes to spiritual consciousness of people. The unity of society and people will
increase, the scheme of sustainable development of the region will be
created.
In XXI century new moral will be created, spiritual and cultural
institutes as social problems come to forefront. One of them is proj-
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ect of revival of Turkestan in new way. The purpose is not creation
of state territory Turkestan, but solution of mankind problems by
transformation of it into Euroasian integration center –some kind of
new step to ensuring the international security in the XXI century.
Kazakhstan declares itself as nuclear-free country, though we have
richest in the world uranium stocks, Baikonur spaceport and other opportunities to be the nuclear power state.
The most important is that as a result of managing uniform process of coordination of spiritual-cultural development and new innovative and technological way will be provided effective use of
most expensive capital – human. Such know-how becomes new push
for the whole world. Differently, in XXI century this project will be
courageous step to spiritual revolution in new thought, consciousness
of mankind.
Within project for the first time in center of Eurasia on Great Silk
Way the new Turkestani spiritual and technological valley will be
formed, i.e. there will be a new megalopolis for development.
Today in the world still there is no such spiritual and technological center focused on civilized development. It is some kind of
fearless step to spiritual revolution in consciousness of mankind. The
offered megaproject becomes regional model of new spiritual and
technological development of world order and international security.
New Turkestan will turn into Euroasian integration center – a
place for cultural wealth of many countries. As a result, unity of society and people as a whole will increase, the scheme of sustainable
development will be created.
As soon as this regional project will
yield the results, its universal use as the Turkestani spiritual range
becomes agenda for ideal development of the world.
Turkestan as
spiritual capital, probably, will be developing under auspices of UN
and with assistance of UNESCO, with creation in its territory of
these representative offices and offices of other international organizations and institutes.

2.2. Scientific and Technological Revolution
Humanity is now making its first steps into a new, post-industrial
socially-oriented civilization whose main driver is the progress in science and technology. Most of the developed nations of the world,
guided in their endeavor by the Theory of Long Waves, are now
completing the fifth technological cycle and are actively engaged in
building the foundation for the sixth techno-cycle. The core factors of
the next technological cycle will be biotechnologies, nanotechnologies,
genetic engineering, information and communication networks, artificial
intelligence and space technologies. Innovation seems to be the only
appropriate solution to the global crisis, which means developing
strategies for innovative breakthroughs through large-scale international
development programs tailored for specific clusters.
In the conditions of transition to an innovative economy, it is advisable to modernize science, education and public health to boost the
advent of the new techno-cycle. The above core areas each therefore
require a comprehensive cluster program to put all the accumulated
knowledge to practical applications.
Innovative break will be carried out by investments, increasing expenses on health care, science and education which will give new

impulse to development of new technological way. In this regard in
first quarter of the XXI century it is possible to create new institutes,
to revive moral systems and moral values. International organizations
and public forces have to favor these changes, differently world by
first half of XXI century can choke in fierce social conflicts, as occurs in number of east countries. Only such positive actions of the
international organizations will possibly preserve the peace.
Development of world history shows that mankind reached good
results and progress in its civilization development. It is time to live
comfortably though it is known that in the world there are more than
1,2 billion population starve. In this regard it is expedient to establish
the minimum barriers to normal life and transition to increase of
competitiveness of economy in such spheres of human capital, as (see
fig. 1):
– health care (health care financing according to recommendation
of World Health Organization has to be not less than 6% of GDP);
– science (for normal development of the state, science funding
has to be not less than 1,5% of GDP);
– education (not less than 6% ofGDP);
– culture (not less than 5% of GDP);
– formation of intellectual economy, creation of artificial intelligence;
– realization of consumption ideology of competitive person and
his standard of living.
Only by establishment of such minimum social and economic
standards (certain standards of life) in the field of the human capital
it is possible to provide comfortable life really. Having coordinated
minimum standards to growth rates of economy, it is possible to define norms of level and quality of life for developing countries and
Third World countries. If these norms provide high rates of economic
growth, automatically the standard of living of the population depending on abilities of the personality and competitiveness of each person,
the nation, the people and the country as a whole in proportion will
raise.
From here new paradigm about educated society, the person is
born. In conditions of global crisis science and education come to
forefront and become basis of all system of reproduction cycle, since
birth of ideas and finishing receiving profit for satisfaction of person’s needs, and also start of investments for new civilization
development. Quality of education, sciences and revival of spiritual
cultural values has to be basis of reproduction of modern world community in XXI century. If we want to preserve the peace, then education is to be public benefit instead of as to the market relations
that still, unfortunately, proceeds. In XXI century formation total intellectual capital becomes basic task. In this regard it is necessary to
reconstruct cardinally all education system, especially in receiving new
knowledge that university graduates got at once to sphere of process
of reproduction, instead of being unemployed.
All social spheres have to work for spiritual reproduction, reproduction of the human capital that will significantly affect innovative break. Such large divisions of the UN, as UNESCO which
have to develop Universal declaration on spiritual reproduction of sociocultural sphere, including education, culture, science and health care
where it would be possible to establish admissible threshold values to
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increase competitiveness of economy of the countries have to become
chief coordinators in this area. It will be real steps to a new post-industrial social civilization.

2.3. Ecology and Stabilization of World Power Consumption
According to some scientists, mankind now is in the first phase of
global ecological disaster. But opportunities to avoid ecological deadlock still are, "the non-return point" isn't held yet.
The biosphere of Earth has huge resources which are used by
mankind, but are limited and can be exhausted by the end of current
century. Mankind closely came nearer "to a non-return point", especially in development of processes of global ecological disaster. In
this regard preservation of our planet global ecosystem with rational
use of natural and resource capacity of Earth is especially actual in
XXI century. By estimates of some scientists-experts if mankind
doesn't take urgent measures for preservation of planet ecosystem,
then ecological death of mankind can already come in XXI century,
i.e. on first phase – a phase of global ecological disaster [9]. As
known scientist in the field of the biosphere N. Moiseyev claims,
there comes probability of stability loss for biosphere of complete
system and, probably, parameters of biosphere will be improper for
human life [10].
In our opinion, still in basic and successful states of world and
underdeveloped countries local problems were solved one by one, except for some attempts of USA and the former USSR to create balance of forces between them. The powerful USA and USSR provided
stability in the world due to equality of forces between superstates.
After collapse of USSR, the responsibility for destiny of mankind
passes to USA. But, unfortunately, they don't hurry.
Problems of planetary scale, Earth biosphere and noosphere cooperation of mankind were put seldom. Now, irrespective of states’ status,
it is necessary to go on compromise solutions, fruitfully to develop
international cooperation to prevent possible catastrophic ecological
consequences for human civilization.
Despite rapid growth of NTP, priority role of power will be for
long time, until the end of this century. High technologies of future
will need enormous quantity of energy. Problems of stabilization of
world power consumption which exceeded 10 bln.n.e. become a
mansion. [11]. How to find balance between effective power consumption and growth of Earth population, on the one hand, and with
nature opportunities – from another hand? It is necessary to come to
certain standards of per capita power consumption by its decrease and
restrictive consumption. Certainly, here it is necessary to apply differentiated approach, to classify developed, developing and lagging behind countries by energy consumption level, and also step by step to
resolve issue of world stabilization of power consumption. All these
questions have to be considered in 2015 in Paris and widely be discussed at level of experts, UN working groups with further removal
of question at UN sessions.
As for observance of the Kyoto Protocol on CO2 till 2020, leading countries of the world –USA, People's Republic of China, EU,
India and Russia don't carry out it. Therefore time came to take radical measures for reduction of emissions, greenhouse gases to safe
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level. In this plan neither Copenhagen conference (2009), nor conference of UN on sustainable development "Rio +20" didn't help to
solve matter considerably (2012). Probably, first, it is necessary to enter rigid sanctions and tax regulations on CO2 emissions, secondly, to
create global power ecological fund and as a whole to stimulate this
process.
Restriction of global warming to 20C was confirmed with UN in
declaration adopted by Copenhagen international conference on climate
change in 2009. But, unfortunately, even UN – the most authoritative
organization, can't actively interfere and is powerless before such
world authorities, as USA, People's Republic of China, etc. It testifies
that status of UN is insufficient for solution of global problems, and
also there is no political will of heads. And when there will come
ecological crisis, it will be late to undertake something.
So, conclusion is that considering new conditions of globalization,
crises, global cataclysms, geophysical accidents, climate warming, food
crisis, transition to new technological ways, and also approach of period of space development and safety in space and on Earth etc., it
is necessary to reform radically in shortest time all UN system, having moved its headquarters on other continent. For its implementation
it is necessary to create working group of experts, analysts, independent scientific organizations, strong minds of world for preparation of offers on UN reforming. Perhaps, it is time to create under
UN new body – Supreme council of wise men of world.

2.4. World Development of Space, Space Energy and
Resources of Solar System
In post-industrial civilization land-based sources of energy are exhausted and will be insufficient, and also for ecological reasons will
be limited [3]. In these conditions to forefront there is space development, use of space energy and resources of Solar system for deduction of international stability [9].
The mankind should solve number of problems of planetary scale
and to accept number of restrictions by means of international organizations –UN, IAEA, etc. It should create and introduce space technologies, installation of space stations and to develop measures for
their safety; to carry out development and biosphere and noosphere
protection, transition to noosphere, nuclear-free world, prevention of
global wars, including in financial and economic and information
spheres, intercontinental balance, regulations of commercialization of
space, creation of public and noosphere civilization, power consumption regulation, development of solar energy and satisfaction of
requirements. All this has to occur under close attention of world
community.
In thirties of XXI century when programs of commercialization of
space will be developed, when obtaining energy from space it is expedient to reach the agreement of leading countries of world in
advance. As there will be pilotless supersonic aircraft, rockets placed
in space, it is impossible to allow its militarization to keep human
life in space and on Earth. According to J. Friedman's forecast: "by
50th years of XXI century of installation for receiving solar energy
already have to be in an orbit. In year it is the share of one kilometer of geostationary orbit of Earth stream of solar energy which is
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almost equal to quantity of energy containing today in all known developed oil fields of Earth"
The noosphere paradigm imposes absolutely new requirements to
mankind. First of all, it is spiritual revolution based on intellectual
economy, artificial intelligence, society humanization. On spiritual and
moral basis sciences, culture, health, high moral and morals, i.e. that
we lost will be reached absolutely new quality of education.
Therefore, the person as individual is faced with new mission –survival and stability preservation in world. Transition from use of
knowledge on enrichment, on success in profit, achievement of
self-interested short-term purposes to new knowledge shined with spiritual prosperity of peace life on Earth, transition to new civilization,
to great unification of mankind is necessary.

2.5. World Safety
World safety on basis of developing prevention system of global
threats, crises, accidents, etc. As development of world history, any
achievement in economic, scientific and technological spheres, in
space exploration and other spheres not significantly without ensuring
world and regional security testifies [12]. World crisis showed that
future new knowledge, scientific, information and technological
changes, social and public transformation will strongly and quickly
change the world. There came an era of global scientific progress
where rates of knowledge of the world will multiply increase.
According to conclusion of American experts, safety of USA and
world as a whole is under most serious, probably, inevitable threat.
To great regret, USA goes on imperial way of military escalation.
Only direct military costs of country in % of gross domestic product
for 2001-2011 years grown up to 64%. Cumulative military expenses
of USA made from 1 to 1,5 trillion dollars or nearly 50% of military expenses of all countries of world together taken [5]. Race of
arms, militarization of USA, Russia, People's Republic of China and
other countries can lead to third world war between 2020-2030 that
can potentially destroy everything on planet. If this course isn't
changed in time, it is known that expects us in near future is new
round of war. Better these huge amounts of money of country would
spend for joint projects on space exploration, ecology improvement,
security measures on fight against climate warming etc.
These means need to be used for rescue of general planetary
house of all mankind (see figure 1). It is necessary to develop mechanism of mutual trust, transparency of realization of such actions,
since ban on applications of all types of weapon of big destructive
power before general disarmament for world establishment without
wars. For example, if contract on restriction and regulation of streams
of uranium enrichment isn't signed soon, especially about control of
new technology, in particular behind laser uranium enrichment, nuclear bombs of third generation can fall even into hands of terrorist
organizations. Considering that planetary economy arises, economy of
new knowledge, instead of race by arms has to be new criterion of
development of superstates.
Enormous force terrorist attack is prepared by environment.
Climatic revolution on threshold. This accident is much closer, than it
was possible to assume, and in the next 20 years it will be costs life

to million people [13]. Certainly, not all experts share these belief,
but fears are also problem very actual.
In this regard the safety problem is considered by us as complete
system from economic, social, ecological, innovative, food, demographic, scientific and technological, information, power, space and
other types of safety. Only complex safety will yield steady result.
These settled types of safety are rather investigated and approved
[14, 15]. Therefore experts of the UN should develop the basic principles of safety, maximum permissible critical values and indicators
characterizing every type of national security. Because of limitation in
volume we will consider further specified indicators on an example
only with economic, social, demographic and ecological safety.
The indicators characterizing production sphere and its extremely
critical values are following:
share in industrial production, %
- manufacturing industry;
- mechanical engineering

70
25

the volume of investment into fixed capital, % to GDP

25

depreciation of fixed assets, %

40

share in export of manufacturing industry, %

40

labor productivity (thousand dollars on one worker in prices
and at par purchasing power), %
- to the average world
- to the developed countries

27,9
142
50

The indicators characterizing financial safety and their threshold
values are as follows:
rate of inflation, %

15

the volume of an external debt, % to GDP

25

share of external loans in covering budget deficit, %

30

budget deficit, % to GDP

5

the volume of foreign currency in cash to volume of
cash national currency, %

25

monetary weight, % to GDP

50

gold and exchange stock of the country, % to GDP

not less than 20

internal public debt, % to GDP

no more than 75

Balance of payments deficit, %

no more than 50
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The indicators characterizing social safety and their extremely critical values following:
gap between the income of 10% (most prosperous population
groups and 10% of the neediest, times
Jeanie's coefficient (degree of deviation of actual distribution of
monetary income from their equal distribution between
inhabitants of the country)
population share with income lower than the size of a living
wage, %

8
0,3

7

share living less than for 2,5 dollars in day

0,5

share of homeless and other socially declassed groups of % to
total number of population

1,5

unemployment rate on methodology by Labor ministry, %

5

human development index, points

0,800

crime rate (quantity of crimes on 100 thousand people)

1000

alcohol consumption level on the person in year, liters

8

number of suicides on 100 thousand people

20

level of prevalence of mental pathology on 100 people

360

share of the people consuming drugs, %

3,5

Basic principles of ensuring social safety:
- carrying out independent and socially focused economic course;
- ensuring reproduction of social activity of protection objects
(person, society, state);
- ensuring protection of moral principles, customs and religious
life, intellectual and information security;
- providing in the territory of the country of a personal security
of the person and the citizen, his constitutional laws and freedoms;
- strengthening of a law and order and preservation of socio-political stability of society;
- timely forecasting and identification of external and internal
threats of social safety of the country;
- fight against terrorism strengthening, drug business and
smuggling.
Demographic safety –ability of social system safely and steadily to
function on the basis of population reproduction as process of continuous renewal of its number and structure through alternation of
generations.
The indicators characterizing demographic safety and their extremely critical values are as follows:
Birth rate coefficient on 1000 ppl.
death rate it the people on 1000 people
coefficient of natural increase on 1000 ppl.
migratory gain of people on 1th. people
share of migrants, % to numerical structure of the population
average expected life expectancy at the birth, years
conditional coefficient of depopulation

22
12,5
12.5
1,1
3
75
1

general coefficient of birth rate of population (average number
of children born by woman for all life), ‰

2.15

coefficient of population aging, %
7
demographic loading of the disabled population on able-bodied, % 60
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Main objectives of ensuring demographic safety:
- improvement of social and economic conditions of population activity;
- stage-by-stage providing and improvement of state minimum social standards in field of compensation, provision of pensions, educations, health care, culture, housing-and-municipal service, social support and social service;
- optimization of external and internal migratory streams of the
population;
- counteraction of illegal migration;
- formation of high spiritual and moral standards of citizens in
field of family relations, increase of family prestige in society;
- ensuring reproductive rights of citizens and assistance to formation of high reproductive requirements of population.
Ecological safety –set of measures, for protection of personality,
society and state from possible or real threats which grow out of an
thropogenous influence on environment, and also from natural disasters and accidents.
Critical values for indicators of ecological safety:
total receipts from ecological payments, % to GNP

5

ecological losses to GDP

5

nature protection costs of ecology, % to GDP

5

volumes of emissions in environment of polluting substances

-

the saved-up quantity of radioactive waste demanding
deactivation, special processing and long storage

-

the areas of degraded lands, %

20

Basic principles of ensuring ecological safety:
- safety priority for life and health of personality and society as a
whole, universal values before any other fields of activity;
- presumption of ecological danger of any production economic
activity;
- state and public supervision and control of ensuring ecological
safety.
- allowing procedure of production and other activity, capable to
create threat of ecological safety of population or territory;
- obligation of state environmental and sanitary and epidemiologic
examination of all construction projects, reconstruction and productions of any production;
- state support of actions for improvement of habitat of person;
- organization of system of the state environmental monitoring of
condition of surrounding environment;
- ensuring full, reliable and timely knowledge of citizens, establishments and the organizations about threats of ecological safety;
- publicity for plans of activity implementation, capable to threaten
ecological safety of population, society or environment;
- broad participation in international activity in field of ecological
safety;
- observance of the Kyoto Protocol.
In this way experts of the UN can show the basic principles,
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tasks, indicators, and also threshold values, on ten spheres of safety.
Further the UN could recommend them to the members for order observance in the world.

2.6. Transition from Market Economy to Innovative Economy
of Post-industrial Civilization
As it was specified earlier, prospects of development of world
economy contact formation of innovative economy which can be considered as most important direction of development of world in the
XXI century.
Founder of modern concept of innovation is Y. Shumpeter [16].
Competition represents main instrument of economy of resources and
efficiency growth, one of driving forces of development of society as
a whole.
It is known that classic theory of "comparative advantages" was
introduced by D. Ricardo [17]. Further this idea according to stages
of development of economy was developed by M. Malt liquor, J.
Stiglitz [18] and other scientists of the world.
Globalization and world crisis showed that many theories, including
a Keynesian one and monetarism, are right only at certain assumptions and revolution waves. Paying tribute to views of these scientists,
founders of innovation and competitiveness, in practice in pursuit of
excess profit world multinational corporations controlling more than
half of world gross domestic product, often forget about other components, for example about human factor, moral, spirituality, sharp stratification of society, society greening etc.
In scientific researches of global intercountry competitiveness development of WEF (World Economic Forum), international institute of
management and development (IMD, World Competitiveness
Yearbook, Lausanne, Switzerland), the Harward university (in particular, M. Porter), etc. are allocated.
Life quickly changes therefore in conditions of globalization and
world crisis of model by M. Porter in view of objective reasons have
no that strong impact what they had earlier. There were new economic laws, and other forces started influencing markets and to transform them. Keys of world economy were transferred to small group
of financial oligarchs, Federal Reserve System of USA (belonging to
20 private banks of USA), to international multinational corporations,
international financial organizations, including IMF, WB and other
Countries –"Big seven", "A big 20", largest world organizations, including UN, NATO, Euro Council, practically neglected world economic processes served by dollar and already uncontrollable issue of
"modern currency".
Now world is puzzled how to return missed how to resist to
world call of crisis how to equip house of universal civilization, etc.
(see figure 1).
At heart of market system of managing spontaneity of development
lies. But mankind seeks for consciously operated process of all economy, which eliminates subjective roots of market economy. It has to
be objectively caused, consciously pushed transition to new system of
coordinates of economic life, blossoming of civilized economy.
Civilized economy is necessary to world, and it has to become basic
principal for creation of all economic processes and all reproduction

cycle.
In this regard our task consists in bringing at least scanty contribution in civilization development. Therefore block VI is devoted to
the most pressing question of competitiveness of world economy.
First of all, without repeating former mistakes, it is necessary to deal
with strategy of world development the world: where we go, where
us conduct? It is thought, ourselves don't know where we go, and
what conduct us don't know.
For first time United Nations still in the early nineties put forward
idea of sustainable development. But on way of performance of planned purposes there were certain difficulties, also world crisis of 2008
had negative impact.
The ability to forecast future developmentsin geopolitics, ecology,
socio-economics and determine strategic priorities for the world’s economic development to ensure sustainable growth has become a prime
concern since the crisis of 2008 [19]. On the pathway towards a sustainable economic growth long-term projections are not just a possibility, but rather a necessity for setting long-term objectives and determining their fulfillment strategies. Unfortunately, this far no reasonable strategy for the development of the world’s economy in the context of ongoing globalization has been offered. Global mechanisms of
strategic planning remain rather underdeveloped.
Today, in addition to futurological concepts more and more
long-term science-based forecasts become published for 30-50 years
into the future [12]. For instance The World in 2050 (2006), a forecast by Pricewaterhouse Coopers, and Dreaming with BRICs: The
Path to 2050 [Wilson, Purushothaman 2003] by Goldman Sachs, the
forecasts made by the Club of Rome, etc. The most appropriate tools
to model global developments are represented by qualitative methods
and structural models describing socio-economic processes.
Mathematical macro-modeling must be exercised as a method of
long-term computer modeling detailing the dynamics of the world’s
socio-economic development [20].
It is advisable that the United Nations place an international order
for the development of the Concept for Strategic Planning of the
World’s Global Socio-Economic Development with large interdisciplinary research teams and corporation (Fig. 2).
Too many researches are devoted to world financial crisis. Without
going into details, we will note that among scientists and experts
there is an opinion that it is necessary to find uniform regulator of
world currency that will make possible to plan a ratio between world
production, consumption and a monetary covering, goods and services.
It would be possible to observe main mechanisms of production and
capital regulation therefore new financial architecture will be
developed.
We made attempt to prove approaches to definition of uniform
universal measurement of currency for whole world in form of
"power", i.e. relation of kilowatt to currency –kW/currency. It will allow to get rid of speculative capital not provided with real power
[21]. Briefly the essence of this question is in the following:
Modern calculation of gross domestic product in dollars is incorrect from coefficient point of view for recalculation of various
currencies. The power unit (for example, kilowatt) worldwide can
"cost" different size in various currencies, but kilowatt both in Africa,
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and in America, both in Europe, and in Asia remains in kilowatt and
therefore can and has to be used for establishment of exchange rate
of currencies.
For this purpose we will present number of columns in table 1
(the countries, the population, economic opportunities): for Europe we
will express the gross domestic product column in Eurozone currency,
for USA – in dollars, for Russia –in rubles, for Kazakhstan – in
tenge – and we will add one more which will express the cost of
0,1 watts in national currency. For simplicity of consideration we will
take integrally Europe, USA, China, Russia, Kazakhstan and Belarus.
Economic opportunities are gross domestic product of the country expressed in gigawatts.
We tried to make calculation of economic opportunities of some
countries, and then and fullness of national currencies of these countries in watts. Economic opportunities represent sum of power works
power on the generalized efficiency. It is grossdomestic product of
countries expressed in gigawatts. Similar calculations can be carried
out over any country of the world.
The algorithm of calculation of equal (fair) exchange rate "costs"
of any national currency of world looks as follows:
1. We determine country power in watts (through electricity consumption, fuels and food).
2. We define Sq.m Unit ("quantity of money in economy"). We
set filling of ruble, dollar, euro, tenge, etc. in watts. For example, 10
watt =1 ruble/tenge.
Thus "sovereignty" of country isn't limited to any obligations. For
example, to let out X money in economy, instead of Y. But at trade
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operations between countries coefficient of recalculation of currencies
will be connected with kilowatt. It somewhat return to when currencies had real filling by gold, now this filling by power on basis of
power conservation law. For gold standard no physical conservation
law existed.
<Table 1> Economic opportunities of some countries in 2012

Country
USA

GDP per
Price of
Populatio
Economic
GDP,
capita,
watt
n, mln.
opportunit
Bln.US$ (US$/pers
power,
ppl.
ies, GWt
on)
US$
313,85
15
49 378
1117,2
13,87

Dollar
support,
watts
0,72

EU

503,8

16 190

32 136

834

19,41

0,052

China
Russia

1343,2
138,1

8
2

6 165
14 591

1286,1
307,1

6,44
6,56

0,16
0,15

Kazakhstan

17,52

203,520

11 616

27,7

7,35

0,14

Belorussia

9,54

63,27

6 632

12,5

5,06

0,2

Ukraine

44,85

176,3

3 931

52,4

3,36

0,3

We established size of monetary weight (Sq.m) as ratio of size of
cumulative opportunities of country to "gold number" F (Fibonacci's
number) = 1,618033989 …. "The gold number" is certain constant,
ideal for development of object, system or process. We see that estimates will be coordinated with Che. Montesquieu's statement
(1689-1755) that "financiers support state as rope –hanged man".

<Figure 2> Network model of global control system and regulation by world processes
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If states don't cease to follow stupidly in waterway of "world prices" and won't pass to intelligent regulation of cost of exported production, failure of their economy will be inevitable. Liberal market
showed insolvency and susceptibility to crises of cyclic character.
Eventually World bank and IMF impose to countries rules of management of economy. International organizations which could assume
responsibility on reforming of world financial system, give in and
show full lack of will or simply don't want to lose powers on
"management" of world economy, protecting interests of one and infringing upon interests of other countries. Now we need to be engaged in this task closely.
We recommend to create Single currency union in the world, with
the following key tasks:
1. The basic rules of existence of currency union have to consist
in attachment of currency not to one certain good. It is necessary
that this currency contained force, power. Besides, as such a currency, the currency of any country shouldn't be accepted to depart
from temptation of emergence of predominating state dominating in
world economy at request of which there can be crises or wars.
Creation of world currency as dollar or euro is doomed to failure of
all currency systems.
2. New currency can't be tied to basket of leading world currencies as issue of any currency by all means will lead to issue of other currencies that generally and is confirmed now when additional issue of US dollar conducts to issue of currencies of other countries,
including European Union, Japan, etc.
3. At trade operations between countries, the coefficient of recalculation of currencies has to be connected with kilowatt.
4. Provided that as an equivalent power will be taken, it is necessary to calculate security of currencies with real assets as which in
our case power acts. It is supposed that such approach will give
chance of transition from free to equal trade as in world practice free
trade has, first of all, speculative character.
5. We believe also that control of monetary weight (Sq.m) could
be exercised by authorized intergovernmental body on the basis of
the corresponding international treaties.
6. In case of crisis it is necessary to create intercurrency reserve
fund.
In summary we will note that UN in new quality has to control
"cost" of all currencies of the world (filling by power), and not to
allow formation of currencies which haven't been provided with
assets. In this regard at United Nations it is necessary to create expert currency commission which would carry out examination of ratios of all currencies of world and their security with power.

3. Suggestions: Instead of Conclusion
1. On a question where we go, it is possible to answer that only
world community joint efforts can preserve mankind from global
threats, death. Race of arms of USA, Russia, People's Republic of
China and other countries, separate progress of world multinational
companies, tries of G8 and G20, such international financial organizations as IMF, World bank, WTO, large regional EU, NATO,

BRIC, SCO unions won't solve problem of global world challenges
though they and do much. Therefore came to unite, correct time to
world all negative that did, mankind, there are no two ways about it.
In transitional stage it is necessary to begin with the status and reform of UN and others international organizations. Considering new
paradigms of development of world in the conditions of globalization,
it is necessary to transform radically to shortest time UN system,
having moved its headquarters on other continent. For this purpose
formation and scientific public council functioning on sustainable development of world be required at UN, creation of supreme council
of wise men of world, organization of Executive secretariat of group
of experts of world including all continents and regions of planet (at
UN), etc. And main thing to create world organization (with WTO
status isn't lower, than IMF, World bank, etc.) at UN dealing with
only global priority problems like world financial crisis, warming of
climate, danger of nuclear war, food security, space exploration, etc.
The circle of tasks is set by UN and G8 and G20. Council of wise
men at this organization is settled by sformirulirovanny tasks in the
UN, G8 and G20.
At this organization it is necessary to create the world reserve
fund financing only joint global projects.
2. Formation of new structure for global control system by the
world. Development of a medium-term / long-term global roadmap to
the World’s sustainable development.
3. Development of global warning systems to predict and mitigate
global threats, crises, technogenic disasters and natural calamities, severe geopolitical risks and conflicts of social, political, astronomical,
technical, and environmental nature, etc.).
4. Development of criteria and indicators for the international system to monitor the progress of sustainable development with multiple
factors.
5. The Annual Report on the World’s Sustainable Development.
The five-year address of the UN to the People of the World prepared
inclusive of the development priorities of the G8/G20 shall bind all
the signatory powers which are member states of the UN to observe
the World Declaration for the period of 5 years. This would become
a new unifying idea, the very leverage and mechanism of peaceful
co-existence and sustainable development in the difficult conditions of
the global civilization. For objective reasons the key role in managing
the processes of global integration belongs to the United Nations.
In the light of the above, the world needs a new strategy for the
development of nations customized to factor in necessary crisis response measures and mitigate challenges and threats of the modern
world (the so called New Policy).
In order to form the ideological model for a step-by-step development of the world the following must be taken into consideration:
1. Up until 2020 we may expect to witness more crises in the
politics and economy, turmoil on the local and global scale caused
by conflicts, wars and natural calamities;
2. We are observing the advent of a new global multipolar system.
Multipolarity will require a more equitable distribution of wealth between the nations and a transformation of international institutions,
such as the United Nations, the International Monetary Fund, the
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World Bank, etc. which are now mostly dominated by the interests
of developed countries, while the interests of emerging economies are
under-represented. We must therefore work to establish a global economy with a minimal level of risks and uncertainty;
3. The world today is in need of megaprojects designed to improve the standard of living. Governments of industrialized nations
should go beyond the narrow interests of their respective countries
and begin to invest in programs aimed at raising the labor efficiency
in the world’s poorest nations.
4. Over the last few years geopolitical and socio-economic forecasting have been on the rise again due to global environmental and
energy challenges and a significant decline of food availability caused
by the considerable growth of the world population;
5. Humanity is now undergoing a global demographic revolution
which is characterized by an exponential growth of population to be
soon replaced by a restricted reproduction.
We are confident that the new doctrine aimed to further the development of the global human society based on the ideals of morality
and spirituality championed by the United Nations and all the prudent
forces of the global community, as well as the UN Address to the
People of the World made every five years will provide the essential
theoretical guidelines for human communities worldwide and sovereign
nations to examine and assess their policies of the past, present and
future. This will be a new step toward understanding the pattern of
the development of the human society in the XXI century.
The United Nations, therefore, now have a unique opportunity to
regain its role and mission as a global unifying force which will be
the core for the new architecture of historical, moral, cultural, technological and environmental constructivism founded on the principles of
justice, harmony and cooperation in the best interests of all the peoples of the world and the universe. It should be an institution like
the UN to fully accept the responsibility for the future evolution of
the human civilization. This will be the next revolutionary step in the
direction of global security in the XXI century.
By 2015 next stage of strategy of world development, designated
by UN will end, and stage of transition into new stage from market
economy to innovative economy of the post-industrial civilization
based on new knowledge, science and high technologies, competitiveness of the human capital with all ranges of lifting of spirituality and
updating of system of values will begin. And let this scientific megaproject will bring certain contribution in new strategic development of
world.
In order to test the proposed concept it would be advisable to
hold in 2015 a UN world conference titled "The New Strategy for
the World’s Development in the XXI Century". In the context of the
XXI century it has become an urgent necessity that the United
Nations initiate a systematic analysis of the political, environmental,
socio-economic and possibly some other aspects of the development
of the human civilization in order to promptly work out common
principles for the future development of our species on Earth and
take immediate action regarding the pressing challenges of the present
day, such as managing the climate change, etc. In the present conditions characterized by high levels of uncertainty we need to have at
least a certain degree of confidence in our vision of Tomorrow.
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Taking into account the above we believe that the author should be
allowed to make a presentation on this problem at relevant agencies
of the UN, in particular the UNESCO, etc.
The proposed megaproject may today become the driving force to
unite all of mankind. This is another civilizational challenge for the
humanity! World religions, such as Islam, Judaism, Christianity,
Hinduism, Buddhism, and their respective schools shall never endorse
any public discord or terrorism (the way they constantly appear to be
portrayed by the Western media) but urge for the unity promoting
high standards of ethics and a secure development of the human
society. In other words, it is a step forward toward a moral revolution of the mankind. This megaproject offers the ideological basis for
developing the global human society and securing international security by way of leveraging high moral standards and technological
progress.
Proceeding from stated above, I address to UN, G8and G20, to
annual World Davos forum to consider the offered megaproject.
In summary I want to note that I worked for that life of people
on our planet become be more safe and happy. If time confirms my
correctness, if ideas of this project will attract readers, if any of
them influence improvement of surrounding life or at least will give
scanty impulse of transition to I type of Planetary civilization divide,
I worked not for nothing. (Figure 2).
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Abstract
The paper analyzes the methodology and practice of evaluating
public programs and policies of Kazakhstan and foreign countries.
International experience has shown that the correct application of the
system analysis and evaluation of the programs significantly increases
the efficiency of public administration. Knowledge in this area deepens and specifies the presentation on ways of improving the economic and social efficiency of public administration.
Keywords: Evaluation, Assessment, The System of State Planning,
Public Policy, Government Program, Effectiveness,
Efficiency.

1. Introduction
The urgency of the analysis and evaluation of programs has increased in the world in recent years, firstly, because of the tendency
of international organizations to use in their activities in developing
countries assessment mechanisms to monitor and obtain feedback from
their programs with a view to adjusting and improving. The second
factor of increasing demand for analysis and evaluation of the programs was the introduction of Performance-Based Budgeting in a
number of countries in the world, which also involves the use of estimation procedures.
Evaluation of programs and policies have long been part of the instruments of public administration in many countries, and is widely
used in practice. State structures of the CIS countries is only beginning to develop this tool, faced with common challenges. Following
issues should be noted among them: lack of understanding of the role
of evaluation as a management tool and, and as a mechanism for the
formation of civil society. As a consequence, there is a low demand
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for assessment from government agencies; lack of assessment organizations, the lack of training of qualified appraisers, poorly developed
its own methodological framework, and even information isolation of
results of evaluation studies, etc. [1].

2. Main Part
2.1. Evaluation of Public Policies
Evaluation of public policy is an instrument of accumulation of
knowledge, experience and lessons learned, giving feedback on the
actions of the government, provides the implementation of the principles of good governance (efficiency, effectiveness, transparency, accountability).
The developed evaluation system in such countries as the US,
Canada, the Netherlands, the United Kingdom are examples of
"advanced" valuation models to find options for the development ability for evaluation.
The assessment performed three functions in the United States,
Canada, Britain, the Netherlands: information; the budget;
management. Legal norms of assessment were a strong incentive for
the development of evaluation in these countries. Program evaluation
provides a more precise targets, indicators and budget expenditures in
the countries studied, than the evaluation of public policy, which requires an integrated approach and evaluation at the strategic level.
Program evaluation is a more developed and distributed in all the
countries studied (USA, Canada, UK, Netherlands). Evaluation of public policy in certain areas was carried out mainly at the central level.
The following factors can be distinguished, based on the analysis
of evaluation in foreign countries:
- Fiscal,
- Managerial,
- Political,
- The development of scientific methods.
Budget and financial factors influenced the development of evaluation in Canada, the US, the UK and the Netherlands. Under conditions of prosperous economy and budget growth, US and Canadian
governments to finance expensive social programs, including education
and health in the 1960s. Therefore, the evaluation function has been
integrated into the planning and budgeting (USA, Canada, Sweden,
UK) and used for management needs at the level of managers to implement existing or new programs.
In the late 1970's - early 1980's, during the difficult economic sit-
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uation and budget constraints, the evaluation has become more important for the budgetary process (the Netherlands) and cost-effective
budget spending. The concept of the new managerialism use estimates
for a more rational use of budgetary funds (the Netherlands). The
evaluation function has been largely institutionalized in ministries of
finance and audit offices. The objective was the assessment does not
support the implementation of programs, the detection of low performers and programs to save the budget.
When approaches aimed at reducing the role of the state, the policy of privatization, deregulation, decentralization and de-bureaucratization became popular In 1980-1990-ies; respectively, there were
changes in the planning system. Equipment from the private sector
moved to the public sector with a significant emphasis on accountability and results. There was an audit of administrative activities
(Performance audit), the budget process with a focus on results
(Result-based budgeting), the concept of use as a result of spending
(Value for money), which, although they were not estimate, but contained elements of such an evaluation. Therefore, the assessment is
based only on the methods of the social sciences, it was either absorbed or interwoven with other similar activities.
In Canada, the assessment has been combined with the traditional
audit function, focus on resources, products, and the introduction of
the rule of law, not only on strategies and influential programs.
Intention to introduce a mechanism for effective monitoring and
setting priorities in the budget, the desire to improve the image of
public administration and to support a more effective collective decision-making influenced on the development of assessment in the UK.
Financial Management Initiative in 1982 has become a tool for reducing and controlling costs.
In the Netherlands, assessment was used as a tool to rationalize
public spending and impact assessment. Therefore, the main role was
played by the Ministry of Finance, Audit Chamber and the Ministry
of Economic Affairs, which are associated with public finances and
economic policies, which indicates the relationship between the assessment and the development of public finance, results-oriented and
efficiency.
Also, a significant role played in the emergence of a political assessment and management factors. In the United States contributed to
the emergence of evaluating the introduction of planning, programming and budgeting in the defense sector. In Canada, the concept of
"new managerialism" and generally "allow managers to manage»(Letting the managers manage) allowed deputy heads of federal
departments to assume greater responsibility for the activities of their
departments and the implementation of programs (Canada). In Canada,
on the development impact assessment of the new initiatives in the
field of public administration, strengthening the role of accountability,
revision of the principles of public service "Public Service 2000",
when the basic principles of the culture, results-oriented and consumer
services were, innovation, people and accountability. Three «E»
(Economy, Efficiency, Effectiveness) - economy, efficiency and effectiveness replaced by three «D» (Diagnosis, Design, Development) diagnostics, design and development. In the Netherlands, assessment
focuses on the evaluation of the results of policies and programs and
includes an assessment of outputs and outcomes, as well as an as-

sessment of the structure and implementation of policies that can be
considered the assessment process. The dissemination of evaluation
played a role as the concept of "new public management", quality
management theory and practice of the administrative audit. Thus, of
public policies influenced on the development of evaluation by various factors in combination. As a rule, there is an effect to spread the
culture of evaluation of educational and social programs to other
areas and industries.
Evaluation of public policy is not common in the countries
studied. Evaluation of public policy in certain areas was carried out
mainly at the central level in the UK, the US and the Netherlands.
The US administration of President Barack Obama requires managers of agencies to set priorities, to demonstrate progress in achieving
them, explain the trends, but do not set the rating of successful and
unsuccessful programs, as it was before. Office of Management and
Budget has asked agencies to identify a small number of high priority targets with quantitative indicators and indicator values community
involvement in their development.
The government acted Analytical Center in the UK, who helped
ministries to develop a strategic vision in taking decisions and
programs. However, these structures were eliminated during the financial crisis, when in the 1970s the emphasis shifted to the effective
management of resources.
The Ministry of Finance acted Commission for the Development
Policy Analysis in the Netherlands, which contributed to the spread
of evaluation through educational and information activities.

2.2. Evaluation of State Programs
The US Government act on the activities and results demanded by
agencies of the five-year strategic and annual plans, defining objectives and performance indicators, measuring progress, monitoring
and evaluation of programs and their impact. In addition, according
to this document, the agency must submit annual reports on its work.
In Canada, absolutely all programs should be evaluated every five
years. In the mid-2000s, the annual estimated about 10% of all programs in 2009-2010 - 15%. Over the past 10 years we have been
evaluating about 40% of the programs that are considered grants and
payments. For these programs, the number of evaluation studies has
increased substantially during the 2000s and reached 68% in the past
three years. Every year, it held roughly around 230 evaluation
studies.
The procedure for assessing the benefits obtained by the money
spent (Value for money), the efficiency, effectiveness and compliance
was introduced in 2009. This assessment, as a government priority,
applies to all programs every 4 years in the strategic review.
Program Evaluation in Canada is designed to answer the following
questions:
- Compliance: whether the program continues to meet the priorities
of the department or the entire government, and actually meet the actual needs;
- The success of the programs: in what way and to what extent
the program is achieving the goals within budget, while avoiding significant adverse impacts;
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- The cost-effectiveness of programs: how effective means of achieving the objectives relative to alternative approaches [2].
"Key performance indicators" was introduced for the executive
agencies and services in the UK in 1988. Subsequently, almost all
agencies that provided services were to provide information on specific indicators. "Analysis of results and activities", which was prepared
by each department every year since 1994, noted the targets achieved
for public funds. Subsequently, the document was replaced by agreements between the Treasury and the departments of Public Service.
Also the audit of expenses (Spending Review) was carried out in
the UK: the first in 1998, then in 2000, 2002, 2004, and the total
audit costs - in 2007. Every time ministries were established
three-year spending limits. This allows greater flexibility in the planning cost ministries. In 2000, in the audit of public expenditures have
been made changes related public spending with measurable results.
Evaluation of public policy is a study aimed at a comprehensive
study of the state's influence on the development of a single industry
or sector. Such studies are usually implemented with a view to prepare the information and analytical basis for decision-making in areas
of state planning, as well as to identify priorities. In Kazakhstan, the
level of assessment is practically not represented in the system of
state planning.
Thus, the evaluation of public policy, in fact, be the basis for further evaluation of the effectiveness of public administration in general.
Of course, the evaluation of the effectiveness of state management
is a multi-faceted and multi-level process. The greatest difficulty is
the definition of indicators and indices, both basic and supplementary,
including reflecting the so-called deferred effects. In addition, you
must use along with the quantitative and qualitative indicators, allows
us to understand and explain the various processes and mechanisms
of public administration [3].
Foreign experience exemplifies that systematic, periodic evaluation
of the effectiveness of the implementation of strategic and program
documents is an important part of their life cycle. That program evaluation findings, conclusions and recommendations of the experts
largely determine whether the program will be implemented within
the existing form, whether it will be implemented in a modified
form, or its implementation will be terminated. [4]
Overall, the analysis shows that today there is a need a systematic
approach to the evaluation of the implementation of strategic and program documents, and determine their impact on the socio-economic
development of Kazakhstan and its regions. This is due to the practical significance for the sustainable development of the country, as
well as a lack of methodological elaboration of this issue at the present stage.
As part of the systematic approach the process evaluation of the
implementation of strategic and program documents is treated as a set
of control actions aimed at the implementation of the program's goals
and objectives. It should also be borne in mind that the assessment is
an analysis of the data using research methods. In general, the evaluation focuses not on the tracking of past changes in the process or
the development of the phenomenon, and the efficiency of achievement, analysis of the implementation of programs, projects and policies, as well as their adequacy and effectiveness. In this sense, the
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evaluation more than monitoring focused not on the current process,
and comparison of its scan, and the final result, i.e. the process of
implementation of programs and projects and the achievement of
results.
The world practice suggests that the quality of strategic and program documents must be assessed as at the stage of their
development. In particular, it should be tested the potential effectiveness of the strategic or policy document in terms of the development
of the sector / industry. Currently, agencies, developers of software
quality documents is determined subjectively by public servants in
terms of their sectoral competences and preferences, ie formalized
system of preliminary assessment at the level of institutions in the
system of state planning Kazakhstan is virtually absent. Although the
quality of the programs is also monitored minsiterstvom, the main attention is paid to compliance guidelines and compliance with tight
deadlines development program, which is insufficient to ensure the
quality of the program. It also does not allow the proper level of
quality of target indicators.
The introduction of the practice of public administration in the
Republic of Kazakhstan is important for performance management, it
will have regulatory impact assessment - one of the most effective
tools for reducing the burden of regulation, when the valuation is
carried out not by the developer, and a special body and not at the
stage of assessment of the problem, and at the stage of the finished
draft regulatory act [5].
The documents state planning system can be an effective tool for
implementing the government's economic, industrial and social policy.
They provide certain tasks republican, sectoral character and the corresponding concentration of resources, provide an opportunity to influence social processes targeted, integrated, systematized. They are reflected algorithms forthcoming action to address specific social
problems. The need to evaluate the effectiveness of the implementation of strategic and program documents related not only to
control expenditure. The performance assessment of the strategic or
policy document helps focus performers on achieving concrete results;
analyze the current trends; ensure timely adjustment; win the trust of
the public by publication of results.
Strengths of assessment should include the fact that it is able to
identify causal relationships and explain why something works or
does not work, recognizes the complexity and uncertainty of the real
world, and allows for flexible approach to the design and evaluation.
The rating uses a number of different approaches: it can be carried
out on an experimental or quasi-experiments, its conduct can attract
interested parties can test competing hypotheses can be assessed on
the basis of any theoretical constructs.
The country have been developed and adopted to implement a
number of documents that are the methodological basis of the strategic planning of state of Kazakhstan, including the monitoring and
evaluation of strategic and program documents during the 2009-2010.
It should be noted that the assessment of the implementation of
strategic and program documents of the Republic of Kazakhstan conducted several public authorities. The assessment carried out by each
of these bodies have certain differences in their content, as well as
the object, the object and the frequency of. Part of the documents is
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subject to the assessment procedure on the same criteria through different departments.
Thus, government programs and strategic plans evaluates Accounts
Committee for Control over Execution of the Republican Budget
(revision commissions of maslikhats) pursuant to Regulation assess
government programs, strategic plans of central government bodies,
territorial development programs and strategic plans of the executive
agencies financed from the local budget [6 ].
This assessment of the Audit Committee under the implementation
of state programs and development of territories and strategic plans of
the central government and executive bodies financed from the local
budget, understands their systematic, objective research and analysis,
determination of the level of achievement, as well as development of
proposals for corrective action. In general, the Accounts Committee
Methodology covers and effectiveness, and efficiency of the implementation of planning documents.
In the Republic of Kazakhstan developed and introduced
"Methodical instructions for evaluation of strategic and policy documents, including the form and procedure for drawing up the report,"
[7].
This valuation methodologies provides the following definition of
evaluation: "Assessment of strategic and program documents is to determine the extent to which efficiency and effectiveness of the implementation of strategic and policy documents."
This methodology is designed to provide methodological support
for the evaluation of strategic and program documents and establishes
the form and procedure for drawing up a report on the evaluation of
strategic and policy documents.
Evaluation of strategic and program documents based on the following sources of information of state bodies, local executive bodies
and other organizations; reports on monitoring of policy and program
documents; Reports from previous estimates of strategic and program
documents and conclusions of the Government of the Republic of
Kazakhstan and the Administration of the President of the Republic
of Kazakhstan, if any; national and departmental statistics; other
sources.
Responsibility for the provision of accurate information imposed on
public authorities, local executive bodies, as well as other organizations to provide relevant information.
At the same time the object of evaluation are the following documents planning documents: the Strategic Plan of Development of
Kazakhstan till 2020; Forecast scheme of spatial development of the
country until 2020; government programs; program development areas
of strategic plans of state bodies.
It should be noted that the evaluation of territorial development
programs and strategic plans of state bodies is carried out annually as
part of a system of annual performance evaluation of the central state
and local executive bodies of oblasts, cities of republican status, capital [8].
The aim of the system of annual performance evaluation of the
central state and local executive bodies of oblasts, cities of republican
value, the capital is to increase the efficiency of the central government and local executive bodies of oblasts, cities of republican significance, the capital. Performance evaluation is carried out on 7 areas

of activity of state bodies:
1. the achievement and implementation of strategic goals and objectives in assigned industry / field / area;
2. The execution of acts and orders of the President of the
Republic of Kazakhstan, Secretary of State of the Republic of
Kazakhstan, the Government of the Republic of Kazakhstan, the
Presidential Administration of the Republic of Kazakhstan, the Office
of the Prime Minister of the Republic of Kazakhstan;
3. The budget management;
4. The provision of public services;
5. personnel management;
6. The application of information technology;
7. legal support of state bodies.
It should be noted that the existing Methodical instructions for
evaluation of strategic and program documents do not meet the growing needs of today.
Basically, the current method evaluation is reduced to a simplestatement of evidence and to determine their deviation from the planned values. They may also indicate the reasons for performance or
failure. Despite the fact that the method of valuation provided by a
public authority to provide developer information onthe impact of outstanding events on the socio-economic, socio-political situation in the
region and the country the information is usually not available or
provided formally. Government agencies, developers do not provide a
complete scheme of causality implementation planning document,
which indicates a weak diagnosis of supervised industries and sectors.
It is no assessment of the impact (impact) planning document on
socio-economic development of a country or a particular region, on
the welfare of citizens is the main drawback of the current valuation
methodologies.
It should also be noted that the present method allows to evaluate
the effect of short-term programs. However, as is well known, investment, especially in the social sphere have long-term impact, with a
sufficiently long distributed lag.
In addition, the performance indicators of budget programs are not
linked to the achievement of strategic objectives. Thus, the state program of Kazakhstan in its structure contain the target indicators, targets, performance indicators, which do not always reflect the degree
of their effectiveness. To carry out a full assessment of the effectiveness of the implementation of the documents necessary to have every
document performance indicators that take into account and implement
specific activities, and collectively would comprise the data for all 16
regions of Kazakhstan that will allow in the future to assess the effectiveness of the regional implementation of a document.
In general, from a methodological point of view of evaluation of
policies and programs in the Republic of Kazakhstan is based on the
approach of "managing for results" and, accordingly, is made either
by the results achieved, which often appear in the form of benefits
and costs, either through a comparison of alternative options. In the
system of state planning in the Republic of Kazakhstan is almost not
developed evaluation sold (realized) strategic initiatives and experimental approaches used for the assessment. The main efforts are
directed to agencies implementing the functions of control and monitoring of the implementation strategy or program.
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3. Conclusion
Thus, on the basis of a comparative analysis of national systems
of evaluation of public policies in foreign countries (USA, Canada,
Great Britain, the Netherlands) found that the evaluation performed
three functions:
- Information (discovers Can you achieve the desired results
policy identifies errors and helps correct them);
- Low (helps rationally allocate resources, determine which programs can be closed, which pass into the private sector;
- Management (evaluation used to inform management decisions).
Also, it can be concluded that the evaluation of government programs includes more precise targets, indicators and budget expenditures in the countries studied, than the evaluation of public policy, which requires an integrated approach and evaluation at the strategic level. In contrast to the evaluation of public policies, evaluation
of programs is more developed and distributed in all the countries
studied (USA, Canada, UK, Netherlands).
As for Kazakhstan, evaluation of programs presented in Kazakhstan
mostly controlled only fiscal discipline and monitoring achievement of
the targets.
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Digital Marketing of Cotton to Generation Y College Students
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Abstract
This research examines the effect of cotton awareness digital marketing on Gen Y college students’ perceptions, attitudes and purchase
intentions of cotton clothing. Data were collected from three different
groups of college students: the group with no cotton marketing, those
with print media marketing, and those with digital marketing. The
findings confirmed that college students who had attended digital
marketing about cotton displayed the highest level of agreement on
the benefits of cotton clothing. They also exhibited the most favorable attitudes and strongest purchase intentions toward cotton clothing.
Marketers should consider a digital marketing strategy to promote
their products and services to Gen Y college students.
Keywords: Digital Marketing, Gen Y Consumers, Cotton Clothing,
Consumer Behavior, Qr Codes.

1. Introduction
Generation Y (Gen Y hereafter) has emerged as a major consumer
force in the marketplace as the spending power of the Baby Boomer
has dwindled significantly in recent years (Gardyn, 2002). Gen Y is
typically recognized and studied as one consumer segment. However,
the age range of Gen Y consumers widely varies (20-year-old to
37-year-old in 2014), which suggests that Gen Y is a heterogeneous
consumer segment (Noble, Haytko, & Phillips, 2009). College students
among Gen Y are considered to be the most lucrative consumers because of their large spending power, guilt-free spending habit, and
ability to influence others’ spending(Wolburg & Pokrywczynski,
2001). This consumer group is also known to be difficult to please
(Horovitz, 2002). They expect companies to offer customized services
and marketing messages in their preferred format and means (Ma &
Niehm, 2006). This notion implies that a conventional marketing
strategy may not be appropriate for targeting Gen Y college students.
However, the previous research on Gen Y has focused on this consumer segment as a whole and lacked in specifically examining college students separated from the entire Gen Y (Noble et al., 2009).
* Ph.D. Professor, Department of Interior Design and Fashion
Merchandising, Texas Christian University, +1-817-257-5937. Email:
jay.ryu@tcu.edu

Digital marketing has rapidly become an effective and efficient
means to communicate with Gen Y college students. Although several
studies have addressed Gen Y college students’ adoption intention of
digital marketing (Ryu, 2013; Ryu & Murdock, 2013; Wells,
Kleshinski, & Lau, 2012),its tangible effects on this consumer group
need to be further explored. Therefore, we aim to examine digital
marketing effects by comparing the attitudes and behavioral intentions
of Gen Y college students who are exposed to digital marketing,
print marketing, and no marketing. The marketing message used in
this research is designed to improve cotton awareness among Gen Y
college students as the present research is funded by Cotton
Incorporated Student Sponsorship Program.

2. Literature review
One of the bestselling fabrics that we have today is cotton. Cotton
fabric is comfortable because of its excellent breathability, absorbency,
and soft touch(Kimbrough, 2008).Cotton takes dye much easier than
most fabrics and the care is easy and economical (Broadbent, 2001).
The ability to take high ironing temperature and withstand abrasion
also makes cotton a durable fabric (Kimbrough, 2008). These traditional benefits of cotton fabric that make it the perfect material to
satisfy consumers’ apparel needs. The recent innovations in textile
production and finishing have greatly increased cotton marketability.
Technologies such as Wicking Windows™ and TransDRY™ for quick
drying have improved the demand of cotton in the performance apparel category (Crumbley, 2008).
College students aged 18-25 have been the subjects of many essential research studies to learn about their current awareness, perceptions
and attitudes toward cotton and cotton products (Hatchett & Williams,
2010; Jain & Pant, 2010). Studies have found that this consumer segment has low knowledge of the aforementioned benefits of cotton or
improvement in cotton properties. The average college student is undecided or unsure about knowing if the clothes they wear were made
from cotton (Hatchett & Williams, 2010). They also exhibited poor
knowledge of cotton(Jain & Pant, 2010). About 30 percent of the respondents indicated that they disagreed or did not know about cotton’s
durability and versatility, and a majority of respondents concluded that
they were unaware of the benefits of cotton(Hatchett & Williams,
2010). These alarming statistics indicate that the U.S. cotton producers
and importers are failing to capture a sizeable market segment of college students and that they may need a more effective marketing strategy to communicate with this consumer segment.
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College students grew up with Internet and various forms of communication media. Marketers label them as media and technology savvy consumers. They are immensely receptive to information available
online and love companies which take time to build and cater an advertising direction toward them in a platform they already find familiar and easy to use (Alderton, 2010). Smart marketers have begun to
diversify their marketing venues to include digital media in order to
stay more relevant to Gen Y college students. For example, Target
has successfully launched digital marketing to communicate with college students (Modzelewski, 2013).
Digital marketing has been described as promoting and educating
consumers about product, services, and brands using a variety of online media (Williams, Crittenden, Keo, & McCarty, 2012). It often involves consumer-centered and consumer-generated contents such as videos and blogs. Given the profile of the Gen Y college students who
are highly engaged in digital marketing (Williams et al., 2012), new
advertising mechanisms such as social media prove proven to be effective in increasing consumers’ knowledge of and interest in products
and services (Bayne & Cianfrone, 2013; di Pietro & Pantano, 2013).
The advancement of wireless technology and the ubiquity of mobile devices among college students encourage companies to consider
mobile marketing as a vehicle to deliver digitally created marketing
contents (Alderton, 2010). College students are highly responsive to
and form positive attitudes toward digital marketing when they can
easily access marketing messages using their mobile devices, and perceive the messages to be useful and entertaining (Lee & Cormier,
2010 Ryu, 2013; Ryu & Murdock, 2013). They also tend to adopt
mobile marketing when they perceive it positively (Hanley
&Boostrom, 2011; Wells et al., 2012). Research shows word-of-mouth
formed through mobile marketing favorably affects consumers’ attitudes toward products (Zhang, Jansen, & Chowdhury, 2011) and increases their purchase intentions (Hu, Liu, & Zhang, 2008). Evidently
mobile marketing through social network sites targeting college students has become increasingly popular, as it has a positive impact on
their consumption behaviors (Thoene, 2012).

3. Discussion and conclusions
Gen Y college students have emerged as a profitable consumer
segment because of their growing purchasing power(Wolburg &
Pokrywczynski, 2001) and influence on others’ buying decisions
(Horovitz, 2002). Marketers have revisited their marketing strategies to
identify effective ways to communicate with this important consumer
segment. Digital marketing could be one attractive option. Thus, the
main focus of this research was to examine the effect of digital marketing on Gen Y college students’ perceptions, attitudes and purchase
intentions toward cotton clothing compared to that of conventional
print marketing and no marketing. Three groups of research participants completed the survey about cotton benefits (comfort, affordability, style, durability, and versatility),attitudes and purchase intentions toward cotton clothing. The Group 1 represented Gen Y college students who did not experience any cotton marketing events;
the Group 2 represented those who attended cotton marketing events

using print media; The Group 3 represented those who attended digital marketing events using digital media. The results of ANOVA
analysis confirmed that three groups exhibited statistically significant
differences in all three accounts: understanding of cotton benefits, attitudes toward cotton clothing, and intentions to purchase cotton
clothing. The mean comparisons showed that out of the three groups,
the Group 3, the digital marketing group, exhibited the highest level
of agreement in cotton benefits, the most favorable attitudes toward
cotton clothing, and the strongest purchase intentions toward cotton
clothing.
It comes as no surprise that this research discovered the positive
effect of marketing events on college students’ perceptions, attitudes
and behavioral intentions. Gen Y college students actively seek information that helps them make purchase decisions (Noble et al,
22009). Thus, companies should continue to provide them more information about products and services in order to influence their
opinions and behaviors through effective marketing strategies. The
findings also confirm that Gen Y college students are more receptive
to digital marketing compared to conventional marketing. We observed that college students more willingly participated in various
marketing activities available online and accessible via their mobile
phones. Consequently, they recognized and understood the benefits of
cotton clothing better when the information was presented in digital
formats such as mobile-enabled QR codes and contents linked to social media than in conventional print formats such as posters and
flyers. Thus, digital media appearto be a logical option for conveying
the marketing messages to the consumer segment of Gen Y college
students. Companies should revamp their marketing strategies to include various digital media platforms when delivering marketing messages in order to create "digital buzz" about their products and services.Just as word of mouth has a major influence on consumer behavior (Lam, Lee, & Mizerski, 2009),electronic word-of-mouth generated by digital marketing may have a significant impact on the behavior of Gen Y college students who are digital media savvy
(Crumbley, 2008).
Regarding marketing contents, companies should create more interactive and experiential digital marketing messages. The participants of
the cotton marketing events in this research displayed a high level of
involvement when the marketing activities were interactive and
experiential. This result suggests that companies need to update their
static marketing messages to live and spontaneous marketing messages, which are more suitable for digital media platforms, in order
to stay relevant with Gen Y college students. Mobile marketing communications using QR codes are especially effective when targeting
college students who enjoy a mobile lifestyle (Ryu, 2013; Ryu &
Murdock, 2013). Research shows that an entertaining learning environment improves student learning (Hromek & Reffey, 2009).As the
QR code is considered a ‘convenient form of entertainment’ (Grant &
O’Donohoe, 2007), QR code-based mobile marketing may be particularly useful when marketing is intended for educating consumers and
disseminating valuable product and service information to them.
With companies beginning to implement digital marketing strategies
to communicate with college-aged consumers, they should not neglect
the differences may exist within the consumer segment of Gen Y col-
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lege students. Because this research used the data collected from students of one university, caution should be taken to apply the findings
to other Gen Y college students. Also, the marketing messages used
in this research were specifically designed to improve cotton awareness among college students. Digital and conventional marketing in
other contexts may yield different outcomes.
Future research could recruit Gen Y college students with different
demographic backgrounds to investigate the diversity within the Gen
Y consumer group. Future research could also use various marketing
messages to examine whether consumer acceptance of digital marketing is content-specific.
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<Table 1> Correlation matrixa and descriptive statistics
(n = 600)

Cotton comfort (CC)
(Mean = 5.87; SD = 0.95; α = 0.72)
Cotton affordability (CA)
(Mean = 5.56; SD = 1.05; α = 0.75)

CC

CA

CS

CD

CV

AT

PI

1

0.65

0.42

0.60

0.58

0.25

0.57

1

0.42

0.68

0.69

0.23

0.62

1

0.53

0.57

0.15

0.46

1

0.63

0.26

0.62

1

0.22

0.65

1

0.21

Cotton style (CS)
(Mean = 4.95; SD = 1.20; α = 0.73)
Cotton durability (CD)
(Mean = 5.45; SD = 1.08; α = 0.72)
Cotton versatility (CV)
(Mean = 5.25; SD = 1.11; α = 0.71
Attitude (AT)
(Mean = 5.65; SD = 1.04; α = 0.92)
Purchase intention (PI)
(Mean = 5.32; SD = 1.01; α = 0.86)
a

1

All significant at 0.01.

<Table 2> The result of ANOVA
Sum of Squares

df

Mean square

F

Between groups
Within groups
Total

83.46
544.45
460.99

2
597
599

41.73
0.83

54.04***

Comfort

Between groups
Within groups
Total

58.51
603.18
661.69

2
597
599

29.26
1.01

28.96***

Affordability

Between groups
Within groups
Total

110.84
753.56
864.40

2
597
599

55.42
1.26

43.90***

Style

Between groups
Within groups
Total

104.06
599.54
703.60

2
597
599

52.03
1.04

51.81***

Durability

Between groups
Within groups
Total

114.17
625.83
740.00

2
597
599

57.09
1.05

54.46***

Versatility

Between groups
Within groups
Total

150.92
497.41
648.33

2
597
599

75.46
0.83

90.57***

Attitude

Between groups
Within groups
Total

114.25
495.95
610.20

2
597
599

57.13
0.83

68.77***

Purchase intention
*** Significant at 0.001
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Kazakhstan’s Gender Policy: Problems and Prospects
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Abstract
The purpose of this paper is to review, analyze and identify the
suitability of Kazakh gender policy to the changes taken place in the
society and to suggest necessary changes. After meticulous review of
germane literature, the researchers applied an analytical approach
which focuses on analyzing the Kazakh’s gender policy and its issuance guidelines based on the present requirement of the society. Even
though the policy has introduced with astonishing prudence, present
day’s living trends in the society imperatively require some notable
modifications which protects the rights of women and minority sections of the society. Kazakh gender policy requires some up-gradations which flawlessly support the lifestyles of the feminine
community.
Keywords: Gender, Women, Socialroles, Kazakhstan.

1. Introduction
In the context of human resources development, the empowerment
of women is of paramount importance. It has already proved that in
any country where a high degree of gender equality is greater in
terms of both opportunities and benefits, there is absolutely high economic growth and prevails better quality of life. Addressing gender
inequalities and women empowerment is the prime concern to any
country in every part of the globe. In 2000 the majority of UN
member states adopted the Beijing Declaration and Platform for
Action to enhance the advancement and empowerment of women and
to promote gender equality. Women around the world are struggling
for their human rights. Globally, there has been a gradual positive
change in terms of advancement of the status and role of women, the
* First Author and Corresponding Author. Professor & Head:
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Science & Technology. Nimra Nagar, Jupudi, Ibrahimpatnam- 521
456, Andhra Pradesh, E-mail: prmouly@yahoo.co.in
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of the Republic of Kazakhstan. 25 I, Essenberlin Street, Astana
010011 Republic of Kazakhstan. E-mail: yanovskaya@mail.ru

reduction of their inequality, democratization and humanization and
the creation of equal opportunities for women and men.
Gender problem is important and is linked to development of gender disparities, infringes on the rights and possibilities of people are
a barrier to any society’s sustainable development. Gender problem is
more important because it is a problem which hinders the development of every sector of the economy. As aptly said by Shakirova
(2015) modern Kazakhstani society can be described as a complicated
mixture of cultural and ideological features like Nomadic style of life,
belonging to Turk language family, domination of Islam, Post-Soviet
postcolonial mind, liberal democracy, market economy, Central-Asian
regional leadership, Eurasian geopolitical ideology, etc. The
Government of Kazakhstan through its resolution # 1190 on 27th
November, 2003 approved gender policy for the country. This gender
policy has given clear directions on the achievement of balanced participation of men and women in the power structures, the provision
of equal opportunities for women’s economic independence, entrepreneurship and career development, creation of conditions for
equal exercise of rights and responsibilities in a family and freedom
from gender-based violence (https://www.ndi.org/files/KazakhstanGender-Strategy-2006-2016.pdf).
The traditional power oriented domination of men over women has
been changing drastically in the last two to three decades. Even
though significant attitudinal changes have taken place in the male
community, it is not up to the mark to comprehensively eradicate
gender inequality. Particularly, Kazakhstan since its independence has
achieved highly alluring progress in the protection of rights and legitimate interests of its men and women. In this milieu, the researchers
attempted to meticulously review the existing gender policy based on
the present situation to identify whether the policy is suitable to the
present situation or not.

2. Kazakhstan Gender Policy
The objective of any gender policy is working towards an organization which implements gender point of view as a focal point to
frame its internal and external policy. The gender policy is featured
by the truth that societal customs regarding men and women are broken and that both the sexes have equal access to power, authority
and resources which is perceptible in the goals, strategy, structure and
culture of the organization. Gender policy can be framed on the gender analysis which includes: a) main goals; b) short term goals, detailed towards concrete results; c) measures to achieve those results;
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d) responsibilities; e) communication plan; f) budget; g) timetable; h)
reportage and evaluation (http://www.zenska-mreza.hr/prirucnik/en/en_
read_gender_diversity_3.htm).
Right from its inception, Kazakh gender policy is strictly in the
directional lines of the policy framework. In 1998, Kazakhstan joined
the convention on the elimination of all forms of discrimination
against women and ratified the convention on the political right of
women and the convention on the nationality of married women.
Gender imbalance prevents the formation of high-grade types of social
activities. The experience of men and women needs to be considered.
Limiting women’s participation in the political life of the country,
their removal from power at all levels will limit the efficiency of the
state and its policy. Sustainable gender development is the creation of
social infrastructures which promote dynamic economic growth, the
formation of civil structures, creating conditions for personal expression of every human being, both men and women. They should
have equal access to economic, political, educational resources and be
able to express their interests and achieve their vital goals. Since its
independence in 1991, Kazakhstan has witnessed tremendous notable
changes in every facet and sector of the economy.
By acceding to the UN Convention on the elimination of discrimination of women in 1998, it acknowledged its commitment to advance the rights and interests of women. Kazakhstan also joined more
than 60 international agreements on human rights. The gender policy
adopted by Kazakhstan defined the following main directions of gender policy: a) achieving balanced participation of men in women in
power b) ensuring equal opportunities for women’s economic independence c) developing their own business; d) career promotion e)
enabling equal rights and responsibilities in the family; f) freedom
from violence. The strategy of gender equality for 2006-2016 developed in Kazakhstan provides solutions to achieve equal rights and opportunities for women and men. There are many problems of gender
inequality in Kazakhstan.
In real life, women have fewer rights and opportunities than men.
From the results of sociological surveys and analyses elsewhere we
can draw a conclusion: gender inequality still exists in Kazakhstan.
During 1990-2000, the decrease in total employment took place,
mostly, at women’s expense and there was an active migration of
women from paid labor to unpaid house work, and\or towards irregular non-qualified employment. Unemployed women in Kazakhstan constitute 58 per cent, and their wage in all types of activities adds up to
only 60.8 per cent of cumulative male’s pay. Even in traditionally
women-dominated spheres, like health care, education, social protection
and others women earn less in comparison with men (http://www.panorama.kz/archiv/2000/25.htm). The 1979 UN "Convention on abolishment of all types of discrimination against women"was ratified by
Kazakhstan in 1998. This convention is directed to ensure the following women rights: a) To elect and be elected in all publically elected
organs; b) To take part in the formation of the state policy and be a
state employee; c) To be a member of a non-governmental organization, working on the social and political problems of the country’s

life (http://www.kafu-academic-journal.info/journal/3/60/).
Representation of women in the Parliament has decreased in 1999
it amounted to 11.2%, in 2007 – 9.5%, while in 2010 г. – 13,6 %.
The number of women in power is decreasing depending on the
height of the position. In spite of the growth in the number of women as political civil servants (9.5% in 2000, 10.3% in 2007 and
9,4 %. in 2010), there are only four women ministers, 8 deputy ministers, three committee chairs, five deputy and only one district akims
(mayor/governor). There are no women region and/or town akims.
Women deputy district akims make up only 17 %. Women are not
in demand on the labor market. Of all women who applied for jobs
to the Employment Services only every sixth has been placed.
Among persons employed for hire 50% are women but their salaries
make up only 60% of men’s salaries. Women are engaged in low
paid jobs even in such sectors as healthcare and education. In 2011
women’s salaries comprised between 85% - 84% of men’s salaries.
Women can bring to management a new set of criteria, change the
traditional management style based on mutual relations, consistence of
actions and humanistic landmarks. The future of humanity depends on
the level of women’s education, their social status and health. To
provide legal mechanisms of women’s rights protection in Kazakhstan
it is necessary to improve legislation, i.e.: a) Increase the number of
women in bodies of authority b) create economic exemptions and
preferences for women c) provide increased legal and social guarantees for women.
Currently, women in Kazakhstan are insufficiently represented in
government and political bodies. There is a typical gender-biased pyramid of power, with women occupying its lower and middle levels,
but are not found at the top (decision-making) level. Although the
proportion of women in Parliament in 2006 grew to 15.9% (17 women), the overall number of women there amounted to 12.7% in 2007
and 13.6% (21 women) in 2010. The proportion of women in local
administration in 2010 was 51%, with only 9.4% among political civil servants and 55.9% in administration. Such distribution of employees in various structures of governance shows a low representation of
women in politics. This is a barrier to a greater gender sensitive political participation and representation.
Despite the fact that the fundamental principles of gender policy in
Kazakhstan establish constitutionally guaranteed equal rights and freedoms for men and women, they are not backed up by guaranteed
opportunities. In pursuance of the "Strategy of Gender Equality" the
law "On Equal Rights and Opportunities of Women and Men"was developed in Kazakhstan. It provides for special measures (by introducing quota) to be implemented to increase the representation of women
at decision making level. Following the practice of developed democracies and in order to build up the political capacity of women who
are party members, a system of quota (of not less than 30%) has
been introduced for women nominated as candidates for election or
for appointments for leadership positions. This measure is aimed at
eliminating the discrimination of women and inclusion of the principle of gender equality.
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<Table 1> SWOT Analysis on Kazakh Gender Policy
Strengths
1. Convention on Liquidation of All forms
of discrimination against Women
2. Gender Equality Strategy
3. Cooperation with international
organizations
4. Women’s civic activity
5. Government support of credit lines for
women’s business development
6. Legislature development

Weaknesses
1. Women’s traditional roles and places
in society
2. Formal equality
3. Imperfection of legislature
4. Lack of government–NPOs interaction
5. Absence of gender policy government
monitoring

Opportunities
1. UN member states have commitments
to eliminate gender disparities
2. Policy for achieving gender equality;
3. Strengthening NPO;
4. Developing ties with international
organizations on gender issues;
5. High level of education among women

A special government body needs to be created to oversee due
procedures and processes and take special measures to maintain
equality. Improving the collection and analysis of statistical data of
the state of gender equality is a priority in the implementation of
gender equality principles in Kazakhstan. It ensures an effective monitoring of gender policy in the country. An enabling environment is
being created in Kazakhstan for gender-sensitive budgeting at both national and local levels. The Social (Gender) Budgets Project aims at
capacity building of the national commission, civil servants, members
of Parliament, women NPOs through the application of gender
analysis. However, the full use of gender budgeting requires a political will which will ensure a sustainable application of gender approaches in budgeting. Women’s personal development is understood
as a condition of men’s personal development since men’s personal
development is a prerequisite for women’s growth and participation.
The entire society will benefit as a result. A huge untapped potential
of creative forces and capabilities will be involved which will shape
up modern gender models. This will change the ratio of goals and
priorities of gender policy.

3. Conclusion
Kazakhstan’s gender policy confidently achieved optimistic results
since its inception which develops with a perfect blend of international experiences and the national features. The President also reiterated the significance of women participation in decision-making
and also declared that it will be necessary to expand participation of
women in production, in particular at the new enterprises, to help
them to eventually occupy large political posts. At the 2010 World
Economic Forum, it was noted that in a rating of gender equality,
Kazakhstan occupied an honorable 41 place among 135 states and

Threats
1. Financial crisis
2. Under representation of women in
management
3. Discrimination of women in career
promotion and in staff reduction
4. Legal illiteracy
5. Prevalence of women unemployment.
6. Women’s minority in power.

ahead of 14 states of the European Union on this indicator
(www.ca-news.org/news/625491? from=ya). Based on the recent developments in Kazakh society, gender policy requires some up-gradations
which flawlessly support the lifestyles of the feminine community.
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Innovative Mechanisms in the Procurement Logistics of the Republic of Kazakhstan
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Abstract
Innovations in the procurement logisticsnow is very popular in
Kazakhstan. Nowadays there are a lot of documents of transport infrastructure and Kazakhstan logistic system is developing more and
more. Procurement logistic is the direction where you can count,
sometimes you can buy some products or transport equipments.
Logistic in Kazakhstan is new direction, there are a lot of young
people who choose this specialty and will stay demanded. Our president said a lot of words in strategies about development in logistics
and so there will be new methods that will be used here. Innovations
are new technologies that are used in different spheres so this structure as procurement logistic will develop in Kazakhstan and every
citizen of our republic will support it. Transport systems are used for
transitions different products so there are a lot new transition roads
for example
Western China - Western Europe; Astana-Almaty;
Astana-Ust-Kamenogorsk;
Astana-Aktobe,
Atyrau;
Almaty
Ust-Kamenogorsk;
Karaganda
Zhezkazgan
Kyzylorda;
Atyrau-Astrakhan, it helps Kazakhstan to support international links
between other countries.
Keywords: Innovations, Transport System, Trade Companies, Transit,
Manufacture.
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are slowly beginning to make sense and be practical. Reading the
message of the President of the Republic of Kazakhstan N. A.
Nazarbayev, the first thing he noticed - the development of innovation in transport¬logistics infrastructure. It will be implemented
through the formation of macro-regions on the basis of hubs. In this
framework infrastructure will connect with Astana and interconnected
macro-regions trunk road, rail and airlines from the radial principle.
First of all, you need to implement major road projects. This Western
China - Western Europe; Astana-Almaty; Astana-Ust-Kamenogorsk;
Astana-Aktobe, Atyrau; Almaty - Ust-Kamenogorsk; Karaganda Zhezkazgan - Kyzylorda; Atyrau-Astrakhan [1]. The priority should
still developing and improving transport routes, the development of
such areas as logistics. Procurement logistics is one of the areas of
logistics, the main purpose of which is directed to materials management in the process of enterprise material resources, and includes the
following tasks: identification of the need for material resources; market research procurement; choice of supplier; procurement; control of
supply; procurement budget preparation; coordination and system procurement relationship with the production, marketing, storage and
transportation, as well as with suppliers.
The relevance of this study, namely the study of the mechanisms
of innovation in procurement logistics has its own prerogatives. No
such thing as logistics is already gaining your target audience. The
President of the Republic of Kazakhstan N. A. Nazarbayev raised in
his speech the main question about application of new methods of investigation, settlement analysis in the areas of procurement and supply
of material resources. [2] Comparing the foreign experience of development in this direction, in many foreign countries Logistics has long
since become a practical business tool. The gross of national product
of leading industrialized countries receive 20-30%, which is associated
with logistics systems. As international experience shows, a decrease
of 1% of logistics costs equivalent to an increase in sales of the
company by almost 10%.

2. Main Part
There are several dozen freight forwarding companies provide
transport and logistics functions in Kazakhstan. However, the logistical
structure of Kazakhstan is underdeveloped and do not always cope
with the increasing traffic, a number of reasons, among them - scattered and uncoordinated actions of participants in the freight market,
especially in the regions. Working in the new economic environment,
Kazakh business solve their own problems using local solutions.
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Manufacturing and trading companies are developing their own logistics structure, disproportionately increasing the cost and reducing their
competitiveness. If you go this route, then the costs will only increase.
Only a systematic approach of all market participants transport and logistics services help to solve common problems for everyone. One of
the reasons for the low competitiveness of domestic products is the
cost of freight forwarding software delivery, the value of which is 2-3
times higher than in developed countries. The explanation lies in the
presence of deficiencies in the transport, customs, poor transport network, the existing artificial administrative barriers, etc.
The index of efficiency of logistics systems of the World Bank in
2010, Kazakhstan has the 62nd place. Forecast to 2020 - 40th place.
LPI - the index of the World Bank, considering the ease of implementation of the supply of goods and the state of trade logistics
and trade at the national level. Lack of Kazakhstan transport and logistics infrastructure, well-functioning system of forwarding service,
based on the internationally accepted practice of terminal technology,
complicates the process of barter, and reduces the efficiency of transport rolling stock, which generally adversely affects the development
of the entire economic complex, not allowing full use of its potential.
According of the assessments of companies - Cominfo Logistics
Solutions (Russia) and Kazakhstan Innovation Agency (Kazakhstan)
the modern potential of Kazakhstan market of logistics favors is approximately 10-11 billion dollars USA. Building a modern transport
and logistics infrastructure will integrate Kazakhstan into the international global transport and logistics system "Western China - Western
Europe". This can be achieved by using a multi-modal container service that ensures the formation and transport of transit flows [3].

the project - about 70% of the TLC network configuration will provide complete coverage of the domestic needs of logistics service and
reach the neighboring markets Ural-Siberian region, Central Asia as
distribution centers [4].
Kazakhstan's position among the major trading partners China and
the countries of the European Union dictates the main challenge for
the development of transport and logistics system. In 2011, the trade
volume between China and the European Union amounted to 567.2
billion. Dollars, the volume of traffic - 12.6 million. Twenty-foot
equivalent (hereinafter - TEU). The share of Kazakhstan in providing
transit of this volume is less than half a percent, and the vast majority of imports from China into the European Union should be by
sea through the Suez Canal. Accelerated development of China's western provinces will increase traffic through Kazakhstan. By the results
of 2012 Kazakhstan took 86th place in the World Bank index effective procurement logistics and planned comprehensive measures to improve the quality of procurement, as well as the removal of physical
and non-physical barriers provide Kazakhstan rise to 40th position in
this ranking. With regard to the development of innovative activity in
Kazakhstan in 2013-2014 years. It has increased by almost 2 times.
Significant improvement in the position of Kazakhstan is observed by
a factor of "Innovation potential," according to which Kazakhstan improved its ranking by 19 positions and took the 84th place. At the
same time subfactors "The ability to innovate" as the country rose to
74th place, increasing the ranking by 18 positions. [Table 1- 5, pp.
80-81]
<Table 1> Dynamics of change in the position of Kazakhstan in the
context of subfactors of Innovation and Technology
Subfactors for Innovation and Technology

2011-12 2012-13 2013-14

Availability of latest technologies

103

90

88

Development of technologies at the company
level

113

91

78

Innovation potential

101

92

74

Government purchases of high-tech products
(procurement logistics)

93

71

58

Source: author’s development resources [3,p.11]

<Figure 1> The forecast traffic growth in the direction of China - Europe
and transit through Kazakhstan [3].

The GDP due to logistics formed 20-25% in the EU. Development
of integration processes in recent years have opened a clear perspective for Kazakhstan to make logistics quite profitable segment of
the economy. Within two years - 2014-2015, fully formed network of
transport and logistics centers (TLC) with the participation of the private sector. Today the combined capacity of warehouses of this type
is 800 sq. meters. Lack of space in 2012 amounted to 2 million sq.
meters and by 2020 will require more than 4 million sq. m. meters
of storage capacity. The total investment is about 500 million.
Dollars. USA. The share of private sector in the implementation of

Gradually unfolds in Kazakhstan strategy of innovative
breakthrough. Concrete steps for the implementation and promotion of
innovative programs are made with the adoption of the Strategy of
Industrial and Innovation Development of Kazakhstan till 2015, the
laws "On innovation activity", "On Science", the State program for
accelerated industrial and innovative development of Kazakhstan for
2010-2014 . Its initial stage is connected with the problem of overcoming the technological backwardness and modernization of basic
sectors. This involves the development and implementation of high
technologies, increasing returns of important sectors of the economy.
[5] Also important factor in the logistic operations, as analyzes of
supply resources and their management. Given the data statistical
agencies, the state of this factor is significantly improved compared
to previous years. It says only that Kazakhstan begins to introduce
new techniques, innovative mechanisms for the promotion and implementation (fig.2):
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The study indicates that even in terms of hard budget constraints
phenomena in the field of investment in infrastructure and transport
development such direction in Kazakhstan as procurement logistics are
a necessary component of public policy, as they contribute to accelerate socio-economic development of the regions [7].

References
Compiled by the author based on the data on website www.stat.kz
<Figure 2> The proportion of purchases made in the field of logistics
operations in Kazakhstan in 2012-2014 years

3. Discussion
Program for the development of transport infrastructure, as well as
works on them operations in the Republic of Kazakhstan for
2010-2014 years. Investments provided a total of 1.8221 trillion.
tenge (12.1 billion US dollars), which recalculation on the length of
the road network will be about 125 thousand US dollars at the average cost of reconstruction of 1 km of roads 2.7 million (that is, at
best, will be financed by only about 4.6% of the existing needs) [6].
Over the last decade on the development of road transport infrastructure in-Kazakhstan in the field of equipment (including local road
networks) allocated more than $ 6.5 billion. (995 billion. Tenge),
with the volume Financing for increased almost 8 times. However,
this does not mean that the development of logistics infrastructure is
at a proper level. Kazakhstan seeks to gradually realize its goals and
objectives.
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Abstract
Kazakhstan initiated the national economy development by means
of cluster approach. In 2004 Kazakhstan has launched its project for
Diversification of Kazakhstan’s Economy through Cluster Development
in Non-Extraction Sectors of the Economy. Kazakhstani Government
is the main initiator of the project. This project involves elaboration
of concrete Action Plan intended to raise competitiveness of non-extraction sectors of Kazakhstan’s economy. Successful realization of the
program is to result in increased production and sustainable economic
growth of the country. The project in general is based on cluster approach, that is well-tried and efficient instrument for raising competitiveness and promoting economic development of regions and
countries. The essence of the cluster approach is in forming of a certain group of geographically localized interconnected companies, suppliers of equipment, component parts, specialized services, infrastructure, research facilities, higher education facilities and other associated institutions needed to achieve a certain economic effect and
amplifying competitive advantages of certain companies, the cluster itself and the country in general.
Keywords: Innovations, Prospects, Innovative Strategy, Science,
Scentific Projects.

1. Introduction
Nowadays we frequently meet the words as "new technology",
"innovation", "renewed products" from books, newspapers, magazines,
news. Certainly meaning and importance of these concepts are deep
and very valuable, because the development of world economy is
aimed exactly at this innovative direction.
What is innovation? There are a lot of definitions of innovation,
but because they examine innovation from different sides, they are
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National University. 71 Al-Farabi Avenue, Almaty 050040, Republic of
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050040, Republic of Kazakhstan E-mail: s.kupeshova@mail.ru

not similar. Go certificate, increased that innovation, because but all
they examined from different sides, they are not similar. There are
inherent feature and reasons of emergence of actual innovations and it
has at least two features.
First, "innovation" means something new, special. But a question
of "starting over" it's not about innovation. Many of the profitable
appeared with development before well-known ideas and with entering
of new services.
Second, innovation of idea is not innovation. Innovation is not invention or finding something new, even of it's unexpected and
remarkable. If news has no economic and social cost, it's not innovation, because an innovation is entering to production of result
provided with useful innovative tendency.
As statistics and historical information shows, all the innovations
are achievements of science and technique. For example, in the middle of XVIII century valuable antibiotic-penicillin, picture, telephone,
radio personal computer, internet, Earth artificial satellite are the results of innovational processes.
But it's when science serves not for science but for business.
These innovations improve human life with each year. not enough to
have of science and craft to learn innovations well.
Innovative activity is extremely important ability and gift of businessman, scientist and manager. For example, the father of lamps famous Thomas Edison was very talented dreamer, thinker. He had
more than 600 patents, but firms that he created and managed weren't
successful. Only the innovational projects that he handed to manage
other managers were successful, for example General Electric (GE)
entered to manufacture many of the Thomas Edison's innovative
ideas.
The not about the impossibility of choosing the right business or
not having money, or impossibility of choosing the right partner, but
it is about looking at business the other way. they how works they
think that they can manage the business of this technology. worked
technologists, and manufacturers forecast profitable and permanent development of manufacture from the strategic side.
That is why in order to create workers have to manage the innovative business, this of service differs a lot from the traditional
one.
Also, the experience of developed countries show, nation's innovative development interacting of state, the improving of ability to
economic competitiveness won’t reach the expected results, therefore
preparation of novative and investment politics to remain as state
object.
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2. Main Part

<Table 2> Number of organizations that made investigations and preparations

State in order means one time carried out structural politics market
механизмдегідей economy structured industry element interval ғы
high mutual connection пен attended тікті provides takes.
The role of individual sector is entering to market new innovative
preparation and innovations according to investigations and taking
front-rank foreign technology. And role of state is to influence to
take elementary education, create technological complex onapproach,
also make confortable situation for innovative infrastructure in order
to reachactivity.
In world economy countries like Japan, South Korea, Finland,
Singapoor and others reached economic development in supporting
and developing industry and they became leaders intechnical and
innovative. states’ experience this is one of the factors of developing
of industry, founding of products that are competitive, its further developing’s politics its leading role stands first, individual enterprise
sector is the one that enters the innovative idea production, the production level is low in companies that produce products, then the
project and be unsuccessful.
In 5 states – thesUSA, France, Japan, Germany and Great Britain
from the side of the state for the science allocated about 80% of finances and in these countries work 50% of the scientific workers. [1]
Indexes show that Kazakhstan's level of today's innovative-technologocal industry is low from the world level. But, taking into account that Kazakhstan came to innovative development
comparatively late we should consider these numbers to the future
direction.

2010

2011

2012

2013

414

424

412

345.0

state sector

94

95

85

69

supreme sector of
knowledge

115

121

115

121

an enterprise is a sector

111

108

149

105

Individually not
commercial sector

94

100

63

50

Number of organizations,
executed that to
investigate
in that a number:

If we examine according toobject, the level of share of individual
enterprise sector to development of innovative activity is low.
In Kazakhstan the level of industrial innovative activity comparatively very low. In 2012 that index made only 5,7%. This means
that only 5 of every 100 manufacture deals with innovative activity.
To compare we can pick out neighbouring Russia which index is
13%, Germany - 69,7%, Belgium - 59,7%, Ireland - 56,7%, the USA
- 50%, Hungary - 47%, Poland - 38%, Czech republic - 36,6%,
Turkey - 33%.[2]

<Table 1> comparative level of Kazakhstan and world countries in
innovative-tekhnological sphere
Indexes

Kazakhstan

USA

Sweden

Japan

GIA investigates
scientifically charges, that
were sent, %

0.23

2.90

3.40

3.36

Enterprises in industry of
innovation activity is a
level, %

5.7

66

75.3

60

On export of country
highly technologically
weight of deposit
products, %

2.0

32

10.4

54

Registered oneself 1 млн
to the people patents are
a number

93.6

141.1

302.7

258.4

According to investigations and experiments the number of incorprated projects in 2009 raised from 235 to 390 in 2011 for 40%.
at this point, number of projects scientific incorporated with scientific
corporations raised twice from 60 to 134, the share of this project increased from 25% to 34,3%. Also, the number pf projects incorporated with high education increased (from 15 to 45), high education preparatory share increased from 6,4% to 11,5%. [1]
As Table 2 shows organizations that made investigations and preparations in Kazakhstan, active organizations are very less.

<Figure 1> Organizations, 2012 year, executed that to investigate

Charges that wasted to science industries at science-technical works
make 50928,4 million tenge. As shown in picture 2 of we discuss its
branches, 47% is a technique, and 29% is conducted in natural science direction. [3]

<Figure 2> charges (million tenge) that are wasted to scientific-technic
works in science industries
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Discussing the development of innovation and scientific-technicin
Kazakhstan, we can pick out features pf innovative development that
are listed below:
- still slow development of raw material economy sector
- lack of real economic influence on innovative and scientific-technic finances activity
- absence of home innovative products at the market;
- low degree of scientific worker, low level of material and moral
stimulation on young people coming to scientific innovative activity
- lack of internal financial resources and low level of attractiveness
in innovative sphere to foreign capital.
As discussion of innovative activity in Kazakhstan shows, a science-product cycle, viz. innovative process ends at the very beginning, sometimes it ends at the primary stages of investigation or at
the stages of making examples, this means that products are not
ready to be enetered to home industry. Certainly the are many factors
that reflect, one of them is the deficit of reasonable management.
Nowadays the basis of economy of developed countries consist of
new technologies and competetive products. And of course the further
development of this economy depends on future specialists.
Talking truly, forming of American, West European and Japanese
management influenced on Kazakhstan's development of management.
Up to this time most of the specialists that studied at universities got
knowledge from the books prepared in these countries and Russia.
We are not against of these qualitative knowledge tools, but all of
them are directed at its national, social and cultural features, and they
are dedicated at resolving questions of those countries. Here we can
mention the main question which is the lack of qualitative knowledge
tools that show economic features of Kazakhstan.
The subject of "innovative management" is comparatively young, it
is one of the new subjects that are enetered to state higher education
system. It is one of the professional subjects which os dedicated to
prepare management speciality. There are a lot of reasons of being
necessary of the subject "innovative management".
First, to male human life better in development of civilization is
based on inventing tools and products, for example the invention of
first automobile, telephone and television, internet and computer, development and achievements of medicine. This mans that the basic
aim of innovations is the aim pf you and us, and the aim of all the
governmental organizations. Therefore each state that thinks about its
future defines the influence of innovation to human and finds the
ways of prosperous using of innovations to human.
Secondly, it is the development of world economy development
based on science and technique achievements. The basic way of economic
improving
nowadays
is
producing
competativeproducts.Competative product is product that is high qualitative, acceptable at ecologic standards, produced according to late
achievements of science and technique. This means that we have to
switch to high qualitative production of raw materials in order to improving the lives of Kazakhstani people. But in order to develop that
kind of production we need high educated, high erudited, faithful and
leadership qualited specialists.
Thirdly, we have to be independent from the countries that have
leadership bends in innovative industry. Nowadays in Kazakhstan all
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the all the products with high technology in the market are the products of import. However, nowadays in Kazakhstan it is impossible to
build competitive computers, transports on level of the first class,
connection technologies. But in our country fundamental, university
science is well developed, according to these achievements it is possible to produce tools and transport for spheres of physics, chemistry,
medicine industry, the agricultural and oil producing industry. We also need innovative management to solve this question. To mention,
we need to newly master the natural resources, open new work places, enter scientific scale technologies maximally less, unite and manage making and producer economy that doesn't need personal creative
ability and activity.
Fourth, to strengthen connection between science and business.
Nowadays the basic question of high educational places in
Kazakhstan is to strengthen the connection between theory and
experiment. Innovations that are discussed nowadays are most of the
things without which we cannot do anything, for example, internet,
cell phone, personal computers are invented accroding to this science,
are invented exactly with this theory and experiment, viz. with the
connection science and business.
There are a lot of projects and strategies are accepted tp develop
Kazakhstan's innovative activity, innovative infrastructure is carried
out. A lot of expeditions are taking place, articles are written and
developed. But this questions cannot be solved yet, because it hard to
bind business eith science. The word science frightens and mistrusts
businessman, young people doesn't have will to do science. One way
to atract young people to scienceis to build innovative activity of
technopark structure and to involve students and magistrants to its
managing process, to supply them with workplace connected with it
and to improve the science status.

3. Conclusion
The main aim of innovative process is to improve economic, science-technic, ecological and social state of the country by entering innovation, therefore it will inprove the competetiveness of the country.
Nowadays Kazakhstan's economic state has big opportunity to carry
out technological innovations, for example to make tools that are neccessary to produce machine and to do the mining and agricultural
production, to find and unite new methods to save the agricultural
production.
Innovations are the highway to that helps to improve the permanent development of production. Preparing the new kinds of business,
managers make public values that improves people's lifes and money
turnover. It is well-known that the main function of strategic management aims at permanent development of company and long-term
activity.
The company needs to have competetive advantages. Nowadays
most of the Kazakhstani companies' competetive advantages are aimed
at cheap products and low expense, and the main growing factor is
investments. Certainly it is not suited at nowadays competetiveness,
because now competetive advantages show only innovative activity
and indexes like quality, mark, features that provide achievements in
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scientific expeditions. And therefore the role of innovative activity is
very important in any company's strategic development, we can say
that innovation is the main power that improves the competetiveness
of companies.
We have to take into account that nowadays in all economic developed countries the attention is paid at world intellectual potential.
The knowledge of smart young people gives opportunity to have
schilarships, to study at higher education places and to pass
traineeships. To specialists that are very talented workplaces with
good level of salary is given. Because of that in countries with economic development improving social intellectual, making a good social-economic state for creating economy and inspiring for intellectual
creation is taking place. Because of flow of smart specialists postindustrial recreation in world economy is developing.
The result of knowledge will be clear as time passes by influence
of economic development and by improving the nation's
competetiveness. That is why ee gave to influence the improving of
intellectual science potential and coming young people to science
sphere.
The country that thinks about its future forst of all has to create
intellectual organization. As The President of Republic of Kazakhstan
said: "Kazakhtan needs intellectual revolution to wake its potential up
and to carry it out".

It is clear that the country takes a leading role in its development
of innovative activity. All developed countries produce large corporations that is competetive, necessary and has easy finding individual
enterprises and which has financial opportunity, strong research and
experimental department, also they produce through the method of
venture financing the high technological small business. In order to
realize the innovative activity the country creates infrastructure that
produces competetive product, and provides intellectual labour.
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Pursuing Justice against the Abuse of the Rich through Social Media: A Case Study
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Abstract
The purpose of this case study is to compare and contrast two recent legal cases and to derive practical implications therefrom to promote social justice in terms of income inequality. This is a case
study, an analytical approach, which focuses on exploring and analyzing two of the most recent legal cases of abuse of the rich in order
to identify the effects of social media on these types of cases.
Despite the availability of many studies and findings about the tolerance level to income inequality, the following logic was more appropriate in applying and analyzing the two cases: "If people don’t
know, see, or experience the abuse of the rich or income inequality,
they are more tolerant of the abuse and income inequality."Based on
the analyses of the two cases, the paper concludes that these are not
the usual air rage cases; they were more of the abuse of the rich,
and the punishment was decided by the use of technology.
Keywords: Income Inequality, Social Media, Nut Rage, Technology,
Air Rage.

1. Introduction
In the name of "globalization," "global completion," "free trade,"
and "foreign direct investment," many countries and people have experienced unfair and unjust income distribution over the last few
decades. Income inequality is one of the unintended consequences of
globalization, and the gap between the rich and the poor has reached
the highest level in many countries, including the United States (Pew
Research, 2015). Corruptions and the abuse of the rich throughout the
world are getting worse, and people are trying to find ways to stop
the abuse. In general, the rich only gets richer and the poor only
gets poorer because of the current legal and political systems.
According to Reiman (1998), any harmful and illegal acts of the rich,
such as bribery, embezzlement, consumer fraud, and environment,
computer, and medical crimes are generally treated as "white-collar
crime" or "no-crime at all", with only a fine and probation as the
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maximum punishment for these harmful acts by the rich. Conversely,
a simple petty theft, e.g., stealing cigarettes, by the poor are often
treated as a more serious crime, accompanied by prison sentences.
In terms of the political system, the public perceives policy makers
as puppets or friends of the rich because many politicians are generally associated with the rich. People do not expect from their policy makers, any public policy that is favorable to the poor like investment in infrastructure, education, and environment and increases in
corporate tax rate. Policy makers do take favorable actions for the
rich that generate a massive public outcry against the government and
the policymakers. For instance, policy makers cut the budget of
Environmental Protection Agency (EPA), which drastically hampers
the agency’s ability to enforce environmental protection rules
(Davenport, 2013), but this action clearly helps multi-million or billion dollar companies that pollute air, land, and/or water to easily escape from enforcement. The less regulation and government intervention are always better for the rich, and there are countries that
take any necessary steps to please the rich to stimulate foreign direct
investment. It seems that this never-ending trend of "globalization"
and "the rich takes all" will not be slowing down or stopped anytime
in the near future. However, the two recent cases of the abuse of the
rich resulted in different outcomes, and the implications from these
two outcomes are significant in finding ways to promote social justice
and in slowing down or stopping the abuse of the rich in the future.
The purpose of this case study is to compare and contrast two recent
legal cases and derive practical implications to promote social justice
and slow down or stop the abuse of the rich. The following section
briefly summarizes relevant articles to support the major theme of
this case study.
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Abstract
In the analysis of volatility of investment returns, in general the
investment horizon is not taken as an important variable in decision-making. Though there is enough literature on time diversification
and the importance of time as a second dimension to risk, no such
analysis has been done in Indian market. It was analyze that the
lng-term investment reduces the risk drastically, even as the returns
continue to grow.
Thus volatility is an integral aspect of living, while the ancient societies believe in fate; modern man tries to manage the risk associated with change. In the investment analysis risk is a measure of
financial vulnerability and it is measured in terms of volatility of
return. Investors select their investments based upon their risk
tolerance. It is possible to find optimal portfolios which maximize the
expected return, for a given risk, or minimize the risk for a given
return. It is also possible to find portfolio which optimize risk and
return simultaneously. Risk return trade off in market was extensively
analyzed in the past. It was studied that there is a relationship between expected return and beta and conduced that lowest risk assets
provides highest returns, while the highest risk securities gave lowest
returns and so the risk return relationship appeared to be positive.
This paper depicts the arguably strong positive economic benefits
of age structure change in the context of Indian Stock Market both
theoretically and empirically.
KeyWords: Economic Situation, Indian Stock Market, Financial
Volatility, Investment.

1. Introduction
1.1. Objectives
Risk return profile of investment in the stock market, how one can
ensure capital return or return through trading in shares by exploiting
the volatility of stock price. Since volatility assumes a higher risk of
investment, we analyze the comfort level of total risk i.e. standard
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deviation and also the market risk i.e. β when we include various
stock long term investment portfolio. Further as we know that the
long-term investment reduces the risk.

1.2. Limitations
A thorough study of Indian stock market volatility requires more
time because everybody knows how much its analysis of market volatility is complicated. For getting a true picture of the Indian stock
market volatility relatively a short span of time, six weeks was not
so sufficient. Taking due consideration of time as well the work involved, he study work has been limited to the available information
gathered from various sources.

2. Capital Market
The capital market is an important constituent of the financial
system. It is a market for long-term funds both equity and debt, the
funds rose within and outside the country. The meaning of capital
market is not the same as or similar to that of a market place where
goods are bought and sold. Capital market actually denotes the arrangements whereby transactions of money capital not capital goods
are facilitated. In other words, transactions involving procurement of
funds and supply of funds which take place among individuals and
various organizations may be regarded as the capital market. Thus,
the capital market is not located in a particular place. Nor there are
fixed categories of investors and dealers in the capital market. Hence,
the development of an efficient capital market is necessary for creating a climate conductive to investment and economic growth.
It is a market for long-term funds-both debt and equity raised
within and outside the country. It is a market for financial assets that
have long or indefinite maturity. The capital market facilitates economic sectors and directing the same towards channels of productive
uses. Capital market can be divided into two parts: one, covering the
market for corporate securities and the others covering the market for
gilt-edged securities securities issued by the central, state and quasi
government bodies.
Capital market may also divide into two segments:
1. The primary market
2. The secondary market
The primary market consists of raising funds from the savers or
investors, while the secondary market is for transactions in outstanding securities which facilitate liquidity.
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3. Features Of Capital Market
The capital market has been described as dealing in long-term
fund, both debt and equity. Obviously, these traditional designations
leave a category of intermediate-term or medium-term money represented by debt with maturity ranging from 1 to 5 or 10 years.
Capital markets are markets wherefrom productive capital is raised
and made available for industrial purposes. Because they deal with
instruments representing longer-term funds, the capital markets involve
capital in the economic sense.
Thought the transactions in the capital market involve the raising
of productive capital, they have nothing to do with capital goods.
Involvement of capital in the economic sense, referred to above, is
only through the money capital, which is the concern of the capital
market. Since capital markets refers to all the institutions and mechanisms of raising medium and long-term funds, it embraces all the
instruments of a permanent from such as shares and stocks, bonds
and debentures, and all the institutions dealing in these instruments.
The capital market can be local, regional, national or international.

4. Importance Of Capital Market
The pace of economic development is conditioned, among other
things, by the rate of long-term investment and capital formation.
Capital formation is conditioned by the mobilization, augmentation
and chanalisation of investible funds. The capital market serves a
very useful purpose by pooling the capital resources of the country
and making them available to the enterprising investors. Well-developed capital markets augment resources by attracting and lending
funds on a global scale. The Euro-currency and Euro-bond markets
are international finance markets in terms of both the supply and demand for funds.
An organized capital market can mobilize and pool together even
the small and scattered savings and augment the availability of investible funds. While the rapid growth of point stock companies has been
made possible to a large extent by the growth of capital markets, the
growth of joint stock business has in its turn encouraged the development of capital markets. A developed capital market provides a number of profitable investment opportunities for the small savers.

5. Capital Market into Two Segments
New issues are made in the primary market and outstanding issues
are traded sold or bought in the secondary market.

6. The Primary Market
The primary market is a market for new issues.
When a company wishes to raise capital by issuing financial securities, it goes to the primary market and raises ling-term funds by is-

suing financial securities. The primary market facilitates the formation
of capital. Funds are mobilized in the primary market through prospectus, right issues and private placement. Prospectus or public issue
involves sale of securities to members of the public. Rights issue is a
method of raising further capital from existing shareholders. Private
placement is the method of selling securities privately to a selective
group of investors. In the case of Bonus issues, fresh capital is not
brought in. some companies distribute profits not through dividends,
but Bonus issues Free pricing for new issues was introduced in the
capital market in 1992. However, dishonest promoters and greedy
merchant bankers were responsible for a large number of primary issues at unrealistic prices. Investors deserted the market in large
numbers. Now stricter regulations have been introduced for justifying
the issue price and making material disclosures about the risk factors
in the offer document.

7. The Secondary Market
In India there are 23 stock exchanges consisting of 19 regional
stock exchanges, Bombay stock exchange (BSE), National stock exchange (NSE), and Over the Counter exchange of India (OTCEI) and
The interconnected stock exchange of India (ISE). ISE is a stock exchange of stock exchanges.
The stock markets are regulated by the central Government under
the securities contracts (Regulation) ACT, 1956. Listing of securities
means a company has to list its securities so that they are available
for trading. Securities & Exchange Board of India (SEBI) has been
empowered to oversee the functioning of the securities market and
the operations of the intermediaries.

8. The Debt Market
The debt market comprises of:
Private corporate debt market.
Public sector undertaking Bond market.
Government securities market.
The government securities market accounts for more than 90 percent of the turnover in the debt market.
The Indian debt market was also fairly underdeveloped on account
of the administered interest rate regime.
During recent years efforts have be made to improve the trading
infrastructure, even though large volumes in the Non-government securities market are yet to be witnessed. A well-developed debt market
needs to provide returns commensurate with risks, and a variety of
instruments to match the liquidity preferences of investors. A well
functioning debt market is important for an economy in order to raise
large funds for investment including infrastructure projects. The RBI
regulates the government securities market while the corporate debt
market comes under the purview of SEBI.
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9. Volatility
The present analysis tests the validity of time diversification, but
the methodology differs from those mentioned above. The investment
analysis paradigm is dominated by risk return trade-off. That is, risk
is related to only one parameter the return. The time Diver sifications essentially talk about risk being a function of two parametertime and return. Time diversification should be beneficial if the
(annualized) volatility decreases as investment horizon increases. The
volatility as we have already seen is defined as the standard deviation
of the return series. In this study, BSE Sensitive index (base;1978-79= 100) data is used . Daily data from April 1979 to June
1997 forms the data set. Continuously compounded return from the
index is calculated as,
Rt = In (It/It-1)
Where It is the index value on day t.
The standard deviation is defined as
σ = {(1/n-1)



 (Rt-µ)} ½



Where µ is the average return from the index.
"Invest in high-risk assets to get high returns" is a commonly-held,
oft-repeated belief among investors, finance professionals and market
experts. The idea flows from the modern portfolio theory, which
states that when investors invest in asset classes whose outcomes or
price movements are known to remain highly uncertain. They expect
the asset class to adequately compensate for the additional risk.
However, the above statement carries an inherent catch that many
investors and often experts fail to appreciate: when an investor invests in a risky asset class expecting higher returns, he is also taking
the risk of getting lower returns compared to the risk-free or lower-risk investment over a given time period! That is, far too many
investors somehow fail to realise that if they are willing to forego
the fixed 8% yield of a fixed deposit or a similar debt/liquid instrument in a bid to earn the 15%-18% that Indian stocks have yielded
historically and are generally expected to deliver in the future, they
also face the risk their stock returns could be far less than the safe
8% during their particular investment horizon--or zero or even
negative. Precisely the predicament many Indians who invested heavily in stocks or stock funds in late 2007 find themselves in today.

Let's illustrate with an example: the above chart maps the perform-
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ance of the Sensex (rebased to 100) between December 31, 2002 and
December 31, 2012, compared to a hypothetical FD yielding 8%
compounding returns. So if you had invested Rs 100 in the Sensex
at the start of 2003 and had a five-year investment horizon, your investment would have grown to Rs 600 (compounded annual growth
rate of 43.13%) at the end of 2007, compared to only Rs 147 for
the FD. But if you had a similar five-year investment horizon starting
in 2008 instead, the risk worked against you and your stock returns
at the end of 2012 were a poor -0.86% annualized. If you had a
10-year horizon starting 2003, you would have been better off investing in the Sensex (CAGR of 19.12%) rather than the fixed deposit.
Stocks outperform in long run:
While there are often various periods where stocks underperform
safer or lower-risk instruments such as bonds or fixed deposits, they
are known to outperform the latter over the long term, the reason financial planner’sadvice investing in stocks and stock funds only if
the investor has a "sufficiently long" horizon. If we look up data
from the past 20 years using rolling three-, five-, seven- and 10-year
windows, we see that stocks (measured by the Sensex) failed to compensate for the additional risk they carry and underperformed the safer 8% return provided by liquid instruments such as fixed deposits
on many occasions (the 8% figure being a rough average that FDs
have yielded over the same timeframe).

In fact, as shown in the table above, stocks underperformed the
hypothetical 8% FD as many as 10 times out of 18 occasions over
three-year windows, nine times of out 16 over five-year periods and
three times each over seven- and 10-year timeframes. Which means,
if past data is anything to go by, there is more than a 50% chance
stocks could yield less than fixed-income instruments if investment
horizon is less than three or even five years (we won’t get into what
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happens if your stock returnsbeat the market, which your stock portfolio or an active fund could do. In fact, a study that looked up 140
years of U.S. data suggested that though stocks have, after inflation,
risen 6.5% since 1871 (more than the 3% or so for bonds), since investors' realistic horizons are shorter, a rather disconcerting fact was
that there were at least three 20-year periods where returns were
zero!
So if we consider risk as volatility that results in stocks underperforming risk-free or lower-risk asset classes over a desired investment horizon, investors should ensure the window is as long as
possible.

10. Conclusion & Suggestions
This paper discusses the technical, professional or general study
coming out of different colleges will become a professional technocrat
or a researcher engaged on expanding the horizons of human knowledge, but it is perhaps more important or at least equally important
for him to spread technical or scientific learning or knowledge among
the people, belongs to particular society and country.
The implications of the result from the present analysis to amusement management business are significant. The players in the Indian
market are, in general, accused of taking very Short-term views. The
present analysis could be an indication of this, as the short-term volatilities are much higher than expected, and the long-term volatilities
are much lower. This risk from a one-year investment and a seven-year investment are the same, while the return grows at much
faster rate than the multiple of the number of periods. Thus taking a
longer-term view of the market definitely pays rich rewards. That is,
buy-and-hold strategy is likely to be better than any trading strategy
on a long-term basis. The results indicate that the risks faced
short-term investors are different from those of the medium-term as
well as that of the long-term investors. The short-term here is defined
as something up to one year and the medium-term is from one year

up to 5 years.
The present results indicate that time diversification reduces risk
and increase the expected return long-term investment could reduce
risk significantly and increase return. Long-term investment reduces
risk significantly and increase return. It is very important to look beyond asset allocation strategies based on the risk return trade off of
different asset classes. Also, the results indicate that long-term investment strategies should be titled more towards equities compared to
other asset classes.
The above study makes it clear that Indian capital market has got
a renowned place n the world economy. It has attracted a huge investment of FII. In the recent era we have seen that our Indian stock
market has become more volatile. In this volatile market it is suggested that to those investors who have a long portfolio in cash market, they must take a position the derivative market for hedging.
Data analysis is not a simple task in the short span of time. It is
needed exact data and market information for analysis all things making a needful concentration. But an effort has been made taking some
imaginary data for making a clear concept about the investment horizon and volatility; an analysis of the Indianstock market.
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Abstract
In this paper, This study focuses on how to using a evaluative criteria software imprecise market information by evaluative criteria design software; product mapping relationships between design parameters and customer requirements. Using product predicted value method
synthesizing design alternative by morphological analysis and plan; realizing the synthesis in multi-criterion decision-making(MCDM), using
its searching software capacity to obtain the optimal solution.
Establishment products designs conforms to the customer demand
product, and promotes the optimization several designs, In this study,
solution enterprise product multi- goals decision-making question.
Keywords: Multi-criterion Decision-Making (MCDM), Evaluative
Criteria Software, Product Design, Synthesizing Design
Alternative, Products Sale.

1. Introduction
The product design value aim is builds up the innovative policy,
causes the product or the maximization service value, lets the product
innovation the method from the user demand, solve ideological modes
and so on question, difference, benefit to know, stressed only has understands clearly the user or consumer's demand, only then possibly
proposed that the correct solution, creates provides the biggest service
to the user. However, the organization can hardly exert influence on
those sources. Changes in the beliefs, values, attitudes, opinions, and
lifestyles of a society as a whole are seen as social changes (Stefan
& Mann 2010).
Innovation happens everywhere, and organizations need to continue
to create innovation in order to survive (Jason 2009). Then, this article studies the application standard appraisal evaluative criteria model, from the material mining material collection and the research, uses
the multi-criterion decision system optimization deduction process, the
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creation product innovation design, establishes the user logarithm position design study demand, grasps the product innovation opportunity,
stimulates several design product design ability.
In this study planning, due to product practice is in environmental
uncertainty and enterprise investment, which offers an explanation to
the police in product design. we will study several design products is
future designs the subject, will advance to the information, the automated state to increase day after day gradually, the present student in
the digital product design values, will make several design product
evaluation system, and will conform to the kinesiology structure to
design.
In this paper, when the enterprise carries on the multi-criterion decision-making principle, mainly by product various several designs
and the study achievements primarily, causes the new product business planning with to schedule the product specification, has system's
transformation product characteristic according to the customer demand, thus, Innovation is the smart application of knowledge to
transform businesses, driven by market and customer demands, not
just by the commercialization of intellectual property from science
and research (Narelle 2010). as well as the plan study flow, grasps
various flows the product several designs key, then establishment of
because of the pattern, approaches facing the globalized product competition time, only then the unceasing product innovation, can promote the enterprise value, designs conforms to the customer demand
product, with promotion product innovation design, also brings the
best study efficiency for the learner, is current studies several design
products the important topic.
The Fuzzy integral methods are used for synthetic utility in accordance with subjective perception environment. Empirical experimental results show the proposed model is capable of producing
effective evaluation of e-learning programs with adequate criteria that
fit with respondent's perception patterns, especially when the evaluation criteria are numerous and intertwined (Tzeng et al., 2007). The
evaluative criteria software conceptual development of product design
values is discussed in the next section, and Constructs design product
integrated design plan and Hierarchical system in digital product design industry and evaluative criteria and their associated criteria status for multicriteria decision making (MCDM) problem are derived in
the subsequent, applying the evaluative criteria methods for aquatic
products processors, after which we discuss and show the MCDM
methods in this paper are effective.
The rest of this paper is organized as follows: Literature review in
section 2. Methodology in section 3. Results in section 4. Discussion
in section 5 and Conclusions in the last section in section 6.
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2. Literature review
Changes are often initiated by innovations. Planning, coordinating
and controlling change processes is understood as change management
in this paper. Those innovations start with an idea that seeks to be
implemented (Rogers 1995). Recently, research nowadays innovation
product several designs, what facing is the globalized subject, the creation product and the customer value, links the key method which
the enterprise grows. If the enterprise toward the internationalization
development product, the creation value is the successful essential
condition, legacy product's design many take the technology as a
starting point, solves the customer demand is the starting point, the
creation product and the customer value, contains four steps: excavates customer demand, development solution, creation and competitor difference, pursues the customer biggest benefit, lets the product which and the service the company provides can solve the customer problem, and has the distinctive quality, pursues an unevenness
growth, found the product creation value the turning point.
The main approaches can be classified based on the type of decision model they used, although uncertainty and vagueness usually exist in the real world problems, the degree of uncertainty can be reduced when we have some useful information. This information can
be obtained from expert’s common ground and used for knowledge
discovery.

2.1. Using evaluative criteria software technology for
customer requirements
These propose the Fuzzy criteria competence set analysis. In order
to obtain Pareto solutions, multi-objective evolutionary algorithm is
employed here. A numerical example with two Fuzzy criteria is also
used to illustrate the proposed method (Huanget al., 2006). In real
problems, research excavate the customer demand the method to carry
on construct several design products, just started to be in the Fuzzy
stage, causes the new product business planning with to schedule the
product specification, by the customer demand, has the system conversion product characteristic first, then has the system to launch, to
each organization, the components, as well as the plan manufacture
flow, grasps various stages the management key.
For example, product several design methods, because should improve the traditional classroom to set up in the past, now by several
design product's method, has been able to provide the student the
omni-directional several learning process. A several design product
study, has the reasonable plan and the layout and so on item, its
method is:
1. Analyzes several design products correctly the quality, enables
to meet the curriculum demand fast.
2. Acts according to several design products, because establishes
take the business planning quality and the human as the project
objective.
3. Will design the conception, transmits truly to the manufacture
unit, reduces several product designs the quality question.
4. The comparative analysis competitive product, reduces the en-

gineering design change number of times, reduces the product development time.
5. Penetrates several product designs the operation pattern, establishes the complete system, the prevention defeat with reduces the
cost.
6. Guaranteed that several product designs, can meet the customer
demand, enhances the customer degree of satisfaction.

2.2. Constructs design product integrated design systems
Although there is a tendency when thinking of innovation systems,
including research systems, to see them as self-organizing and adaptive, the reality is that the pathway to innovation outcomes requires
vision, leadership and some element of structure (John 2007). By several design product information methods, carries on the customer
modeling design, namely participates in the project work, has the following several main abilities, including product detail conception,
composition order, design conception, basic plan, design confirmation
and so on, in Table 1, several design product integrated design and
the plan show:
<Table 1> a design product integrated design practice systems

1. Several product outward appearance modelling design
↓
2. Several design product plan
↓
3. Product style, innovative design product material, equipment
development production system regulation, plan design
↓
4. Product model test, sample test and self-criticism
↓
5. The quantity produces the test, the cost analysis
↓
6. Several product application marketing circuit and manufacturing

2.3. Analytic process and evaluation model for industrial
revolution
Since the industrial revolution, innovation has generally been perceived as desirable, nearly synonymous with ‘progress (Judith 2008).
Thus, studies several design products, like the type, the function, the
outlook, the user, the market area separate and the price not same
level community opinion method, will occur has the multi-objective
questions, because in each question, will be having many uncertainty,
the complexity, the risk conflictingly, and so on, in additionthe
changeable variable, will let the entire decision-making process, will
be very difficult, will use several design product development flow,
will provide the elastic appraisal research technique, the improvement
product design structure question, will deduce and the system technology using logic, will solve the user to face the question, and under
the limited resources, will make the best resources utilization, its research development flow, as in Figure 1.
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2.4. Building a product evaluative criteria software for
digital product design
The application and use of research are intended, among other
things, to increase the competitiveness and sustainability of Australian
industry through both transformative and incremental research (John
2007). Take several design product's appraisal criterion as the example, the use appraisal standard and the union standard state, divides
into producer projects and so on standard marketing, production,
product, technology, condition, purchase, use, period, each project selects most suits the ownership, from Producer criteria (X1) and User
criteria (X2) numbers disparity, evaluation system product shows, in
Table 2.

<Figure 1> analytic process and evaluation model for industrial revolution

<Table 2> a product valuative criteria software for product design
Product evaluative criteria and criteria status
Producer criteria(X1)
TECHNOLOGY
A. SYSTEM CHANGE
A5.No change or adaptation
A4.Minor peripheral change
A3.Medium change
A2.Major core change
A1.Building new core

B. TECHNOLOGY STATUS
B5.Low/current technology
B4.Applied technology
B3.Integrated technology
B2.High technology
B1.New technology

PRODUCT
C. ADVANCEMENT
C5.Radical
C4.Innovative
C3.Incremental
C2.Substitutive(more choice)
C1.Imitative(no improvement)

D. PRODUCT NEWNESS
D5.New
D4.New
D3.New
D2.New
D1.New

to
to
to
to
to

world
industry
category
company
product line

PRODUCTION
E. DESIGN SPECIFICATION
E5.Free to set an ideal specification
E4.Major adaptation allowed
E3.Minor adaptation allowed
E2.Options to choose matured spec.
E1.Stick to a strict specification

F. PRODUCTION BASIS
F5.Current process
F4.Adapted process
F3.OEM process
F2.New process(to be purchased)
F1.Dedicated process(to be developed)

MARKETING
G. DISTRIBUTION CHANNEL
G5.Existing channels
G4.Channels to be strengthened
G3.Available channels
G2.Locally new channels spec.
G1.Globally new channels

O. PRODUCER BENEFIT
O5.Profitability and competitiveness
O4.Profitablity largely
O3.Competitiveness mainly
O2.Minor to both
O1.None to both

User criteria(X2)
PRICE
H. COMPETITION STATUS
H5.Absolute leading
H4.One competitor
H3.Three competitors
H2.Mild competition
H1.Fierce competition

P. USER BENEFIT
P5.Creating or invention
P4.Comforting or entertaining
P3.Gainging or enhancing
P2.Convenience or saving
P1.Supplementing or substituting
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PURCHASE
I. MERCHANDISE STATUS
I5.Convenience goods(expendable)
I4.Convenience goods(durable)
I3.Shopping goods(necessity)
I2.Shopping good(luxury)
I1.Specialty goods

J. NEED STATUS
J5.Both urgent and significant
J4.Either urgent or significant
J3.Less urgent and less significant
J2.Less urgent or less significant
J1.Neither urgent nor significant

USE
K. BEHAVIORAL CHANGE
K5.No adaptation/learning
K4.Minor to auxiliary operations
K3.Medium chang
K2.Major to critical operations
K1.Complete adaptation/learning

L. USE STATUS
L5.New functions + new applications
L4.Improved functions + new appli.
L3.New functions mainly
L2.Improved functions only
L1.No major contributions

CONTINUANCE
M. PRODUCT WHOLENESS
M5.Whole product(full service)
M4.Basic product or subsystem
M3.Component or accessory
M2.Supply or material
M1.Concept or message

N. ADOPTER STATUS
N5.For
N4.For
N3.For
N2.For
N1.For

personal use
family use
work use
public use
rarely use

2.5. Determination of evaluative criteria software parameters

on, finally, achieves product crucial goal.

Determination of evaluative criteria software parameters, the selection of method depends on the product of the problems; we use
product predicted value method to determine the criteria parameters in
this paper.
For example, The student according to the condition grouping,
chooses the student to study the preferred plan, groups the report, the
user to report that appraisal criterion ways and so on report of proceedings, make the important degree order of rank.

2.7. Multi-objective decision making system

2.6. Obtaining synthetic utility for product value
The first consists of policy measures which focus on the creation,
transfer and commercialization of knowledge, most notably through
the introduction of measures to ensure that there is a flow from centers of knowledge creation (Paul et al., 2008), such as the product in
the competition, the utilization Fuzzy theory and the multi-objective
decision making theory, the creation product, the service, transport
business and so on, with competitor's difference value, applies in individual, innovative designs and so on organization, management, establishes the user to use the tendency, to see clearly the user demand, grasps the product innovation opportunity, stimulation innovation product design ability, finally, achieves the user to goal of
the product degree of satisfaction.
In the product design, pursues the customer biggest benefit, from
has the new thought that the promotion work efficiency, increases internal communicates with the exterior cooperation, and the application
information design enhances the achievements, is designs the innovation the strategy, the affiliation conformity product and the science and technology, defines clearly the multi-objective criteria and
the attribute, the stimulation innovation energy, the pursue product
best quality level, the biggest customer degree of satisfaction and so

The multi-objective decision making system, by angle in every
way pondered that the explanation product question, deduces satisfies
consumer's good plan, belongs to the long time interval, the gradation, and under the uncertainty high working conditions, applies the
multi-objective decision making method, satisfies grade of fit in each
criterion, may evaluate the best technical program, provides the policy-maker the best pattern.
The multiattribute comments and so on technical law, applies using
the quantitative method in the product design development, takes the
question which, the design preferred plan, the creation and competitor's product differences the customer demand, the solution product
occurs, pursue the user biggest product benefit and so on, overcomes
in the use the question, the creation product innovation value, and relieves the stagnant difficult position, impels strategy which the new
enterprise develops, by wisdom managing finances, the guest makes
the management, the innovative design and so on, becomes the product core value.

2.8. Hypothesis linear programming model
The satisfactory solution and the goal plan in the multi- goals decision-making model, applies the most widespread one method, in the
product goal precedence factor, introduction the goal plan is possibly
dependent on the goal order of priority computation, when target value for transforms the goal plan standard form to goal plan equation.
As example, traditional iron cabinet company, product production
case, in Table 3.
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<Table 3> a company linear of programming model
Resources

Each product amount of use

May use the
resources

Labor force wages
Product material
Product max profit

Machine kind A Machine kind B
1
1
1
2
3
5

6
10

The production question indicated above by the following pattern
is a model of product linear programming:
Goal plan equation Z=3X1+5X2
When X1+X2≦6
When X1+2X2≦10
X1≧1
X1, X2≧0
The multi- goals plan asks suitable vector, max = [ Z1, Z2, Z3 - -, ZP ], usually is a one group gathering but a non- spot. The oblique line partially satisfies the ABC limit feasible region, because if
takes the policy-making variable and coordinates space. This is called
the product decision-making space.
Z=d1+d1¯+d2+d2¯
When X1+X2≦6
When X1+2X2≦10
X1≦4
3X1+5X2+d1¯- d1=15
2X1-3X2+ d2¯- d2=5
di,di¯,Xi≧0
The hypothesis planed weight appraisal hypothesis plan parameters
is the product appraisal not allowed to neglect the question. From the
Fuzzy multi-goals plan question, melts the general multi- goals plan
computation. According to studies the motive and comments the accurate policy making and inferential reasoning result, achieving the following goal:
1. Analyze resources the plan industrial and the product cost
factor.
2. Constructs personnel duty plan or the product cost pattern.
3. Constructs the construction product flow plan or the customer
satisfactory pattern.
4. Appraises the product Fuzzy multi-goals plan, establishes best
policy-making solution, causes the work assignment and specialist's
work row of regulation, can have the best product decision-making,
and obtains the best work to satisfy the degree.

2.9. Plan analysis and evaluative goal for product values
More recent policy initiatives have sought to foster industry clusters within these spaces to contribute to economic development and
diversification and link this to economic, social and cultural regeneration (Paul et al., 2008), thus, solution customs satisfaction, represents the goal, simultaneously arrives sought with the ideal recently
feasible explanation, provided goal of the each unit, until user to
product satisfaction (0ABC), as Figure 2.

<Figure 2> plan analysis and evaluative goal values (0ABC)

3. Methodology
Practice evaluative criterion work, into a enterprise has 1~6 different products department of sale establishes several design product appraisal criterion and applies in different item, as example, has30 enterprises attending to test.
The questionnaire survey, according to the product characteristic
plan, analyzes from projects and so on customer demand, product
characteristic, product specification, product block diagram, customer
demand and product characteristic correlation matrix.

3.1. Problem description
Inspected a enterprise has 1~6 different products department of sale
modeling, whether to conform to the user to request the condition,
the performance, the specification table, the material examination design bad style analysis and so on, question of spot the possible bitter
experience, to carry on the analysis and the countermeasure appraisal,
according to the user confirmed that product official modeling and
style, carries on the product construction model. Widely collects the
user demand, classification of the screening of demand item, the demand item and so on, by the technological innovation and the creation strategically competitive advantage, the success creation product
design value, urges the whole staff to see clearly the customer demand, proposes the solution, and using the variance analysis, creates
the benefit and the value for the customer and the organization, lets
the design the value display, creates the biggest benefit.
However, the market dynamic fast vicissitude, the product life cycle reduces gradually, to the new product design development, from
grasps customer's demand start, establishes the kinesiology and the
multi-objective programming pattern, the design product best manufacture procedure. How to strengthen the product business planning
specialized design, the product innovation and the internationalization,
by the high quality and the creativity energy, leads the enterprise integral development.

3.2. Evaluating criteria parameters for digital product design
Criteria product1: Handset, Product2: Bicycle, Product3: Computer,
Product4: Furniture, Product5: Language machine, Product6: Teacup.
Using H value substitution, obtains P [H (IP)] parameter, in Table 4.
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<Table 4> poducts 1~6 different department of sale evaluative criteria parameters
Evaluative criteria
H.Compettition status
P[H(IP)] parameter

Product 1
(Handset)
3
1

Products 1~6 different parameters
Product 3
Product 4
(Computer)
(Furniture)
4
1
0.5
3

Product 2
(Bicycle)
2
2

Product 5
(Language machine)
3
1

Product 6
(Teacup)
1
3

Products 1~6 different department of sale result
Product 3
Product 4
Product 5
(Computer)
(Furniture)
(Language machine)

Product 6
(Teacup)

<Table 5> using a product department of sale evaluative criteria softare of results
Evaluative criteria
Producer criteria(X1)
Technology
Product
Production
Maketing
User criteria(X2)
Price
Purchase
Use
Continuance

Product 1
(Handset)

Product 2
(Bicycle)

A2
B3
C4
D5
E2
F5
G5
D5

A1
B5
C4
D4
E2
F4
G2
O4

A2
B3
C4
D5
E4
F2
G1
O5

A4
B5
C5
D1
E5
F3
G3
O3

A1
B4
C4
D4
E2
F2
G3
O2

A5
B5
C1
D3
E5
F1
G5
O1

H5
P5
I4
J5
K2
L4
M5
N5

H2
P2
I3
J5
K5
L3
M4
N5

H5
P4
I5
J5
K1
L1
M5
N5

H1
P2
I2
J3
K3
L2
M3
N4

H2
P3
I1
J4
K1
L5
M2
N2

H1
P1
I4
J1
K5
L1
M3
N2

3.3. Performance matrix
The multi-criterion decision-making perfect matrix nowadays, is in
a high competitive power time, the product policy-maker by the multi-criterion decision-making analytic method, improves the internal potency, moreover each enterprise organizes internal various units, basically, still had the space which many need to improve, how the
question was must internal various units, in order to produce high energy, from the union all material analysis, calculates an integrity, uses
result which many input factors and manyitems deliver, improves various units' potency, its implementation step.
The overall product design route carries on the appraisal route
plan, considering the multi-objectives the essences and the Fuzzy
characteristic, causing the product design decision model, conforming
to the actual problem condition, and the use value.
Step 1
The choice tradition cabinet factory product design procedure, and
establishes the related and so on collected works to gather by the traditional till machine shop, the product design plan route, from the
beginning to end point, any node is the decision point. The designer
also faces the different policy-making environment, to ask in the policy-making route the most suitable project approach, proposed that
Fuzzy plans the law gradually.
Step 2
Ownership of function and Fuzzy set definition and ownership of

function product Fuzzy theory establishment tradition till factory product attribute, according to consumer demand, user attribute discrimination for quality level, cost level, value level and so on; The user
receives differences for the low income, the income, the high income
and so on Fuzzy theory ownership function.
Step 3
The establishment product hives off the dendrogram to complete
the goal which the product user hives off, displays age of level the
user, if supposing the young people have the faith to be highest.
Therefore the design develops the new product should aim at the
young people most to have the opportunity.
Step 4
Forecast that spot the goal plan chooses as the behavior enterprise
making the product decision, uses the user's quantity of forecast goal,
and plans the product design and the content properly, achieving the
effect of the goal. The enterprise product uses the triggers Fuzzy set,
in the product design production, is equipped with three plans, the
five items target, and in overall product weight.

3.4. Using a product evaluative criteria software of results
In the actual work process, till factory's product design plan, the
ownership of the utilization evaluative criteria software function discovers various attributes the relation, obtaining the most superior
product design procedure evaluative criteria results, in Table 5.
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<Table 6> product evaluative criteria results number
Products 1~6 different department of sale
Evaluative criteria

Product 1
(Handset)

Product 2
(Bicycle)

Product 3
(Computer)

Product 4
(Furniture)

Product 5
(Language machine)

Product 6
(Teacup)

2
3
4
5
2
5
5
5
31

1
5
4
4
2
4
2
4
26

2
3
4
5
4
2
1
5
26

4
5
4
1
5
3
3
3
28

1
4
4
4
2
2
3
2
22

5
5
1
3
5
1
3
1
24

Scores

3
5
4
5
2
4
5
5
33

2
2
4
3
2
2
4
5
24

4
4
3
5
1
1
5
5
28

1
2
2
3
3
2
3
4
20

2
3
1
4
1
5
2
2
20

1
1
2
1
5
1
3
2
16

Total scores

64

50

54

48

42

40

Producer criteria(X1)
Technology
Product
Production
Maketing
Scores
User criteria(X2)
Price
Purchase
Use
Continuance

<Table 7> calculating products 1~6 different department of sale result

Producer quantitative index
User quantitative index
Variance
s parameter
r parameter
T[IP] parameter
Innovation diffusion index
Innovation uses the index

Product 1
(Handset)
4.5
4.05
1.04
0.01
1.03
0.75
0.07
1.04

Calculating products 1~6 different department of sale result
Product 2
Product 3
Product 4
Product 5
(Bicycle)
(Computer)
(Furniture)
(Language machine)
3.64
4.5
3.29
2.43
3.5
4.25
3.45
2.7
0.79
1.02
0.64
0.91
0.04
0.07
-0.02
-0.06
0.68
0.82
0.69
1.08
0.5
1.33
0.5
2
0.09
0.05
-0.03
-0.02
0.86
0.85
0.6
0.99

Product 6
(Teacup)
2.14
2.6
0.71
-0.01
0.73
0.5
-0.02
0.68

The ownership total score scope, from 45~55 points to is the normal state, may regard as by the customer is accepted. The experiment
appraisal condition, the accumulation counts each score.
Evaluative criteria status: 5~1 Scores, example A5: get 5 Scores,
F1: get 1 Score. In Table 6.

3.5. Products expression models identified in the current
study can be rank
The six expression models identified in the current study can be
ranked using evaluative criteria model to yield the results presented in
Figure 3.
Total Scores: (Product 6) =40, (Product 5) =42, (Product 4) =48,
(Product 2) =50, (Product 3) =54, (Product 1) =64.
Product 6 < Product 5 < Product 4 < Product 2 < Product 3 <
Product 1.

<Figure 3> products expression models identified in the rank

3.6. Calculating the digital product design synthetic utilities
In Table 7, shows the results of number of descriptions supplied
of each expression mode over the 8 styling phases. Of the six
Product modes, only the difference in classifying does not attain a
significant level (T [IP])parameter.
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<Table 8> a multi-objective decision making system

Producer amount index
User amount index
Sum total
Innovation diffusion index
Innovation uses the index
Producer criteria benefit
and User criteria benefit

Product 1
(Handset)
4.5
4.05
64
0.07
1.04
10

Products 1~6 different department of sale decision making system
Product 2
Product 3
Product 4
Product 5
(Bicycle)
(Computer)
(Furniture)
(Language machine)
3.64
4.5
3.29
2.43
3.5
4.25
3.45
2.7
50
54
58
42
0.09
0.05
-0.03
-0.02
0.86
0.85
0.6
0.99
6
9
5
5

1. Innovation diffusion index: 0.07, 0.09, 0.05, -0.03, -0.02, -0.02
Product2> Product1>Product3 >Product5> Product6> Product4
(Bicycle)> (Handset)> (Computer)> (Language machine)> (Teacup)>
(Furniture)
2. Innovation uses the index: 1.04, 0.86, 0.85, 0.6, 0.99, and 0.68
Product1> Product5> Product2> Product3> Product6 >Product4
(Handset)> (Language machine)> (Bicycle)> (Computer)> (Teacup)>
(Furniture)

3.7. A multi-objective decision making system
At the same time, the product multi-objective decision-making system essence helps the policy-maker in the limited feasible plan, according to each plan attribute characteristic. From the product feasible
plan each plan makes a series of fit and unfit quality arrangement
which are appraised and chosen, conforming to the product policy-maker's ideal plan.

3.8. Product objective function of optimal solution
Z= Product max profit (optimal solution)
X1 =Each product amount of use (machine kind A)
X2 =Each product amount of use(mmachine kind B)
X1+X2≧Sum total (may use the resources)
X1+X2≧ Producer criteria benefit and user criteria benefit
(1) Product1: Handset department of sale
Z=5X1+5X2
4.5X1+4.05X2≧64
0.07 X1+1.04X2≧10
X1>1
X1,X2>0
So, Z= Product max profit (optimal solution)
X1=12.8, X2=3.9
Z=X1+X2=5X12.8+5X3.9=83.5(0ABC)
(2) Product2: Bicycle department of sale
Z =4X1+2X2
3.64X1+3.5X2≧50
0.09X1+0.86X2≧6
X1>1
X1,X2>0
So, Z= Product max profit (optimal solution)
X1=13.7, X2=4.1
Z=4X1+2X2=4X13.7+2X4, 1=63(0ABC)

Product 6
(Teacup)
2.14
2.6
40
-0.02
0.68
2

(3) Product3: Computerdepartment of sale
Z =5X1+4X2
4.5X1+4.25X2≧54
0.05X1+0.85X2≧9
X1>1
X1,X2>0
So, Z= Product max profit (optimal solution)
X1=10.5, X2=5
Z=X1+X2=5X10.5+4X5=72.5(0ABC)
(4) Product4: Furniture department of sale
Z =3X1+2X2
3.29X1+3.45X2≧48
-0.03 X1+0.6X2≧5
X1>1
X1,X2>0
So, Z= Product max profit (optimal solution)
X1=12.5, X2=5.8
Z=X1+X2=3X12.5+2X5.8=49.1(0ABC)
(5) Product5: Language machine department of sale
Z =2X1+3X2
2.43X1+2.7X2≧42
-0.02 X1+0.99X2≧5
X1>1
X1,X2>0
So, Z=Product max profit (optimal solution)
X1=15, X2=2.7
Z=2X1+3X2=2X15+3X2.7=38.1(0ABC)
(6) Product6: Teacup department of sale
Z =X1+X2
2.14X1+2.6X2≧40
-0.02X1+0.68X2≧2
X1>1
X1,X2>0
So, Z= Product max profit (optimal solution)
X1=17, X2=4
Z=X1+X2=17+4=21(0ABC)

Followings are Products 1~6 department of sale of comparison
table.
Z= Product max profit (optimal solution), as Figure 4.
1: Handset department of sale
2: Bicycledepartment of sale
3: Computerdepartment of sale
4: Furniture department of sale
5: Language machine department of sale
6: Teacup department of sale
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first and the third appraisal criterion is 7, second and the third appraisal criterion is 3, use hypothesis product parameters number.
4. Helps the user model building makes the best product decision-making
In Table 1, hypothesis of after project evaluation and of the goal
parameters, then aims at the product plan to make the graph or the
sensitivity analysis, from the numerous plans, chooses satisfaction solution a properly, is also the best product decision scheme.
<Figure 4> products 1~6 department of sale of practice comparison table

4.2. The Fuzziness in effectiveness perception considered
Z = 83.5>72.5> 63> 49.1> 38.1>21
Z = Product1 (Handset) > Product3 (Computer) > Product2
(Bicycle) > Product4 (Furniture) > Product5 (Language machine) >
Product6 (Teacup).

4. Results
In this study, the construction level analytic method and the simple
multiattribute comment the quantity analytic method. To use the level
analytic method and the simple multiattribute comment the quantity
analytic method.

4.1. The key elements found and improvement alternatives
illustrated
In Figure 4, the customer feeding, using the products 1~6 different
department of sale evaluative criteria model to response feeling degree, obtain the different product:
1. Innovation diffusion index: 0.07, 0.09, 0.05, -0.03, -0.02, -0.02
Product 2> Product 1>Product 3 >Product 5> Product 6> Product 4
(Bicycle)> (Handset)> (Computer)> (Language machine)> (Teacup)>
(Furniture)
2. Innovation uses the index: 1.04, 0.86, 0.85, 0.6, 0.99, and 0.68
Product 1> Product 5> Product 2> Product 3> Product 6 >Product 4
(Handset)> (Language machine)> (Bicycle)> (Computer)> (Teacup)>
(Furniture)
3. Level analytic method
In Figure 1, Use simple multiattribute comments the quantity technology, is the policy-maker when the choice product preferred plan,
must consider product many kinds of different attributes, for the policy-maker mind in the product value, when appraises the weight, first
gives by the product importance arrangement, then aims at this importance to give by chance the value, obtains the policy maker product value function and the relative parameters.
The multi-objective decision making analysis the simple multiattribute comments the quantity technology, chooses the hypothesis
plan by the product, and arranges according to the order gives the
different value by chance. For example, the first plan supposes is
100, the second plan supposes is 80, the third plan supposes is 50,
uses this kind to establish the product parameters number.
The level analytic method, uses in the product choice preferred
plan order of rank, according to the first plan, the second plan, the
third plan and so on, first and the second appraisal criterion is 5,

Processes the multi-objective variables choose the biggest product
effectiveness the decision-making. Fuzzy logic deduction, by computer
auxiliary computation, if system’s membership function, the rule designs are good, then may simulate the biggest product effectiveness.
The following provides each kind of product analysis report form
and plan sorting. In Table 2, Assists to appraise and to sort the complex plan, the product uses multi-objective decision making analysis,
passes through the multiattribute value utility theory, the multi-objective decision making analysis, the value focal point ponder and so
on different probability. The description provides the diverse analysis
report form and sorting, the confirmation best product plan choice.
Fuzzy logic deduction, when after the system structure design completes, the product must undergo the interaction with the multi-spot
appraisal, causing its project evaluation result, can conform to the actual condition, by the Fuzzy deduction system, carries on the case
test, inspected obtaining the better product decision-making.
In Table 4, parameters of the Fuzzy logic decision-making compared to, deduces product of decision-making merit in the achievements, the used product values, takes the examination appraisal the
auxiliary decision-making, and is more effective, has the basis way,
carries on the Fuzzy deduction test, and inspects the better product
decision-making.

4.3. The result of hybrid a practice multi-criteria decision
system
In Figure 4, When inscription auspicious company digital product
design procedure, mainly considers the product design modeling, the
product cost, and the productive time and so on three goals, as a result of product system regulation work planning, consideration of
overall corporate goal achievements value, therefore, the project approach is very numerous and diverse, the policy-maker faces the
choice, that one kind of good policy-making question.
The results of Z=1~6 different products department of sale, optimal
solution(Z= 83.5 > 72.5 > 63 > 49.1 > 38.1 > 21), (Z=Product1:
Handset > Product3: Computer > Product2: Bicycle > Product4:
Furniture > Product5: Language machine > Product6: Teacup).

5. Discussion
In Table 1, accordance to the market environment fast change, the
product market life cycle gradually reduces to the new product design
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development and should grasp customer demand, establishes the Fuzzy
multi-goals plan pattern and obtains the product plans, best product
most suitable solution. Facing the globalization competition and meager profit time approaching, only the design product most suitable
solution, can promote the enterprise product innovation value, design
conforms to the customer demand product and the promotion product
competitive ability, brings the best production efficiency for the enterprise and a bigger earning, and is the current enterprise manages the
urgent topic.
In Table 2, the multi- criteria decision-making law attains the most
suitable product design procedure. The opportunity which customer
links up assists the individual customer and obtains the actual product
decision-making demand guaranteeing correctly meeting each customer's need. Fathomer the massive guests, innovate the idea to conform
to demand of the user, providing an innovation product, this lets the
customer rapidly obtain the product the information, and in the product packing design in view of each customer, differently presents the
unique style of the product service which measures the body for the
customer.
The product software design pursues and creates the product massive guests to make the value, reducing the man-power and the production cost, This rapidly provides the customer the ability to make
the product, the conformity electron material exchange, the supply
chain management, relates the management with the customer and so
on to the link, uses the cross organization of the conformity synthesis
effect, and by comparison the system product which rapidly provides
the customer.
Using decision making method for management and appraisal technology is widespread application. From the product design feasible
plan, penetrate sing the set of choice procedures to appraise that various attribute relative importance, limit each feasible plan and center
preferred plan.
When the product type is many, each method resting on the theory is not the same, in using different methods, applying the identical
question, often can have different result, for multi- attribute policy-making method. For the policy-maker in many products electron
particle materialization or under the quantification appraisal criterion,
this carries on the appraisal to the feasible alternative scheme, and
decides fit and unfit quality of or the execution of each alternative
scheme in the order of priority.
In Table 7 and 8, products 1~6 different department of sale criteria values result, the product design uses the appraisal decision-making method, usually weighs the standard, only by smallest cost or
biggest benefit sole target, but in many Yuan complex product design
environment. The product question which the policy-maker faces is
day by day complex, simultaneously, often facing many conflicts
goals.

6. Conclusions
The traditional enterprise product design makes the flow, decision-making of time choosing better achievements. In fact, frequently
can face many criteria, the multi- people multi- questions, when the

decision-making enters the complex environment, also some special
factors, often affect policy-maker's judgment, another item is a weight
often receiving the environment variation to change. Therefore, managing policy making product question itself to fill Fuzziness. The use
tradition statistics are stochastic, and carry on the appraisal in the
process, often is unable to sufficiently share and express it, using the
Fuzzy theory with the multi- attribute policy-making law; this solves
the product design choice problem.
In this study, solution enterprise product multi- goals decision-making question, because the product designs middle, exists because it
usually does not have the determinism, the complexity, the risk, and
the conflict and so on. In addition the changeable factor causes the
entire decision-making process to be more difficult. If uses the Fuzzy
deduction and the correlation technology, appraising the feasible method and the multi-goals decision-making, solves in facing the product
multi- goals and the resources limited situation, and makes the best
product design resources assignment.
Generally, the enterprise must in the conformity product design resource distribution, develop a set of product competition strategies
from top to bottom, to the enterprise's product improvement whether
achieved consumer's approval. Or not the product design stage has
conformed to project and so on laws and regulations, authentication,
included when the product designers considered.
Therefore, after the enterprise product design project analysis, appraised effectiveness and the customer degree of satisfaction obtain
the maximum value, the benefit on behalf of the implementation
wish, promotion product level and market competition strength,
Therefore, the use of Fuzzy set with the multi- attribute policy making method, causes the achievements appraisal system, and can achieve the product design anticipated strategy goal. When the hypothesis
achievements standard produce the market goal, the best product
choice design is the policy-making foundation, so, it may maintain
the product competitive advantage and the product future
development.
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Country Analysis: Kazakhstan
Nailya K. Nurlanova*, Madina Khalitova**

1

Abstract
The purpose of this country analysis is to examine the current
state of economy, political, legal, and ethical, and small and medium
businesses of Kazakhstan to identify any issues and problems that
could hinder economic and business performance and growth in the
future. This is a case study, an analytical approach, which focuses on
exploring and analyzing different aspects of Kazakhstan. The global
financial crisis changed the pre-existing positive trends in the global
economy and the economy of Kazakhstan, but Kazakhstan has implemented a number of programs that have enabled the economy of
Kazakhstan to maintain positive trends in the production and social
sectors, as well as in the political sphere of the country. Kazakhstan
is ahead of the average index for Eastern Europe and Central Asia in
terms of small and medium-size business conduction and creation. As
a result of the constitutional evolution and gradual reform of the legal system a balanced and effective system of government was
formed Based on the analysis, Kazakhstan has problems with preserving the raw material, lacking the competitiveness of national products,
pollution and environmental issues, and high level of corruption.
Keywords: Country Analysis, Kazakhstan, Kazakhstan Business and
Economy

1. Economy
In 1990, Kazakhstan adopted the Declaration on State Sovereignty
and became a sovereign, independent state. Since that time, the process of large-scale economic, political and social reforms has
continued. At the initial stage the following changes took place: the
transformation of ownership through privatization; the formation of an
independent monetary and financial system, including the banking,
stock market and insurance systems; and the building of a legal
framework to regulate taxation relations in the region, fiscal and
banking areas of foreign trade activity; the development of markets
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and market infrastructure. During this period, the Laws "On banks
and banking activity", "On foreign investments" and "On Joint Stock
Companies" were signed. Beginning with the period 1997-2000, there
has been a significant growth of GDP and industrial production, volume of investment and other important indicators, which was due primarily to higher prices for oil and non-ferrous metals on world commodity markets. In 1998, the Law "On Pension Provision" initiated
the formation of a funded pension system, the first such system in
the CIS.
By the beginning of the 21st century Kazakhstan has completely
transitioned to a market type of economy, with an appropriate legal
framework and institutional infrastructure.
The global financial crisis that manifested fully in the second half
of 2008 changed the pre-existing positive trends in the global economy and the economy of Kazakhstan. Starting from October 2008,
leading to the bankruptcy of the U.S. mortgage companies and investment banks, the crisis highlighted its visible presence in the financial
sector of Kazakhstan, causing adverse changes in the real sector of
the country [1]. To overcome the effects of the crisis in recent years,
the Government of Kazakhstan has implemented a number of programs that have enabled the economy of Kazakhstan to maintain positive trends in the production and social sectors, as well as in the
political sphere of the country. The year 2013 can be considered
quite safe in terms of the results of socio-economic development of
the country. Thus, the pace of the economic growth set by the Head
of the State N. A. Nazarbayev achieved the level of 6%, the consumer price index does not exceed 5 %, the unemployment rate fell from
13% in 1996 to 5 % in 2013, the real income of the population has
increased since 1995 to 1112.8 %, real wage index rose 3.8 times
and GDP per capita reached the level of 12,119 USD in 2013
against 1052 USD in 1995 [2].

2. Small, Medium, & Corporate Business Trend
(Past, Present, Future)
Today, in developed countries, the share of SMEs accounts for 40
% up to 90% of GDP. Basically, Kazakhstan’s SMEs move in line
with global trends, but its share in the economy is yet very different
from the world criteria. In 1997, the Law "On state support of small
business" was signed, which created the basis for the development of
innovation, small business infrastructure, as well as a venture
business. Currently, the Law "On Private Entrepreneurship" regulates
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government incentives and entrepreneurship support. Besides, it protects and secures the business. The improvement of legislation has
enabled the development of both public and private support institutions, including the State Fund on development of entrepreneurship "Damu" Chamber of Commerce with offices in the regions of
Kazakhstan, Association of Entrepreneurs "KAZKA" and National
Chamber of Entrepreneurs "Atameken". In 2007, the contribution of
SMEs to Kazakhstan's GDP composed 30.9 %, which was aided by
the active government policies on lending stimulation of SMEs by the
STB (second-tier banks). The Law "On Public Procurement" has enabled domestic producers to expand the market. Currently, the share
produced by SMEs in GDP is 17.3 %.The analysis showed that in 7
out of 10 main indicators of large, small and medium-size business
conduction and creation, Kazakhstan is ahead of the average index
for Eastern Europe and Central Asia. It is worth noting the success
of the investor protection and favorable tax climate in Kazakhstan,
which in comparison with other post-Soviet countries is recognized as
being softer and more attractive. For example, VAT in Kazakhstan
today is 12%, in Russia 18%, and in Belarus 20%. Improvement of
the tax climate is of particular importance in terms of the Customs
Union and the Common Economic Space. Another positive example
is a relatively low interest rate on profit mid-sized businesses, which
is about 28.6 %, while in OECD countries this figure reaches 42.7%.
According to the «Doing Business» 2013 report, Kazakhstan has
joined 10 countries that have the largest number of reforms to facilitate business [3].
The country is heading now for the accelerated industrial and innovative development and formation of a new quality of life. As part
of the "Kazakhstan -2050"Strategy a number of programs on the development of production, maintaining stability, boosting jobs, social
security, development and other areas are being implemented in
Kazakhstan [4]. Within the program of accelerated industrial development over the past 4 years 780 new businesses have been introduced
and 160 thousand jobs have been created. In 2014, it is expected to
launch another 130 enterprises. As a result of implementation of the
program more than 250 kinds of new products will appear in
Kazakhstan. Today, finished products made in Kazakhstan are being
exported to 111 countries of the world.
Kazakhstan was the first CIS country to adopt the strategy of
"green economy" development. Moreover, such innovative clusters as
deep processing of oil and gas, chemical industry, agricultural production, automobile and aircraft manufacturing, production of locomotives and wagons, electronics are developing rapidly. Currently,
Kazakhstan has the most powerful economic potential among all
Central Asian countries. It exceeds 2 times the total volume of the
economies of neighboring countries.

3. Political, Legal, & Ethical (Past, Present, Future)
In the process of many democratic reforms that have begun in the
early 90s, Kazakhstan has got on the path of development of civil
society and building a legal state. The legal foundation of the successful development of Kazakhstan is the Constitution of the Republic

of Kazakhstan, adopted in 1995 by a national referendum. With the
adoption of the Constitution the political and legal foundations of
state sovereignty were laid, based on the recognition of the highest
values of the person, his life, rights and freedoms, the key principles
and bases of the organization of society and the state were enshrined,
allowing to carry out strategic goals and objectives of the modernization of material and spiritual life of Kazakhstani society.
Kazakhstan has created its own model of political system, taking
into account national interests and global trends of political
development. As a result of the constitutional evolution and gradual
reform of the legal system a balanced and effective system of government was formed. State power in the Republic is exercised in accordance with the principle of the separation of legislative, executive
and judicial branches. Presidency plays a backbone role in the
government. In the fundamental policy documents and annual messages of the President of Kazakhstan the key aspects of the development of the country are highlighted, allowing systematic and consistent achievement of goal [5].Future prospects are connected with
the construction of flexible and efficient system of economic, political
and legal institutions that will ensure the creation and preservation of
a favorable environment for business development, fulfillment of each
citizen and ensure their rights.
It is necessary to conduct a comprehensive institutional reform of
law enforcement to create new institutions and system of relationships
in which one is motivated to perform ones duties honestly. All these
requirements will find solution in the new Criminal Code and
Criminal Procedure Code, which will be introduced by the
Government to Parliament in the near future. Strong base of institutions and human capital will be the basis for the implementation
of large-scale changes that will help Kazakhstan to withstand global
changes [5].The Constitution of 1995 provides significant social benefits for citizens, including free education and health care, pensions
and housing.The State Program of Education Development of the
Republic of Kazakhstan for 2011-2020 has currently been implemented on a large-scale in the sphere of education [6]. In the past
two decades, Kazakhstan has intensified international cooperation in
higher education. Kazakhstan was the first CIS country to join the
Bologna club. Integration of higher education system in the world educational space is one of the long-term strategic priorities of the
republic.
The Kazakh nation has a long history, and is heir to cultural
property included in the treasury of world civilization. In terms of
the number and variety of monuments Kazakhstan is not inferior to
countries such as India, China, the states of the Mediterranean and
the Middle East and is a kind of an open-air museum. The cultural
heritage of Kazakhstan has absorbed a diversity of cultural values of
all the people living on its territory. This includes more than 25,000
immovable monuments of history, archeology, architecture and art;
more than 2 million 56 thousand units of Cultural Property in the
exhibitions and collections in 89 state museums; 66 million 840 thousand volumes of books, manuscripts and rare publications stored in
3495 public libraries [7].
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4. The problems of the economic and business
development in Kazakhstan
Despite the fact that Kazakhstan is a country with the most developed economy among Central Asian countries of the CIS, the following problems remain in the national economy:
- Preservation of the raw material orientation, which increases the
risk of dependence on world markets of raw materials;
- Underdevelopment of the industrial complex and the lack of
competitiveness of national products, even within the market;
- Environmental problems in almost all regions of the country,
which affects the environment and public health;
- Isolation of the financial sector from the production sector, as a
result of which the state is taking a number of measures and mechanisms to support and develop the real sector of the economy of
Kazakhstan; underdevelopment of the stock market prevents inflow of
private capital in production;
- High level of corruption.
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Abstract
The purpose of this country analysis is to examine the current
state of economy, political, legal, and ethical, and small and medium
businesses of Algeria to identify any issues and problems that could
hinder economic and business performance and growth. This is a case
study, an analytical approach, which focuses on exploring and analyzing different aspects of Algeria. Algerian economy since 2008 experienced a relative slowdown due to the fall in oil and gas prices and
economic recession in the main trading partners, in particular,
European countries. Algeria is still not managed to diversify its economy and establish a competitive industrialization at the international
level; it has the difficulty in adopting an economy less dependent on
hydrocarbons. Algerian businesses continue to face obstacles and constraints, penalizing their performance and prevent from the emergence
of a dense and competitive industrial fabric. Based on the analysis,
Algerian economy and business showed both positive performance and
growth over the last few decades, but they still have issues that hinders both business and economic progress in the future.
Keywords: Country Analysis, Algeria, Algerian Business and
Economy.

1. Country Overview
Algeria or "People's Democratic Republic of Algeria" is a country
in North Africa, which is part of the Maghreb (the eastern part of
the Arab world). Its capital city is, "Algiers ". With a total area of
2381 741 km2, it is both the largest country in Africa, the Arab
world and the Mediterranean coast [1]. After 132 years of French
th
colonization, Algeria gained its independence in July 5 , 1962. The
st
total population is estimated to be 38700 000 in January 1 , 2014
[2]. The local currency is the «Dinar (DZD)». Externally, Algeria is
the fourth largest economy of the African continent with a GDP of
USD 207.8 billion [3]. Algeria is a member of the Organization of
Petroleum Exporting Countries (OPEC) and Gas Exporting Countries
Forum (GECF). It is one of the most important producers and exth
th
porters of natural gas (6 largest producer and 5 largest exporter)
* Assistant Professor, Faculty of Economics, University of Oran, Algeria,
E-mail: wafaa31000@yahoo.fr

and oil (15th largest producer and 10th largest exporter) [4]. The hydrocarbons sector is the main source of income for the country (37%
of GDP, 97% of export revenues and 70% of fiscal revenues) [5].
Algeria also has large reserves of minerals: iron, gold, uranium, zinc,
lead, phosphate, salt and coal. The main activities in the manufacturing sector: food-processing industry, textiles, chemicals, metals, building materials, mechanical, electrical and electronics industries. As for
agriculture, it accounts for 10% of GDP and employs nearly 23% of
the labor force [6]. The main crops are wheat, barley, oats, citrus
fruits, wine growing, olives, tobacco and dates. Algeria is also a major producer of cork and an important cattle breeder.

2. Algerian Economy Development
At independence in 1962, the Algerian government has opted for a
socialist centrally planned economy. The initial objectives were to
give Algeria independence economically by recovering national
resources. Indeed, the period 1962-1971 was marked by the nationalization of the economy key sectors (nationalization of mines in 1966
and hydrocarbons in 1971), the banking sector and the creation of
public companies [7]. Later, Algeria has launched a major economic
development project; the Algerian development strategy was characterized by the exploitation of mineral resources, hydrocarbons in particular, the creation of an industrial fabric and developing economic
and social infrastructure. An extensive investment program was implemented as part of successive development plans, funded in large
part by oil and gas revenues [8].
In the 1980s, the Algerian economy has experienced significant
difficulties, the 1986 oil shock (oil prices have fallen by 40%) was a
crippling blow to a system built solely on the performance of the hydrocarbons sector. Quickly the whole economy is paralyzed: falling
export revenues, heavy foreign debt, high unemployment rate, and
soaring inflation [8].
By the end of 80s, Algeria has embarked on an economic reform
process and thus concretizing the transition from a socialist economy
to a market economy. In 1994, Algeria has negotiated a structural adjustments program with the International Monetary Fund (IMF) and
the World Bank, the program included: devaluation of the Algerian
dinar, liberalization of prices (removing price controls), foreign trade
liberalization, openness to Foreign Direct Investment (FDI), rescheduling of foreign debt, privatization of all or part of state-owned enterprises, liberalizing the banking sector and creating private banks [8].
Structural adjustments and macroeconomic stabilization efforts un-
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dertaken between 1994 and 1999 (resumption of international agreements negotiation and signing of the Association Agreement with the
EU in 2002, the early repayment of foreign debt, rising in oil prices,
the public companies privatization program) have enabled the Algerian
economy to resume growth. From 2000, the Algerian economy is
characterized by a good macro-financial performance and has a very
favorable economic situation both internally and externally: an average
GDP growth rate of 3.5% to 4% between 2000 and 2013, the reduction of foreign debt at just over USD 300 million compared to USD
30 billion in the late 90s, exports revenues reached USD 63.5 billion
in 2013 against USD 21.1 billion in 2000, what has substantially enhanced the trade balance surplus, foreign exchange reserves increased
from USD 11.9 billion in 2000 to more than USD 194 billion in
2013, inflation controlled at 3.3% by the end of 2013 and an unemployment rate of 9.8% against 29.8% in 2000. The IMF has
ranked Algeria as the least indebted country in the MENA region in
2012 and the second largest holder of foreign exchange reserves after
Saudi Arabia [9].
It is worth noting that the Algerian economy has not been directly
affected by the impact of the 2008 financial crisis and the European
sovereign debt crisis due to weak integration of its financial system
to global finance. Its economy experienced a relative slowdown due
to the fall in oil and gas prices and economic recession in the main
trading partners, in particular, European countries.

3. Political, Legal and Ethical
On the political front, Algeria adopted a republican regime since
independence in 1962. The president is the head of state and is elected by direct universal suffrage every five years. The constitution
gives him a central role in the management of country issues. He has
the power to appoint the Prime Minister and members of the government upon the proposal of the latter. The Algerian parliament constituted of the Council of the Nation (the upper house) and the
People’s National Assembly (the lower house), examines laws proposals, vote on laws and control the government.
The independence of the judiciary system has been announced by
the Algerian constitution of 1989 and consecrated by the constitution
of 1996. The judge is protected against all forms of pressures and
only obeys the law. He is responsible only to the Higher Judicial
Council chaired by the President of the Republic [10]. Algerian law
is influenced by the French law and Muslim law. It comes from various sources: constitution, laws adopted by Parliament, decrees and
ministerial orders, international treaties and conventions ratified by
Algeria.
Algeria, by the law 07-11 of November 25th, 2007 on the financial
and accounting system, abandoned the national accounting system
which dates from 1975 to adopt a new system based on the IASB
international standards (IFRS). The objective of this reform was to
harmonize Algerian company’s financial statements with internationally
recognized standards and practices. This Act came into force on
January 1st, 2009 [11].
Rich in natural resources and economically stable, Algeria has at-

tracted in recent years increasing FDI inflows, particularly in hydrocarbons sector, real estate and infrastructure development (roads, railways, ports, airports), telecommunications, tourism, banking etc. To
attract and encourage foreign investment, the government has introduced various attractive provisions in the form of tax benefits (tax
exemptions ranging from 3 to 10 years). However, in the context of
the complementary budget law of 2009, the government adopted a
series of protectionist measures that go in the sense of restricting
FDI. Indeed, since 2010, the (49-51) rule limits to 49% the share a
foreign investor can hold in the equity capital of a local company
and the majority of the capital (51%) must be held by local partners.
To this, is added the slowness of the administrative procedures, the
complexity of legislations including tax laws and difficulty in access
to industrial land [12].
Since the early 2000s, the Algerian government adopted an expansionary fiscal policy through the introduction of three economic stimulus packages for which exceptional funding has been mobilized: a
plan to support economic recovery (2001-2004), the complementary
plan to support growth (2005-2009) and Five-Year Development Plan
(2010-2014). The desired objectives were: to boost production and its
diversification, to boost growth and employment, support for private
investment, modernization of economic and social infrastructure (roads,
buildings, etc.). However, the results remain modest in view of the
large amount of public expenditure, the GDP growth rate continues to
be drawn mainly by hydrocarbons sector. Algeria is still not managed
to diversify its economy and establish a competitive industrialization
at the international level; it has the difficulty in adopting an economy
less dependent on hydrocarbons. Many experts believe that there's a
lack of visibility in the economic policy of the government [13].

4. Small & Medium-Sized Businesses (SMBs) Trend
The development of small and medium-sized businesses (SMBs) is
the basis of the development of any economy. It is considered as a
source of richness, economic growth and job creation. In Algeria, as
in all countries of the world, the creation and promotion of SMBs
take an important place in the development process of its economy.
In Algeria, the SMBs are born from the end of the 1980s; before
that date, this type of business played a secondary role in the
Algerian economic development. In the context of a planned economy, the priority was given to public companies (state-owned enterprises), all policies and measures to assistance and development were
concentrated in favor of these companies. It is only after the economic crisis that has followed the oil shock of 1986, the state has decided to liberalize the economy by promulgating the law 88-25 of
July 19th, 1988 which has liberalized the volume of private investment and set up financial and fiscal incentives to encourage and develop the private sector. Permission to foreign investment was set up
in 1990 by the law 90-10 on money and credit, and then by the decree 91-37 of February 19th, 1991 concerning the liberalization of foreign trade. The number of private enterprises reached 22 382 companies in 1992. The following year, the Algerian state has taken other
encouragement and support measures for the SMBs, has set up a new
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framework for legislation and implemented economic recovery reforms
such as the new code on investment promotion promulgated in
th
October 5 , 1993. The privatization of public enterprises dictated by
the IMF and the World Bank as part of the structural adjustment
program imposed on Algeria to mitigate the consequences of the crisis and ensure the country's transition to a market economy, largely
contributed to the development of the SMBs [14]. Since 2000, the
weight of SMEs has increased significantly, the number has more
than doubled. Between 2000 and 2007, 212 120 companies were created as a result of the guidance law of 2001 on the promotion of
SMBs. At the end of 2010, the number of SMEs has experienced a
noticeable evolution totalizing 607 297 companies. By the end of the
first half of 2013, the number of SMBs is estimated at 747 934 [15].
Algeria launched since 2000 two programs to upgrade SMBs; a
program of industrial competitiveness conducted by the Ministry of
Industry and a second program conducted jointly by the Ministry of
SMBs and the European Union. Many institutions to promote, support
and guidance for SMEs have been created with the aim to facilitate
the creation of enterprises, addressing related weaknesses that hamper
the survival and functioning of these enterprises [16]. Under the
five-year plan 2010-1014, the Ministry of Industry, SMBs and
Investment Promotion has set up anational program to create a new
network of SMBs and upgrading companies. The program is expecting to create at least 200 000 new businesses. It should be noted
that Algeria aims to reach the number of 2 million competitive SMBs
operating in the market by2025 [17].
Despite significant progress achieved in the SMBs sector, the
Algerian businesses continue to face obstacles and constraints, penalizing their performance and prevent from the emergence of a dense
and competitive industrial fabric: the difficult access to different
means of financing and guarantees, the difficult access to industrial
land because of the complexity and administrative red tape, the complexity of some regulations and procedures, lack of supervision, monitoring, support and management of the creation of SMBs.
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IKEA and Corporate Social Responsibility: A Case Study
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Abstract
The purpose of this paper is to demonstrate the inadequacy of reliance on the law and the international legal standards in resolving the
global ethical issues and to examine IKEA in the context of corporate social responsibility to determine the reasons, if any, as to why
IKEA has had more success in the implementation of its CSR policies and Code of Conduct where many other multinational companies
seem to have failed. This is a case study, an analytical approach,
which focuses on exploring and analyzing the CSR policies to measure IKEA’s ethical behavior in a business environment. IKEA stands
out as a multinational company whose CSR policies are ingrained into the business itself as a part of its ethical operations, rather than a
marketing event. Whether they be human rights issue or environmental issue, IKEA goes beyond giving mere lip service to the ethical issues that arise in the global environment and seeks solution beyond resolution of bad publicity which affects the bottom dollar.
Beyond profit, IKEA actively works together with its suppliers and
the nation states to eradicate the harmful social causes of the various
challenges it faces in the global business environment.
Keywords: IKEA, Corporate Social Responsibility, Business Ethics.

1. Introduction
Resolution of global ethical issues such as environmental and human rights violations are not as simple as they seem. Imposition of
ethnocentric standards by developed countries upon emerging or undeveloped countries are often inappropriate and do more harm than
good. In the realm of corporate social responsibility, more needs to
be done by multinational companies than perfunctory show of performance of audits and cursory enhancement of monitoring controls.
With global world-wide competition and proliferation of multi-media
communication technology, multinational companies are under pressure
more than ever to place strategic significance on corporate social responsibility ("CSR"). In an effort to avoid criticism and negative
publicity, these organizations have adopted codes of conduct and policies addressing issues ranging from environmental sustainability to
* Faculty Adjunct/Attorney, SUNY Empire State College, USA.
Tel: +1-315-773-6139:, E-mail: Yoonah.Hahn@esc.edu

child labor to human rights and dangerous working conditions. Even
so, the adoption of CSR policies by the multinational companies often seem to be just a marketing event, and comparatively very few
global companies seem to consider their CSR policies as an ethical
operational issue of the business itself. This perception, albeit correct, is due to numerous incidences of violations, which have surfaced
and publicized by the media over the pastdecades such as Nike,
Wal-Mart, Gap, Mattell (see Brown, 2006), and Apple (see Hahn,
Kim, & Park, 2012), to name a few.
In their defense, often the human rights and other serious ethical
violations are not committed directly by the multinational companies
but their contractors in supply chain, and the resolution of those issues in supply chain management are not simple, to say the least.
Yet, the global entities, whose size can be analogous to a country itself and whose multi-billion dollar industries have higher turnover
than gross national product of many countries (Scherer & Smid,
2000), are held accountable because multinational organizations, with
their economic superiority and immense power and influence over
government and other entities, have a significant social impact and,
more so, considerable and extensive leverage over their suppliers.
They have unquestionable power to dictate the terms of their contract
and control and oversee their supply chain management. Still, the
standard response of the majority of the multinational companies to
the discovery and promulgation of violations seem to be mere performance of an audit and then cursory enhancement of monitoring
controls. After the initial perfunctory show of effort to appease the
critics and the ethical-minded public, businesses seem to go back to
the usual of doing relatively nothing about the violations (see Brown,
2006).
In the midst of the apparent lack of committed adherence to CSR
by much of the multinational companies, one company, IKEA, seems
to stand out "as inspiration for other companies" (Andersen &
Skjoett-Larsen, 2009). In fact, some have characterized IKEA as
"known to be one of the global front-runners within work on
CSR"(Morsing & Roepstorff, 2015). IKEA has even been named
"one of the ‘World’s Most Ethical Companies’ for Fourth Consecutive
Year in 2010" by Ethisphere Institute, a research based international
think-tank comprised of over 200 leading corporations, universities,
and institutions, for "going the extra mile, implementing upright business practices and initiatives that are instrumental to the company's
success, benefit the community, and raise the bar for ethical standards
within the industry" (Conshohocken, 2010).Despite these and other accolades, however, IKEA has not been immune to allegations of human rights labor violations. One in particular and what seems to be
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2. Child Labor: A Legal Review

adopted by 58th ILC session in Geneva on June 26, 1973,states, in
relevant part, as follows:
3. The minimum age specified . . . shall not be less than the age
of completion of compulsory schooling and, in any case, shall not be
less than 15 years.
4. Notwithstanding the previsions of paragraph 3 of this Article,
a Member whose economy and educational facilities are insufficiently
developed may . . . initially specify a minimum age of 14 years.

When doing business globally, issues, such as child labor, which,
on their faces seem simple to resolve, are not always that simple but
intricately complex. In the early 1990s when U.S. Senator Tom
Harkin proposed a ban of all imports of goods made by children,
that proposal alone caused garment manufacturers in Bangladesh to
fire tens of thousands of children that were working in their garment
factories. UNICEF later found that some of these tens of thousands
of children, having no alternative source of income, were forced to
work in worse jobs or become prostitutes. Shocked, the activists behind the Harkin Bill put new pressures on the garment manufacturers
to stop firing the children (Bachman, 2000). As this and other similar
cases demonstrate, imposition of ethnocentric standards by developed
countries upon emerging or undeveloped countries and careless enforcement thereof, often make the life of a childworker worse, and it
can be said that blanket prohibition of child labor in such instances
is unethical.
Legally, the question of child labor is not "what constitutes a child
labor?" More accurate question should be, "what constitutes illegal
child labor?" After all, child labor in the U.S. was legal until the
late 1930s when Fair Labor Standard Act ("FLSA") of 1938 was
passed, finally making it illegal for children under 14 to work "for
most non-agricultural work" (see FLSA 1938, 29 CFR, Part 570).
Even then, under the law, a child in the U.S. can "at any age . . .
deliver newspapers; perform in radio, television, movie, or theatrical
productions; work in businesses owned by their parents (except in
mining, manufacturing or hazardous jobs); and perform babysitting or
perform minor chores around a private home" (United States
Department of Labor, elaws; see FLSA 1938, 29 CFR, Part 570).
This law, as applied, results in contradictions because under this law,
children, at any age, can be subjected to harsh workload at the family farm when they would not be allowed to make copies at a
non-family owned office (Bachman, 2000). Hence, complete eradication of child labor is unrealistic, and the answer to "what constitutes illegal child labor?" in the international context is a complex
one, encompassing an examination of not only the international standards but also the laws of the host country, cultural practices, and social expectations.
Of the several international standards dealing with child labor, discussion of only one of the standards seems to be all that is needed,
for purposes of this paper, to demonstrate the complexities involved
and inadequacies of the laws alone in finding appropriate resolutions
for the ethical issued faced by multinational companies in the global
environment.
Article 2 of United Nation’s International Labour
Organization ("ILO") C138-Minimum Age Convention, 1973,
Convention concerning Minimum Age for Admission to Employment,

(ILO C138, Article 2, Paragraphs 3 & 4). According to this
standard, a child 15 and older are generally allowed to work in developed countries and 14 and older in developing countries.
Article 7 of Convention 138 allows children as young as 13 to 15
to work on "light work which is-(a) not likely to be harmful to their
health or development; and (b) not such as to prejudice their attendance at school, their participation in vocational orientation or training
programmes [sic] approved by the competent authority or their capacity to benefit from the instruction received"(ILO C138, Article 7,
Paragraph 1). For undeveloped or developing countries, the age under Article 7 is made even lower by allowing substitution of ages 12
and 14 for ages 13 and 15 in paragraph 1 (ILO C138, Article 7
Paragraph 4).
One caveat that needs to be noted here is that United Nation’s
ILO standards are dependent upon ratification by the nation states.
Unless a particular country ratifies Convention 138, the minimum age
requirements of Convention 138 does not become a legally binding
obligation for that country. Of 195 sovereign states in the world
(U.S. Department of State, 2014), 167 countries have ratified the
Convention (ILO Ratification of C138). It needs mentioning here
that Bangladesh and India, along with the United States, are among
those that have not ratified Convention 138 (ILO Ratification of
C138, Countries that have not ratified this Convention).
Whether ratified or not, however, the legal analysis does not stop
here with international standards. What makes the issue more complex is the fact that uniform implementation of the international
standards is not possible and the laws of individual countries are different, with different age requirements and different definition of what
a child-appropriate work is for a specific age of the child. For example, in India, child labor laws only cover children up to age 14
(Agarwal, 2014), and by prohibiting only the hazardous work as listed under India’s Child Labor-Prohibition and Regulation Act of 1986,
the law allows children 14 and below to work in occupations not
listed under the Act (See Part II of Child Labor-Prohibition and
Regulation Act of 1986). The occupations listed under The Schedule,
Part A-Occupations include "any occupation connected with:"
1) Transport of passengers, goods or mails by railway;
2) Cinder picking, clearing of an ash pit or building operation in
the railway premises;
3) Work in a catering establishment at a railway station. . .;
4) Work relating to the construction of a railway station or with
any other work . . . close in proximity to or between the railway
lines;
5) A port authority within the limits of any port;
6) Work relating to selling of crackers and fireworks in shops

the most egregious accusation against IKEA has to do with child labor in the supply chain. This case study examines legal and ethical
aspects of child labor and IKEA’s response to the allegation thereof
to determine what sets IKEA apart from other multinational
companies.
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with temporary license;
7) Abattoirs/Slaughter Houses.
(Id.) Presumably, then, children 14 and below are permitted to
work in any area except the above, "including in agriculture and in
the worst forms of child labor in the manufacturing of a number of
products in the informal economy" (U.S. Department of Labor).
As can be seen, there is no single uniform legal definition of what
constitutes acceptable child labor, and to add to these legal complexities, non-legal requirements of cultural practices and social expectations need to be considered to avoid harmful results from good
intentions. An illustration of this would be that when European anti-child labor activists objected to imports of rugs made by children
working in horrible conditions in Pakistan, India, and Nepal, they
found that some of the children were simply learning traditional skills
passed down through their families (Bachman 2000). Passing down
of the traditional skills of a family was a cultural practice, and the
children were socially expected to learn those skills as a necessity for
family survival.

3. IKEA
3.1. Background
IKEA is a multinational company based in Almhult, Sweden,
which, as of August of 2014, operates 315 stores in 27 countries
with 147,000 employees who are called "co-workers"and 1,002 suppliers from all over the world (IKEA Group FY14 Yearly Summary).
With sales totaling €27.9 billion for 2013 and €28.7billion for 2014
(Id.), IKEA is considered the world’ largest furniture retailer
(Barthélemy, 2006). IKEA was founded in 1943 byIngvar Kamprad, a
17 year-old, whose father had given him a reward for doing well in
school. Born in Smaland, Sweden and raised on a farm called
Elmtaryd near Agunnaryd, Kamprad came up with the name IKEA
by first taking his initials (I.K.) then first letters of Elmtaryd and
Agunnaryd. Having worked from age 5 selling matches (IKEA United
Kingdom), Kamprad started his business selling a variety of goods
such as greeting cards, wallets, and jewelry, and expanded to a delivery operation by hiring the local milk van for the deliveries and then
to the furniture business in 1947, opening up the first IKEA store in
Almhult Sweden in 1953 (Barthélemy, 2006).
Organizationally, IKEA is a part of IKEA Group of Companies,
which is owned by Stichting INGKA Foundation in the
Netherlands(IKEA Group FY14 Yearly Summary). This is unlike almost any other global company, and it is worth noting that any
funds Stichting INGKA Foundation receives can onlybe used in 2
ways: reinvest in the IKEA Group or donate for charitable purposes
through Stichting IKEA Foundation (Id.).

3.2. IWAY
By the end of the 1990s, after having been criticized for the use
of child labor, among others, IKEA realized that it needed to actively
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relate to the environmental and social conditions of its suppliers and
decided to develop a code of conduct in relation to its suppliers
(Andersen & Skjoett-Larsen, 2009). Considering it to be crucial,
IKEA engaged in extensive internal process involving many employees and the founder himself, and took about 2 years to develop its
code of conduct, referred to as "IWAY", "The IKEA Way on
Purchasing Home Furnishing Products". In so doing, IKEA also established IWAY Council, which handles all questions regarding
IWAY (Id.).
IWAY Standard, the "Minimum Requirements for Environment and
Social & Working Conditions when Purchasing Products, Materials
and Services,"starts with the guiding principles which recognizes that
IKEA "has an impact on people and the planet, in particular people’s
working conditions, as well as the environment, both locally and
globally" (IWAY Standard, 2012). With this recognition, IWAY addresses the minimum requirements relating to environment and social
and working conditions, including child labor. The summary, in relevant part, of the IWAY is as follows:
1. Legal Compliance: The supplier must always comply with applicable laws and IWAY specific requirements. National laws or regulations shall be followed if there is any contradiction betweenIKEA
requirement and national law
2. Working conditions: IKEA expects the suppliers to respect fundamental human rights, treating their workforce fairly and with
respect. Suppliers must not make use of child labor or forced labor,
discriminate, use illegal overtime, prevent workers from associating
freely or collective bargaining, or accept any form of mental or
physical disciplinary action, including harassment.
3. Environment and forestry: In an effort to always strive to minimize any possible damaging effects to the environment, IKEA and its
suppliers shall continuously reduce the environmental impacts of
operations.
(IWAY Standard, 2012; IISD). Not with standing the very short
synopsis of IWAY above, IWAY addresses 19 different areas, divided
into more than 90 specific issues, clearly defining sets of procedures
to be followed (Andersen & Skjoett-Larsen, 2009). IWAY also warns
suppliers that repeated violations of the requirements will "result in
the termination of co-operation'" (IISD). IWAY standard is reviewed
and revised every second year (Andersen & Skjoett-Larsen, 2009).

3.3. Implementation
In 2007, IKEA came under fire for child labor and illegal logging
by its contractors in supply chain. In an interview by BBC, IKEA
was criticized for refusing to join Rugmark, now known as Good
Weave International, which guarantees with a mark that child labor
has not been used in the manufacture of its products. In respose, by
stating that signatories to Rugmark, which include multinational companies, were either "ignorant or naïve," Dahlvig, then CEO of IKEA,
explained that if rugs are made in countries like India and "if you
have been there then you will know that many of these rugs are
produced in the homes of individuals. So, how can anyone guarantee that at any given time a child is not sitting behind a loom in
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their homes?" (Wadsworth, 2007) (Emphasis added). Dahlvig was
then asked why IKEA didn’t move its production elsewhere, and
Dahlvig answered, "No, I think it would be irresponsible to do that.
Just because it is difficult to be somewhere we shouldn’t get out of
there." In stating that there is also a business case for being there,
Dahlvig added, "I think all multinational companies going to developing countries and producing could make a difference from an environmental and social perspective. Because if we are there we can
influence and change how people produce and how things get done
and through that we speed up the development" (Id.).
This interview is very telling about the philosophies and implementation of IKEA. Many multinational companies do not go beyond trying to avoid bad publicities and take the easy way out by
carelessly associating with organizations that sound good to the
public. IKEA seems to be different in this respect. It actually goes
out and investigates what the causes to the problems are and actually
takes the initiative to solve the problem. IKEA, through IKEA
Foundation which "focuses on protecting children from child labor,
providing a better life for refugee children, and empowering girls and
women," donated €104 million in 2014 (IKEA Group FY14 Yearly
Summary). This amount is in addition to the funds spent on environmental initiatives. In 2012, the foundation pledged $10 million to
Save the Children, India to end child labor in India’s cotton industry,
which employs more than 3 million children. This was an expansion
effort into 3 more Indian states of Punjab, Haryana, and Rajastan, in
addition to the work that was already being done in Gujarat and
Maharashtra, where more than 65,000 children ages 6 to 14 have
been moved out of child labor and into classrooms, 89,000 children
ages 3 to 6 have been given pre-school education, and 16,000 15 to
18 year olds have been provided vocational skills (Pravasi Herald,
2012). Study commissioned by IKEA Foundation estimated that there
are about 500,000 child laborers in Punjab, 350,000 in Haryana, and
440,000 in Rajastan (Id.). These programs are not new but is indicative of the work that IKEA has been doing for years and involves more than just giving of money or plucking the children out
of child labor into classrooms. IKEA actually investigates and works
to raise the standard of living and provide a total environment,
wherein the children and their families can afford not to rely on
child labor for survival. By IKEA’s fiscal year 2015, it is estimated
that 100 million children will benefit from programs funded by IKEA
Foundation (IKEA Group FY14 Yearly Summary). Hence, it seems
that IKEA does not just give lip service to CSR but seems to walk
the talk.
Further, IKEA spends a lot of time and effort to make sure that
IWAY is implemented. On the employee side, extensive internal
training programs make sure employees are educated with the necessary knowledge to undertake their tasks under IWAY. On the supplier side, IKEA places great effort into making sure all suppliers understand its IWAY requirements and goes through an extensive process before a supplier is chosen. Once chosen, audits are conduced,
using a checklist covering over 90 issues of the IWAY code and interviewing randomly selected employees. IKEAvalues long-term relationships with its suppliers so does not easily or lightly break off relationship even with non-complying suppliers. It spends extra time

and effort vising the non-complying suppliers on a continuous basis
during the implementation process, working with them to correct the
problems as long as they show a willingness to improve their
conditions.
Once the corrections are made, final audit is conducted(Andersen & Skjoett-Larsen, 2009). "Once a supplier is IWAY
approved, the purchasing teams follow up continuously on the IWAY
maintenance to ensure thatIWAY remains a high priority for the suppliers" (Id.).In order to ensure implementation of IWAY requirements
by its suppliers, IKEA has built its image as a "tough customer"
(Id.). IKEA’s commitment to CSR is seen at every level of its
operations.

4. Discussion
With the emergence of multinational companies doing business in
a global environment, CSR of a company has come to encompass the
entire supply chain, holding multinational companies responsible for
the environmental and labor practices of their providers and partners,
over which they have no ownership, in the entire global supply
chain. CSR calls for the large multinational companies to "take responsibility for the inter-firm division of labour and specific participants’ capacities to upgrade their activities,"thus enabling control over
production without exercising ownership (Andersen & Skjoett-Larsen,
2009). Because these global corporations have immense market power, they are able to control key resources and specify what should be
produced, how, by whom, and by when. They are also able to provide and do provide technical support to their suppliers to manufacture the product to their specification (Id.). It is not a big stretch,
then, for the CSR to call for these multinational companies to take
responsibility for the working conditions and environmental impacts of
their suppliers in addition to the quality of the products produced.
In response to pressures for CSR, multinational companies instituted codes of conduct in their contract with their suppliers, specifying social and environmental standards and principles often taken
from the United Nations such as the ILO. However, these codes of
conduct are "often adopted to prevent pressure from different stakeholder groups," and "empirical evidence has shown that many multinational corporations have struggled with the issue of how to implement their codes of conduct in their global supply chains" (Andersen
& Skjoett-Larsen, 2009). It is apparent from the above examination
that utilization of the law and the UN standards such as the ILO is
not enough to resolve the labor or environmental issues faced by
multinational companies in the global environment. Far from it, in
the global business environment, what seems ethically simple to resolve requires complex legal, cultural, political, and socio-economic
analysis. There is no one-size-fits-all solution, and hasty ethnocentric
decisions can bring devastating results. Corporate code of conduct is
meaningless if the environment and the ability for compliance do not
exist, and there will always be a gap between the ethical standards as
contained in the Code of Conduct and the actual conditions in the
supply chain.
What distinguishes IKEA from some of the other multinational
companies is that IKEA has integrated its CSR objectives more sys-
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tematically into its management philosophy and business operations
(Maon, Swaen, & Lindgreen, 2007). While not immune from criticisms of violations, IKEA does not succumb to ignorant pressures for
empty quick solutions and publicity but takes thoughtful proactive
steps to actually remedy the problems by devoting time, resources, effort, and funds. While continuously developing CSR policies, its
willingness to go beyond mere codes of conduct can be seen in their
effort and time spent to work together with the suppliers to provide
an environment that enables compliance. IKEA’s long-term relationship strategy with its suppliers help to develop quality, service, price,
as well as environmental and social responsibility together with its
suppliers while helping them to create optimal conditions in producing the goods efficiently. By engaging in a continuous development
process with its suppliers instead of short-term relationships, IKEA is
able to demand specified quality, price, and social responsibility from
its supply chain(Anderson & Skjoett-Larsen, 2009).

5. Conclusion
The case of IKEA demonstrates that a multinational company can
be a multi-billion dollar company while being committed to its CSR
policies. While other multi-billion dollar companies place nets in response to suicides committed due to horrendous working conditions in
their supply chain (see Hahn, Kim, & Park, 2012), IKEA proactively
works to eradicate harmful social and environmental issues it faces in
its global business by putting its funds, energy, and time into doing
"good business while being a good business"(IWAY Standard). In
recognizing that it "has an impact on people and the planet, in particular people’s working conditions, as well as the environment, both
locally and globally" (Id.), IKEA has embraced its CSR objectives
and ingrained them into the management and operations of the business itself. While IKEA cannot control all aspects of its supply
chain and is not completely immune to criticisms of violations, it
serves as an example for other multinational companies to follow.
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Jong-Jin Kim*

1

1. Introduction

Abstract

1.1. Background and Objectives of the Study

This study aims to find out what impacts large retailers’ behaviors
appearing when they promote the strengthening of their market dominating power in the trade relations with small and medium suppliers
or in the market can have on consumers. It intends to analyze what
impacts such behaviors and consumers’ response to them have on
large retailers by checking how consumers think about large retailers’
behaviors that make inroads to small and medium traders’ markets
taking advantage of the unfair trade they conduct in the trade relations with small and medium suppliers or their market dominating
power. Therefore, this study investigates the impacts of the unfair
trade between large retailers and suppliers and the market-dominant
market expansion against small and medium retailers out of consumers’ store choice factors. This study analyzed negative information
(news) on large retailers (Lotte Mart, E-Mart and Homeplus) based
on the monthly data over the past five years from 2008 t0 2012 and
also analyzed the correlation between dependent variables that are
likely to affect sales through large retailer economic index, special
demand (traditional holidays) index and holiday (Saturdays, Sundays,
public holidays) index. This study performed Cronbach’s alpha reliability analysis and factor analysis for the measurement variables.
This study conducted a correlation analysis on the time lag of the
factors that have an impact on the negative information and sales of
large retailers in order to analyze how consumers respond to the
choice of large retailers’ store (store sales) when they perceived negative information about the unethical behaviors of large retailers.
Together with the above analysis, this study also conducted a multiple regression analysis in order to derive a result that the perception
on negative information affects sales (store choice). Unfair and negative information on large retailers appeared significant for the hypothesis that sales will be affected by the image of large retailers
and change of consumer attitudes. The important thing here is that
such information appeared to have not merely a temporary impact but
a continuous impact for 2~4 months.
Keywords:

Ethical Management, Corporate
Information, Time Series Analysis.

Ethics,

Negative
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Corporate ethical management is one of the important business activities to develop new values such as promoting image, strengthening
market competitiveness and improving organizational structure, and is
being recognized as an important survival strategy in competitive
markets. Korean companies have had a lot of interest in ethical management and ethical education since the early 2000s, investing a lot
of money and effort. However, it can be said that most of them have
mainly depended on the formal method of “showing".
The way for formal ethical management that has been taken by
Korean companies could be accepted without any major problems
during the period of growth with a lot of demands. However, it has
caused a lot of problems with trade relations in the era of competition like today when supply has increased.
Due to such a problem of ‘Gap (the dominant)-Eul (the subjugated)’ relations, the demand for the ethical management of the
companies in each social hierarchy has been more strongly
emphasized. In particular, consumers’ demand is getting stronger,
which is circumstantial evidence that the number of consumers demanding ethical responsibility in a more aggressive way beyond the
strengthening of wise consumption consciousness and individual-oriented consumerism is increasing.
This study intends to investigate the impact of the fairness and
ethical management in the trade and competitive relations between retailers on the consumers’ store choice and its relationship and derive
the implications for the ethical management of retailers through this.

2. Retail Industry and Ethical Management
2.1. Characteristics of Retail Industry
The recent retail industry is characterized by the irrational consumption caused by the reduced sales and accelerated market exit of
small and medium retailers, increased market dominating power and
unfair trade of the hypermarkets using their buying power, and impulse buying by excessive competitions and the increased financial
cost of social conflict.
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2.2. Ethical Management Status of Large Retailers
With the changes in international environment these days, the importance of the cooperation between large companies and small and
medium companies has become more emphasized. However, the current of cooperation between large companies and small and medium
companies has been estimated to fall short of the win-win relations.
In particular, the knowledge-based innovation-driven industries that require a huge cost are very insufficient in terms of the strategic partners with large companies.

3. Unethical Corporate Information and Consumers'
General Preference

cording to negative information on large retailers, ethical management
of large retailers and consumer preference.
The fluctuations in sales according to negative information on large
retailers were analyzed for consumer preference by analyzing the impact of the negative information news of large retailers. Large retailers’ sales index out of the sales index of retailing business was
classified as a dependent variable. The negative information (news)
about large retailers (Lotte Mart, E-Mart and Homeplus) based on the
monthly data over the past five years from 2008 t0 2012 was analyzed as a dependent variable, and the correlations between dependent
variables that are likely to affect sales through the of large retailers’
economic index, special demand (traditional holidays) index and holiday (Saturdays, Sundays, public holidays) index were analyzed.

4.1.1. Study Model

3.1. Consumers Behavior in Accordance with Negative
Information Recognition
Negative information about a company is more diffusible than any
other information due to the factors of the mass media determining
the information value, and consumers trust the information by the
mass media because they recognize the media information objectively.
Therefore, the experience of the mass media delivering information
about corporate management may play an important role in consumers' formation of the attitudes for a company and its corporate image.
If consumers face negative information delivery, changes in their attitudes will happen a lot due to the determination of negative information.
It was intended to prove how a company changes in accordance
with its response strategy in changing consumer attitudes for the company when its competitors were exposed to negative information. The
impact of each type of the negative media reports was analyzed.

3.2. Consumer Response in Accordance with Cyber Information
One of the sectors that recently receives attention from the study
of negative information perception is the association of consumers' information cognition for biased perception.
According to this study, if mass media are not consistent with
consumers’ opinion but are biased in other direction, people recognize
that the information that has been biased affects other consumers and
deduce public opinion
A study was conducted to find out whether there is a difference
between each information medium in the cognition of these subscribers, to investigate how users classify printed newspaper and online newspaper, and to study how infosheets are different in detail in
terms of the similar nature as a medium.

4. Study Methods and Analysis of Study Results
4.1. Study Methods
This study consists of the analysis for the fluctuations in sales ac-

<Figure 1> Study Model for Fluctuations in Sales According to Negative
Information on Large Retailers

As shown in <Fig. 1>, as the study on the fluctuations in sales
according to negative information on large retailers, this study analyzes whether the consumers’ perception of negative information, retailers' business index, large retailers' holiday index, and special demands enjoyed by large retailers during traditional holidays directly
affect the sales index.

4.1.2. Study Hypothesis
Hypothesis 1: The negative news (information) on hypermarkets
(large retailers) will negatively affect their sales (sales index).
The sales of hypermarkets may be immediately affected at the
time when negative information on hypermarkets occurred, but negative information is assumed to continuously affect the sales of hypermarkets allowing for a time lag.
Hypothesis 2: The business index of retail trade (large retailers)
will positively affect their sales (sales index).
The business index of retailers (large retailers) is also assumed to
continuously affect the sales (sales index) of hypermarkets allowing
for a time lag.
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Hypothesis 3: The number of monthly holidays of retailers will
positively affect their sales (sales index).
Hypothesis 4: The special demands (for traditional holidays) will
positively affect their sales (sales index).

4.2. Analysis of Hypothesis Tests
This study analyzed the correlation between various variables related to the sales in order to determine whether the negative information on large retailers affect the sales (sales index) of large
retailers. In the analysis on whether the exposure of negative information directly affects the sales of large retailers as the first model, there is a time lag before when consumers perceive and respond
to it. This time lag appears with a certain pattern, showing a phenomenon of gradually increasing in Month 1 and decreasing after
Month 4.
It seems that consumers' habits or accessibility should be more
considered. As previously mentioned, it shows a hypothesis that response to negative information will not immediately appear. The impact on negative information continues to appear from Month 1 to
Month 4 and then gradually decreases. In particular, even though the
results of the test conducted without taking into account the correlation showed the impact fragmentarily in Month 3, a certain pattern
was shown throughout Month 1 and Month 3 when taking into account the correlation.
<Table 1> Tests for the Hypotheses of Fluctuations in Sales for the
Negative Information (News) of Large Retailers
Hypothesis

Adoption

Hypothesis 1

The negative news (information) on
hypermarkets (large retailers) will
negatively affect their sales (sales index).

Adopt
portion
(time
difference
effect)

Hypothesis 2

The business index of retail trade (large
retailers) will positively affect their sales
(sales index).

Reject

Hypothesis 3

The number of monthly holidays of
retailers will positively affect their sales
(sales index).

Reject

Hypothesis 4

The special demands (for traditional
holidays) will positively affect their sales
(sales index)..

Reject

The results showed that if the negative information on large retailers prior to Month 3 increases by 1% at the significance level of
1%, the sales index of large retailers (hypermarkets) decreases by
0.05%. In addition, it appeared that if the negative information on
large retailers prior to Month 3 increases by 10% at the significance
level of 1%, the sales index of large retailers (hypermarkets) of this
period decreases by 0.02%.
Like this, the hypothesis that negative information affects the sales
(sales index) of large retailers (hypermarkets) is proved. To be more
specific, it can be seen that the sales are affected by the exposure to
negative information until after Month 1 being continuously affected
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until Month 4, and then the impact disappears.
On the other hand, the economic index, number of holidays and
number of traditional holidays which were expected to affect the sales
index of large retailers were not significant.
The same results were obtained even when the correlation between
variables were considered or not considered. The sales index was not
directly affected during the analysis of correlation because it is a daily influence coefficient while the number of holidays and number of
traditional holidays are daily influence coefficients. The economic index, which is a variable affecting the sales index in combination with
other variables, had no impact independent.

5. Conclusions and Future Study Proposals
5.1. Summary of Conclusions
This study intended to analyze whether the ethical aspects as well
as general store preferences discussed in the previous studies can be
preference factors, how consumers will perceive negative information
on store preferences and affect the change in store preferences and
what impacts these will have on the ethical factors.
As a result of the study, unfair and negative information on large
retailers appeared to be significant for the hypothesis that the sales
will be affected by the image of large retailers and the change of
consumer attitudes. The important thing here is that such information
appeared to have not merely a temporary impact but a continuous
impact for 2~4 months.
Even though the cause for the continuing direct impact on negative information has not been confirmed, it will be able to be confirmed in the future through the studies on consumer habits or
tendencies.
As mentioned in the hypothesis, specific study results show that
the impact on negative information appears after one month and is
maintained for 4 months, being gradually decreased afterwards. In
particular, an impact was fragmentarily seen after 3 months as a result of the test conducted without taking into account correlation, but
a certain regular impact was seen at continuing intervals when correlation was considered.
Thus, large retailers should not respond merely to the temporary
aspect of negative information exposure but respond to such information considering that it will continue to have direct impacts. In
particular, as this study found that negative information (unfair trade
cases) is gradually increasing.

5.2. Implications and Improvements
The influence of large retailers is gradually increasing and their
impact on consumers is also increasing. However, the operating system of large retailers has not kept up with the increase of their
influence. The most common instance is the gradual increase of the
problems raised about unethical behavior of large retailers. As shown
in this study, continuing to provide negative information on the same
issue repeatedly may cause a crippling effect on the corporate market-
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ing strategy.
As shown in the results of this study, negative information on
large retailers directly affect their sales. According to the 2010 criteria, negative information on large retailers surveyed increased more
than 4.3 times for five years.
These results indicate that consumers' interest in the fair trade of
large retailers has increased.
Therefore, large retailers should have interest in such negative information and prepare measures for unethical behavior and need to
ensure institutional and systematic prevention of the recurrences of
unethical behavior. This is the strategy that gives a more direct impact on the sales increase and sustainable growth than spending costs
for other management strategies.
Previous studies have had difficulty in factoring out the variables
due to lack of the studies on the direct change of consumer attitudes
towards unethical behavior or changes in retailers' sales or store
choice. In particular, there were a lot of difficulties in analyzing the
degree of consumers' ethical conduct.
In addition, this study has limitations such as the failure to widen
the range of the time lag coefficients for the time lag correlation
analysis in the study on the change in store sales for negative
information.
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Does the type of service failure matter? The effects of customer participation on
customer’s responsibility attribution of service failure
Mi-Jeong Kim*, Chul-Ju Park**

1

Abstract
while there is a general agreement with respect to the significant
effect of customer participation on the negative responses of customers when service failures occur, researchers do not present consistent
or conclusive findings as to whether customer participation serves to
buffer or magnify the negative impact of failures on service
outcomes. Then, are there any factors to reconcile these inconsistent
evidences? We examine the effects of customer participation on customers’ reactions to service failure under the distinct failure conditions (process failure versus outcome failure).The results show that
when the outcome failure occurs, customer participation prior to the
failure can serve to buffer the negative customer responses following
failures, while customer participation can magnify the negative customer responses following the outcome failure.
Keywords:

Customer Participation, Customer’S
Attribution, Service Failure.

Responsibility

1. Introduction
Customer participation is defined as the degree to which a customer contributes effort, preference, knowledge, or other inputs to service
production and delivery (Chan, Yim, and Lam 2010; Dong,
Sivakumar, Evans, and Zou 2015). Most of previous studies on customer participation are focused on the role of customer participation
on service outcomes (Chan et al.2010; Dong et al. 2015). The literature suggested that customer participation leads to enhanced productivity, improved service quality, and increased customer satisfaction
(Chan et al. 2010 Dong et al. 2015). Some researchers have suggested that customer participation in the service recovery process increases perceived value of future co-creation, satisfaction with the
service recovery, and intention to co-create value in the future (Dong
et al. 2008; Shin, Park, Oh, Kim 2008), However, is customer participation in the process of service production and delivery always beneficial to service firms? How does customers’ perceived level of par-
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ticipation influence their response to service failure?
Prior empirical evidence on the effect of customers’perceived participation on their response to service failure is limited and
inconsistent. Some researchers propose that customer participation provide an important buffer to mitigate customers’ negative responses
following service failure. Keh and Teom (2001) suggested a high level of customer participation leads to customer collaboration amounting
to customer loyalty. Hong et al. (2004) found that customer participation in the website affects positively customer tolerance, which
might be connected directly with the load factor of the airline. Other
researchers, in contrast, have shown that customer participation can
magnify the negative customer responses following failures. Yen et al.
(2004) found that high-participation customers are more likely than
low-participation customers to attribute blame to the organization. Tao
et al. (2010) showed that a high level of customer participation creates a high level of expectation, which leads to an elevated level of
tendency to blame the service encounter in determining responsibility
for service failure. In sum, while there is a general agreement with
respect to the significant effect of customer participation on the negative responses of customers when service failures occur, researchers
do not present consistent or conclusive findings as to whether customer participation serves to buffer or magnify the negative impact of
failures on service outcomes. Then, are there any factors to reconcile
these inconsistent findings? Smith and Bolton (2002) shown that customers experienced different emotional responses after different types
of service failures. The same logic from empirical evidence of Smith
and Bolton (2002)’ study implies that it is also possible that the effect of customer participation on negative reaction to failure would
vary by the type of service failure. The services marketing literature
recognizes two types of service encounter failures: outcome and process (Bitner, Booms, and Tetreault 1990; Keaveney 1995; Smith,
Bolton, and Wagner 1999). The outcome failure involves the service
encounter does not fulfill the basic service need or perform the core
service, whereas the process failure involves the delivery of the core
service is flawed or deficient in the manner in which it is delivered
(Smith et al. 1999). Therefore, high-participation customers would
shift the responsibility to service encounter in a process failure, because the process failure is usually caused by service providers, who
were not properly performing its role. On the contrary, high-participation customers may put partly the blame on the causes of the failure in an outcome failure, because outcome failure can be caused by
the customers. Unfortunately, no study has explored the moderating
effect of the type of service failure on the relationship between customer participation and the negative responses to the failure.
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Thus,themain focus of this study is in understanding how customer
participation either buffer or magnify customers’responses to failures
and recoveries. Among the responses included in our conceptual model are causal attributions and behavioral reaction to service failure,
which may explain the processes underlying the proposed relationship
effects. Specifically, we explore how customer participation affects attribution of the responsibility of the failure to service encounterand
future revisit intention. In addition, we examine the effects of customer participation on customers’ reactions to service failure under the
distinct failure conditions (process failure versus outcome failure).

2. Hypotheses
As we were noted earlier, our focus was on the effects of customer participation on the responsibility attribution to service failure as
well as on their revisit intentions following the failure.
H1: Following a service failure, customer participation has a positive effect on the attribution for the service encounter’s responsibility
to the service failure.
H2: Following a service failure, the attribution for the service encounter’s responsibility to the service failure has a negativeeffect on
customer’s revisit intention.
H3: Following a service failure, customer participation has a negative effect on customer’s revisit intention.
H4: The type of service failure moderates the relationship between
customer participation and the attribution for the service encounter’s
responsibility to the failure such that the effect of customer participation on the attribution for the service encounter’s responsibility in
a process failure is higher than in an outcome failure.
H5: The type of service failure moderates the relationship between
customer participation and revisit intention such that the effect of customer participation on customer’s revisit intention in a process failure
is higher than in an outcome failure.

3. Method
3.1. Data collection
For this study, surveys have been conducted based on actual customer experience with family restaurants in Seoul, Korea. Each respondent to the survey participated using self-reporting method. After
presented with service failure types, each respondent was asked to select service-related problems he or she has experienced most recently.
Then, a minute or so was given to allow the respondent to recall the
case of service failure in order to refresh the memory of the case. A
total of 314 questionnaires have been retrieved, and a total of 297
questionnaires were used for the final analysis, excluding 17 questionnaires with inadequate and/or insincere answers.

3.2. Measures
To measure customer participation, we used ten items adapted
from Suh, Kang, and Ahn (2010) with the 7-point Likert scale (1=
not at all, 7 = to a great extent).Two items adapted from the study
by Kaltcheva, Winsor, and Parasuraman(2013) for attribution for service encounter responsibility, and three items based on Kim’s study
(2011) to measure revisit intention were utilized. In addition, this
study included, as control variables, the severity of service failure and
past service quality that can affect customer response after service
failure - i.e. attribution of responsibility for service failure and revisit
intention - in the research model. To measure the severity of service
failure, three items and 7-point semantic differential scales(1=trivial
problem, 7=serious problem; 1= minor discomfort, 7= major discomfort; 1=problem with minor enragement, 7=problem with major
enragement)based on the study by Maxham and Netemeye(2002)were
used. Past service quality was measured using the 7-point Likert scale
based on the study by Maxham and Netemeyer(2002).For the type of
service failure, we was based on various service failures suggested by
Bitner et al. (1990) (service delay, omission of reservation, provision
of food different from what was ordered, erroneous order, omission
of order, erroneous calculation, boring waiting time, lack of attention
by employees, discrimination, unkindness), and the failures were classified into process and outcome failures. The process failure is defined as problems occurred during the process of a customer receiving the service; the outcome failure can be defined as the problems
in delivering the result a customer actually wanted to receive from
the service. Process failure includes service delay, boring waiting
time, lack of attention by employees, discrimination, and unkindness.
Omission of reservation, provision of food different from what was
ordered, erroneous order, omission of order, and erroneous calculation
constitute outcome failure.

4. Result
We conducted Structure Equation Model (SEM) analysis using
AMOS 7.0 in order to examine the effects of customer participation
in service delivery process on the attribution of service failure responsibility and customer’s behavioral response to the service failure. The
result shows that high-participation customers land the service encounter with the responsibility for the failure(path coefficient=0.183,
p<0.01), supporting H1. Customers who think the service encounter is
responsible for the service failure decrease their revisit intention (path
coefficient=-0.139, p<0.01), supporting H2. On the other hand, the direct effect of customer participation on revisit intention was not statistically insignificant, thus not supporting H3.The results to test the
moderating effect of the type of service failure show that the effects
of customer participation on responsibility attribution to service fail2
2
ure(Δχ =48.275, p<0.01) and revisit intention(Δχ =22.041, p<0.01)differ in whether the failure falls under the process failure or outcome
failure. Specially, following a process failure, high-participation customers place service encounter in charge of the cause of the failure(path coefficient=0.293, p<0.05) as well as reduce their possibility
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to revisit the service encounter (path coefficient=-0.675, p<0.01).
Following the outcome failure, on the other hands, high-participation
customers think that they are partly to blame for the failure(path coefficient=-0.540, p<0.01). To wrap it up in a nutshell, when the outcome failure occurs, customer participation prior to the failure can
serve to buffer the negative customer responses following failures,
while customer participation can magnify the negative customer responses following the outcome failure.

5. Discussion
The results in this study suggested that high-participation customers
put the service encounter with the responsibility for the failure and
theywho think the service encounter is responsible for the service
failure decrease their revisit intention. However, the effects of customer participation on responsibility attribution to service failure and revisit differ in whether the failure falls under the process failure or
outcome failure. When the outcome failure occurs, customer participation prior to the failure can serve to buffer the negative customer
responses following failures, while customer participation can magnify
the negative customer responses following the outcome failure.
The practical implications of this study are as follows. First, this
study was not limited to examining the effects of customer participation on customer response after service failure from the aspect of
cause-and-effect; rather, the interaction effect between customer participation and service failure types was also studied. Based on such approach, this Study reconciled the argument for customer participation’s
buffer effect as well as magnify effect of customer participation,
which, in turn, contributed to expanding the theoretical understanding
of service failure. In practice, it has been determined that the result
will enhance the ability to conduct more specified and customized
management of service failure. Simply allowing customers to participate in service delivery process has been found not to have an insurance effect in service failure. Because customers with a high level
of customer participation also have a high level of expectation for the
customer service, it should be noted that consistent quality management and enhancement of product standard must be sought to meet
the level of expectation customers have. Especially, when outcome
failure occurs, a higher level of customer participation may buffer
damaging result of service failure, but in terms of process failure
which is related to the attitude of a service encounter, such customer
participation will likely to magnify and exacerbate the situation.
Therefore, for customized service that necessarily requires a high level
of customer participation, it is especially important to invest attention
and understanding of various service points of contract in order to
prevent a customer from experiencing process failure in such service
points.
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Analysis of Trade Structure in Car Industry between Korea and China
Jae-Sung Lee*

1

1. Introduction

Abstract
This research understand both 2 country’s trade structure to
strengthen Korea-China economic cooperations and examine trade
drawback to analyze causes which affect trade and by its improvement direction, find out way of trade expansion. As Northeast asian
countries are geographically adjacent to Northwest coast of Pacific
ocean, in case economic cooperations are intensified, transportation &
communication costs could be diminished as well as transaction cost
caused by economic exchanges could be minimized. In order to analyze trade decision factor of both 2 countries, Index of trade intensity
invented by trade intensity theory(Kruger, A.O.1997) is used to analyze it. Even though specific factor should be materialized in terms
of analysis of trade decision factor, realistically, concreted explanations are difficult as there are so many unsolved factors and its
diversifications. Therefore, this research focus on reviewing trade
structural factors and external trade structural factor of trade decision
factor’s analysis, namely, time-series analysis is efficient. First, these
Index of A value/ B value means Korean against Chinese market
share/Korean against world market share, of which is comparative
market intensity. Second, So, Korea is taking comparative advantage
of export specialization and on the contrary, China is taking comparative advantage of import specialization respectively. Third, RCA
indexes are considerably improved compared to that of 2000.
However, still as RCA indexes are much smaller than +1 means
Korea is in a position to comparative disadvantage against China
compared to those of other industries. This research is analyzed by
quantitative measurement with trade intensity theory, trade specialization and revealed comparative advantage index to see how inter-trade relations are changed between Korea and China during past
10 years(2000, 2005, 2012). Through this survey of time series, we
can figure out structural factor of trade dependence relationship between 2 countries. Eventually, even though values of 0.023 in 2000
and 0.128 in 2005 are much more improved value compared to that
of 2012, these are still low level.
Keywords:

Car Industry, Intensity, Trade Structure, Trade
Specialization, Revealed Comparative Advantage.

* Professor, PhD. Dongeui University, Busan, Korea.
E-mail: jslee7@deu.ac.kr

As Northeast asian countries are adjacent to Northwest coast of pacific ocean, in case economic cooperations are intensified, transportation & communication cost could be diminished as well as transaction cost of economic exchanges could be minimized. Furthermore.
Additionally, commonly comprehensive cultural characters could be
contributed to mutual demand expansion as a sufficient condition to
spur intra-trade especially, intra-industrial trade.
In particular, among the Northeast Asian countries, the geographical proximity of the two countries to exchange experiences and
language through a long history, life, customs, and practices have a
lot in common culturally similar to round, and one in the economic
aspect, the complementary nature of the two countries culminated .
In view of our economic situation, economic cooperation in Northeast
Asia provide opportunities for industrial technology cooperation with
China while competition between industries is accelerating of the days
and expand and diversify our export markets and to secure a stable
source of resources to be a very positive the effect is expected to bring.
The purpose of this study is looking for the problems of the trade
to find ways to increase the trade through its direction of the improvement in order to strengthen economic cooperation between the
two countries to identify two country’s trade structure and to analyze
the factors that affect trade structure.
This paper is organized as follows. Chapter Ⅱ will describe statistical data used in empirical Analysis together with previous studies
concerning this research. Chapter Ⅲ, it will be examined the structural characteristics of the automotive industry between 2 countries by
use of general trade statistics. Chapter Ⅳ, mutual trade relations will
be decomposed and measured through UN Comtrade statistics combined with trade indices, trade specialization index, Revealed
Comparative Advantage index. Finally, Chapter Ⅴ, the results of this
study is summarized and finalized completely.

2. Previous research and statistic data
In order to analyze trade determinants between 2 countries, trade
intensity index was used to analyze by taking advantage of Japanese
Yamazawa (1970) theory of trade intensity.
To analyze these trade determinant, detailed factor should be
identified. However, realistically, there are a lot of unidentified factors
as well as its diversity which it is hard to explain specifically. So, I
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look into to focus on trade structure factor as a mentioned research
point, namely, analysis of trade determinant. Analysis period is from
2000 to 2012. From 2000 to 2005 and 2012 are restricted for both 2
countries trade determinant analysis as recent statistical data of international statistical data are not announced or are difficult to get them.
Per reviewing previous research, Jang(2008), Lee(2010), Jeong(2011)
by trade specialization index, there are analysis research for
Han(2005), Kim(2009), Yoo & Han(2012) by revealed comparative
advantage index and Kim(2009), Kim & Kim(2011), Jeong(2012) by
trade intensity index. This paper has differentiation compared to other
papers as above mentioned all 3 indexes are used for study.
This research was done empirical analysis based on statistical data, especially, trade analysis between Korea and China are objective assess.
Thus, the position of the two countries with a focus on South Korea, the
counterpart country was reviewed. The statistical data published by international organization were mainly used. The main data were made based
on Standard International Trade Classification - Revision 3, Korea
Customs Office, Korea International Trade Association and UN Comtrade.

3. The Status of Car Industry and Characters
between Korea and China
Korean manufacturing method requires from domestic production-export to oversea market and from simple oversea production

strategy taking advantage of oversea low labor to globalization strategy in pursuit of resource optimal distribution and optimum coupling
of manufacturing factor.
These target should be conducted as survival strategy not only
Korean economy’s everlasting growth and development but also to
survive borderless unlimited competition era. This is Korean car industry’s urgent assignment. In despite of short Korean car industry,
Korean car industry recorded world rank 5 of car manufacturing
country in 1994 since 20 years after having been manufacturing independent unique model.
Korean built-in car export has been continuously increased into
300,000 unit in 1986 and over I million unit in 1996(KITA 2013).
Per export areas, north american market in 1980 is abnormally high
dominating 70-80% and have been exported to evenly balanced all
over world. Regarding to the Korean big 3 car maker, export ratio
against production is over 30% and only Hyundai has his own manufacturing brand in 1980 while KIA and Daewoo have been business
through OEM method(KITA 2013). Now, all of manufacturing makers
have been exporting by their own brand from 1990. Despite this kind
of swift progress, Korean car industry’s international competitiveness
is still very vulnerable. It is very contrast that Japanese built-in car
has evenly balanced market share such as 37% in small car, 27.5%
in medium size car, 20.7% in luxury car and 29.4% in sports car I
US market without any big differences against their car grade.

<Table 1> top 10 export item in 2000
Period
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000

Item
Electric product
MachineryㆍComuputer
Car
PetroleumㆍCoal
Ship
Plastic
Steel
Organic compound
Filament fiber
Knitting

HS code
85
84
87
27
89
39
72
29
54
60

Export weight
2,144,176
2,378,653
2,778,477
40,003,169
7,216,050
6,984,473
12,500,325
8,528,903
1,006,532
364,402

Export amount
46,365,814
29,732,191
15,265,527
9,375,503
8,229,445
7,279,677
5,954,688
4,969,520
4,804,218
2,522,109

(Unit: US$1,000, Ton)
Trade balance
10,854,729
8,859,068
13,634,266
-28,701,630
8,036,911
4,567,468
-35,487
-1,056
4,017,919
2,426,379

Source: Customs office, KITA 2013
<Table 2> top 10 export item in 2005
(Unit: US$1,000, Ton)
Period
2005
2005
2005
2005
2005
2005
2005
2005
2005
2005

Item
Electric item
MachineryㆍComputer
Car
Ship
PetroleumㆍCoal
Plastic
Steel
Optical instrument
Organic compound
Steel product

Source: Customs office, KITA 2013

HScode
85
84
87
89
27
39
72
90
29
73

Export weight
2,379,539
3,610,932
5,541,103
7,610,949
35,847,748
9,499,673
15,048,220
165,476
10,905,426
2,483,584

Export amount
80,488,019
38,563,249
37,491,235
17,231,478
15,709,419
14,262,514
12,804,737
11,911,050
10,539,295
4,425,868

Trade balance
31,754,060
10,584,838
33,298,061
16,094,094
-51,847,050
8,861,933
-3,555,765
-967,645
2,062,227
1,872,647
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<Table 3> top 10 export item in 2011
(Unit: US$1,000, Ton)
Period

Item

HS code

Export weight

Export amount

2011

Electric product

85

2,492,738

118,542,862

Trade balance
48,794,634

2011

Car

87

8,011,982

67,096,998

57,947,004

2011

MachineryㆍComputer

84

5,965,440

59,658,652

10,330,096

2011

Ship

89

16,200,267

54,133,104

51,729,626

2011

PetroleumㆍCoal

27

56,597,644

53,088,429

-120,586,577

2011

Optical instrument

90

591,264

36,499,242

19,450,445

2011

Plastic

39

11,915,748

27,719,360

16,869,288

2011

Steel

72

26,801,230

27,581,063

-857,152

2011

Organic compound

29

15,332,920

22,468,839

7,604,440

2011

Steel product

73

4,645,340

11,690,016

4,315,843

Export weight

Export amount

Source : Customs office, KITA 2013
<Table 4> Top 10 export item in 2013
(Unit: US$1,000, Ton)
Period

Item

HS code

Trade balance

2013

Electric product

85

772,794

41,022,310

18,123,810

2013

Car

87

2,721,168

24,019,422

20,799,425

2013

MachineryㆍComputer

84

1,849,268

19,645,287

4,471,673

2013

PetroleumㆍCoal

27

19,550,412

18,647,477

-44,836,514

2013

Optical instrument

90

175,109

12,203,470

6,643,405

2013

Ship

89

4,525,000

11,137,928

10,484,861

2013

Plastic

39

4,476,361

10,186,121

6,618,144

2013

Organic compound

29

5,784,018

8,707,390

3,706,811

2013

Steel

72

8,797,975

7,569,296

375,169

2013

Steel product

73

1,667,706

3,542,638

830,446

Source: Customs office, KITA 2013

Per <Table 1> and <Table 2>, among top 10 export products
against world market in 2000 and 2005, The proportion of car is
US$15.26 billion and US$37.49 billion which is rank 3 after electric
item and machineryㆍcomputer as a promising export item and its export volume is increased more than 2 times after 5 years. Per <Table
3> and <Table 4>, it is almost 2 times increase after 6 years as
US$67.09 billion in 2011, of which automobile exports showed robust
but in 2013, it is US$24 billion which shows export performance is
significantly poor compared to previous years even though 2nd quarter export data does not come out. This is reason why worldwide
economy recession as well as medium & high earners’s purchase
power is shrank due to construction sector’s recession with long-term
economic depression. This is worldwide trend including Korea.
Comparing with <Table 5> and <Table 6>, we can figure out
Korean car import & export status shows steady growth continues
overall from 1995 to 2013. This is export promotion policy starting
from the time of the Third Republic. From the early days, the export-oriented strategy is labor-intensive industries such as textiles,
footwear, clothing industry and then, from the 1990s, main export industry is changing into high value-added industry such as automobile,
marine, electronics in Korea. In other words, its industry is moving

from NICs, labor-intensive industries to capital-intensive industry. It is
not mere industry itself moving. As a source of national wealth is
changing fundamentally, we can see significant contribution to increase of national wealth through economic development.
On the other hand, per China from 1995 to the year 2013, as you
can see the trend <Table 6>, export is bigger than import in the
trade balance as a whole because the low wages of auto workers
make profitability of export production and this significantly improves
the car's export competitiveness as well as medium, high earners do
not have their preference for expensive foreign cars which makes
even lower share of imported cars that you can find the factors of
trade surplus.
In particular, in 2013, Chinese exports is over 4 times larger than
imports that China is expected to compete with Korea in the fierce
in the future international car sales market.
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<Table 5> Automobile Import & Export Status in Korea
(Unit: US$1,000, Ton)
Period

Item

HS code

Export weight

Export amount

Import weight

Import amount

Trade balance

1995

Car

87

1,522,325

9,358,465

146,535

2,070,184

7,288,281

1996

Car

87

1,855,637

11,727,309

162,991

2,256,056

9,471,253

1997

Car

87

2,161,648

12,328,440

157,226

1,925,629

10,402,811

1998

Car

87

2,278,000

11,433,944

66,506

813,756

10,620,189

1999

Car

87

2,519,540

13,144,857

111,868

1,257,748

11,887,109

2000

Car

87

2,778,477

15,265,527

160,276

1,631,262

13,634,266

2001

Car

87

2,680,073

15,400,570

184,952

1,804,875

13,595,695

2002

Car

87

2,899,551

17,266,341

273,152

2,644,369

14,621,971

2003

Car

87

3,709,790

23,024,613

286,941

3,175,267

19,849,346

2004

Car

87

5,028,268

32,106,170

286,051

3,584,939

28,521,231

2005

Car

87

5,541,103

37,491,235

309,572

4,193,174

33,298,061

2006

Car

87

5,923,470

42,605,290

393,381

5,242,003

37,363,287

2007

Car

87

6,498,382

49,162,180

516,193

6,658,601

42,503,579

2008

Car

87

6,360,347

48,333,860

539,907

7,180,813

41,153,047

2009

Car

87

5,096,608

36,531,126

419,894

5,516,332

31,014,794

2010

Car

87

6,873,009

53,445,487

604,719

7,867,147

45,578,340

2011

Car

87

8,011,982

67,096,998

654,905

9,149,995

57,947,004

2012

Car

87

8,273,480

70,074,094

651,497

9,347,245

60,726,849

2013

Car

87

2,721,168

24,019,422

222,851

3,219,996

20,799,425

Total

-

-

82,732,858

589,815,928

6,149,418

79,539,392

510,276,537

Source: Author calculated it based on UN Comtrade data.
<Table 6> Automobile Import & Export Status in China
(Unit: US$1,000, Ton)
Period

Nation

Item

HS code

Export weight

Export amount

Import weight

Import amount

Trade balance

1995

China

Car

87

43,197

232,017

4,805

15,314

216,703

1996

China

Car

87

37,325

177,586

4,083

13,673

163,913

1997

China

Car

87

21,743

80,459

9,154

30,059

50,400

1998

China

Car

87

33,089

110,449

3,020

7,544

102,905

1999

China

Car

87

29,792

113,244

9,283

26,243

87,001

2000

China

Car

87

28,295

167,272

19,798

58,913

108,358

2001

China

Car

87

31,696

207,550

21,835

52,334

155,216

2002

China

Car

87

54,228

361,177

41,611

88,272

272,905

2003

China

Car

87

216,829

1,356,680

45,603

100,684

1,255,996

2004

China

Car

87

286,627

2,102,056

56,799

143,933

1,958,123

2005

China

Car

87

408,167

3,222,042

80,685

261,856

2,960,186

2006

China

Car

87

382,232

3,153,018

114,687

457,329

2,695,690

2007

China

Car

87

355,311

2,996,058

169,953

761,972

2,234,086

2008

China

Car

87

323,512

2,791,913

177,910

934,116

1,857,797

2009

China

Car

87

395,953

3,388,463

140,253

824,994

2,563,469

2010

China

Car

87

564,525

5,160,901

206,443

1,231,637

3,929,264

2011

China

Car

87

670,343

6,476,600

229,374

1,499,466

4,977,134

2012

China

Car

87

569,698

5,654,131

196,214

1,437,348

4,216,784

2013

China

Car

87

368,323

3,781,412

123,741

895,048

2,886,364

Total

-

-

-

4,820,886

41,533,027

1,655,251

8,840,733

32,692,294

Source: Author calculated it based on UN Comtrade data.
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<Table 7> Korean car import & export status against China and Trade balance
(Unit: US$)
Year

2000

2003

2005

2010

2012

Export

$167,271,560

$1,356,679,921

$3,222,042,050

$5,160,900,687

$5,654,131,447

Import

$58,913,188

$100,683,907

$261,855,901

$1,231,636,901

$1,437,347,890

Trade Balance

$108,358,372

$1,255,996,014

$2,960,186,149

$3,929,263,786

$4,216,783,557

Source: Author calculated it based on UN Comtrade data.

As you can see <Table 7>, Korea shows export excess phenomenon as 2 times 13 times larger than import during 2000-2012.
Trade favorable phenomenon between 2 country’s industries has
been continued, however, after 2010, trade balance drops to over 3
times from over 12 times and as mentioned earlier, it shows that
China vehemently pursue Korean car sales market.

world total import is smaller, this index is going up.
 
     
   

   ′    
   ′  

4. Structural Analysis for Korea-China Car Industry
4.1. Empirical analysis model for Korea-China Car Industry
In order to understand the competitiveness of the automobile industry between Korea and China, It is necessary to take advantage of
utilizing some of the more traditional method of analysis
It is trade intensity index, trade specialization index and revealed
comparative advantage index.
Each measuring index for competitiveness index could be fragmentary analysis method to see only one side as well as problem is
implied. However, it is helpful to see trade structure resulting from
industrial competitiveness.
Trade intensity index analyze competitive relations of oversea market between 2 countries by relative trade intensity of competitiveness
analysis indicator to consider coverall import absorbing power of import country, comparative advantage of export country together with
bilateral or global trade flow
Trade specialization index has some problems to consider only bilateral transaction of exporting and importing countries without considering the world's total trade flows.
Revealed comparative advantage index shows realized competitiveness of export country, but, has problem that import absorbing power
such as market condition of import country is not taken into account
at all.
Trade is accomplished at the point that import demand of import
country meets supply power of export country.
However, revealed comparative advantage index has disadvantage
that only the relative export proportion of the exporting country is
considered.
We can examine specific calculation method as well as index derived from mentioned calculation. Trade intensity index presented by
I. Yamazawa shows exporting country’s export comparative market intensity against importing country. Thus, trade intensity index can be
defined as follows;
Economic meaning of trade intensity is if I country’s export proportion against j country is bigger or j country’s import ratio against

   ′  
       

In case j country export ratio among I country’s total export is
1% and j country import is 1% against world total import, this index
is 1. Therefore, formular <1> can be changed into formular <1’> as
follows
 
     ′
   

numerator of formular(1)' shows I country’s share against j country’s market and denominator of formular(1)' shows I country’s world
market share.
Namely, this index means I country’s world market share against j
country’s market share, of which it calls comparative market intensity.
Additionally, to make in-depth analysis about Korea-Sino complementary relationship, we can measure trade specialization degree
through qualitative rather than quantitative indicators.
  
<Formular>   
  

(Xi : Export of certain industry, Mi : Import of certain industry)
As Trade specialization index(TSI) is between maximum value +1
and minimum value –1, if mentioned index is bigger, it means the
competitiveness is strong. If it is o, export amount equals to import
amount which means the active intra-industry trade is done in reality.
In case it comes closer into –1 from 0, it means degree of import
specialization is high and if it comes closer into +1 from 0, it means
degree of export specialization is high. Further more, if TSI is +1, it
is perfect export specialization, on the contrary, if TSI is -1, it is
perfect import specialization. As it is indicator of relative comparative
advantage in the export, it is another indicator to analyze between the
two countries or in the world for a particular market. TSI is available
to analyze by item, by country at a certain point including time series comparision at the same time which is useful to explain bilateral
trade or labor segregation structure.
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Revealed Comparative Advantage index(RCA) is the most widely
used index to express export competitiveness of certain goods.
If a certain country export a particular product of revealed comparative advantage index to other countries some extent large volume
product rather than other countries, it is based on assumption that
this country has export competitiveness.
RCA index has merit to compare competitiveness between countries that have different economic scale easily.
If RCA index is bigger than 1, it means this product has comparative advantage rather than other products in his own country.
Revealed Comparative Advantage(RCA) index suggested by
Balassa(1970), Kojima(1970) can be calculated as following formular.

<Table 10> Korean total export amount against China
Period Trade Flow

Reporter

Partner

Code

Trade Value

2000

Export

Rep. of Korea

China

TOTAL

$18,454,539,579

2005

Export

Rep. of Korea

China

TOTAL

$61,914,973,037

2012

Export

Rep. of Korea

China

TOTAL

$100,023,688,501

Source: Author calculated it based on UN Comtrade data.
<Table 11> All products export amount against world market
Period

Trade Flow

Reporter

Partner

Code

Trade Value

2000

Export

world

world

total

$6,338,632,926,696

2005

Export

world

world

total

$10,361,240,970,216

2012

Export

world

world

total

$17,278,696,232,753

 ╱
<Formular> RCAi =  ×100
╱

Source: Author calculated it based on UN Comtrade data.

EXi : i industry’s export amount from a certain country.
WEXi : i industry’s export amount against world market.
TEX : a certain country’s total export amount.
TWEX : export amount of total products against world.

<Table 12> RCA index for Korea-China car industry
2000

2.63892E-05

0.002911438

0.009063979

2005

0.000310971

0.005975633

0.052039788

2012

0.000327231

0.005788845

0.056527924

Source: Author calculated it based on UN Comtrade data.

In case RCA index is smaller than 1, it means this product has
comparative disadvantage rather than other products in his own country.
At first, RCA index is suggested as alternative comparative advantage calculation method under the realistic condition of availability to
get relative production cost or relative price data.
Consequently, it is used comprehensive indicator of comparative
advantage possibility according to relative price shift caused by technical factors, factor endowments difference as it shows comparative
accomplishments without attributable to a particular theory of comparative advantage as well as including market share coming from
economic scale and possibility of trade shift.
By using above 3 comparative index of competitiveness, let me
analyze competitiveness of Korea-Sino car industry at next chapter.

Per <Table 12>, RCA index is 0.009 in 2000. As that is significantly shorter than 1, Korean car industry is considerably comparative disadvantage with China compared to other industries. RCA
index is 0.052 in 2005 which means it is much smaller than 1, but,
it is pretty much improved rather than 2000 as well as comparative
disadvantage against China is also pretty much improved compared to
other industries.
RCA index is 0.056 in 2012 which is much smaller than 1 and
Korean car industry continues comparative disadvantage against China
since 2005 compared to other industries. However, it indicates it is
improving little by little.

2) Trade specialization index for Korea-China Car Industry

4.2. Empirical analysis result for Korea-China Car Industry
1) Revealed Comparative Advantage Index for Korea-China Car
Industry
Now, specifically, you can calculate RCA index for Korea-China
Car Industry as follows;
<Table 8> Korean car export amount against China
Period

Trade Flow

Reporter

Partner

Code

Trade Value

2000

Export

Rep. of Korea

China

87

$167,271,560

2005

Export

Rep. of Korea

China

87

$3,222,042,050

2012

Export

Rep. of Korea

China

87

$5,654,131,447

Source: Author calculated it based on UN Comtrade data.
<Table 9> Car export amount toward world market
Period
2000
2005
2012

Trade Flow
Export
Export
Export

Reporter
world
world
world

Partner
world
world
world

Code
87
87
87

Trade Value
$6,338,632,926,696
$10,361,240,970,216
$17,278,696,232,753

Source: Author calculated it based on UN Comtrade data.

Per <Table 15>, TSI is 0.447 in 2000, 0.838 in 2005 and 0.624
in 2012 respectively that the index is closer into +1 since 2000 and
it is a little bit far away from +1 in 2012. As TSI is between maximum value +1 and minimum value –1, if mentioned index is bigger,
it means the competitiveness is strong. If it is o, export amount
equals to import amount. In case it comes closer into –1, it means
degree of import specialization is high and if it comes closer into +1,
it means degree of export specialization is high. Therefore, Korea is
comparative advantage of export specialization and China is comparative advantage of import specialization.
<Table 13> Korean car export amount against China
Period

Trade Flow

Reporter

Partner

Code

Trade Value

2000

Export

Rep. of Korea

China

87

$167,271,560

2005

Export

Rep. of Korea

China

87

$3,222,042,050

2012

Export

Rep. of Korea

China

87

$5,654,131,447

Source: Author calculated it based on UN Comtrade data.
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<Table 14> China car export amount against Korea
Period

Trade Flow

Reporter

Partner

Code

Trade Value

2000

Export

China

Rep. of Korea

87

$63,870,642

2005

Export

China

Rep. of Korea

87

$282,440,384

2012

Export

China

Rep. of Korea

87

$1,305,796,732

Source: Author calculated it based on UN Comtrade data.
<Table 15> Trade specialization index for Korea against China
2000

$103,400,918

$231,142,202

+0.447347638

2005

$2,939,601,666

$3,504,482,434

+0.838811928

2012

$4,348,334,715

$6,959,928,179

+0.624767182

<Table 18>
Chinese total import amount
2000
2005
2012

$225,093,731,030
$659,952,762,119
$1,818,199,227,571
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<Table 19> World total import
amount=World total export amount
2000
2005
2012

$6,513,243,011,103
$10,573,099,053,017
$17,497,143,917,260

Source: Author calculated it based on UN Comtrade data.
<Table 20> Trade intensity index between Korea & China---formular (1)
2000
2005
2012

0.081986022
0.09381728
0.055012502

0.026448805
0.02690017
0.031731401

3.099800595
3.48760912
1.73369279

Source: Author calculated it based on UN Comtrade data.

Source: Author calculated it based on UN Comtrade data.
<Table 21> Trade intensity index for Korea against China---formular (1)‘

3) Trade intensity index for Korea-China car industry
According to traditional trade theories, they assume that international trade is done between 2 countries and inevitably existing geographical and institutional barriers such as transportation cost, customs
duty does not exist. Under these assumption, international trade is decided through price discrepancy. Traditional theories explain reason of
this price discrepancy is difference of each country’s production
condition. However, real life that lots of countries are existing has
factors(transportation cost, customs duty) that affect price as well as
non-price factors(cultural homogeneity and historical background) that
also affect trade flow.
Thus, trade flow of real life is affected by non-comparative advantage factors. It is trade intensity analysis to explain trade flow under lots of countries are existing. Trade intensity analysis has assumption that trade flow is affected by both each country’s comparative
advantage structure and non-comparative advantage factor. Therefore,
trade flow’s decisive factor is explained by comparing both ex-ante
total import & export volume and ex-post total import & export
volume. Namely, trade intensity analysis is analysis for bilateral trade
flow by contrasting ratio between domestic country and partner in the
world trade, shift between partner’s import product’s structure and domestic export product’s structure.
Per <Table 20>, 3.099 in 2000 means export ratio of Korea
against China is significantly higher. 3.487 in 2005 and 1.733 in
2012 show that export ratio of Korea against China is increased until
2005 and then, its export ratio is decreasing with a large extent.
Per <Table 21>, 0.107 in 2000, 0.217 in 2005 and 0.180 in 2012
indicate Korea's share against China market in each year. 0.034 in
2000, 0.062 in 2005 and 0.103 in 2012 show Korea’s share against
world market. In other words, this index calls comparative market intensity degree which means Korea’s world market share against China
market share.
<Table 16>
Korean export amount against China
2000
2005
2012

$18,454,539,579
$61,914,973,037
$100,023,688,501

<Table 17>
Korean total export amount
2000
2005
2011

$172,267,495,379
$284,418,167,174
$555,208,897,965

Source: Author calculated it based on UN Comtrade data.

2000
2005
2012

0.10712723
0.217689938
0.180155053

0.034559394
0.062418101
0.103914058

3.099800595
3.48760912
1.73369279

Source: Author calculated it based on UN Comtrade data.

5. Conclusion
This study empirically analyze how Korea-Sino trade dependent relationship is shifted during over 10 years(2000년, 2005년, 2012년)
through trade intensity index, trade specialization index and revealed
comparative advantage index. By this, we can review import & export structural factor of 2 countries. Let me summarize results from
empirical analysis as follows;
First, regarding to trade intensity of Korea-Sino car industry in
2000, Korea’s export ratio against China is significantly high. In
2005 and 2012, Korea’s export ratio against China is going up sharply and then, it is diminishing gradually.
Second, Per trade specialization index(TSI) for Korea-China Car
Industry, the index shows that it is closer into +1 since 2000 and it
is a little bit far away from +1 in 2012. As TSI is between maximum value +1 and minimum value –1, if mentioned index is bigger,
it means the competitiveness is strong. If it is o, export amount
equals to import amount. In case it comes closer into –1, it means
degree of import specialization is high and if it comes closer into +1,
it means degree of export specialization is high. Therefore, Korea is
comparative advantage of export specialization and China is comparative advantage of import specialization.
Third, regarding to RCA index, is 0.009 in 2000. As that is significantly shorter than 1, Korean car industry is considerably comparative disadvantage with China compared to other industries. During
2005~2012, RCA index shows it is pretty much improved rather than
2000, however, it is still much smaller than 1 means that Korea is
comparative disadvantage against China compared to other industries.
In reality, as Korea is severely comparative disadvantage with China
in car industry based on Trade Intensity Index and Revealed
Comparative Advantage Index, it seems that this kind of business
should transfer their business into China to get profitability of
enterprise.
This research conducted by 3 theories, of which Trade Intensity
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Index and Revealed Comparative Advantage Index resulted in same
conclusions. However, Trade Specialization Index did not conduct
practical verification clearly which is this paper’s limitation. Therefore,
mentioned limitation should be overcome through inter-industry trade
index in the future research.
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Repeated Games with Asymptotically Finite Horizon and Imperfect Public
Monitoring
Yves Guéron*

1

Abstract
We consider a two-player infinitely repeated game with asymptotically finite horizons: discount factors converge to zero over time. The
stage-game has a continuum of actions and a unique and interior
Nash equilibrium. It is known that when players perfectly observe
each oth- ers actions, cooperation can be achieved and equilibrium
payoffs will be strictly higher than the stage-game equilibrium payoff.
I show that introducing an arbitrarily small amount of smooth noise
in the monitoring makes cooperation impossible and players play the
static Nash equilibrium of the stage-game forever.
Keywords: dynamic games, asymptotically finite horizon, folk-theorem, imperfect monitoring
JEL classification: C72, C73

1. Introduction
Games that have a unique stage-game Nash equilibrium have the
undesirable property that when repeated a finite number of times, the
only subgame- perfect equilibrium is the repetition of the stage-game
Nash equilibrium. That is, there are no intertemporal incentives at
play and players often end up along an inefficient path, such as in
the finitely repeated prisoner’s dilemma.
Infinitely repeated games provide a satisfying answer to this
problem. An infinite number of repetitions gives rise to new intertemporal incentives as there is no longer a last period from which incentives unravel. The folk theorem then tells us that every feasible
and strictly individually rational payoff can be supported as the outcome of a subgame-perfect equilibrium.
With constant discounting, infinitely repeated games are stationary.
In particular, the expected duration of the continuation game is the
same at any time.1 One might however argue that even though a
game may not have deterministic ending, its expected length should
decrease as time passes. For example, two competitors facing a de-

clining demand might expect the probability of interacting to decline
over time due to increasing risks of shutdowns. Accordingly,
Bernheim and Dasgupta (1995) introduce repeated games with asymptotically finite horizons. In each period, there is a strictly positive
probability that the game continues to the next period. However this
probability converges to zero.
Bernheim and Dasgupta (1995) study a stage game in which action sets are compact and continuous and which has a unique interior
and locally inefficient Nash equilibrium. The game is infinitely repeated and  , the discount factor applied from period  to period 
+ 1, is such that  > 0 for all  and lim  →∞  = 0. They show
that, provided discount factors do not converge to zero too fast, it is
possible to have subgame-perfect equilibria in which in each period
players receive a payoff strictly higher than the stage-game Nash
equilibrium payoff. However, they also show that
in any such equilibria, action profiles will converge to the
stage-game Nash equilibrium. Nonetheless, this can occur quite late in
the game, and thus have little impact on period-zero payoffs, such
that full efficiency may be approximatively achieved.
In this paper we show that when introducing an arbitrarily small
amount of smooth public noise, all the non-degenerate equilibria of
Bernheim and Dasgupta (1995) breakdown, and the only equilibrium
of the dynamic game is the infinite repetition of inefficient
stage-game Nash equilibrium.
The result is similar to Guéron (2015), who studies dynamic contribution games with imperfect monitoring and shows that the intorduction of a small amount of noise and cause a complete breakdown in cooperation. However the stage-game considered is quite different: in this paper, the stage-game has a unique interior Nash equilibrium, whereas in Guéron (2015) the stage- game is dominant-solvable.

2. Perfect monitoring
In this section we briefly present the model of Bernheim and
Dasgupta (1995) and discuss their main results.

2.1. The stage game
* School of Economics, Sogang University, Seoul, Korea. ygueron@
sogang.ac.kr. This work was supported by the Sogang University
Research Grant 201410008.01.
1 If the discount factor is interpreted as the probability that the
interaction continues in the next period.

There are two players,  = 1, 2.2 Let  denote player ′ s action
2 This is only to simplify exposition, but all results extend to the case
of  players.
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set and    ×  → R denote his utility function. We summarize
below all assumptions on the stage game:

2.3. Cooperation in repeated games with asymptotically finite horizons and perfect monitoring

 is a compact subset of R. There is a
Assumption 1.      


unique stage-game Nash equilibrium  which is contained in the interior of     ×  . Each payoff function    → R is twice
continuously differentiable in  and strictly quasi-concave in ai. Each
player’s best reply function    →  is continuously differentiable
in a neighborhood of  .3 The Jacobian matrix of partial derivatives
 has full rank at the stage-game Nash equilibrium.4
Assumption 2. Utility functions  are three times continuously

In this section we briefly present the main results of Bernheim
and Dasgupta (1995). First, they find a sufficient condition on the
rate of convergence of discount factors to zero to guarantee the existence of a non-degenerate subgame-perfect equilibrium, that is an
equilibrium in which players obtain a payoff strictly greater than the
stage-game Nash equilibrium payoff in each period. More specifically,
the log of discount rates must grow, in absolute value, faster than  :
 

differen-tiable in a neighbourhood of  ,      is negative defi-

Assumption 3. There exist    and ∧   such that ∏   

nite,     and     is non-singular.
Remark 1. While Bernheim and Dasgupta (1995) assume that utility func- tions are three time continuously differentiable, we only use
the fact that they are twice continually differentiable in what follows.



≥ ∧  ≥  . This is equivalent to having lim  → ∞ ∑ 
 
 
  





Moreover we will not require that     is negative definite but
only that       at the Nash equilibrium.
Example 1. A Cournot duopoly with linear inverse demand and
constant marginal cost satisfies assumptions 1 and 2. Let
      , where  is sufficiently high, and let     
        , =1, 2,  ≠.

2.2. The dynamic structure

 ∞.6

Theorem 1. (Bernheim and Dasgupta 1995). Under assumptions 1
and 3, there exists a subgame-perfect equilibrium in which players receive a payoff strictly higher than the stage-game NE payoff in each
period.
Under the additional regularity assumption 2 Bernheim and
Dasgupta (1995) show that assumption 3 is not only sufficient but
necessary for the existence of non-degenerate subgame-perfect
equilibria.
They also establish a folk theorem. More specifically they prove
the existence of a time  ∗ such that for any , if discount factors

Time is discrete and the game is played infinitely many times: 
=0, 1, .... Players share a common sequence of discount factors
  ≥  , where  ∈(0, 1) is the discount rate from period  to  +
1. The game has an asymptotically finite horizon in the sense that
lim  → ∞    .
Payoff streams are evaluated using unnormalized discounting. The

are above a certain threshold for    ∗ periods and then only start
to decline (at the rate implied by assumption 3) then for any feasible, interior and strictly individually rational payoff  there is a
subgame-perfect equilibrium in which players get  for at least 
periods. That is, the decline of the discount factor in the distant future will not affect current behaviour if current discount factors are
close to one.

payoff to player  from a stream of payoffs (  ,  , ...), evaluated in
period evaluated in period   ≥  is:5

3. The model under public monitoring



     
∞

    





                      ⋯

We now introduce imperfect public monitoring to the model.
At the end of each period, and conditional on an action profile ,

Players discount the future in the sense that ∑∞  ∏   ∞.
For ease of notation we define    ∏    to be the rate at which
period  payoffs are discounted in period   ≤  .

players observes a public signal  drawn from a compact set  ⊂ ℝ
 ≥  , according to a probability measure ∙  . For any measurable  ⊂  we have:
ℙ∈   

   


3 Because  is strictly quasi-concave in  , each player  has a unique
best response to any action  .
4 In the case of two players, the Jacobian matrix evaluated at the Nash


equilibrium

will

be

  



 
 



  
 




.

The

full

rank



assumption then reduces to the assumption that at the Nash




equilibrium  and  are non-zero.


 
  .
5 With the convention that 
 

Our main assumption is that the probability measure  is continuous with respect to action profiles. The idea behind this assumption is that if a player changes his action by a small amount only,
the change in the distribution of signals will also be small:
Assumption 4. (Feller continuity). There exists a constant  such
that  ℙ    ∆    ℙ      ≤ ∆ and  ℙ       ℙ 
    ∆  ≤ ∆ for any measurable set  ⊂  .

6 We can see that this assumption is indeed not satisfied in Remark ??.
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We denote player ′ s realized payoff by ∗
 , which is a function
of his current action and the public signal. The ex ante utility function ui is then the expectation of the ex post payoff:
  




∗
  

(1)

   ∀∈

A public history  is a sequence of  public signals:      
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small deviation will have a low impact on the monitoring, implying a
low probability of punishment. Overall, the cost of deviating will be
lower than the gain such that cooperation cannot be sustained:
Theorem 2. Consider an infinitely repeated game with asymptotically finite horizon and imperfect public monitoring that satisfy assumptions 1, 2, 3 and 4. Then with probability one the only Nash
equilibrium in public strategies is the infinite repetition of the unique
stage-game Nash equilibrium:8

⋯    ∈  . The set of all public histories is ℋ:=∪ ≥    

A public behavior strategy  for player  is a measurable func-

ℙ      ∀ ≥ 

tion that specifies a probability distribution   ∈∆  after any

4.1. Preliminary results

public history   ∈ℋ:

 

ℋ→ ∆ 
 .
 ↦    



The monitoring technology, along with a public strategy profile
      , induce a probability distribution on ℋ that we denote

by ℙ . Expectations with respect to that probability distribution will
be denoted by

.

Let      be the expected payoff of player  from the strategy profile       and        be the continuation payoff
from  after the public history  .

     :=




       :=

brium of the dynamic game. Then for any  ≥  , there exists  ′ ≥ 
such that ℙ  ′ ≠    9 Given that the public Nash equilibrium
of the repeated game is non-degenerate it must be that    There
is then a set of histories of positive measure such that an action pro-

∞

    ,
  






∞

          
  

First, we show that in any non-degenerate Nash equilibrium of the
dynamic game, for any  , there must be a set of histories of length
at least  for which stage-game payoffs are strictly higher than the
stage-game Nash equilibrium payoff. That is, incentives for cooperation must be maintained at all times. If that was not the case then
there would be a time after which only the stage-game Nash equilibrium would be played. Unravelling would then occur through backward induction and our equilibrium would have to consist of an infinite repetition of the stage-game Nash equilibrium.
Lemma 1. Let     be a non-degenerate public Nash equili-



A profile of public behavior strategies     is a Nash equilibrium if for any ∈  and any strategy  ′ we have that
     ≥   ′   .7

4. Breakdown of cooperation with public monitoring
We now show that cooperation breaks down under "smooth" imperfect private monitoring, even for an arbitrarily small amount of
noise.
First, as in Bernheim and Dasgupta (1995), in equilibrium actions
will converge to the unique interior stage-game Nash equilibrium.
Hence, for  sufficiently large, small deviations will offer a gain of
order two, from the envelope theorem.
Consider now the cost from such a deviation. First, as discount
factors converge to zero, intertemporal incentives eventually become
weak and future costs have little impact on current utility. Second, as
action profiles near the unique stage-game Nash equilibrium, the cost
of being punished, by a permanent play of the stage-game Nash equilibrium (this is the only feasible punishment, as action profiles must
converge to the unique stage-game Nash equilibrium in any equilibrium), is low. Finally, because of the Feller continuity assumption, a

file different from  is played in period    while  is played
with probability one in the future. At least one player will then have
an incentive to deviate in period    , a contradiction with the fact
that     is an equilibrium.
Note that there can still be histories after which the stage-game
Nash equilibrium is played indefinitely. This set of histories however
is of measure less than one.
Lemma 1 tells us that intertemporal incentives must remain
throughout the game. However, as players are not mutually best-responding (since this only occurs at the unique stage-game Nash equilibrium), there will be myopic incentives to deviate. As discount factors become low those myopic incentives become more significant relative to intertemporal incentives. To mitigate this action profiles have
to approach the stage-game Nash equilibrium. The next lemma is the
probabilistic version of Bernheim and Dasgupta (1995, Lemma 2.1.).
Lemma 2. Let     be a non-degeneratepublic Nash equilibrium
of the dynamic game. Then the sequence of action profiles converges
almost surely to the stage-game Nash equilibrium: ℙ (lim  → ∞  
    .

Proof. In any equilibrium, the instantaneous gain from a deviation
must be lower than the maximal punishment incurred after a devia-

8 Note that because time is countable, this is equivalent to saying
ℙ    ∀ ≥    .
9 Even though there is private monitoring, there are no inference

7 Given that   is bounded,   is well defined.

problems since   ′    for all  ′ ≥  ,     .
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tion: that is, for any  ≥  and     we have that  ≤  ′

      ≤∑∞        


for at least one of the players, where for ∈   ′,



    a.s./ where     ∈ 



   and   ∈   . As  converges to zero, for any

   there exists  such that for  ≥  we have      ≤   

              

 ≥  . Therefore   ′  ′          → → ∞ 0 a.s.,     .

To do so we show that

  ′

By the maximum theorem  ↦  ∈       is continuous. As
 is compact and there is a unique stage-game Nash equilibrium,


this implies that ℙ lim→ ∞      .




       













  ℙ       .

             ×





that for  ≥   (i)    and (ii) ║   ∥ ≤  (a.s.).10
We denote by ℋ  the set of histories of length   that satisfy

  such that for
Lemma 3. Under assumption 2, there exists  





 ℙ         ℙ    ′    

Corollary 1. For any    and    , there exists   ≥  such

the two properties of corollary 1. The first condition tells us that discount factors are arbitrarily close to zero while the second condition
tells us that action profiles are arbitrarily close to the stage-game
Nash equilibrium.
Finally, we will make use of the following lemma which gives us
a lower bound on the instantaneous gains from a deviation when the
action profile is close to the stage-game Nash equilibrium:



    

   ′            .



















(4)

From Lemma 3 we know that for µ sufficiently small the
right-hand side of (4) is bounded from below by  , while the integrals on the left-hand side of (4) are bounded from above by  ,
   , from Feller continuity (assumption 4) and because all action
profiles are within  of  (Corollary 1). As  is arbitrarily small
(4) holds, which implies that at least one of the players has a profitable deviation.

 we have that
all a with ║  ∥  

5. Conclusion

                 ≥ ∥  ∥
∈

∈

Lemma 3 tells us that as action profiles approach the stage-game
Nash equilibrium, the sum of gain from each player best responding
is at least of order two.

4.2. Proof of theorem 2
Let us assume there is a non-degenerate public equilibrium
    of the asymptotically finite repeated game with imperfect

public monitoring. We will show that there exist a profitable deviation for histories in ℋ  , that is when  ≥   , when  and  are
sufficiently small.
Note that at least one of the players must have myopic incentives
to deviate when  ≥   , given that the action profile is different
from the stage-game Nash equilibrium. Consider the following deviations for player     :

 ′  

References



      ∈ℋ  
.
  


Strategy ′ prescribes best responding to player  for any history
in ℋ  , while agreeing with  otherwise. (In particular, after having
deviated in period  a player return to following the strategy prescribed by  .) We now show that at least one of  ′ or  ′ must
be a profitable deviation on ℋ  , that is that:
  ′               ∀ ∈ℋ 
10 Note that all norms in ℝ  are equivalent.
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<Appendix> Proof of Lemma 3

which can be further simplified into

Let        →ℝ be the function which returns the highest
payoff player  can get by deviating from action profile     , that
is             . Consider the following second order


   
     
  ′

             


 

   
    
  
 ′
  ∥  ∥ 



 

Taylor expansions around  :

  


 
   

     
  
 
            
 


 

   
   
 

   
     
  
       

 
 
 ∥  ∥ 



dition      and








order condition.
We obtain a similar expression for            and sum
both gains to obtain:



                    ∥  ∥ 



where



             
 
  




 
                 
    ′         

 



  

by noting that    ′  
from differentiating the first
 


           

where the first order term in  is zero from the first order con-
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and

  


    
  



  .






The matrix              is positive definite as we

where the last equality is obtained because from the envelope the

viation and therefore              . Moreover its



determinant is non-zero as     and  are non-singular.  is
non-singular as utility functions are strictly concave at the Nash equi-
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Economic Targets and Loss Aversion in International Environmental Cooperation
Doruk İriş*

11

Kahneman and Tversky (1979) argue that people perceive outcomes as gains and losses relative to a reference level, which can be
the current assets, the status-quo or expectations, rather than final
wealth or welfare level. Furthermore, people exhibit loss-aversion: the
tendency to strongly prefer avoiding losses to acquiring gains. The
theory of loss-aversion has been employed to bring insight in various
phenomenon such as in financial markets explaining the equity premium puzzle together with consumer’s myopia (Benartzi and Thaler,
1995), in consumption and saving behavior explaining why change in
consumption is slower when bad news rather than good news on income is received (Bowman et al., 1999), in housing markets explaining why in housing busts, houses are sat on the market for long periods with asking prices that are well above expected market prices
(Genesove and Mayer, 2001), in international trade explain- ing why
there exists a deviation from free trade to protect the loss-making industries (Freund and Ozden, 2008), in energy markets explaining the
energy paradox (Greene, 2011), in political economy explains why
voters are reluctant to change existing policies (Alesina and Passarelli,
2014), among others. Several papers, examining how behavioral economics can advance the science of environmental and resource economics, mention that loss aversion could be crucial for non-market
valuation (Shogren et al., 2010) and whether climate change is
framed as loss or gain (Gsottbauer and van den Bergh, 2013). To the
best of our knowledge, no paper employed loss aversion to examine
international environmental cooperation.
We assume that countries (or political parties) perceive economic
benefits as gains and losses relative to their economic targets and
they are averse to economic losses. More specifically, economic targets are reference levels such that if a country’s economic benefit
from emission is higher than its economic target, then its leaders find
the economic performance sufficient (gain); however, if it is less than
its economics target, then its leaders find the economic performance
insufficient (loss). A country’s economic targets could be determined
by its past performances and targets, expected future performances,
other countries performances, among others. Since these can differ between countries, we allow countries to be asymmetric in their valuations on economic targets. Since how vulnerable countries would be

* dorukiris@gmail.com; Phone: +82-2-705-8505; Sogang University, School
of Economics, 121-742, Seoul, S. Korea

in case of failing to achieve the economic targets also differ between
countries, we also allow them to have different levels of aversion to
economic losses.1
We examine the implications of countries’ having economic targets
and being averse to eco- nomic losses, both possibly asymmetric, for
the international environmental agreements (IEAs) on emission levels.
Countries with the concerns described above decide simultaneously on
their emission levels, which involves the following trade off. On the
one hand, emissions have negative environmental effect and give rise
to negative externality due to trans-boundary effects. On the other
hand, emissions exist as a result of production, which creates surpluses for producers and consumers. Countries differ in their development levels, in particular in their technology levels. In this context, a
technologically advance (developed) country needs to emit less than
technologically back (developing) country in order to create same
amount of economic surplus.
The contribution of this paper is threefold. First, countries seem to
exhibit such behavior and it can be due to two main reasons. On the
one hand, one can argue that political parties are boundedly rational,
especially when decisions are complex (Simon, 1985). Political parties
usually consider economic benefit to be of higher importance, since
they are more visible by voters than the environmental policies.2 This
may motivate political parties in power to additionally aim to reach
their economic targets, which could be set ambitiously high due to
over-optimism, and also believing that failing to reach these economic
targets may cost them the next election.3 On the other hand, one can
also argue that rational political parties take actions to not only maximize its net benefit to the country but also their own private interest
(Besley, 2006; Persson and Tabellini, 2000). Moreover, rational political parties can be reluctant to change for greener policies if voters
are averse to economic losses (Alesina and Passarelli, 2014), or influenced by the special interest groups as in Grossman and Helpman
1 Alternatively, the model can be interpreted as countries being
symmetric in these characteristics, but asymmetric directly in their
economic targets.
2 See the link for surveys done in recent years indicating voters’
priorities are the economic ones while the environmental issues
listed way below in the U.S. http://www.pollingreport.com/prioriti.htm
3 Miler (2009), using personal interviews with political elites and
quasi-experimental design, finds that politicians often use of decision
heuristics and suffer from over-optimistic forecasts. Similarly, Frankel
(2011) studies the forecasts of real growth rates made by official
government agencies in 33 countries. It finds forecasts to have a
positive average bias and this bias is even stronger in booms.
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(1994) and aim to reach an economic target because of the industrial
lobbyists, possibly stronger than the green ones.4 As a result, political
parties would value economic benefits from emission more than they
should because of the need to satisfy ambitious economic targets to
attract voters or special interest groups to be elected.5 Second, countries are different in various aspects. Studying asymmetries in various
aspects shed further light on understanding IEAs, even though it
brings additional technical difficulties. Third, this paper provides another perspective on why the leaders have to be further motivated for
greener policies by the citizens when they negotiate in international
arena.
To address the consequences of economic targets and loss aversion
for IEAs, we develop a dynamic game in which countries facing a
free-riding public goods problem and attempt to maintain cooperation
in their national emission strategies, where emitted pollution is assumed to be trans-boundary. We restrict our attention to IEAs that
are self-enforcing, as in Ferrara et al. (2009) and Hadjiyiannis et al.
(2012), since there is no supranational authority to en- force mechanisms regarding environmental policy. In this context, a country prefers to sustain cooperation on agreed-upon emission policies as long
as the discounted future welfare losses due to the breakdown in international environmental cooperation outweigh the onetime gain by unilateral deviation from the cooperative path. We should emphasize that
we completely abstract from any participation considerations, which
have been at the center of IEAs literature since its beginning (Barrett,
1994; Carraro and Siniscalco, 1993; D’Aspremont et al., 1983; Hoel,
1992).6 Instead, we look for the sustainability of a cooperative emission level, in particular the most cooperative emission level, by countries that aim to achieve their economic targets and are averse to
economic losses, within the context of a self-enforcing IEA involving
full participation. We compare sustainability of a cooperative emission
level by different set of countries varying in their economic targets,
valuation on economic targets, the level of aversion to economic losses, and technology levels. We examine the sets of countries both
symmetric and asymmetric in these characteristics.7
We find that if a country has stronger economic target concerns,
that is, it values its eco- nomic targets more and/or become more
averse to economic losses, then it is harder to sustain cooperation for

this country, but facilitates the sustainability to the other countries
due to strategic substitutability of emission levels. In case of all
countries have stronger economic targets concerns, sustaining an
agreed upon cooperative emission level becomes harder. This means
that the most cooperative emissions countries can sustain has the following order: lowest in the case that no country cares for such economic targets than in the case that all countries achieve reaching
their targets, and the highest in the case of all countries fail to reach
their targets. We also find that it is harder to sustain a cooperative
emission level if the countries become more asymmetric in their technology levels. In this case, the impact of a further asymmetry in the
level of economic target concerns is ambiguous. It might help or hinder sustaining a cooperative emission by offsetting or deepening the
impact of technological asymmetry.
The real IEAs, e.g., climate change, is much more complex than
the simple model utilized here. It requires international coordination
to agree on the cooperative emission levels in which the countries often fail to follow their promises. We show that even in the world in
which sustaining the most cooperative emissions is effortless, the ambitiously set economic targets owing to the incentives to be elected
lead to IEAs with less cooperative emission levels than the one countries could achieve without such concerns.
Thaler and Sunstein (2008), in their highly influential book, suggest nudges, that is a way to design choice environment by using
frames, defaults, among others, that alters people’s behavior in a predictable way without mandating a particular action or changing economic incentives, to overcome behavioral failures. However, the impact of nudges is limited if the policy makers themselves suffer from
such behavioral failures either directly or through voters, as discussed
in introduction. While a political leader can frame the climate change
problem to alter the behavior for greener policies, e.g., Al Gore, one
other can frame it to favor inaction, e.g. Bush administration.8
It appears that correcting the incentives leading to ambitious economic targeting and aversion to economic losses require a strong call
for action at the sub-national level. As the citizens of the earth, we
should talk more about the environmental problems and raise public
awareness to incentivize leaders for greener policies.9

4 Dietz et al. (2012) study the implications of domestic lobbying
particularly on IEAs. See also Oates and Portney (2003) for a review
of lobby groups on environmental policies.
5 Buchholz et al. (2005) examine theoretically the implication of
electoral process on IEAs and find significant adverse effects on IEAs.
Cazals and Sauquet (2015) shows that political leaders’ commitments
on IEAs differ with the timing of the elections based on empirical
evidence. In our model, we do totally abstract from the election
process and focus on the potential consequences.
6 See also the following more recent reviews on the literature: Barrett
(2005) and Finus (2008).
7 Much of the literature on IEAs study the case of symmetric countries.
However, some papers study theoretically the cases in which the
countries are asymmetric in their size and marginal damage from
pollution (Kolstad, 2010), marginal costs and benefits of abatement
(McGinty, 2007; Pavlova and de Zeeuw, 2013), and technologies
(Mendez and Trelles, 2000).
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Competitiveness in Car Distribution Industry between Korea and China
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1. Introduction

Abstract
This research understand both 2 country’s trade structure to
strengthen Korea-China economic cooperations and examine trade
drawback to analyze causes which affect trade and by its improvement direction, find out way of trade expansion. As Northeast asian
countries are geographically adjacent to Northwest coast of Pacific
ocean, in case economic cooperations are intensified, transportation &
communication costs could be diminished as well as transaction cost
caused by economic exchanges could be minimized. In order to analyze trade decision factor of both 2 countries, Index of trade intensity
invented by trade intensity theory(Kruger, A.O.1997) is used to analyze it. Even though specific factor should be materialized in terms
of analysis of trade decision factor, realistically, concreted explanations are difficult as there are so many unsolved factors and its
diversifications. Therefore, this research focus on reviewing trade
structural factors and external trade structural factor of trade decision
factor’s analysis, namely, time-series analysis is efficient.First, these
Index of A value/ B value means Korean against Chinese market
share/Korean against world market share, of which is comparative
market intensity. Second, So, Korea is taking comparative advantage
of export specialization and on the contrary, China is taking comparative advantage of import specialization respectively. Third, RCA
indexes are considerably improved compared to that of 2000.
However, still as RCA indexes are much smaller than +1 means
Korea is in a position to comparative disadvantage against China
compared to those of other industries. This research is analyzed by
quantitative measurement with trade intensity theory, trade specialization and revealed comparative advantage index to see how inter-trade relations are changed between Korea and China during past
10 years(2000, 2005, 2012). Through this survey of time series, we
can figure out structural factor of trade dependence relationship between 2 countries. Eventually, even though values of 0.023 in 2000
and 0.128 in 2005 are much more improved value compared to that
of 2012, these are still low level.
Keywords:

Car Industry, Intensity, Trade Structure, Trade
Specialization, Revealed Comparative Advantage.
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As Northeast asian countries are adjacent to Northwest coast of pacific ocean, in case economic cooperations are intensified, transportation & communication cost could be diminished as well as transaction cost of economic exchanges could be minimized. Furthermore.
Additionally, commonly comprehensive cultural characters could be
contributed to mutual demand expansion as a sufficient condition to
spur intra-trade especially, intra-industrial trade.
In particular, among the Northeast Asian countries, the geographical proximity of the two countries to exchange experiences and
language through a long history, life, customs, and practices have a
lot in common culturally similar to round, and one in the economic
aspect, the complementary nature of the two countries culminated .
In view of our economic situation, economic cooperation in
Northeast Asia provide opportunities for industrial technology cooperation with China while competition between industries is accelerating
of the days and expand and diversify our export markets and to secure a stable source of resources to be a very positive the effect is
expected to bring.
The purpose of this study is looking for the problems of the trade
to find ways to increase the trade through its direction of the improvement in order to strengthen economic cooperation between the
two countries to identify two country’s trade structure and to analyze
the factors that affect trade structure.
This paper is organized as follows. Chapter Ⅱ will describe statistical data used in empirical Analysis together with previous studies
concerning this research. Chapter Ⅲ, it will be examined the structural characteristics of the automotive industry between 2 countries by
use of general trade statistics. Chapter Ⅳ, mutual trade relations will
be decomposed and measured through UN Comtrade statistics combined with trade indices, trade specialization index, Revealed
Comparative Advantage index. Finally, Chapter Ⅴ, the results of this
study is summarized and finalized completely.

2. Previous research and statistic data
In order to analyze trade determinants between 2 countries, trade
intensity index was used to analyze by taking advantage of Japanese
Yamazawa (1970) theory of trade intensity.
To analyze these trade determinant, detailed factor should be
identified. However, realistically, there are a lot of unidentified factors

376

Jun Yu / EIGHTH INTERNATIONAL CONFERENCE 375-376

as well as its diversity which it is hard to explain specifically. So, I
look into to focus on trade structure factor as a mentioned research
point, namely, analysis of trade determinant. Analysis period is from
2000 to 2012. From 2000 to 2005 and 2012 are restricted for both 2
countries trade determinant analysis as recent statistical data of international statistical data are not announced or are difficult to get them.
Per reviewing previous research, Jang(2008), Lee(2010), Jeong(2011)
by trade specialization index, there are analysis research for
Han(2005), Kim(2009), Yoo & Han(2012) by revealed comparative
advantage index and Kim(2009), Kim & Kim(2011), Jeong(2012) by
trade intensity index. This paper has differentiation compared to other
papers as above mentioned all 3 indexes are used for study.
This research was done empirical analysis based on statistical data,
especially, trade analysis between Korea and China are objective
assess. Thus, the position of the two countries with a focus on
South Korea, the counterpart country was reviewed. The statistical data published by international organization were mainly used. The main
data were made based on Standard International Trade Classification Revision 3, Korea Customs Office, Korea International Trade
Association and UN Comtrade.

3. The Status of Car Industry and Characters between
Korea and China
Korean manufacturing method requires from domestic production-export to oversea market and from simple oversea production
strategy taking advantage of oversea low labor to globalization strategy in pursuit of resource optimal distribution and optimum coupling

of manufacturing factor.
These target should be conducted as survival strategy not only
Korean economy’s everlasting growth and development but also to
survive borderless unlimited competition era. This is Korean car industry’s urgent assignment. In despite of short Korean car industry,
Korean car industry recorded world rank 5 of car manufacturing
country in 1994 since 20 years after having been manufacturing independent unique model.
Korean built-in car export has been continuously increased into
300,000 unit in 1986 and over I million unit in 1996(KITA 2013).
Per export areas, north american market in 1980 is abnormally high
dominating 70-80% and have been exported to evenly balanced all
over world. Regarding to the Korean big 3 car maker, export ratio
against production is over 30% and only Hyundai has his own manufacturing brand in 1980 while KIA and Daewoo have been business
through OEM method(KITA 2013). Now, all of manufacturing makers
have been exporting by their own brand from 1990. Despite this kind
of swift progress, Korean car industry’s international competitiveness
is still very vulnerable. It is very contrast that Japanese built-in car
has evenly balanced market share such as 37% in small car, 27.5%
in medium size car, 20.7% in luxury car and 29.4% in sports car I
US market without any big differences against their car grade.
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An Impact of Perceived Employment Instability on Psychological Well-being and
Job Satisfaction: Mediating Effect of Employees' Resilience and Character Strength
Hoe-Chang Yang*, II-Suck Sun**, Soo-Hong Park***

1

1. Introduction
This study focuses on advanced researches indicating that employment instability may have a negative effect on job satisfaction, attitude among members and psychological wellbeing classified into psychological propensity because it is evident that employment instability
recognized by members induced by such means for obtaining corporate competitiveness will continue to be deepened and this result is
likely to have a negative impact on individual's life and organizational development. In this respect, this study expects that the role of
members' resilience and character strength can solve such problems.
This suggests that considerations on individuals are expected to provide many clues to enhancing psychological wellbeing and job satisfaction of an individual despite pressure caused by employment instability from positive psychological perspective recently having received attention in many researches reported till now and reports
made via mass media.

2. Research Design, Data, and Methodology
Based on previous studies, this study hypothesizes that each variable will have positive or negative effects on one another, and sets up
a structured model as below.
To conduct this study, a survey was carried out employees of the
Seoul and Metropolitan Area. A total of 150 valid questionnaires
were collected and utilized for analysis. Frequency analysis, descriptive statistic analysis, correlation analysis, simple regression analysis,
multiple regression analysis, 3-step mediated regression analysis
(Baron & Kenny, 1986), and structured equation modeling(SEM) for
path analysis were conducted using SPSS 19.0 and AMOS 19.0.
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note) There are not showed the hypothesis of mediating effect of
resilience(H8,H9) and character strength(H10,H11)
<Figure 1> Research Model and Hypotheses

3. Results
The demographic variables were controlled such as gender, marital
status, age and educational level, continuous service year for the verification of the direct effect and the regression analysis was
performed. According to its result, employment instability had statistically significantly negative influence upon resilience(β = -.325, p<.01)
and character strength(β = -.349, p<.01), respectively. Therefore, hypothesis 1 and hypothesis 2 was adopted. Resilience had statistically
significantly positive influence upon job satisfaction(β = .466, p<.01)
and psychological well-being(β = .451, p<.01), respectively. Therefore,
hypothesis 3 and hypothesis 4 was adopted. Character strength had
statistically significantly positive influence upon job satisfaction(β =
.414, p<.01) and psychological well-being(β = .529, p<.01),
respectively. Therefore, hypothesis 5 and hypothesis 6 was adopted,
too. Psychological well-being had statistically significantly positive influence upon job satisfaction(β = .442, p<.01). Therefore, hypothesis 5
and hypothesis 6 was adopted.
The result of the 3 step mediated regression analysis proposed by
Baron & Kenny (1986) was performed among employment instability
for the verification of the resilience and character strength's mediation
effect has been presented in <Table 4>. resilience was partial mediated between employment instability and job satisfaction, and psychological well-being, respectively. Also, character strength was partial
mediated between employment instability and job satisfaction, and
psychological well-being, respectively. Therefore, hypothesis 8, hypothesis 9, hypothesis 9 and was hypothesis 10 was supported,
respectively.
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And, path analysis was performed for which path affected among
variables showed in <Figure 2>.

note) * p<.05, ** p<.01, *** p<.001
<Figure 2> Results of Path analysis

4. Conclusion
As a result, our implications can be drawn as follows:
First, employment instability was found to have a negative impact
on not only job satisfaction and psychological wellbeing but also
members' resilience and character strength. Such a result needs to be
approached carefully from corporate perspective. In fact, recognition
of employment instability due to structural adjustment, etc generally
acts as psychological pressure to surviving members as well as fired
employees and has a negative impact in various aspects(Kuhnert &
Palmer, 1991; Levanoni & Sales, 1990), for example, lowering trust
in organization(Ashfold et al., 1989; Borg & Elizur, 1992) despite the
presence of some findings that there are positive aspects in that it
extends hours of working (De Cuyper et al., 2008) and increases productivity (Probst et al., 2007). Therefore, such a strategy of personnel
reduction at the corporate dimension should be the last one and rather, more efforts to encourage members to participate in the process of
enhancing efficiency are required.
Second, members' psychological factors such as resilience, character
strength, and psychological wellbeing are found to improve job
satisfaction. In particular, members' resilience was found to have a
considerable effect on job satisfaction and character strength on psychological wellbeing. This result suggests that along with the necessity of strategic approach at the corporate dimension that enterprises
acknowledge members' failure and support them in job situations, it is
necessary to create a positive atmosphere, give interest in jobs, establish empowerment and positive organizational culture to obtain various
systems and self-determination ability for enhancing self-esteem and
vigor in order to reinforce character strength and provide the basis
for enjoying a happy life through training from which members can
enhance their character strength.
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An Empirical Study on Factors Affecting Customer Adoption of Virtual Store in
Extended Technology Acceptance Model : Focusing on the role of Trust and
Playfulness
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1

Abstract
Business-to-consumer electronic commerce has been one of the
most fascinating phenomena that have affected the lives of millions
of consumers and the business processes of tens of thousands of
retailers. Despite the importance of Internet shopping behavior has exerted on human culture today, systematic research in this area is still
scarce. The purpose of this study is to develop extended technology
acceptance model in Internet shopping situation and test it empirically
using field survey. Drawing from TAM, trust theory and consumer
motivation theory toward surfing the web site, this study identifies
usefulness, ease of use, playfulness and trust as the determinants of
attitude toward using the virtual store. Also two key antecedent factors(information richness, system quality) affecting these determinants
are identified as external variables. The results from an online survey
of 278 online consumers indicate that the model is able to explain
and predict consumer adoption of virtual stores substantially well. The
results reflect the impact of (a) system quality on perceived usefulness; (b) information richness on perceived ease of use; (c) information richness on playfulness (d) perceived usefulness, perceived
ease of use, playfulness, trust on attitude (f) attitude on behavioral
intention. This research adapts and extends TAM to explain consumers' adoption and use of Internet shopping situation. The extension
will not only be able to predict consumers' usage of Internet shopping, but provide viable solutions for businesses to succeed in the
electronic market.
Keywords: Factors, Customer Adoptiion, Virtual Store, Extended
Technology Acceptance Model.

1. Introduction
Searching for and purchasing personal goods and services on the
Internet, termed hereafter as "Internet Shopping", has seen tremendous
growth over the past years. with the advent of the Internet and accompanying technologies such asbroader bandwidth Internet infra,
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more robust browsers and multimedia, growth for Internet Sopping
should explode, sustained only by consumer's perceptions of this new
market channel and their subsequent adoption behavior based on theses perceptions. Surprisingly, no research has empirically tested an
adoption model to this technology to determine critical factors that
may influence adoption decisions at the consumer level.
unique factors were proposed compared to previous TAMs. These
are playfulness and trust. As a voluntary technology, intrinsic motivation, like playfulness, should be an important variable(Childers et al.,
2001). In addition, since most Internet Shopping application are ported on a large public network, the Internet, concerns about trust
should evolve as a contributory factors as well.
The purpose of this study is to develop extended technology acceptance model in Internet shopping situation and test it empirically
using field survey. Drawing from TAM, trust theory and consumer
motivation theory toward surfing the web site, this study identifies
usefulness, ease of use, playfulness and trust as the determinants of
attitude toward using the virtual store. Also two key antecedent factors(information richness, system quality) affecting these determinants
are identified as external variables. Structural Equation Modeling and
Confirmatory Factor Analysis were employed to test reliability, validity, and relationships of the constructs. This research adapts and extends TAM to explain consumers' adoption and use of Internet shopping situation. The extension will not only be able to predict consumers' usage of Internet shopping, but provide viable solutions for
businesses to succeed in the electronic market.

2. Summary and implications
Business-to-consumer electronic commerce has been one of the
most fascinating phenomena that have affected the lives of millions
of consumers and the business processes of tens of thousands of
retailers. Despite the importance of Internet shopping behavior has exerted on human culture today, systematic research in this area is still
scarce.
The purpose of this study is to develop extended technology acceptance model in Internet shopping situation and test it empirically
using field survey. Drawing from TAM, trust theory and consumer
motivation theory toward surfing the web site, this study identifies
usefulness, ease of use, playfulness and trust as the determinants of
attitude toward using the virtual store. Also two key antecedent factors(information richness, systemquality) affecting these determinants
are identified as external variables. The results from an online survey

382

Gyu-Yeol Shim, Sang-Hyun Oh / EIGHTH INTERNATIONAL CONFERENCE 381-382

of 278 online consumers indicate that the model is able to explain
and predict consumer adoption of virtual stores substantially well.
The results reflect the impact of (a) system quality on perceived
usefulness; (b) information richness on perceived ease of use; (c) information richness on playfulness (d) perceived usefulness, perceived
ease of use, playfulness, trust on attitude (f) attitude on behavioral
intention. This research adapts and extends TAM to explain consumers' adoption and use of Internet shopping situation. The extension
will not only be able to predict consumers' usage of Internet shopping, but provide viable solutions for businesses to succeed in the
electronic market.
To increase the usability of the storefront as system quality, developers of virtual stores need to conduct extensive usability tests. While
the classic user interface design principles are highly valid in this
case, the new media has offered developers new challenges and
opportunities. Easy to use interactive ordering capability can effectively reduce consumers’ frustration and confusion when ordering
online.
In order for consumers to entrust virtual stores with their personal
and financial information, a virtual store needs to select and constantly update both hardware and software tools to safeguard transactions and data. A proactive strategy to shift some of the control
over this information to consumers by increasing communication with
customers and limiting secondary use of customer data needs to be
developed to ease customers’ privacy concerns.
Playfulness was a significant predictor of attitudes for online
shopping. This brings into consideration the notion that consumer’s
attitudes, expectations, and preferences for interactive shopping may
differ from those held in the physical retail shopping environment for
identical products. Consumers may, in general, expect to find more
enjoyment in interactive environments than they do when shopping in
physical environments. More research is needed into this issue, and
others, to which we turn briefly.

3. Limitations and suggestions for future research
There are some limitations of this research that should be considered when interpreting its findings. First, our model does not take into account personal characteristics (e.g., skill level, experience, flow,
self-efficacy) that also may have an impact. Thus, expanding the
scope of antecedents is an important next step toward our understanding of the factors that hinder as well as enhance Internet
shopping.
Second, the suitability of the Internet for e-retailing depends to a
large extent on the characteristics of the products and services being
marketed. This study does not control for such differences across
product and service categories. Researchers can develop richer models

that capture and explain these differences.
And finally, there are several aspects of the study which circumscribe the extent to which our findings generalize. Among the subjects, 49.8% are between the age of 20 to 29. 68.8% of the subjects
claimed to have better than average computer skills using the web.
Consequently, the majority of our subjects are slightly younger, more
computer literate than the average online consumers. This call for future research to validate the generalizability of the model.
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The Influence of Job Characteristics of Organization Members on Leadership
Awareness of Superiors and Organizational Citizenship Behavior: Mediation Effect of
Motivation Potential Score
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1

Abstract
This result is proposing the following implications. First, providing
skill variety such as expanding jobs to members of small and medium companies does not have influence of positive leadership awareness of leaders. However, it was shown that skill variety(β = .317,
p<.01) has positive influence on OCB that providing various work is
positive in development of small and large companies. Therefore allowing acquisition of various skills enhances the organizational citizenship behavior of small and large company members that competitiveness can be gained. Second, task identity, task significance, autonomy, and feedback all have positive influence on leadership awareness of superiors that these factors among the job characteristic factors give pride in work. It is being implied that a system allowing
autonomy and feedback on work is effective. Third, although it was
not set as a hypothesis, the multi-regression analysis results on job
characteristic factors influencing awareness on authentic leadership had
positive influence on authentic leadership in task significance and task
identity order.
Keywords:

Influence, Leadership Awareness, Superiors and
Organizational Citizenship Behavior, Mediation Effect,
Motivation Potential Score.

1. Introduction
This study aimed to check the influence of job characteristics of
small and medium business members on leadership awareness and organizational citizenship behavior. Also, this study focuses on the role
of MPS(Motivating Potential Score) which was reported by Yang &
Tasnuva(2013). This is because there is possibility to gain competitiveness by checking job characteristic factors of mall and medium
business members if the MPS calculated by job characteristics has an
intermediary role between awareness of superior’s leadership and or-
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ganizational citizenship behavior. Therefore firstly in this study, job
characteristics of members are selected by 5 sub-factors of skill variety, task identity, task significance, autonomy, and feedback which
were proposed in the job characteristics model by Hackman &
Oldham(1976), and the influence on authentic leadership, which is a
type of leadership of superiors, was to be looked into.
The result of this study provides clues in which factors of job
characteristics of members in mall and medium business level influence authentic leadership awareness of superiors. Along with clues in
which factors should be preferentially considered among job characteristics of members, it is expected that clues on efficient leadership of
superiors are to be provided. Also, the influence of MPS, which is a
factor of integrated aspect of job characteristic factors, on authentic
leadership awareness and organizational citizenship behavior was
checked to provide implications to impose efficient duty.

2. Research Design, Data, and Methodology
In the study subject to temporary employees by Yang &
Tasnuva(2013), it was shown that MPS between fairness and immersion in organization had partial intermediation. As referred before,
MPS is derived through calculation of sub-factors of job characteristics in which autonomy and feedback on skill variety, task identity,
and task significance is much more important as shown in <Figure
1>. It can be inferred that MPS shows possibility of overall motivation on one’s job characteristics and considering advanced researches
that motivation mediates various leadership types and organizational
citizenship behavior(e.g., Bass, 1990; Chelladurai & Corron, 1978;
Lee & Oh, 2013), it can be expected that it can be a role of mediation between authentic leadership and organizational citizenship
behavior.

note) H7 means the mediating effect of MPS
<Figure 2> Research model and Hypotheses

384

Beet-Na Choi, Hoe-Chang Yang / EIGHTH INTERNATIONAL CONFERENCE 383-385

Based on the theoretical background shown above, the following
research model and hypotheses were established.
To conduct this study, a survey was carried out SEM members of
the Seoul and Metropolitan Area. A total of 155 questionnaires were
returned and among which, 5 questionnaires which responded unfaithfully were excluded. The rest 150 questionnaires were used.
Frequency analysis, descriptive statistic analysis, correlation analysis,
simple regression analysis, multiple regression analysis, and 3-step
mediated regression analysis were conducted using SPSS 19.0 and
AMOS 19.0. For example, the demographic characteristics of the participants, male were 89 people (59.3%), female were 61 people
(40.7%).

3. Results
To find out if measurement items are internally consistent, reliability was verified using Cronbach α. Chae(2002) argued that if
Cronbach α is over 0.6, it is considered reliable. In this respect, the
reliability of variables in this study was found to be 0.686~0.957. As
a result of confirmatory factor analysis to verify feasibility of variables, skill variety, autonomy, feedback, authentic leadership except
task identity, task significance, OCB was less than 0.5 to confirm
validity by comparing between coefficient of determination of
R-square and AVE, respectively.
The demographic variables such as gender, age, and continuous
service year which are expected to affect according to the corelation
analysis was performed and regression analysis was performed to verify the direct effect hypothesis and the result is as follows. Skill variety(β = .081, p=.328) did not have statistically significant effect on
perceived authentic leadership. Therefore, hypothesis 1 was not
supported. However, task identity(β = .332, p<.01), task significance(β
= .262, p<.01), autonomy(β = .175, p<.05), and feedback(β = .280,
p<.01) have statistically significant effect on perceived authentic leadership, respectively. Therefore, hypothesis 2, hypothesis 3, hypothesis
4 and hypothesis 5 was supported, respectively. Also, perceived authentic leadership (β = .385, p<.01) had positive influence upon OCB.
Therefore, hypothesis 6 was supported, too.
Multiple regression analysis was done with control of same demographic variables to verify which factor had more significantly influence upon perceived authentic leadership among job characteristic variables such as task identity, task significance, autonomy, and feedback, task significance(β = .321, p<.01) and task identity(β = .214,
p<.05) had significantly positive influence upon perceived authentic
leadership.
3-step mediated regression analysis(Baron & Kenny, 1986) was
done to test mediating effect of MPS between perceived authentic
leadership and OCB.

4. Conclusion
This result is proposing the following implications. First, providing
skill variety such as expanding jobs to members of small and me-

dium companies does not have influence of positive leadership awareness of leaders. However, it was shown that skill variety(β = .317,
p<.01) has positive influence on OCB that providing various work is
positive in development of small and large companies. Therefore allowing acquisition of various skills enhances the organizational citizenship behavior of small and large company members that competitiveness can be gained. Second, task identity, task significance, autonomy, and feedback all have positive influence on leadership awareness of superiors that these factors among the job characteristic factors give pride in work. It is being implied that a system allowing
autonomy and feedback on work is effective. Third, although it was
not set as a hypothesis, the multi-regression analysis results on job
characteristic factors influencing awareness on authentic leadership had
positive influence on authentic leadership in task significance and task
identity order. These results imply that even if small and medium
business members receive relatively poor environment and welfare,
positive awareness on leadership of superiors can be positive if the
significance and identity on one’s work is recognized. Therefore there
is necessity to plan various plans of education training that puts pride
on one’s work is inspired and enhances self-esteem to give belief of
meaningfulness. Fourth, the result that awareness on authentic leadership enhances organizational citizenship behavior implies that leaders
should consider acquiring the 4 aspects of authentic leadership which
are self-awareness, internalized moral perspective, relational transparency, and balanced processing(Walumbwa et al., 2008). Therefore
along with the awareness of how small and medium business leaders
image is reflected to members, internalized moral perspective and ethical standard through self-regulation(Ryan & Deci, 2003) should be
established. Along with maintaining sincere relationship with members,
effort to collect opinion on various information related to decision
making and for objective review is required.
Lastly, partial mediation of MPS means that job characteristics
along with positive leadership awareness on superiors enhance organizational citizenship behavior and contributes in developing the
organization. Therefore as referred above, it is to be implied that effort to promote job characteristic factors become a significant role in
developing small and medium businesses.
Although this study provides various implications, there is limitation in not checking the influence of awareness of authentic leadership with job characteristics between MPS and influence between job
characteristics and OCB, and that this was a cross study using self
report type surveys. For this, additional analysis and various research
methodologies should be applied.
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The Effects of Investment Model Components(Relationship Value, Alternative
Attractiveness and Investment Size) on Commitment
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1

Abstract
The objective of this paper is to testify the effects of franchisee's
perceived relationship value, alternative attractiveness and investment
size on commitment using investment model. The study examines
which factor enhance and which factor weaken the commitment
among three factors(relationship value, alternative attractiveness and
investment size) of investment model. Data were collected from 495
Korean food service franchisees and analyzed with structure equation
modeling using path analysis by SPSS 18.0 and AMOS 18.0. 1) The
franchisee's perceived relationship value has positive effect on franchisee’s commitment. 2) The franchisee's alternative attractiveness has
negative effect on franchisee’s commitment(The franchisee's lack of
alternative attractiveness has positive effect on franchisee’s commitment). 3)The franchisee’s investment size has positive effects on
commitment.
Keywords: Relationship Value, Alternative Attractiveness, Investment
Size, Commitment, Korean Food service Franchise.

1. Introduction
Korean franchise industry reaches 91 Trillion Korean Won(83
Billion US Dollars) in 2014. According to Korean Fair Trade
Commission, there are 3,482 franchisor and 194,199 franchisee. Food
service franchisor account for 70.4%(2,251).
In relationship marketing, commitment is enhanced or weaken by
some factors like loyalty, satisfaction, benefits, transaction cost and so
on. Bendapudi(1997) explained in two types for how customers to be
motivated for maintaining relationship. He explained this kind of
maintenance based on the desire to continue the relationship
(dedication-based relationship maintenance) or on the dependency in
the relationship(constraint-based relationship maintenance). The former
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means customers want to continue relationship because of the value
that they have with the present relationship. The latter means that
customers have to stay in the relationship because they think they
can not expect more value when they change the relationship.
<Table 1> Numbers of Franchisor in Korean franchise industry

Many scholars, especially in the field of organization’s inter-relationship including inter-personal relationship have been studied
investment model. Investment model originated from interdependence
theory like inter-personal relationship by Thibaut and Kelly(1959).
Investment model has three components as the customer value, the
attractiveness to the alternative and relationship investment. Customers
rare to leave the relationship if the larger value which they can get,
the smaller the attractiveness of alternative, and the stronger the relationship(the larger the scale of investment they put). The customer
value corresponds to the dedication-based relationship maintenance.
The attractiveness to the alternative and relationship investment correspond to the constraint-based relationship maintenance.
This study is to find preceding factors influencing commitment of
franchisee using investment model giving franchisor managerial implications for antecedents of commitment.
In addition, this study is to verify the influence of three components
of investment model(relationship value, alternative attractiveness and investment size) with the context of Korean food service franchising.

2. Literature Review
2.1. IM(Investment Model)
Investment model's key concepts are described as relationship reinforcement is increased by the relationship value(considering rewards
and corresponding costs, considering so-called trade off), relationship
reinforcement is decreased by the attractive value of the alternative(it
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means if there are alternatives then relationship reinforcement is decreased) and relationship reinforcement is increased by the size of relationship investments(if someone put lots of time and efforts in relationship then he hesitant to end up relationship). The relationship value and the size of relationship investments corresponds to the increasing components for the relationship reinforcement, and the attractiveness of alternative corresponds to the decreasing components for the
relationship reinforcement. Investment model adequately explains for
the relationship between subjective and objectives especially for loyalty, commitment, trust and dependence in the long term basis.
Investment model usually has three components as relationship value,
attractiveness to the alternative and the already invested assets.
Customers take into consideration of these three components to decide
whether maintaining or terminating relationship when they encounter
unexpected disappointment with partners or attractive alternative offers
from new prospected partners. The relationship value in terms of benefits, rewards or costs, and the already invested assets make customers hesitate to end the current relationship and the more the value or
invested assets customers felt, the more addictive to the current relationship, it plays a role of reinforcement of the relationship as increasing factors, and the attractiveness of alternative corresponds to
the decreasing factor to the relationship reinforcement. These three
factors affects customers’ decision making and affect to happen the
relationship reinforcement. Investment model theory in social psychology has been studied the interaction between human(interpersonal relationship theory) and has been described the individual's relationship
commitment with the relationship value, satisfaction, quality of alternatives(with the comparison of alternatives) and the scale of
investment. Rusbult has diffused the theory of investment model by
extending the Thibaut and Kelly(1959)’s interdependence theory and
explained investment as resources associated with the relationship and
terminated at the end of relationship(Rusbult et al., 1998).
Investment model has been quoted for nonpersonal settings, such
as organizational and job commitments(Farrell and Rusbult 1981) and
business interactions(Ping 1993). Le and Agnew(2003) concluded that
the Investment model is not strictly an interpersonal theory and can
be extended to such areas as commitment to jobs, persistence with
hobbies or activities, loyalty to institutions, decision-making, and purchase behaviors. In the marketing literature, there are some studies
applying the investment model to customer–company relationships and
other studies that take the wider social-exchange perspectives as theoretical framework for many other industries(Kingshott, 2006; Redman
& Snape, 2005).
Based on the investment model, relationship is weakened by the
quality of alternative options but strengthened by the satisfaction for
what people paid and got(value), and strengthened by investment, so
investment model provide a theoretical foundation for the explanation
of relationship commitment. Increases in investment size, decreases in
alternative value, and increases in relationship value should increase
commitment to an ongoing relationship(Rusbult 1980).

2.2. Relationship Value
Customer value is creating and delivering value to the customer,

(Payne & Holt, 2001). Customer value have developed a relational
perspective and take a relationship marketing approach(Eggert et al.,
2006) and it has been described as relationship value(Payne & Holt,
2001; Ulaga, 2003). Relationship value in B2B business is conceptualized as the trade off between the multiple benefits and sacrifices of the supplier’s offerings, as perceived by the main deciders in
the customer organization, taking into consideration the offers from
the available alternative suppliers in a specific use situation(Eggert &
Ulaga, 2002). Zeithml(1988) explained that perceived value can be regarded as a consumer's overall assessment of the utility of the product(or service) based on perception of what is received and what is
given. Monroe(1990) explained that value is a ratio or trade-off between quality and price which is a value for money conceptualization.
In B2B business, relationship value is the perceived value of evaluation or judgment about what the customer receives from the seller(Flint et al.,2002). A number of studies have examined the influence of relationship value on trust and commitment(Ryssel et al.,
2004) and relationship value have positive and important role(Ulaga
& Eggert, 2006), and perceptions about the value of the relationship
stimulate the trust, commitment, and satisfaction(Gil et al, 2009).

2.3. Alternative Attractiveness
An alternative attractiveness to the customer satisfaction can be
formed considering the alternative options.(Ping 1993;Rusbult 1980).
Dissatisfied customers have tendency to change service providers at
once it they found other alternatives. Therefore, the absence of attractive alternative has been found to provide favorable conditions for
maintaining a relationship with customers(Ping 1993). Impett et al.
(2001) explained that if consumers are less likely to perceive a more
attractive alternative, then the relationship commitment is strengthened,
so attractive alternatives would have had a negative impact on the
commitment. Yim et al.(2007) explained that increasement of alternative attractiveness has not influenced on satisfaction but has negative effects on commitment. If there are alternatives that can expect
a better result than the current relationship and then it will lower the
motivation to continue the current relationship
(Anderson and Narus, 1990). Even if not satisfied with the relationship but will continue the relationship if there is no useful alternative(Thibaut Kelly, 1959). Companies will keep relationship if there
are no useful alternatives(Heide, 1988).

2.4. Investment Size
Rusbult(1980) explained the effects investment size on commitment
to relationships using two experiments. In first experiment, a
role-playing study, commitment to relationships increased with intrinsic and extrinsic investment size and decreased with the value of
alternatives, but was not appreciably affected by relationship costs. In
second experiment, a survey of ongoing romantic associations, satisfaction/attraction was predicted by relationship reward value and relationship cost value. Commitment to relationships increased as relationship reward value and investment size increased and as alternative
value and relationship cost value decreased, although the effects of
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cost value were weak. The intrinsic investment of resources means
such as time, emotional involvement, self-disclosures, money, and so
on. Investment size was defined as the extent to which: (1) they had
putting into their relationships; and (2) there were objects/events/persons/activities uniquely associated with their relationships like mutual
friends, shared memories, monetary investments, shared material possessions, activities uniquely associated with friend, emotional investments ,and self-disclosures(Rusbult 1980).

2.5. Commitment
Commitment is enhanced due to the increase of dependency.
Commitment levels as a result of an increase in the dependence is a
kind of psychological attachment, such as a long-term orientation(Van
Lange, Rusbult & Langston, 1998). One party is more dependent on
the other party the higher the degree of dependent levels of one
party(Gundlach and Cadotte,1994).
One kind of the reason for the parties to commit and concentrate
on a particular exchange relationship is because they believe that it is
important to try as much as possible to maintain an ongoing relationship with the other party(Morgan &Hunt 1994).
Individuals are motivated to maintain relationships either because
they genuinely want to or because they believe they
have no other option. The former is referred to as dedication-based
relationship maintenance and the latter as constraint-based relationship
maintenance(Stanley and Markman,1992). Bendapudi(1997) explained
this kind of maintenance based on the desire to continue the relationship (dedication-based relationship maintenance) or on the dependency
in
the
relationship(constraint-based
relationship
maintenance).
Recognizing the incompleteness of such an approach, scholars such as
Ganesan (1994) suggest that both the desire for relationship to continue as well as constraints that keep it intact must be considered for
understanding relationships.
The investment model applies not only to personal relationships
but also to other kinds of relationships, such as the relationship between employees and employers, indicating the degree to which employees feel committed to the organization they work for(Farrell &
Rusbult, 1981; Gable & Hunting, 2001; Lachman & Noy, 1996; Ping,
2007). The variables of satisfaction and alternatives are more strongly
correlated to commitment in partner relationships than in friendships(Lin & Rusbult, 1995). Considering above studies, following hypotheses are posted:
Hypothesis 1: The franchisee's perceived relationship value has positive effect on franchisee’s commitment.
Hypothesis 2: The franchisee's alternative attractiveness has negative
effect on franchisee’s commitment.
In survey, questionnaire consisted of items asked the
lack of alternative attractiveness has positive effect
on franchisee’s commitment.
Hypothesis 3: The franchisee’s investment size has positive effects
on commitment.

<Figure 1> Proposed Model of Relationship Value, Alternative
Attractiveness, and Investment Size on Commitment
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A Study in Regards to Service Quality and Customer Satisfaction of Franchised
Coffee Shops
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1

Abstract
This study deducts service quality factors based on a pilot
research. We analyzed deduced service quality factors and store atmosphere as additional service quality factors. The effects of service
quality of store atmosphere on customer satisfaction and customer
loyalty will be determined. Additionally, the impact of customer satisfaction, which is influenced by service quality factors and store atmosphere, on customer loyalty will be decided. Based on analysis result above, we will provide customer oriented service quality strategy
implication to franchised coffee shops. According to the analysis of
hypothesis 1, taste is revealed to be the most influential factor among
components which have impacts on service quality. Trust and reactivity, assurance and empathy, and corporeality and store atmosphere
have influence on service quality respectively. According to the analysis of hypothesis 2, taste turned on to have the most impact on service quality among components influencing service quality. In sequence, assurance and empathy, trust and reactivity, and corporeality
and store atmosphere have influence on service quality respectively.
Based on the analysis of hypothesis 3, customer satisfaction tuned out
to affect customer loyalty.
Keywords:

Service Quality,
Coffee Shops.

Customer

Satisfaction,

Franchised

1. Introduction
Being exposed to intense competition, all the companies in the
world are moving toward service quality society rapidly. The importance of service industry among home industry is increasing.
Among them, size and market of food service industry is growing incredibly along with economic development.
Domestic food service industry is being developed with an amazing velocity. This is a result of changes of social and economic factors, such as an increase of national income, an increase of leisure
* First Author, Hotel/Restaurant Management Professor at Sang
Myung University, Korea.
** Hotel/Restaurant Management Doctoral Student at Sang Myung
University, Korea.
*** Hotel/Restaurant Management Doctoral Student at Sang Myung
University, Korea.

time, an augmentation of double-income couples, an increased entry
of women in public affairs, a growth of nuclear family, and pursuit
of simplicity.
After Starbucks first opened its franchise in South Korea, numerous domestic and foreign coffee companies like Hollys, CoffeeBean,
CaféBene, Angel in Us, Tom and Toms have made a debut into coffee industry. Due to this phenomenon, franchise coffee shops are
growing continuously as consumers’ interest has gotten higher.
Franchise coffee shops, either domestic or international, are growing rapidly as young individuals’ high preference of large-scaled coffee shops and strong public tendency towards take-out coffee.
Even though franchise coffee shops are continuously growing,
many brands with inefficient profit structure or without unique business strategies due to its saturation. Therefore, many franchise coffee
shops investlargely in order to strengthen competitiveness and enhance
brand or company image in order to augment their market shares.
It is important for franchise coffee shops to comprehend customers’ various needs to grasp competitive superiority through customer
satisfaction. Also, operators would need marketing strategies for fulfilling departmentalized customers’ wants. It is crucial to apprehend
service quality and satisfaction towards coffee shops along with customers’ wants.
Lately, service companies try to secure loyal customers through
numerous ways. The acquisition cost for new customer is five times
more than that for maintaining existing customers (Barsky, 1994). In
other words, good-quality service and product provided by coffee
shops are reflected by customer satisfaction; maintaining customers
provided those satisfactory products and high-quality service become
foundation for re-visitation customers and successful companies; increase of customers with intention of revisit leads to maintenance and
development of stable company profit.
On today’s competitive coffee industry, efforts to investigate and
reduce the difference between coffee shops’ and customers’ various
and fussy wants are urgent.
The main purpose of this study is to analyze service quality factors based on a pilot research. Analyzed service quality factors and
store atmosphere are added as service quality factors.
We will discover how service quality and store atmosphere of
franchise coffee shops influence customer satisfaction and loyalty.
Also, we will investigate ways in which customer satisfaction affected
by franchise coffee shops’ service quality factors and store atmosphere influence customer loyalty.
Based on the results above, we will deduce implication of franchise coffee shops’ customer-oriented service quality strategies.
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2. Pilot Study Analysis
2.1. Concept of Service Quality
It is hard to measure service quality through objective criterion
such as fraction defective or durability since service quality is a
progress rather than a rigid thing. For this reason, the concept of
service quality is used differently according to scholar, time, and
situation.
Previously, the term "quality" was used limitedly to quality of
products; however, as service part expanded its part, service quality
grabbed people’s attention. In customer-oriented service industry, actualizing good service quality means the success of the company. In
competitive environment, if service quality decreases, a company loses
its customer, while it gains its customer is the quality is good. As a
result, in a society where the customers’ demand for service is becoming delicate, it is crucial in service organization to strengthen
service quality for effective and efficient means to gain trust or to
secure customer.
To discuss the concept of service quality, we will discuss about
the concept of quality. Quality can be defined from in traditional
sense to tactical sense. The concept of quality can be differ based on
individuals, purpose of uses, or point of view. Considering these differences, contemporary meaning of quality was defined by
Garvin(1984) in five points of view: transcendental approach, user
centered approach, product centered approach, manufacture centered
approach, and value centered approach. Even though these five approaches are related to quality of products, for the study for restaurant industry service quality, user centered approach will be useful.
According to user centered approach, evaluation of quality and satisfaction depends on user’s wants and expectation.
Analyzing prior studies on service quality based on user centered
approach mentioned above, Galvin(1984) stated that service quality is
quality subjectively recognized by consumers, while Smith & Huston
(1983) stated that whether or not customers are satisfied about the
service depends on consumer’s expectation and satisfaction depends
on recognition of provided service.
In reality, service quality cannot be defined precisely due to various aspects caused by characteristics of service, customers’various expectations toward service, difficulty in setting up valuation basis, and
variability of provided benefits and satisfaction.
According to Parasuraman, Zeithaml, Berry research team (PZB
(1985)), "service quality is discordance and direction between consumers’ expectations and their recognition". This statement implies that if
consumer’s recognition after receiving service is higher than their expectation that consumer has prior to service, then service quality is
highly evaluated.
However, it is hard to evaluated service quality objectively. This is
because of service’s intangible characteristic and the fact that consumer’s recognized perception fraction has to be evaluated based on consumer’s subjective judgment.
On studies performed later on, service quality was defined as
"individual’s overall judgment and attitude towards superiority of specific service, while explaining that service quality means providing

service consistently to agree consumer’s expectation. Grōnroos (1984)
also defined service quality as "the result of comparison between recognized service by consumers and their expected service. On the other hand, Grōnroos (1984) states that service quality has functional relationship with variables such as consumer’s expectation, technical and
functional characteristics, and images.
Looking at Lee, Hak-Shik (1987)’s study, he illuminated service
quality decision process in theoretical point of view and mentioned
that hedonic factors have to be taken into consideration in addition to
practical factors. Also, he conceptualized service quality as "individuals
assigning subjective meanings to specific service qualities".
In return, it is desirable to take parameters such as quality cost,
cost, participation, information into account when defining recognized
service quality.
Like above, service quality, according to user oriented definition
and due to its inherent characteristics, is defined as difference between service recognized by customers (outcome) and their expected
service. However, even though many researchers treat service quality
as attitude or measurement of satisfaction, this results in a problem
where service quality is only partly defined according to PZB’s
definition. Therefore, it is necessary to look at service quality in
"individual’s subjective judgement".

2.2. Customer Satisfaction
The concept of customer satisfaction has prolonged history in
terms of marketing thought. Studies about customer behavior treats
customer satisfaction as a key element for period of follow-up
purchase. The reason is that customer satisfaction creates repeated
purchase and positive word of mouth effect. Customer satisfaction is
crucial to management of company and for this reason, customers
with high loyalty enhance company’s profit and over 60% of turnover
from new customer is influenced by word of mouth effect (Marit,
Hide & Olsson, 1996).
Satisfaction can be viewed as accomplishing or sating something.
As customer satisfaction is customer’s achievement response, it means
fulfilling customer’s expectation above certain standards. Unlike quality that is being recognized, satisfaction is usually from experience,
and therefore, it is strongly influenced by customer’s emotional
progress. Since satisfaction is under control of subjective expectation,
there are some instances where it is unable to obtain customer’s satisfaction depending on their expectations. In short, satisfaction means
a condition in which customer’s trust towards service is continuous as
a result of fulfilling customer’s demands and expectations.
Oliver (1996) defined satisfaction is customer’s judgment of how
much of his/her expectation is fulfilled, and he emphasized that the
concept of satisfaction, based on this definition, can be viewed in
many different forms according to level on analysis. In other word,
clustered customer satisfaction reaction can be viewed in a society
level, industry level, and company level, while individual satisfaction
can be viewed in a continuous line extending from the satisfaction of
transaction to the satisfaction of usage. It can also be divided according to satisfactory object, such as satisfaction towards characteristic of
product, interacting worker, or overall service.
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2.3. Customer Loyalty

4. Conclusion

Customer loyalty is studied by many researchers as it is an important strategic goal of company. Especially, as service industry developed, brand loyalty in the past is view as the main element of
customer loyalty, which in turn, is an important factor of customer
satisfaction in service industry. As the importance of service industry
is being enlarged, there has been a lot of research conducted about
customer loyalty related to service.
Customer satisfaction was stated as "a formation of re-purchase
and loyalty when customer’s needs, wants, and expectations are fulfilled and exceeded through products or service activity".
Czepiel and Gilmore (1987) viewed loyalty as a result of dynamic
emotional process and stated that loyalty is a tendency supported by commitment, positive attitude, previous knowledge, consentience, and trust.
On the other hand, Guseman (1981) stated that "service loyalty is
used as a reduction strategy of uncertainty and risk recognized by
customers when they make purchases". In consequence, "service loyalty is intention of customers to continually use service provider or
service company based on their experience in the past and expectations in the future". Hirschaman and Holbrook(1982) insisted that
purchase experience recognized by customers includes rational consumption value such as problem solution and need satisfaction and
experimental consumption value like aesthetic characteristics. Later,
Holbrook (1994) stated that consumer value is formed by interaction
between products which lead to purchase experience and service by
reestablishing the definition of consumer value.
Consumer value is composed of 3 dimension, excellence and convenience, including economical value presented by Zeithamal (1998)
and experimental value presented by Holbrook (1994). Generally, recognized value is known as the most important element for consumer
loyalty, re-visit intention, rather than quality or price.

The main purpose of this study is to analyze service quality factors based on a pilot research. Analyzed service quality factors and
store atmosphere are added as service quality factors.
We discovered how service quality and store atmosphere of franchise coffee shops influence customer satisfaction and loyalty. Also,
we investigated ways in which customer satisfaction affected by franchise coffee shops’ service quality factors and store atmosphere influence customer loyalty.
Based on the results above, we deduced implication of franchise
coffee shops’ customer-oriented service quality strategies.
According to the analysis of hypothesis 1, taste is revealed to be
the most influential factor among components which have impacts on
service quality. Trust and reactivity, assurance and empathy, and corporeality and store atmosphere have influence on service quality
respectively. According to the analysis of hypothesis 2, taste turned
on to have the most impact on service quality among components influencing service quality. In sequence, assurance and empathy, trust
and reactivity, and corporeality and store atmosphere have influence
on service quality respectively. Based on the analysis of hypothesis 3,
customer satisfaction tuned out to affect customer loyalty.
All of the service quality factors of franchise coffee shop were
chosen. Especially, taste turned out to be the most influential factor.
This is because customer of coffee shops are people who are familiar
with coffee taste, and this influences customer loyalty.

3. Research Model and Survey Design
3.1. Research Model

<figure 1> Research Model
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The study on the training factors of role-play which have significantly positive
influences upon training satisfaction and customer service orientation
Choung-Sub Shin*, Jae-Chul Nam**, Hey-Soo Kim***, Sun-Rae Cho****

1

Abstract
This report will critically analyze the impacts of role-play training
factors on its education satisfaction and customer service orientation.
It will also examine how customer service orientation will be affected
by training satisfaction which is caused by the factors of role-play.
First of all, this report will outline that curriculum, an education instructor’s qualifications, an apprentice’s behaviors and other further
factors have an influence towards training satisfaction. Moreover,
those factors have an impact on customer service orientation. Lastly,
education satisfaction, built by role-paly training, will change customer
orientation.
Keywords: Significantly Positive Influences, Satisfaction, Customer
Service Orientation.

1. Introduction
As globalization and competitions are getting more extensive and
deepened, the world is getting into service economy which puts more
emphasis on the proportion and importance of service. In this age of
unlimited competition, enterprises strive to adapt a surviving strategy
which changes their businesses’ forms as service-oriented corporations.
This is not limited to only the service industry.
According to the Ministry of Knowledge Economy, the proportion
of the service industry, in the industrial structure, increased by 62.9%
while the manufacturing industry decreased by 34% until 2010. To
develop its competiveness with the service industry, manufacturing
businesses are rearming themselves as service-oriented companies by
adjusting smaller parts, from products design to sales and customer
service.
Regardless of the types of business, economy will be heavily and
rapidly dependent upon service which will be becoming the main
* First Author, Hotel/Restaurant Management Professor at Sang
Myung University, Korea.
** Hotel/Restaurant Management Doctoral Student at Sang Myung
University, Korea.
*** Hotel/Restaurant Management Doctoral Student at Sang Myung
University, Korea.
**** Hotel/Restaurant Management Doctoral Student at Sang Myung
University, Korea.

source of added values.
As service expectation of customers is getting much complicated
because of customized service and their heterogeneity, service training
becomes mandatory, not an option. Not only tangible, but also intangible products, such as service, has been getting increased attention, and this caused the emergence of humanware which is a part of
service industry. To gain the dominant position in the market, since
technological innovation in each division and systemic management of
providing high quality service to fulfil customer desires is critical, a
service agent’s training and its satisfaction is also important.
Especially, well-trained and experienced employees will be one of
the most important parts in the business, because the level of service
is determined when agents and customers encounter and is directly
related to the business achievement(Sea, Won-Seok․Lim, Jea-Hee․Back,
Ju-A, 2004). Therefore, the improvement of personal social service
the main focus to be managed in the hotel industry, is a management
variable, and many research should be conducted.
After monitoring the customer orientation, which is the criteria of
the service training achievement, necessity of teaching techniques has
been found. As a result, the research about the effectiveness and impacts of role-play training on customer orientation has been
conducted.
This report is based on theoretical observation to examine the influence that how role-play and after the training change and have impacts on its education satisfaction and customer orientation. The significance of suggesting objective evidence is focused rather than monitoring the effectiveness of the service training.

2. Literature Review
2.1. The concept of Role-play
In the early ages, Aristotle stressed, via his poetics, that drama enlightens emotions, such as fear and sympathy, to cure those feelings.
An Austrian psychiatrist, J. L. Moreno, adapted Aristotle’s idea, as a
thought of having an influence on education, into a teaching skill,
psychodrama(Stanford & Roark, 1974).
In 1933, Germany psychiatrist, Simoneit, applied role-play when
recruiting for the purpose of leadership and organizational training in
1940s and 50s during the World War II; and this has been modified
by numerous scholars as the concept of education in the recent year.
Role-play has been used in school classes, and Ladousse(1989) explained that the “role” is an acting part of a detailed situation, and
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the “play” is a creative role performance in the safety environment.
There are many other definitions of role-play which is adjusted by
scholars.
Shaftel and Shftel(1967) classified as a content investigation tool to
identify a problem solving process, critical thinking, reciprocal experience and curriculum and spontaneous execution of a role to implement
demanded behaviors in various cultural situations. It also investigates
problems, descripts alternative behaviors, examines importance and goes
through decision-making process to achieve decision-making which includes diversified interests and values for a problem solving tool.
An uncertain activity, adaptation of cooperative learning skills, a
habit which is based on the activity of an educator’s desire and the
reaction towards well-known situation, such as in classes, are also
identified as a role-play definition by Witt(1995). Callahan, Clark &
Kellough(1992) stated that role-play is the same in a practical situation which excluded risky factors and is different from a simulation
which has a given role and a simulated situation to carry out limited
actions which gives insights through the process.
As listed above, role-play is generally accepted as the process of
solving problems by facing the situation and having a mutual
discussion. If it is adapted in the class, a role-play course can be
considered as a method that after learners become a character in a
specific situation and make a decision in the role’s perspective, having a discussion with an observer about the situation and alternative
choices to re-demonstrate again.

2.2. Advanced research of hotel education training
Kim(2011) examined the factors which stimulate and impede the
current adjustment of the trained work-site operations in the tourism
industry, a financial business, the manufacturing industry and relative
significance of each element. Moreover, by comparing the tourism industry’s effectiveness of education-training to other industries, this report will extract the common influencers of each business and unique
factors of the tourism industry.
Education-training, followed by the values in the hotel industry,
has been examined by Han(2000). The value of hospitality has be
found as an impact on duty-related expectation, anomie and ethics,
and education-training is critical to maximise an employee’s value of
hospitality.
Kim(2002) has been searched for research on the actual condition
and analysis of hotel employee’s education-training.
Throughout the research, it has been pointed out that hotel education-training’s drawbacks are cause by owner’s indifference, differences between the training and its practical situation, the way of
teaching and uncompleted-preparation for the education. Yoon, &
No(2003) investigated the relationship between service training for hotel employees and customer satisfaction and returned visits. As a result, service education program has a positive impact on employees,
customers and workers satisfaction by having professionalism and clients’ repeated visits; and the research stated the importance of service
education program which can improve the professionalism of
employees.

2.3. The significance of education satisfaction
To understand the meaning of education satisfaction, psychological
approaches should be reviewed about the word, satisfaction. There are
various ways to define the word, satisfaction, depending on different
theories. The Need Theory explained as the functional relation of fulfilment, regarding psychological and physical desires while the
Expectancy Theory of Motivation defined as the level of achievement
for a person’s wants and expectation.
As comparing to those two theories, the Value Theory decided that
satisfaction depended on the possibilities of obtaining individual’s own
value while working; and the Expectancy Disconfirmation Theory
claimed that the level of satisfaction was determined by the gap between the expected and the real values, received from current situation and results.
There is the Equilibrium Theory which explains the different perceptions of individuals, outlined in the Expectancy Disconfirmation
Theory.
The reason why the research about satisfaction has been the main
attention among scholars is that they have an interest about a significant impact built by each member’s favourable behaviors and how
much each one is satisfied with his or her jobs.

2.4. The concept of customer orientation
Customer orientation is an understanding of a business’s target
markets to keep producing the high-quality values for clients(Levitt,
1980), which means that a business operates in a customer
perspective. Especially, marketing activity should be recognized in its
customer’s side and set its direction to maximise profits.
Customer-oriented thought gets market information from external
environments, such as ultimate consumers, competitors, distributors
and suppliers and focuses on ultimate consumers while market orientation is dealing with specific customers and competitors by distributing and actively responding the given information to provide the
best quality to customers.
This difference leads to the research about a seller’s customer orientation, the most frontier side of a business, which intercepts with
the previous studies about customer orientation.
It is generally accepted that the concept of marketing, as a business level, regarding customer orientation, is known as market orientation and as individual level is seen as customer orientation, from
the previous research (Siguaw, Brown & Widing,Ⅱ, 1994; Narver &
Slater, 1990; Kohli & Jaworski, 1990).
When the concept of marketing is highlighted in a business view,
customer orientation can be handled with market orientation; and in
an individual perspective, customer orientation focuses on sellers.
Similar with market orientation, customer orientation has been defined,
regarding the concept of marketing. Kotler(1991) pointed out that one
of the factors of marketing is customer orientation because marketing
is a key to achieve a business’s objectives to fulfil wants and needs
of target markets and provide more effective and efficient satisfaction
than its competitors.
Moreover, customer-oriented thought helps a business satisfy a cus-
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tomer desire in an employee’s perspective, not a company’s view. A
seller is a counter for building relationship between customers and
businesses.
Consequently, market orientation, in a perspective of a business
should make a shape of customer orientation in sellers’ perspectives.
Salesmen will execute customer-oriented behaviors when they have an
ability to accept market orientation, from a business perspective and
realize it.

3. Research model and design
3.1. Research model
This report will analyse the impacts of role-play on education satisfaction and customer orientation via observing the advanced research
and setting a research model to verify hypothese.

3.2. Hypothesis
To investigate the effects of role-paly, an education training factor,
on education satisfaction and customer orientation, this report has set
hypothese, based on the previous research model.
<Hypothesis 1> Role-play, an education training factor, will have a
positive impact on education satisfaction.
<Hypothesis 1-1> Curriculum
<Hypothesis 1-2> An instructor’s qualification
<Hypothesis 1-3> An apprentice’s behaviour
<Hypothesis 2> Role-paly, an education training factor, will be
beneficial to customer orientation.
<Hypothesis 2-1> Curriculum
<Hypothesis 2-2> An instructor’s qualification
<Hypothesis 2-3> An apprentice’s behavior
<Hypothesis 3> Role-play, education training satisfaction, will optimistically affect customer orientation.
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2) Education training satisfaction
From ‘research of the motivation and satisfaction of life-long education learners’, Lee, Ki-Hyang(2003) estimated curriculum, regarding
satisfaction of teaching skills, usage degree and educational facilities.
Education training of role-play satisfaction can be defined by education participants’ degree of satisfactory level about the education. This
also includes the satisfaction of curriculum, an instructor’s qualification, teaching techniques and overall education.

3) Customer orientation
In this report, customer orientation is defined as the employees’
level of customer satisfaction recognition to understand and fulfil better customer values.
Measurement scales are based on the advanced research of
Chang(2007), total 8 questions has been selected and has used the
Likert scale of 5 points. These are the examples of the questions: putting effort to discuss customer desire, having willingness to support
consumers in any condition, putting effort to understand customer desire, setting own main objective as customer satisfaction, and so on.

3.4. Structure of questionnaire and method for determination
of data
In total 17 questions, 4 questions are about curriculum, 8 questions
about an instructor’s qualification and 5 questions about the attitude
of learners. Satisfaction after the education has been set as a single
item measure. Customer orientation has been divided into 8 questions
for after and before the education, regarding to the factors which
have an impact on customer orientation.
There are 7 questions for identifying demographics; total 33 questions are in a questionnaire.
The result has been analysed by using SPSS, a statistics program.
The methods for statistical analysis used frequency analysis, assessment of reliability and validity, correlation analysis, regression analysis and so on.

4. Empirical analysis

3.3. Operational definition of variables
4.1. Sampling
This report defined education training of role-play, education training satisfaction and customer orientation to achieve the purpose of
this research.

To observe characteristics of the sample, frequency analysis has
been implemented for 280 valid samples, and the result has been
identified below in <Table 1>.

1) Education training of role-play
Based on Shaftel and Shaftel(1967); Joyce and Weil(1978); Kim
(2000); Lee(2004); Choi(2004), this report will regulate the agenda
for role-play training as customer response skills, dissatisfied customer
response skills, communication enhancement skills and feedbacks from
oneself, colleagues and instructors, depending on each situation.

4.2. Reliability and validity assessment of measuring instrument
This report used exploratory factor analysis to understand the common factors of measurement instruments and verify the validity of
variance formations. For analysis of investigation, Cronbach’a coefficient has been used to examine reliability, which measures internal
consistency. When evaluating reliability by using Alpha coefficient, it
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is generally claimed that it is satisfactory in the field of exploratory
research if the level is more than 0.6, in the fundamental research
field if it is more than 0.8 and in application study field, which requires important decision-making, if the number is more than 0.9.
The factor analysis, for the verification of validity, is one of the
frequently used multivariate statistics techniques since it solves many

problems arisen regarding to excessive information and variation and
helps understand the overall character of the given information(Chae,
2001).
Validity is well-used as a factor analysis and is also well-known
for showing how precisely targeted concepts or attributes were estimated and analyzing statistical validity.

<Table 1> Demographics of the sample
Demographics
Sex

Age

Final level of
education

Working career

Classification
Female
Male
20 - 29
30 -39
40 - 49
Over 50
High school
College

Number of
people
147
133
146
108
22
4
66
79

University

135

Less than 3
4 – 9 years
10 -16 years
Over 15

114
111
37
18

Proportion (%)
53
47
52.1
38.6
7.9
1.4
23.6
28.2

Accommodation
Food and beverage
Banquet
Sport
Others

Number of
people
98
69
17
39
67

Staff

216

76.8

Manager

31

11.1

General manager

34

12.1

Demographics

Classification

Working field

48.2
Position
40.7
39.6
13.2
6.5
Total number of sample: 280 (100%)

Proportion (%)
35
24.6
6
13.9
20.6

<Table 2> Factor analysis results of education training of role-play service

An instructor’s
qualification

A learner’s attitude

Curriculum

Variables and causes
Component
Passion
.756
Well-prepared
.724
Expertise
.688
Inducing participation
.648
Appropriate way of speaking, behaviour and vocabulary
.644
Appropriate lecture speed
.587
Appropriate way of teaching
.545
Appropriate use of teaching materials and textbooks
.519
Having enough class materials
.769
Interaction
.765
Having an interest towards classes
.679
Enthusiastically participate
.627
Concentration
.620
Systemically structured
.806
Appropriate courses
.789
Conformation with educational objectives
.706
Well-allocated time
.619
KMO=.908, X2=2290.566, p=.000

Eigenvalue

Cumulative

Reliability

7.345

23.963

.870

1.563

42.721

.818

1.177

59.324

.828

<Table 3> The result of factor analysis of dependent variables
Always care about customer interests
The final objective is customer satisfaction
Understand customer desire
Putting effort to achieve customer’s objectives
Trying to achieve customer desire
Exactly answering customer’s questions
Hotel service which tries to find the best for customer
Try to follow customer even though it is out of control
KMO=.895,
X2=822.593, p=.000

Component
.790
.767
.759
.746
.730
.715
.630
.544

Eigenvalue

Cumulative

Reliability

4.083

51.032

.823
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<Table 4> The result of correlation analysis
(1)
1
.651
.520
.582
.337

Curriculum(1)
An instructor’s qualification(2)
A learner’s attitude(3)
Education satisfaction(4)
Customer orientation(5)

(2)

(3)

(4)

(5)

1
.600
.648
.493

1
.614
.375

1
.478

1

<Table 5> The result of regression analysis about service education-training of role-play and education satisfaction
Model
(invariable number)
An instructor’s qualification
A learner’s attitude
Curriculum

Standardised coefficient
Beta

t

Significance possibility

.442
.431
.376

123.619
10.618
10.359
9.034
R2=.523, F=100.555,

.000
.000
.000
.000

Collinearity
Allowance

VIF

1.000
1.000
1.000

1.000
1.000
1.000

p=.000

<Table 6> The result of regression analysis of service education-training of role-play and education satisfaction
Model

Standardised coefficient

t

Significance possibility

.097

.923

Beta

(invariable number)

Collinearity
Allowance

VIF

An instructor’s qualification

.441

8.540

.000

1.000

1.000

A learner’s attitude

.210

4.056

.000

1.000

1.000

Curriculum

.164

3.179

.002

1.000

1.000

R2=.266,

F=33.164,

This maintains interactive independency by grouping the factors
which are interrelated.
As shown in <Table 2>, 17 variables similar have been classified
to reflect in the research.
As analysing the learner’s thought about participating in education
training of role-play service, referring to <Table 2>, 17 questions
were designed to prove reliability of the learners; and it is a trustworthy result since there is valid consistency of measurement scales,
which is more than 0.8.
To verify the validity among variables, causes, which have more
than 1.0 eigenvalue, have been selected as a method of common factor analysis to extract factors by using Varimax.
According to <Table 2>, influence of explanation, which learners
felt during the service education training of role-play, is classified as
relatively high, 59%.
First cause, an instructor’s qualification, has been composed of
eight variables, and reliability asides .870 and cumulative has composed 23.963%.
The second cause, an learner’s attitude, has the most attributes by
having five variances, 0.818 of reliability and 18.757% of cumulative.
Total four variances, 0.828 of reliability and 16.603% of cumulative
has been identified in the third cause, curriculum.
KMO, which well-explains the relationship among the variances, is
relatively high, 0.908, and in Barttlett sphericity, chi-square is
2290.566. Lastly, p-value is .000 which refers that the result is
meaningful.

p=.000

The factor analysis regarding customer orientation, also a dependent
variable, is shown in the <Table 3>.

4.3. Testing hypothesis
1) Hypothesis 1, regarding to service education-training of role-play
and education satisfaction
To verify the <Hypothesis 1>, this report analysed to check whether service education-training of role-play has a positive impact on education satisfaction through regression analysis.
As a result of the regression analysis, <Table 5> shows that overall influence of explanation of dependent variables is .52.3% and statistical significance, regarding regression equation is .000; therefore,
this regression equation has a significance in terms of statistics.

2) <Hypothesis 2> about service education-training of role-play and
customer orientation
This report analysed to identify <Hypothesis 2>, whether service
education-training of role-play is beneficial to customer orientation or
not, by using regression analysis.
As a result of <Table 6>, regression analysis figured out that the
overall explanation influences of dependent variables is .266% and
statistical significance of regression equation is .000. This regression
equation is also meaningful.
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<Table 7> The result of regression analysis about role-play education satisfaction and customer orientation

(invariable number)

Standardised coefficient
Beta
(invariable number)

role-play education satisfaction

.477

Model

R2=.228,

t

Significance possibility
-8.894

9.060
F=82.086,

3) <Hypothesis 3> about role-play education satisfaction and
customer orientation
This report also used regression analysis to examine the positive
impacts of role-play education satisfaction on customer orientation
Total influence of explanation of dependent variables has been
shown as .228% and significance of statistical regression equation has
been identified as .000 in the <Table 7>. This regression analysis has
statistical regression equation, too.

5. Result
It was able to obtain practical evidence which can prove that service education-training through role-play affects customer orientation,
and the foreshadows of the hypothesis empirical analysis are suggested below.
First, owners of a business and training instructors should enthusiastically activate service education to enhance each member’s customer satisfaction and customer orientation. Service education improves
the development of a business and each employee’s potential ability.
Since service education is also related to sales contribution and improvement of a business’s image, managers and training instructors
should recognize the significance of service education and prepare
professional education system and management system to improve
employees’ customer orientation.
Next, the most effective factor of customer satisfaction and orientation is an instructor’s qualification. Different from other lecture
techniques, the effectiveness of role-play has a variance which is the
level of participations of learners. An instructor’s rich experience and
detailed education preparation should be conducted before the lecture
to maximise the effects of the education.
Third, since high level of education-training satisfaction leads to
better customer orientation, education-training is extremely significant.
However, there are some limitations, next part will provide some
recommendations for how further research should go.
First of all, there is a deficiency of advanced research, regarding
hotel employees targeted role-play education training. Most of research have been conducted in schools, targeting children and teenagers, and sometimes, there were some research regarding Christianity
education.
Second, provided research about education put emphasis on a fundamental principle and theory of role-play, which leads to the shortage
of detailed context to adapt in practical situation. The reason for this
is relatively short history of role-play to introduce usefulness of it.
The next is the limitation of sampling. When selecting the sample,

.000

Collinearity
Allowance
.000
1.000

VIF
1.000

p=.000

this research chose six hotels based on convenience sampling method.
By randomly extracting the samples, a doubt can be raised about
whether the selected sample can represent the entire hotel industry.
Moreover, since the research has relied on respondents self-evaluation,
it might be hard to conduct precise and objective evaluation, therefore, the necessity of sequel research can be required to make it
objective.
Lastly, as advanced research of the effects on customer orientation,
various internal factors within a business should be considered. By
excluding external factors of service education, there is a limitation to
see the level of customer orientation as the effects of service
education.
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1. Introduction

Abstract
The system of division of labor between Korea and China has attained remarkable growth of export to China so far. Since diplomatic
relation between South Korea and China in 1992, South Korea has
grown up to be third largest trading country with China, and continuous growth of foreign trade with China supported the Korean
economy greatly since Financial Crisis in 2008.
However, today's Chinese foreign trade environment made change
to differ from the past. At economic growth, the Chinese government
made change of growth strategy from export orientation to domestic
demand to strengthen competitiveness at high level of industrial structure and to let the Chinese enterprises compete with Korean
enterprises. In other words, the Chinese market has quite different
competition structure.
This study investigated the Chinese market based on precedent
study on competition structure in the Japanese market (Kwon and
Nam, 2013). The study examined changes of foreign trade environment in the Chinese market from point of view of competition structure to empirically investigate Korean enterprises' export strategies.
Korean enterprises had strategies of price priority, economy of
scale, and product differentiation at changes of competition structure
at the Chinese market. The Korean enterprises were found to keep
foothold of market entry and to strengthen production ability of special products and to have low profit and insufficient economic outcome, so that they had difficulty at pursuit of profits at the Chinese
market.
Keywords: Chinese Market, Changes of Foreign Trade Environment,
Foreign Trade Structure Between Korea And China,
Export to China, Export Strategies.

* Ki-soo, Ham, Adjunct Professor, Graduate School of Business
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1.1. Background
Alvin Toffler, American futurist, said, "The future is said to be a
process that the future enters into citizens' lives." China that has
grown up to be G-2 has made change of foreign trade environment
to be forecast. In fact, Korean enterprises looked to experience
changes in the Chinese market much more. The three countries in
Northeast Asia, that is to say, Korea, China and Japan, shared division of labor to grow up to be an important axis in the world
economy. South Korea and Japan exported parts, materials and equipment to China to let China manufacture by using inexpensive labor
and to export finished products to America and EU last 20 years after Korea-China diplomatic relations in 2002. The division of labor
helped both Korea and Japan export products to China to record export to China 24.5% and 18.1% each.
These days, the foreign trade environment in China has made
change to have quite different system. The Chinese government made
change of growth strategy from export orientation to domestic
demand. The Korean enterprises were forced to compete with the
Chinese enterprises in world market owing to China's economic
growth and technical improvement. This was because the Chinese
market had quite different market competition structure.
This study investigated Korea-China trade structure and changes of
Korea-China trade environment to examine strategical outcome of export business to China and to find out future directions.

1.2. Scope and Methodologies
1) Scope
This study investigated not only Korean businesses having branch
offices and/or corporation in China but also Korean businesses without bases in China that exported products to China. The Korean businesses without bases in China were placed at Shanghai and/or
Shenyang. Business environment and/or export market may vary depending upon products: This study investigated not only large businesses but also small businesses regardless of products.

2) Methodologies
This study had same frame with 'precedent study on export strategy to Japan in accordance with changes of competition structure in
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the Japanese market' (Kwon and Nam, 2013). The study investigated
changes of specific markets from point of view of competition structure and to examine Korean enterprises' export strategy. Not only
Japanese market but also Chinese market that had fundamental difference at the nature had same structure of theoretical background, competition structure and strategies enough to investigate.
Market segmentation and competition structure analysis of the
study were same as those of aforementioned studies. The study selected Chinese market instead of Japanese market to examine recent
movement and changes of the Chinese market and to find out Korean
enterprises' counteractions against rapidly changing Chinese market.
Aforementioned studies, enterprises' internal data, precedent studies
and literary researches were used. The author visited fashion business,
steel & iron trading companies and petrochemical products export
business at Shanghai from January 5, 2014 to January 12, 2014 to
do questionnaire survey and to have depth interview. The author investigated Shenyang area by using e-mail. At the questionnaire survey, one copy of the questionnaire was used each business, and questionnaire of each one staff of the product was used when a company
sold multiple products.
The study consisted of four chapters, that is to say, Chapter I to
Chapter V: Chapter I described background, scope of research, methodologies and foreign trade between Korea and China at precedent
studies. Chapter II examined features of Korea-China trade structure,
and changes of recent trade environment, and Chapter III adopted research models and hypotheses. Chapter IV did empirical analysis.
Chapter V had conclusion.

2. Models and Hypotheses
2.1. Models
In this study, the model was same as that of "A study on export
strategy to Japan in accordance with changes of competition system
in the Japanese market (Kwon Yeong-uk, Nam Gyeong-du, 2013)" to
replace research subject of Japanese market with Chinese market.
Models were used to investigate not only effects of changes of competition structure in the Chinese market upon export to China, but also effects of export strategy to China upon outcome of the export to
China:

ket concentration, entry barrier, product differentiation, selling cost advantages and efficiency of economic scale and to have influence upon
Korean enterprises' export strategies to China, for instance, cost advantage strategy, differentiation strategy and concentration strategy.
Three hypotheses were used:
<Table 1> Hypothesis I

H1: The Chinese enterprises make change of competition in the
Chinese market to have influence upon Korean enterprises'
export strategies to China.
<Table 2> Hypothesis Ⅱ

H2: Enterprises of export competing country makes change of
competition structure at import market in China to have
influence upon export strategies to China of Korean
enterprises.
<Table 3> Hypothesis Ⅲ

H3: The competition structure in the Chinese distribution market makes change to have influence upon Korean enterprises' export strategies to China.

2) Outcome of Korean Enterprises's Export Strategies to China
Korean enterprises' export strategies that are based on three competition strategies of Porter, that is to say, selling cost advantage, differentiation and concentration, may have influence upon outcome of
export to China: Three hypotheses were used.
<Table 4> Hypothesis Ⅳ

H4: Korean enterprises' cost advantage strategy of export to
China has positive influence upon export outcome.

<Table 5> Hypothesis V

H5: Korean enterprises' differentiation strategy of export to
China has positive influence upon export outcome.

<Table 6> Hypothesis VI

2.2. Hypotheses
In this study, hypotheses were used by using studies of Kwon and
Nam(2013):

1) Korean Enterprises' Export Strategies to China in Accordance
with Changes of Competition Structure in the Chinese Market
The Chinese market had segments, for instance, Chinese made
product market by Chinese enterprises, import market by enterprises
from competing countries, and distribution market by distribution enterprises to make change of competition structures, for instance, mar-

H6: Korean enterprises' concentration strategy of export to
China has positive influence upon export outcome.

3. Conclusion
This study investigated Korean enterprises' export strategies and
outcome to take actions against rapidly changing trade environment in
China.
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The findings were:
The Korean enterprises took actions of cost, scale and economic
advantages against changes of competition structure in the Chinese
market, and took product differentiation strategy as well. The Korean
enterprises took entry barrier strategy as well as product differentiation strategy of selling cost advantage to compete with Japanese
enterprises to take product differentiation strategy under situation of
differentiation and concentration. The Korean enterprises took selling
cost advantage strategy.
The Korean enterprises had outcome of export to China to keep
efficiency of raw material supply, and to get economic advantage at
new product development, and to produce special service and products at specific regions. The Korean enterprises could attain strategic
outcome to a certain degree that was negligible from point of view
of business profits, and that profit-making in the Chinese market was
difficult to get.
This study had limitation on regions and number of export businesses to China, for instance, Shanghai and Shenyang in the region
and some of Korean enterprises in the number: So, the study could
not investigate overall situation in China. And, the study could not
reflect features of each industry and product. Further studies are needed to investigate each industry in detail.
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The study on the research and analysis of start-up success-failure factors to small
firms, Micro-enterprise
Sang-Youn Lee*

1

1.2. Task Period

Abstract

3 months (November 19, 2014 –January 30, 2015)

10 Tips for Success and Shortcuts to Failure. 10 Tips for Success:
① Exemplary credit ratings serve as a foundation for start-up success.
② Work in related business as if you were a servant. ③ Your own
pocket money is your reliable supporter. ④ It’s best to have sales
management system. ⑤ Business plan is the guardian of your boundless journey. ⑥ Making good use of promotional methods can attract
customers. ⑦ The chemistry of your store and your surroundings
should be right. ⑧ A founder should run around on their own feet.
⑨ It’s better to have a type of business that has high cash turnover
ratio and short customer visit cycle. ⑩ The beacon does not shine
on its own base. Use the blue strategy: find a business district in the
living zone.
10 Shortcuts to Failure: ① Market research without start-up training is like building castles in the sky. ② Having more debt than internal funds is only good for others, not you. ③ The size of furniture and fixtures should be appropriate. ④ It’s crucial to promote
skills. ⑤ Like roses have thorns, even good business district can hurt
you. ⑥ It’s not a good sign if the size of business is bigger than
funds. ⑦ Family is your priority. It’s better to work with them. ⑧
Don’t ever think of becoming a boss if you don’t have any unique
strategy. ⑨ It’s no use when you don’t steadily strive to learn and
practice. ⑩ If you don’t‘ treat your employees as your family, you’ll
also get kicked out of your home.
Keywords:

Start-Up, Success-Failure
Micro-Enterprise.

Factors,

Small

Firms,

1. Introduction-Task Overview
1.1. Task Title
Analysis of factors for success and failure and microenterprises in
Seoul, 2014
(Academic Service of Seoul Credit Guarantee Foundation)

* Professor, Graduate School of Business Management, Gachon University,
Seoul, Korea, Tel: +82-2-409-2020, E-mail: rmi21lee@hanmail.net

1.3. Task Purpose
Microenterprises in Seoul serve as a foundation for the regional
economy and are a driving force for national economic growth
It’s necessary to establish the “Start-up bible for microenterprises
(myeongsimbogam)” for its success based on empirical case analysis
(10 tips for startup success and shortcuts to failure)
To be used as basic data for improvement of support policies and
policy making development based on causes of microenterprises’
liquidation.

1.4. Task Scope
Spatial scope: Seoul
Time scope: Performance data from 2006 to 2012
Contents scope
- Data analysis of the Foundation-owned start-ups’ guarantee and
insolvency (quantitative analysis)
- Case analysis and investigation of start-up success and failure
(qualitative analysis)
- Analysis of effects of the Foundation’s supporting policies on
startup success
- 10 tips for start-up success and 10 shortcuts to failure based on
the analysis

1.5. Quantitative Analysis
Data analysis from 2006 to 2012
Statistics of guarantee and insolvent companies
Using variables including company types, characteristics, region,
age, lifespan, accidents, cooperation
Statistical verification

1.6. Qualitative Analysis
Targeted to start-up success and failure(200 companies)
Success and failure factors through statistical analysis
Analysis of effects on supporting policies for business management
Association with quantitative analysis
Discovering symptoms of failure
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1.7. 10 Tips for Start-up Success and Shortcuts to Failure
Providing precautions and solutions through case analysis of overcoming crisis
Plans to foster prepared start-ups
Crisis solutions
Suggesting policies for start-up success

whether available beforehand)
Collected Surveys: 124

2) Survey Result

2. Results of Quantitative Analysis(electronic data)

18 surveyors conducted for 10 days
1st: 103 surveys collected out of 240 / 2nd: 105 more conducted
(21 collected)
124 valid sample surveys collected out of 200 from companies
Reasons for not responding to surveys:: 345 companies were visited, some representatives refused to, absent, out of the town, closure

2.1. Analysis Overview

3) Analysis Method

1) Extracting Data from Start-up Success and Failure Case
Standards for Selecting Start-up Success and Failure
- Total sample size: 24,125 start-up companies supported by the
guarantee program from 2006 to 2012 (counted by company registration numbers)

2) Items for Frequency Analysis

2.2. Analysis Result

Collected surveys through editing and coding entered into the
Excel 2010
Entered data processed in statistics using the SPSS

3.2. Result of Correlation Analysis
Different factors of success and Failure through result of correlation analysis
Comparison of Types of Start-up between Successful and Failed
Companies
- Choosing a type of business when launching start-up, one of the
factors for success and failure, was reconfirmed through X2 test.
- Successful ones: Food service, retail and wholesale business, other service business/ -Failed ones : Manufacturing business, personal
service business
- Comparison of Sales Management between Successful and Failed
Ones
Sales management is necessary in managing start-up, which can also be one of the factors for success and failure.
- Comparison of Effect of Increase in Sales
The effect of increase in sales is a natural consequence for successful ones, while can be challenging for failed ones.
- Comparison of Methods for Raising Emergent Funds between
Successful and Failed Ones
Methods of raising emergent funds can be one of the factors for
success and failure, which is proved by x2 test.

3.3. Result of Personal Interview Analysis
Different factors of Success and Failure through Analysis Types
Main causes include: credit rating, total debt, internal funds,
monthly rental rates

3. Results of Qualitative Analysis
3.1. Survey Overview
1) Survey Period and Collection
Survey Period : January 5, 2015 to January 14, 2015.
Total Conducted Surveys: 345 (companies answered in affirmative

Drawing Tips for Startup Success and Shortcut to Start-up Failure
from Personal Interview Analysis
① The economic conditions of the time of launching start-up
didn’t really matter.
② Make use of government-owned fiduciary institutions when
launching start-up and managing it.
③ Location of a store should be chosen taking into account residence, surroundings of workplace, and money; in other words,
commercial supremacy should be thoroughly considered including flows of human traffic.
④ A founder should work on the spot.
⑤ Familial atmosphere should be created to improve employees’
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business skills
⑥ Faithfulness and improvement of customer service are crucial in
continuing start-up business.
⑦ It’s important to remain stable in business.
⑧ Differentiation strategies against rivals are good service, quality,
unique design and taste.
⑨ The shortcut to success is thorough market research.
⑩ Steady efforts are crucial in avoiding failure. Success is not to
be done in a day.

4. Results
10 Tips for Success and Shortcuts to Failure

1) 10 Tips for Success
① Exemplary credit ratings serve as a foundation for start-up
success.
② Work in related business as if you were a servant.
③ Your own pocket money is your reliable supporter.
④ It’s best to have sales management system.
⑤ Business plan is the guardian of your boundless journey.
⑥ Making good use of promotional methods can attract customers.
⑦ The chemistry of your store and your surroundings should be
right.
⑧ A founder should run around on their own feet.
⑨ It’s better to have a type of business that has high cash turnover ratio and short customer visit cycle.
⑩ The beacon does not shine on its own base. Use the blue
strategy: find a business district in the living zone.

2) 10 Shortcuts to Failure
① Market research without start-up training is like building castles
in the sky.
② Having more debt than internal funds is only good for others,
not you.
③ The size of furniture and fixtures should be appropriate.
④ It’s crucial to promote skills.
⑤ Like roses have thorns, even good business district can hurt you.
⑥ It’s not a good sign if the size of business is bigger than funds.
⑦ Family is your priority. It’s better to work with them.
⑧ Don’t ever think of becoming a boss if you don’t have any
unique strategy.
⑨ It’s no use when you don’t steadily strive to learn and practice.
⑩ If you don’t‘ treat your employees as your family, you’ll also
get kicked out of your home.
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HOW TO GET TO CONVENTION CENTER,
SEOUL NATIONAL UNIVERSITY HOAM FACULTY HOUSE
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HOW TO GET TO HOAM HOTEL,
SEOUL NATIONAL UNIVERSITY HOAM FACULTY HOUSE

Address: 239-1 Nakseondae-Dong, Gwanak-Gu, Seoul, Korea 151-057
Questions go to front@hoam.ac.kr
Tel: +82-2-871-4053 / Fax. +82-2-871-4056
Homepage: http://www.hoam.ac.kr/eng/hoamHotel/contact_us.php

Group Code: "KODISA"
Airport Express Subway (It takes about 60 minutes):
Incheon International Airport (Airport Express Subway) → Kimpo International Airport (Subway Line
9) → Dangshan (Subway Line 9, Transfer to Line 2) → Nakseondae (Subway Line 2), Exit #5
→ 15 minutes on foot to HOAM Faculty House
*The subway fare is about 4,000 Korean won by cash.

Airport Limousine (It takes about 60 minutes)
From Incheon International Airport to HOAM

1. Take a "#6017 Airport Limousine Bus" at GATE 6B or 13B.
2. Get off at the last stop "HOAM Faculty House"
3. The bus fare is 15,000 Korean won by cash.

By Taxi (It takes about 60 minutes)
1. Take a taxi from Incheon International Airport to HOAM Faculty House
2. The Taxi fare is about 70,000 Korean won by cash.
3. The fare could be changeable upon traffic situation.
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