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PREFACE

Welcome to the 3rd International Conference on Economics, Business, and
Management Research (ICEBMR) 2024. We are thrilled to present a compilation of pioneering
research and insightful discussions under the theme “Navigating the Blue Economy:
Sustainable Development Goals and Trends in Economics, Business, Management, and
Information Technology”. As we navigate the complexities of sustainable development, we are
reminded of Sylvia Earle's words: “The ocean is the cornerstone of Earth’s life support system.
It shapes climate and weather. It holds most of life on Earth. The ocean provides a living for
countless people, and it’s the engine of our economy”. This is a powerful statement that
underscores the critical role of the blue economy in our global ecosystem and economic
stability for sustainable development and the well-being of present and future generations.

The 3" ICEBMR serves as a vital platform for academics, industry professionals, and
policymakers to exchange ideas, foster collaborations, and develop forward-thinking solutions
that align with the Sustainable Development Goals (SDGs). This year's online conference
breaks geographical barriers, bringing together a diverse and interdisciplinary group of
participants committed to advancing knowledge and practice in the blue economy. Our sessions
cover essential topics such as marine resource management, sustainable business models,
economic policies for ocean conservation, and the integration of advanced information
technology to support these initiatives.

We extend our heartfelt gratitude to the reviewers for their invaluable contributions and
to the authors for their exceptional research. We were honoured to feature keynote addresses
from distinguished experts who have made significant strides in economics, business,
management, entrepreneurship, and information technology. Their insights provide a broader
understanding of the challenges and opportunities in achieving sustainable development
through the blue economy. Special thanks are due to our host institution, Sanata Dharma
University, for providing the platform and resources that facilitated an enriching and seamless
online conference experience. We hope the knowledge shared and the connections forged at
the 3™ ICEBMR will inspire ongoing research and innovative practices, contributing to a
sustainable and prosperous future. Thank you for your participation and engagement. We
eagerly anticipate your involvement in future conferences.

T. Handono Eko Prabowo, MBA, Ph.D.
Organizing Committee
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ABSTRACT

This research explored the concept of the Blue Economy and its potential for sustainable
development of ocean resources. It examined four key ideas: the Ignatian principle of “Tantum
Quantum” (proper use, not abuse), stakeholder analysis, multidisciplinary approaches, and multiple
intelligences theory. The research argued for a shift from shareholder-focused to stakeholder-inclusive
models in managing ocean resources. It emphasized the importance of considering all affected parties,
including non-human stakeholders like marine life. The multidisciplinary nature of ocean studies was
highlighted, calling for collaboration across fields such as marine biology, economics, and ethics. The
theory of multiple intelligences was applied to value diverse forms of knowledge, including traditional
maritime skills. Major challenges facing the Blue Economy were discussed, including overfishing,
pollution, and lack of governance in international waters. Recommendations included supporting fisher
cooperatives in developing countries, improving export facilities, increasing plastic recycling,
promoting coastal tourism, and recognizing the value of workers in the maritime sector. The research
advocated for a balanced approach that promotes economic development while ensuring the long-term
sustainability and health of ocean ecosystems.
Keywords: blue economy, ocean, natural capital

1. Introduction

This conference is actually a preliminary for the 28" World Forum of the Association of
Jesuit Business School in Sydney, Australia in July, 2024. The theme of that conference is the
Fourth Apostolic Preference of the Society of Jesus, namely “Our Common Home”. Hence, we
have entitled our Keynote Speech as “Our Common Ocean: Harmonic Playground or Chaotic
Battleground”.

More than two thirds of our planet is ocean. Yet ironically, we know more about the
surface of the Moon and Mars than we do about the depths of the ocean. Oceans have provided
food, income, energy and transport for millennia. The ocean economy supports the livelihoods
of almost half of the earth’s population. Economic activities include capture of fish,
aquaculture, coastal tourism, marine construction and transport. Huge profits stand to be made
for Pharmaceutical, Chemical and Cosmetic companies. The Blue Economy is predicted to
double from $1.5 trillion in 2010 to $3 trillion in 2030. This represents a massive opportunity
for mutual benefit for all the stakeholders involved. However, we are currently faced with
serious challenges to the sustainability of the oceans caused by overexploitation, extraction,
pollution, loss of biodiversity and climate change.

The Blue Economy is a new term for an ancient experience. Basically, it is a way of
applying a central principle used by St. Ignatius of Loyola — the founder of the Jesuits — in his
small book entitled The Spiritual Exercises of St. Ignatius written over 500 years ago. His basic
principle is called Tantum Quantum in Latin. It is best translated as “Use, not Abuse”. He
believed that Almighty God had endowed humans with many things when He created the
universe. It is up to humankind to properly use them. Hence, the Blue Economy aims to reset
inclusive and long-lasting economy growth by harnessing sustainable marine resources to
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support development and civilization while at the same time preserving and protecting marine
resources.

The question is “How do we do that?” Using a reflective methodology that is used in
Ignatian Pedagogy, we want to combine two activities: Reflection and Action which is now
called Refi-action. St. Francis de Sales in the 17" century criticized economists. He said “they
love to study poverty but the problem is that poor people cannot eat books”. The paralysis of
analysis can lock us into the mentality that only likes to talk about the problem, but not to think
much about the solution.

Our methodology will combine descriptive as well as exploratory research. It rests on the
fact that ideas are very important in human experience and history. From the field of economics
alone, ideas like freedom, justice, capitalism, socialism, opportunity cost and the Law of the
Commons are but a few examples. Hence, we want to focus on just four ideas:

a. Tantum Quantum which basically adopts a positive attitude by emphasizing the proper
use rather than abuse of our marine resources. Recent examples include the use of
technology such as the Internet, Facebook, Social Media and now Artificial Intelligence
[AI]. Initially the source of such optimism, they have also been used by the criminal
element. Cybersecurity is now big business. Reflective thinking can help us decide how
to use the tools of modern management to face the current challenges to the
sustainability of the ocean.

b. Stakeholder Analysis rather than Shareholder or Stockholder Analysis. The latter
theory has prevailed in economic circles and produced some unintended and
undesirable consequences. Examples are: an overemphasis on production and
consumption that has produced serious social costs, especially climate change and
pollution. St. Ignatius would call this “PLUS” [emphasis on quantity of consumption
and production] rather than “MAGIS” [emphasis on quality of life]. Many people today
prefer to measure the health of a society using the Happiness Index rather than the
standard Gross Domestic Product [GDP]. Stakeholder Analysis opens our eyes to the
importance of all parties affected by policy decisions, not just the welfare of owners
alone. This concept was developed in the field of Business Ethics. It is now a very
valuable tool of analysis, especially since some of the stakeholders do not have a voice.
In the case of the oceans, they are the fish who live there.

C. Multi-Disciplinary Approach vs Narrow Specialization. In the field of tourism, Jafari-
Jafari has created his marvelous interdisciplinary wheel. It shows us how the insights
of many different academic disciplines can be applied to the field of Tourism and
Hospitality Studies. Tourism can be used properly or abused. The oceans depend on
cooperation between many academic fields, especially geology, geodesy, geophysics
and geography.

d. Multiple Intelligence Vs 1Q [which only measures Verbal and Mathematical Skills].
Howard Gardener have given us the concept of multiple intelligences beyond these two
narrow categories. He started with seven. An appropriate example for oceans is the idea
of spatial intelligence. How did sailors in the vast South Pacific ever navigate thousands
of nautical miles without the help of electricity, radio communication or GPS? They
were geniuses in the field of spatial intelligence. An elite attitude that puts too much
emphasis on mental skills alone is not enough. We must take advantage of the skills
possessed by millions of little people. They are “street smart” and without a lot of
formal education. They study in the School of Hard Knocks.

Another key concept is paradigm. In his best-selling books starting with The Seven Habits
of Highly Effective People [1989], Steve Covey begins with this concept. A paradigm is our
way of looking at the world, our blueprint of how the world works. The International
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Association of Jesuit Business School has produced a concept called the Inspirational
Paradigm of Jesuit Business Education. It challenges the popular emphasis on greed, ambition,
aggression, consumption, etc. that neglects sustainability and ethical considerations.

Perhaps the best example of a change of paradigm is Christopher Colombus. In 1492, the
majority of people thought and believed that the world was flat. Based on empirical experience,
it made a lot of sense. However, he cleverly convinced one of the major global and naval power
at the time — Spain — to test his hypothesis that the world is instead round. He set out looking
for the Spice Islands in present day Indonesia but ended up in the Caribbean. His success set
off the colonial wars between the then existing naval powers of Spain, Portugal, England and
The Netherlands. This has produced the colonial system that has left many developing countries
feeling inferior to their European counterparts. Indonesia was called the Dutch East Indies for
over 350 years. We are now trying to instill a sense of self-esteem and self-confidence needed
in our young people to develop modern Indonesia after 78 years of Independence.

Another example of a paradigm shift is vividly illustrated in the Oscar winning film
Oppenheimer. It portrays the intensive work of the most brilliant minds in the area of physics
in the early 1940s. They worked night and day with a team of assistants to produce the atomic
bomb. This new invention was designed to destroy millions of people in one swoop. The fear
of a nuclear war is the heritage of this great scientific endeavor. On the other hand, we recently
witnessed the opposite effect in the work of dedicated scientists who worked together to come
up with the Covid-19 vaccine that saved, not destroyed, millions of lives around the world.
They were able to enjoy the benefits of the Internet and global communication technology.
Normally, it takes 10 years for the approval of a new vaccine by the Federal Drug
Administration [FDA] in the USA. Thanks to the pragmatic loosening of some regulations, the
vaccine was available in just seven months. While this effort involved the dedicated work of
scientists in biotechnology and government officials, the key player was the international
pharmaceutical industry. Through their expertise in manufacturing and marketing, they were
able to deliver the vaccine globally as quickly as possible. Yet today only 7% of Africans have
been vaccinated and there is still controversy over patent rights.

This conference wants to challenge our international network of Jesuit Business Schools
to work together in a similar way to resolve the challenges facing the ocean. We need to
question the popular views of business and economics. We need to change the mentality that
prioritizes consumerism, a blind faith in progress and technology for its own sake and the belief
in the efficiency of the “invisible hand” of Adam Smith. This idea produced the belief that a
free market system based on perfect competition would automatically solve all of society’s
problems. The new emphasis is on

a. Cooperation instead of unhealthy competition.

b. Quality of life instead of quantity of consumption and production.

c. Service Management instead of Industrial Management based on blind efficiency.
d. The Happiness Index instead of Gross National Product [GDP].

In essence it is based on Catholic Social Teaching that tells us virtus stat in medio = all
things in moderation. We search for “satisficing behavior”, not just “consumer satisfaction”
alone. This moderation searches for a healthy balance in the work - life dimension of modern
life. Business and Government leaders can play a decisive role in reversing the negative
paradigm. We need to prioritize Wealth Creation [positive] more than mere Poverty Reduction
[negative]. Think of the impact of global companies like Microsoft, Boeing, Amazon and
Starbucks that all originated in just one city = Seattle, Washington. They have all created
enormous wealth, income and employment for millions of people. They created new forms of
work based on the healthy development of technology. Let us now use our talent base to work
together on the ocean.
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We sincerely hope this conference will help you reexamine your own paradigms. Which
ones are correct while others are wrong? Which ones will produce results that are good while
others produce bad ones. Our conference takes place in the former Dutch East Indies with a
population of some 270 million people. It enjoys the comparative advantage of a demographic
dividend in the form of young people on the verge of their most productive years in the global
market. Let us not waste this golden opportunity. Geographically, Indonesia is a vast country.
It is the largest archipelago in the world = 17, 500 islands called the “Pearl of the Orient”. It
occupies one eight of the Equator. It stretches from east to west in an area wider than the
continental USA or from London to Kabul. There are some 6 million small scale fishers. They
used over 600,00 fishing vessels in 2014. They are a key stakeholder but have a weak voice in
the dialogue. The ocean in Indonesia is four times the land area. Yet the level of development
of marine resources is only 25% of its potential. Let us get to work and use our talents and
energy to help them and other fishers around the world.

Personally, I am reminded of a peak experience in my own life. As a Freshman or First
Year student at Boston College, the world was experiencing the exciting independence
movements in many colonial countries. The world stage was occupied by great and courageous
leaders like Sukarno in Indonesia, Julius Nyerere in Tanzania, Tito in Yugoslavia and Gandhi
in India. In January 1961, in his Inaugural Address as the new American President, John F.
Kennedy, the first Catholic President of America, posed a stimulating question for our
reflection. “Ask not what your country can do for you. Instead ask what you can do for your
country”. Let us rephrase the question today: “Ask not what the ocean can do for you, but rather
what you can do to save the ocean”.

2. Natural Capital and The Ocean

Logically speaking, the natural world is humankind’s greatest asset. In the ‘“Natural
Capital” paradigm of environmental economics, components of the biosphere are treated as
assets to be valued. For example. the lobster fishing supply chain in the American state of
Maine contributes some US$ 1 billion to the state’s economy. It also employs as many as
12,000 people who work in it. The Blue or Marine Economy represents a value of US$ 1.5
trillion a year. Our planet is dominated by oceans rather than land. There is twice as much water
on earth as land. Scientists know less about the high seas than about the Moon and Mars.
Recently researchers found several thousand new underwater mountains [seamounts] by
measuring the effects of gravity on the earth’s surface. Although they cover less than 1/1000
of the world’s sea floors, coral reefs support a quarter of known marine species. Marine
biologists think that oceans might host more than 2 million species of marine animals, of which
they have so far catalogued only one tenth. Scientists have mapped nearly all of the Martian
surface but less than one quarter of the seabed. Mesopelagic is a layer of the ocean, a few
hundred meters below the surface. It is home to animals in abundance as well as 10 billion tons
of animals. Cropping a mere 1% of this each year would double the land catch of the ocean’s
fisheries.

The South China Sea contains about one tenth of the global fish catch. China is the
biggest fisher and the biggest subsidizer of fishing. The fate of the oceans threatens the
livelihood of tens of millions of fishers in Indonesia, West Africa, the Pacific Islands and
coastal states. Of the 25 most prolific fishing countries, 17 are developing countries. Peru’s
natural resources have given the country one of the world’s largest or greatest fisheries — the
third biggest after China and Indonesia. Peru exports US$ 3 billion a year and has created
700,000 jobs for fishers.

Oceans provide three billion people with about one fifth of protein consumed. The world
currently consumes more fish per person that ever before — about 20 kilogram per person a
year. Half of all fish we eat come from aquaculture or fish farming. Fishing and aquaculture
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provide a livelihood for 1 out of every 10 people. Of the three ways of obtaining food [arable
land, animal agriculture and fishing] fishing alone has remained vital to human civilization.
One problem is that the fishers have always been secretive by nature. Moreover, the oceans
store more than 90% of the heat trapped on earth by greenhouse gas emissions.

Unfortunately, humans have wrongly tended to believe that the oceans are inexhaustible.
For Christians, God intended the products of the sea and land for human use. There is now
concern about overfishing, pollution and global warming. Pollution [notably fertilizer run off]
damages a lot of marine ecosystems. Carbon dioxide accumulated has raised the average sea
surface temperatures by 0.7 Celsius. Fish are being plundered from the ocean at an alarming
rate. Some 50 million fishers operate in small boats and are not included in global statistics.
Three quarters of all industrial fishing vessels and one quarter of transport and energy maritime
vessels have been left out of previous tallies of human activity at sea. Oceans now contain more
plastic than fish by weight. Almost 90% of stocks are fished either at the sustainable or beyond
sustainable limits.

Despite their size, the oceans are relatively under researched. In many rich countries,
fishing is not a big enough industry to make such research a national priority. Investors
currently have little information on how their choices of investment affects marine life. In 2017
Global Fishing Watch followed 60,000 vessels = 50-60% of the world’s catch. The IMO
requires ships over 300 tons to have an Automatic Identification System [AIS] = radio
transmitter which tells anyone in the vicinity of the boat’s position.

One of our conference objectives is to consider future research project. Our choices
should depend on the feasibility of the recommendations that come out of that research. More
specially, how are they related to the Strategic Development Objectives of the UN? Our
research should have an action dimension to it. Our methodology will be basically reflective.
It will be more exploratory and descriptive than empirical, explanatory or predictive. What is
the status questione = the state of the question? Until recently, the oceans have not received the
attention they deserve, especially from the general public. Hence, our emphasis will be on the
basic questions of who, what, where, when and how related to the oceans. It relies on more
popular media sources rather than formal, academic or scientific sources.

Like the Chinese proverb, our research journey must begin with the first step. Our
intellectual curiosity has been stimulated by the oceans. We expect to discover the vast amount
of multi-disciplinary research already done on the oceans. In fact, the topic is not new.
Humankind has millennials of experience with the oceans. What is needed is not Artificial
Intelligence [AI] but Authentic Wisdom [AW]. Empirical and digital science does not have a
monopoly on truth and understanding. For example, good literature can teach us a lot about the
oceans as the paper by Professor Novita Dewi and Dr. Firma will show.

Fortunately, our modern age gives us new tools for a more scientific, formal and
intellectual approach to the topic. New concepts can be applied to old phenomena as the
philosophy of phenomenology teaches us. Respect should be given to people who have
dedicated their lives to research on the oceans. Pope Francis in his Netflix series on Stories of
Our Generation has included a New Zealand pioneer in ocean research. The four Apostolic
Preferences from the 36™ General Congregation of the Society of Jesus can easily be applied
to the Blue Economy. UAP#1 focuses on the need for reflection and discernment. Wisdom is
needed to complement the findings of science and technology. UAP#2 involves walking with
the poor. Many lower income people depend on the oceans for their employment, income and
food. UAP#3 emphasizes walking with youth who will inherit the consequences of trying to
make the oceans sustainable. They can be a great source of employment for young people.
Finally, UAP#4 means that the theme of our Common Home should also include the oceans.

Our reflections will follow the five phases of the Ignatian examen of Consciousness
[LT3F = Light, Thanks, Feelings, Focus, Future] [Hamm, 1994]. They include praying for light,
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reviewing the day in thanksgiving, reviewing the feelings that surface in the replay of the day,
choose one of those feelings (positive or negative) and pray from it and finally looking forward
toward tomorrow. According to Lowney (2003, 2005, 2009 and 2013), this daily exercise is
one of the keys to the Heroic Leadership of the Jesuits over the centuries. It helped them
develop the proper mindset, namely, the abilities to innovate, to remain flexible and adapt
constantly, to set ambitious goals, to think globally, to move quickly and to take risks.

Four unique values created leadership substance: self-awareness, ingenuity, love and
heroism. Jesuits equipped their recruits to succeed by molding them into leaders who:

a. Understood their strengths, weaknesses, values and worldview.
b. Confidently innovated and adapted to embrace a changing world.
c. Engaged others with a positive, loving attitude.

d. Energized themselves and others through heroic ambitions.

The Jesuits offer a leadership model that flows against the tide of most contemporary
leadership models. The stereotype of top down, immediate, all transforming leadership is not
the solution. It is the problem. Downey (2003) explains that Jesuit leadership qualities include:

Always teaching and learning (Magis)

Mold brilliant and eminent “men and women for and with others’

Persevere

Energize themselves by the sheer ambition of their heroic goals.

Innovate by approaching their challenges in ways their predecessors never imagined

Devote themselves to excellence

Remain open to new ideas, even in old age

Honor the truth above their egos

Influence others by their example.
Downey (2003) declares that an introspective journey builds the foundation for success.
Everyone has the capacity to cultivate these leadership skills by committing to the personal
introspective investment that will develop them. Hence, he stressed the vital importance of the
habit of self-reflection. This principle is the basis of the new paradigm of Ignatian Pedagogy
in education [Go and Atienza, 2019] According to Downey (2003), the more senior one’s role
within an organization, the less critical to success are intellectual and technical skills compared
to emotional intelligence. EQ includes self-awareness, self-regulation, motivation, empathy
and social skills. No company values self-awareness so profoundly as the Jesuits. The examen
of consciousness creates an ongoing feedback loop. A basic principle is that we are all leaders
and our whole lives are filled with leadership opportunities. While the Jesuits survived and
flourished for over 500 years, a mere 16 of the 100 largest USA companies of the year 1900
survived to celebrate long enough to celebrate a centennial.

According to American President Truman, leadership is the art of persuading people to
do what they should have done in the first place. This is wise advice of the Blue Economy.
Unfortunately, Machiavelli’s Prince is still the primer for would be leaders who end up without
an ethical perspective. For Machiavellian Theory X managers, the challenge is making humans
work. For Ignatian Theory Y leaders, the challenge is making them want to work. (Downey,
2003). Self-awareness is never a finished product. No depth of self-awareness would save a
person from every misjudgment, nor is that a realistic goal of self-reflection. We need to reflect
on mistakes, learn from them and move on. We have made a lot of mistakes in the Blue
Economy. According to Downey (2003), Magis driven heroes bring energy, imagination,
ambition and motivation to their work. The results take care of themselves. Self-awareness is
no one time project. A challenge that confronts every successful company is to keep reinventing
themselves instead of resting on their laurels.

—STQ@ e oo o
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3. Four Key Concepts for Approaching the Blue Economy
3.1 Tantum Quantum

Basically, the Ignatian Principle and Foundation or Tantum Quantum Principle applies
to the oceans. Focus must be on the proper use and not the abuse of this God given treasure.
Positively speaking there are many opportunities such as new products [particularly new
medicines], creating meaningful jobs and creating wealth in general. Negatively speaking we
need to stop the abuses of the oceans. An ounce of prevention is worth a pound of cure.
Unfortunately, the oceans are both a playground and a battleground.

Go and Atienze (2019) offer a fresh understanding of Ignatian Pedagogy. It is true
learning that requires learning by doing, reflecting and refracting. Refraction is a combination
of reflection and action. In order to experience, reflect and act, learners need to take the three
roles of inquirer, meaning maker and creator. The inquirers have a sense of the wonder and
curiosity about the world around them. They are keenly observant, constantly asking questions,
experimenters and self navigating to find answers to those questions. Meaning makers are
learners who construct knowledge and cultivate it and then reflect on their experience. They
seek patterns, connections and different perspectives. The problem is the tendency resulting for
technology and its “copy and paste” culture to become mere “hunters and gatherers” in the
digital forest. The creator aspects occur when learners create something using what they have
learned. They learn more self-expression, work in teams and solve problems. They apply what
they have learned beyond exams and use it even in novel and uncertain situations. In a
reflection driven context, students need to be encouraged and guided by their teachers to make
“meaning” which results from their exercise of reflection. An action oriented approach means
that the purpose of learning is for students to make an actual difference in the world. They
apply what they learn beyond the test. They make decisions and solve problems in the real
world. There is a transfer of learning. They make a difference in the lives of others and in one’s
own way transform the world. It is like a Venn diagram of three overlapping parts: experience,
reflection and action. The teacher has three roles in refractive learning: designer, facilitator and
coach. In refractive learning, there are three possible types of reflection: conceptual reflection,
metacognitive reflection and personal reflection. On the basic level of reflection, students
answer four questions:

a. What have I learned?

b. How are the concepts and facts related to one another?

c. How do they fit together?

d. How are they related to what I have learned in other topics and subject areas?

Because real world situations tend to be novel, complex and ambiguous, the application
of learning requires deliberate and thoughtful attention to purpose and strategy. Excellence of
one’s learning is best seen in one’s action where action refers to long term and real world
application of what one has learned.

This keynote speech will focus on three topics related to the Blue Economy: stakeholder
analysis, multi-disciplinary analysis and research and the theory of multi-intelligences. It will
be related to the Inspirational Paradigm developed by the IAJBS. We need a new paradigm
for the Blue Economy. Hence the title involves harmony or chaos. The stakes are high. We need
to use SWOT [strengths, weaknesses, opportunities and threats] analysis as well as SOAR
[strengths, opportunities, aspirations and results] analysis in the context of sustainability. The
tools of business such as Human Resource Management, Artificial Intelligence, Marketing,
Operations Management and Strategic Management can easily be applied to issues related to
the oceans. Our focus should be more on the future while learning from past and present
experience. We do not want to waste all our efforts on just describing the problem. We should
be seeking feasible, realistic and authentic solutions. Action Plans at the personal, company
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and government level are needed. There is a hope that this conference will not be a NATO one.
No Action, Talk Only.
In view of the expectations that all participants in our conference bring to the event, apologies are
in order if the paper is not empirical or hypothesis based, too abstract or theoretical or too broad or
not specific enough. Using the Ignatian pedagological methodology we want to be more reflective
and ethical in our approach in the hope that these reflections will lead to more responsive behavior
than supports the sustainability of the oceans.

3.2 Stakeholder Analysis and the Blue Economy

Who owns the oceans? Who will be or are the winners and the losers? There are some
non-human stakeholders that have to be considered even if they are silent. Examples are the
various species of fish and the coral reefs. Business today is arguably the most dominant
institution in the world. As a set of organizations created by humans, business is clearly a part
of society but a distinct entity separated from the rest of society by clear boundaries. The key
stakeholders are business people and entrepreneurs who are the key to success in an
environment without government controls. Their integrity is very crucial. Corporations serve a
broad public purpose, namely, to create value for society. They must partner with a wide range
of individuals and groups in society to advance collaborative goals. Stakeholders’ interest must
be taken into consideration when making business decisions. [Lawrence and Weber, 2011].

This is where the insights of Business Ethics are helpful because there are no external
moral controls. Examples are the shipping, tourism and mining sectors. In terms of national
jurisdictions, some 90% of the fish catch is from Exclusive Economic Zones [EEZs] that
countries are entitled to claim out to as far as 200 nautical miles [370 kilometers]. Illegal,
unreported and unregulated [IUU] fishing highlights the woeful state of governance on the
waters that cover of two thirds of our planet. IUU fishing generates profits of US$ 36 billion
a year and could account for between 20% and 50% of the global fish catch.

There are two central questions about the relationship between business and society.
What is the purpose of the modern corporation? To whom, or what, should the firm be
responsible? According to the Ownership Theory of the Firm, the firm is seen as the property
ofits owners. Hence, the purpose of the firm is to maximize its long-term market value. Owners
are paramount and take center stage in decision making. By contrast, the Stakeholder Theory
of the Firm emphasizes that corporations serve a broader public purpose: to create value for
society. According to Lawrance and Weber (2011), there are three core arguments to support
the theory.

a. Descriptive — the stakeholder view is simply a more realistic description of how
companies really work. As a practical matter, managers direct their energies toward all
stakeholders, not just owners.

b. Instrumental — Stakeholder management is more effective as a corporate strategy.
Companies that behave responsibly toward multiple stakeholder groups perform better
financially, over the long run, than those that do not.

c. Normative — Stakeholder management is simply the right thing to do. The privileges of
great power and control of the vast resources of corporations carry with them a duty
toward all those affected by a corporation’s actions. All stakeholders, not just owners,
contribute something of value to the corporation.

Stakeholders are defined as persons and groups that affect, or are affected by, an
organization’s decisions, policies and operations. Stakeholders include such diverse groups as
customers, employees, stockholders, the media, Governments, professional and trade
associations, social and environmental activists and Non-Governmental Organizations
[NGOs]. Business organizations are embedded in networks involving many participants. Each
of these participants has a relationship with the firm, based on ongoing interactions. Strong
relationships between a corporation and its stakeholders are an asset that adds value. On the
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negative side, some companies disregard stakeholders’ interest. Such attitudes often prove
costly to the company. According to Lawrance and Weber (2011), stakeholders can broadly be
divided into two groups:

a. Market Stakeholders — those that engage in economic transactions with the company as
it carries out its primary purpose of providing society with goods and services. Each
relationship is based on a unique transaction or two way exchange.

b. Non-Market Stakeholders — people and groups who — although they do not engage in
direct economic exchange with the firm — are nevertheless affected by or can affect its
actions.

Non-market stakeholders are not necessarily less important than others, simply because
they do not engage in direct economic exchange with a business. Interactions with such groups
can be crucial to a firm’s success or failure.

An important part of a modern manager’s job is to identify relevant stakeholders and to
understand both their interests and the power they may assert on these interests. According to
Lawrence and Weber [2011], there are four key questions to be answered.

a. Who are the relevant stakeholders? Not all stakeholders will be relevant in every
management situation. Besides identifying, we should also understand the nature of
their interests, power, legitimacy and links with one another.

b. What are the interests of each stakeholder? They are essentially the nature of each
group’s stake. What are their concerns? What do they want from their relationship with
the firm?

c. What is the power of each stakeholder? This means the ability to use resources to make
an event happen or to secure a desired outcome. There are four types of stakeholder
power:

1) Voting Power = the stakeholder has a legitimate right to cast a vote. Voting rights
are proportionate to the percentage of the company’s stock they own.

2) Economic Power = Customers [buy products or services], suppliers [fill orders] and
retailers may have economic power. It often depends on how well organized a
stakeholder group is.

3) Political Power — Governments exercise political power through legislation,
regulations or lawsuits. Other stakeholders use their power indirectly by urging
Government to use its power by passing new laws or enacting regulations.

4) Legal Power — Stakeholders have legal power when they bring suit against a
company for damages, based on harm caused by the firm.

According to Lawarence and Weber (2011), in practice managers pay the most attention
to stakeholders possessing greater:

a. Salience — they stand out from a background and are most important. Salient
stakeholders have power, legitimacy and urgency.

b. Legitimacy — the extent to which a stakeholder’s actions are seen as proper and
appropriate by a broader society.

c. Urgency — the time sensitivity of a stakeholder’s claim and the extent to which it
demands immediate action.

Generally speaking, the more of these three attributes a stakeholder possesses, the greater
the stakeholder’s salience and the more likely that managers will notice and respond. It also
helps managers see how stakeholders coalitions are likely to form and what actions are likely.
Building positive and mutually beneficial relationships across organizational boundaries is a
growing part of management’s role.

Today it must be acknowledged that the external environment of business is dynamic and
every changing. Most companies operate in a swirl of social, ethical, global, political,
ecological and technological change that produces both opportunities and threats. According
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to Lawrence and Weber (2011), there are six dynamic forces shaping powerfully business and
society.

a. Changing social expectations — Business should be more responsible.

b. Growing emphasis on ethical reasoning and action. There is a need for guidelines about
that is right or wrong, fair or unfair and correct or wrong.

c. Globalization — We live in an increasingly integrated world economy, characterized by
the unceasing movement of goods, services and capital across national borders.

d. Evolving Government regulations and business response. The role of Government has
changed dramatically in many nations in recent decades.

e. Dynamic natural environment — All interactions between business and society occur
within a finite natural ecosystem.

f. Exploration of new technologies and innovation. Technology is one of the most
dramatic and powerful forces affecting business and society.

These powerful and dynamic forces establish the context in which businesses interact
with their many market and non market stakeholders. Since the relationship between business
and society is continuously changing in new and often unpredictable ways, management must
try to meet reasonable expectations of stakeholders and society in general. A successful
business will meet all of its economic, social and environmental objectives. Hence, the purpose
of the firm is not simply to make a profit, but also to create value for all its stakeholders.

Paine (2023) emphasizes that stakeholder capitalism can take many forms but few leaders
distinguish among them. The challenge is the failure of corporate leaders to establish a shared
understanding of which form they are embracing. This leads to confusion and controversy. The
solution is to reduce the risk of such misalignment. Leaders should be clear about which version
of stakeholderism they are espousing and what it will take to deliver on that commitment. Paine
(2023) describes the four main types:

a. Instrumental Stakeholderism which tries to maximize long term shareholder value. It
rests of the hypothesis that the interests of all stakeholders can actually help maximize
returns to shareholders. Thus, the interests of different stakeholders are interdependent.
The problem is predicting which course of action will most likely maximize long term
stakeholder value. The longer the time frame, the more speculative the exercise.

b. Classic Stakeholderism which respects stakeholders’ legitimate claims. Some
shareholders’ interests should even be addressed when they do not contribute to
shareholder value. The legitimate concerns of constituencies other than shareholders
also must receive appropriate attention as expressed in the Business Roundtable of
1981. The problem is that determining which interests must be respected is not always
easy. There are also difficulties in resolving conflicts between stakeholders’ claims.
Moreover, there is a lack of a single decision rule for resolving trade-offs.

C. Beneficial Stakeholderism emphasizes improving outcomes for stakeholders. It lies in
measuring the improvement of stakeholders’ well-being. Thus, the company’s directors
“balance” or “consider” the interests of its various stakeholders when setting policies
and making decisions. In the case of safari tourism, this means considering the well-
being of the silent stakeholders = the animals themselves. In the case of oceans, it is the
millions of fish there. The main problem is facing the trade-offs among different
interests.

d. Structural Stakeholderism which tries to increase stakeholder power. This calls for
giving new shareholders voting or other powers in the governance process. For
instance, employees are the stakeholder group most often given Board Representation.
It is based on the hypothesis that corporate boards should comprise representatives of
various stakeholder groups.
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3.3 Multidisciplinary Approach to the Blue Economy

In the field of tourism, Jafari-Jafari has created his marvelous interdisciplinary wheel. It
shows us how the insights of many different academic disciplines can be applied to the field of
Tourism and Hospitality Studies. Tourism can be used properly or abused. Similarly, the oceans
depend on cooperation between many academic fields, especially geology, geodesy, geophysics
and geography.

Examples of practical needs related to the ocean include the fishing and seaweed industry,
navigation and marine transport, marine biology, marine zoology and mapping the oceans.
Examples of business areas include sea food production and processing, coastal and marine
tourism, direct foreign investment as well as governance of the high seas.

Business Ethics and Corporate Social Responsibility [CSR] issues includes overfishing,
the environmental impact of economic activities on the oceans [especially deep sea mining],
waste disposal in the ocean [especially plastics], welfare of fishers [especially migrant
workers], human trafficking of fishers from developing countries, protecting marine biological
diversity, marine cybersecurity governance, regulating sea exports and deep sea mining. Hence,
the wheel of Jafar-Jafari could be modified for Blue Economy studies.

3.4 Multiple Intelligences and the Blue Economy

The Theory of Multiple Intelligence of Howard Gardener can easily be applied to the
Blue Economy. It is a sharp contrast to the current fad about Artificial Intelligence which does
not have any “social skills”. Many stakeholders have intelligences not measured by the normal
1Q test that only measures verbal and mathematical/ scientific skills. The best example is spatial
intelligence. Fishers and navigators in the South Pacific have for centuries traveled thousands
of kilometer without the use of the tools of modern technology such as radio contact or the
GPS guidance system. Traditionally long-distance voyages relied on sea swells, clouds, the
flight of birds and the star compass in Oceania [Micronesia (North West), Melanesia (West)
and Polynesia (East)].

These multiple intelligences should be included in efforts to solve problems related to
the oceans. There have been developments like Emotional Intelligence [EQ], Adversity
Quotient [AQ}, Social Intelligence [ScQ] and even Spiritual Intelligence. It is important to
avoid an intellectual “ethnocentricity” of scientists and academicians. There is a need to listen
to “little people” in developing countries whose lives depend on the Blue Economy. For
example, the oceans may contain elements used in the cure of many diseases as we have seen
in the case of herbal, traditional medicines. Hence we should not so much study the oceans as
learn from them.

“Soft skills” [empathy, emotional, social and spiritual intelligence] rather than technical
skills are the keys to success in some companies operating in the Blue Economy. The Great
Resignation proved that enterprises cannot merely hire hands or brains. The whole person
comes to work with body, mind, heart and soul. For example, hospitality workers are more
Emotional Workers than Knowledge Workers. Some work requires people with a great deal of
knowledge and the ability to work under pressure and exude some authority. People no longer
are willing to accept low paying jobs without any meaning for them.

The work of Howard Gardner in the area of Multiple Intelligence Theory [MIT] adopts
an “alternative view” based on a pluralistic view of the mind. It recognizes many different
facets of cognition besides the traditional measure of verbal and mathematical skills of the
Intelligence Quotient [IQ]. Western society has embraced the formal testing mode to an
excessive degree. There needs to be more emphasis on assessment rather than testing as well
as the uses of multiple measures. The “assessment view” values the development of productive
and reflective skills cultivated in long term projects. The IQ test has been regarded as
psychology’s biggest success - a genuinely useful scientific tool. The IQ test normally taken
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by an 11 year old serves as a reliable predictor of their later performance in school. 1Q tests
predict with considerable accuracy but they are an indifferent predictor of performance in a
profession after formal schooling.

Human cognitive competence is better described in terms of a set of abilities, talents and
mental skills called multiple intelligences. MIT pluralizes the traditional concept of
intelligence. Each intelligence must have an identifiable core operation or set of operations. All
of the original seven intelligences are equally valid. The mind is a multi-faceted, multi-
component instrument that cannot in any legitimate way be captured in a single paper and
pencil style instrument. Cultures profit from differences in intellectual proclivities found within
their population. Everyone should receive an education that maximizes his or her own
intellectual potential. Howard Gardener initially listed seven intelligences: linguistic; logical-
mathematical [scientific ability]; spatial [mental model of spatial world]; musical; bodily
kinesthetic; interpersonal and intrapersonal.

4. Major Challenges Facing the Blue Economy

The major problem facing the oceans is that there is no government supervision of the
high seas. However, there have been some international agreements about the High Seas but
ultimately there are unenforceable. As a result, a kind of “Wild West” mentality that is based
on the idea that “might make right” is becoming more common. A good example is the
controversy in the South China Sea between China and the Philippines over fishing rights. This
situation cries out for some ethical and legal guidelines. There is a need to fortify the influence
and power of legitimate international institutions like the World Court in the Hague, the World
Trade Organization and International Maritime Institutions.

The famous economic principle of the Law of the Commons certainly applies to the
oceans. The lessons have not been learned. Overfishing is a tragedy of the commons =
individuals and countries motivated by short term self interest overconsume limited resources.
It is an example of market failure according to Adam Smith. The sea’s resources need to be
looked after better by countries, consumers, companies and fishers. They all have a stake in the
sustainability of the ocean. Belatedly, governments, multi-lateral institutions, conservation
groups and even fishing interests are now recognizing the scale of illegal fishing and resolving
to tackle it. A major concern is the rise of nationalism and self interest that is destructive of the
environment.

More specifically, issues such as illegal fishing, maritime transport as well as ecological
and environmental problems resulting from the pollution of the oceans. More controversial
issues include the fight for sources of new drugs for pharmaceutical companies, mining the
oceans for scarce raw materials as well as the protection of millions of discovered and
undiscovered species living in the ocean.

There are also plans to site nuclear power plants in the ocean rather than on land — either
floating on the surface or moored beneath. Marine contractors have made big leaps in
productivity in recent years from dredging and land reclamation to offshore construction of oil
platforms. Costs have dropped even as the speed and quality have increased as ships work in
deeper, colder waters. Underwater robots have supplanted divers.

Another important issue is the military security and the ocean. Unfortunately, the nuclear
arms race and nuclear submarines have militarized the oceans. Interestingly, the decline of the
great colonial naval powers of England, The Netherlanda, Spain and Portugal have been
succeeded by the rise of the US, Russian and Chinese navies
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5. Recommendations
Some practical recommendations include the following:

a. Rich donors should contribute to fisher cooperatives in developing countries [ funds,
expertise and even volunteer tourism].

b. There should be improvements in the export facilities for the fishing industry in
developing countries. Moreover, they should try to add value to the final export product.
Social entrepreneurs in importing countries can help improve the whole process.

C. There should be a major effort to increase the recycling of plastics to stop the pollution
of the oceans and the disruption for fish. This should involve constructive cooperation
between environmental activists and the major petroleum companies that have a vested
interest in the continuing production of plastics.

d. Consumers should be encouraged to take a coastal vacation or a cruise ship vacation to
support the Blue Economy directly. This especially helps fishermen, maritime workers,
truck drivers and all involved in the global supply chain that supports cruise ship
tourism.

e. In general, a greater effort must be made to appreciate more the “little people” involved
in the Blue Economy and how they are “street wise”. The pandemic taught us the new
term of “essential workers” like doctors, nurses, transport workers, garbage collectors,
etc. Workers involved in the Blue Economy can also be called “essential workers”.
Hence, we need to abandon elitist thinking and value manual workers more.
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ABSTRACT

Southeast Asia nations have experienced several confrontations with China in waters around
“South China Sea”. In 2020, Indonesia lodged a protest to the United Nations regarding China’s action
of placing dozens of Chinese fishing vessels with coast guard on waters near Natuna Island. China
claimed the location as its sovereignty using a traditional “Nine Dash Line” argument. Indonesia then
countered with placing warships and F-16 fighter to patrol the region. This article analyses the event
using politico-historical approach to understand the characteristic of China’s behavior. China had
developed into modern country with strong confident nature. Its strong economic development
compared to those of the Southeast Asia nations allegedly played role in policing the action. China’s
Belt and Road Initiatives (BRI) project which collaborated with around 120 countries made it stronger
in its global influence. With this superiority, China could be thinking that Southeast Asia nations will
weaken its stance if facing a conflict with the country. However, in the incident in the waters around
Natuna in 2020, Indonesia took a “no compromise” stance — different from that of other neighbouring
Southeast Asian country had taken - clearly marked the balancing strategy. This action can be said as
a sturdy effort to secure Indonesia’s Blue Economy plan.
Keywords: Natuna Island, South China Sea, China, Indonesia, Hedging strategy.

1. Introduction

Early 2020 after Indonesian Joko Widodo (Jokowi)’s second term presidency, tension
between China and Indonesia raised up. China was reported to place its coast guards along with
their fishermen ships around Natuna island, South China Sea. Indonesia claimed it’s illegal
and a mean challenge to its sovereignty. Jokowi’s first term Minister of Maritime Affairs and
Fisheries, Susi Pudjiastuty, had punished many illegal vessels illegally entered Indonesian
waters. This provocation is a kind like repeating the 2016 incident when Kway Fey motor boat
entered the exclusive economic zone (EEZ) of Indonesian sea in March 19, 2016. For the latest
action, Indonesia lodged a protest using the United Nations Convention on the Law of the Sea
(UNCLOS) 1982, which gives Indonesia exclusive right to utilize the resources located in the
location. The Law governs international sea affairs i.e. the territorial sea, the contiguous zone,
the exclusive economic zone, and the continental shelf (Caruana, 2023). China should respect
that since it has also been UNCLOS participant since 1996. In response, Indonesia placed its
military fleet.

Chinese action recently has troubled Southeast Asian countries like Vietnam, the
Philippines, Malaysia and Brunei Darussalam on Spratly and Paracel islands. Those Southeast
Asian countries were also basing their claims on UNCLOS 1982 while China used the
traditional Nine Dash Lines arguments. Why China repeated the provocative action to her
neighborhood countries? This article tries to explain the background of this behavior
historically. While this seems to criticize China, it should be read in a friendly spirit. As the
progress in the following years had showed a closer collaboration between two countries as
witnessed by Indonesia’s first High-Speed Rail Project (The Whoosh) and the ongoing IKN
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giant project, the moving of the Indonesian capital city from Jakarta in Java Island to East
Kalimantan which had invited many Chinese investors in the construction.

The organization of the article is as follows. Next section will be Literature review
focusing on the short review on international relation, continued with research method and
research findings. The ‘findings’ will consist of historical perspective to understand Mainland
China’s culture, a discussion on characteristic which plays important role to the action and
eventually on the dispute with Indonesia in Natuna Waters. The article will close with a
conclusion.

2. Literature Review

In the study of international relation, two concepts of alignment politics most widely
studied are alliance and the balance of power (Walt,1987; Claude Jr,1989; Snyder, 1997; Paul
et al. 2004; Nexon 2009). Meanwhile, a certain alignment or behavior of a certain country
towards another has been discussed using a milestone work of Kenneth Waltz’s 1979 book and
by works of other scholars related topics in 1980’s and 1990 (Kuik 2016: 1). It shifted from the
early Cold War era to post-cold war era. During the cold war, much of the literature
concentrated on alliance and the opposite choices of neutralism, neutrality and non-alignment
(Martin, 1962; Lyon, 1968). The post-cold war era, the discourse of alignment focused on two
extreme polarization: the ‘balancing versus bandwagoning’ and several ranges in between
namely the “hedging” strategy (Soong 2021). Several literatures have expanded the analysis of
alignment behavior into several categories such as engagement, binding, buck-passing, soft
balancing and, hedging and limited-alignment. The hedging is necessarily a ‘middle’ position
situated between two polar of the balancing—bandwagoning spectrum (see Figure 1 of Kuik
2016). Kuik developed the range of hedging by the degrees of rejection and acceptance. The
two extreme behaviors were modified into “full-fledged balancing” as the highest degree of
power rejection and at the other side is the “full-scale bandwagoning” representing a full power
acceptance.

Further Kuik developed the other attributes of hedging that is not only a middle position,
but also an opposite position. There are two other sets of mutually counteracting policies: the
‘returns-maximizing’ and ‘risk-contingency’ options (Kuik 2016: 505). The first option is
chosen to maximize economic, diplomatic and political benefits from a positive relationship
with a rising power when all is well, whereas second option is designed to minimize and
mitigate risks if things go awry.

Theoretically speaking only strong states may lead or determine the direction of the
bandwagon in the relationship between two countries. In the relationship between China and
Southeast Asian countries, China can be assumed to be stronger at least in two key aspect:
population and the economy. Even though it is difficult to get the exact information about
China’s military power, one may assume that with its economy today China can build its
military power better than during the past years. Based on above fact, China has potential to
lead the direction of the relationship with Southeast Asian countries.

In relation with the collaboration between China and ASEAN countries during the OBOR
and BRI scheme, Jenn-Jaw Soong created a further model (Soong 2021) developing the scheme
from the spectrum between balancing and bandwagoning. In the special issue of Chinese
Economy journal, scholars from the ASEAN countries analyses this relationship. This effort is
worthy noted since its special characteristics: the relationships was seen from the viewpoint of
Southeast Asian. Until the second decades of the 21% century, Southeast Asian tend to be
pragmatic in the relation (e.g. see Pelkmans, 2019). Southeast Asian after releasing the ASEAN
Economic Community in 2003 had become the third largest economy after the EU and the US,
in term of population.
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There was a range of hedging strategy of the Southeast Asian in response to China’s BRI
project. Chosen from the representative countries it shows picture of Southeast Asian views
toward the giant’s offer: The Philippines under the Duterte administration had adopted a
positive attitude towards China and tended to bandwagon. However, due to China’s behavior
in the South China Sea, the Filipino was cautious towards the collaboration (Chao 2021).
Malaysia under Najib and Mahathir 2.0. admininstration showed a supportive stance towards
China’s offer (Chin 2021). Vietnam’s response towards China’s initiatives was not easy to
understand. (Vu et al. 2021) mentions that Vietnam’s strategies towards China’s BRI are a
mixture of contradictory policies between support (bandwagoning strategy) or denials
(balancing strategies). Thailand also in this point not yet showed a clear long term strategy
towards China. Even though it has signed project in transportation network, public in Thailand
still cautious toward China due to the country’s past images. They feared that China’s BRI was
a kind of plan to dominate Thailand (Punyaratabandhu & Swaspitchayaskun, 2021). Myanmar
showed a strong relationship with China especially with the initiation of three big projects.
However, in the middle of collaboration, some of them were corrected unilaterally by Myanmar
showing somewhat ‘balancing’ (Soong & Aung, 2021). However, it is quite difficult to
determine Myanmar stance toward China to this end.

Indonesia as mentioned in the beginning, while maintaining close collaboration with
China, the country showed a clear balancing strategy as evidenced by its sturdy position during
the Natuna Waters incident early in 2020. Mursitama & Ying (2021) posited that Indonesia had
implemented a “hedging strategy with a sense of balance rather than joining in with China via
bandwagoning”. However, Indonesia was keeping its international policy to be ‘friendly with
all country’ as expressed with its term “bebas aktif’, collaboration in projects with China keep
going up to present days (see Anwar, 2024, and Iksan and Soong, 2022).

3. Research Methods

This study is historical in analyzing certain event (Torou et al. 2010) using an approach
of Archival Research (Briere 2021: p.9). This kind of research studies the variety of repositories
including manuscripts, letters, photographs, images and sound materials, artwork, books,
diaries, artefact and so on. This study uses both primary sources: sources created by persons
directly involved in the events, reflecting their point of view (Briere 2021: p.10) and mostly
secondary sources, sources not based on a direct observation of an event or on evidence directly
associated with the subject, thus relying on pre-existing primary sources (Briere 2021: p.10).

In historical research, verification of sources is important. Two types of verification were
used in this study, namely checking the authenticity and the credibility (Kuntowijoyo, 2013:
77-78). Authenticity is the utmost important particularly in determining the primary source to
be used in the research. The authenticity of the secondary source can be determined for example
by checking the publisher or parties which released the documents. Next step is to determine
the credibility of the documents (or sources). Determining the credibility may involve various
activities such as cross-checking all aspects of the information presented in the document (or
expressed by research sources), for example: the places, event in the picture (photograph), the
actor mentioned in the document, etc. Sources in this study were mostly secondary and had
been passing through the process of verification for their authenticity and credibility.

The sources of this study have been chosen based on sound academic consideration. For
the history of China, seminal book written by June Teufel Dreyer, “China’s Political System —
Modernization and Tradition” was chosen. The book was one of text book in the China Political
System Course in the Graduate Program of Political Economy NCKU conducted by Professor
Chin-fu Hung, a respectable China analyst from Taiwan. References about politics were
recommended by ASEAN specialist from the same institution, Professor Jenn-jaw Soong,



20 | PROCEEDINGS THE 3*P INTERNATIONAL CONFERENCE ON ECONOMICS,
BUSINESS, AND MANAGEMENT RESEARCH (ICEBMR)

while news about the event (incident) in Natuna in 2020 were taken from reputable sources
such as The Diplomat, The World Politics Review and University of Indonesia web page.

4. Research Findings and Discussion
4.1 Research Findings
4.1.1 Mainland China’s Culture: A Historical background

China has a long history of civilization. Emperors and dynasties have pictured China for
thousands of years. When the western came to China in 19th century for trading, the culture
was mixed. Hence, intrusion of western tradition and culture was rejected. The Opium War
(1839-1842) signalled a strong confident for China to stand on her own feet. However, in
practice China used both of its own tradition with western culture particularly in technology,
for example in military technique. Dreyer (2019) in her book “China’s Political System —
Modernization and Tradition” mentioned six major events that picture China’s history. The
first is imperial government that ruled China since around 2000 BC (see Dreyer 2019: p. 27).
The long history of imperialism by various dynasties had shaped China’s culture. Bringing a
high degree of culture, particularly the Chinese letter and other technology undoubtedly had
given the people basic underlying confidence almost towards everything.

The second major event was the overthrowing of the Qing dynasty in China which can
be divided into 2 parts: first is that by the Nationalist and second is that by the Communist. The
new generation at the end of 19 century, however, emerged with confidence by rejecting their
own Confucianism tradition. For “the sake” of Modernization of China, Dr Sun Yat Sen
introduced an idea of Three Principle of the people: People’s Nationalism, People’s Democracy
and People’s livelihood. The imperialism in China was ended in 1911 and Sun Yat Sen was
said to play important role in this collapse. Later the KMT took control over China but the
government was run by Sun’s successor, Chiang-Kai Sek (because Sun died in 1925). Sun
founded a Chinese Nationalist Party: The Kuomintang (KMT) - but had never seen the
advancement. His successor play role in leading the party: Chiang Kai-shek. He lead the nation
and almost successful in uniting many elements in the country. It seems that the ideology:
Confucianism was in acceptance among the people. However, with the ideology, China remain
poor and weak (eg toward the western and Japan). In a view decade, the KMT government fall
resulted from a combination of internal weaknesses, war with Japan and the insurgency of
communist (see Dreyer 2019: 2).

A new history emerged in China after it held basic level election in 1953 which gave the
“unpredicted victory” to the China’s Communist Party (CCP). The Constitution was then being
ratified in 1954. Anomaly of implementing the democratic government based on their own
argument happened in China. There were two parallel hierarchies in the Country: the party and
the Government with interlocking memberships (Dreyer 2019: 80). There is an overlap
leadership position (and this is the very different dynamics from the western concept) aiming
to the superiority of the ruling party. In choosing the personnel to certain position, a democratic
centralism was practiced: individuals are chosen rather than elected in free competition.

Ideology indoctrination was to be implemented to the common people. It drew average
individual into party process e.g. by founding many mass organizations such as a communist
youth league, a trade union federation, a women organization, and a medical association. To
reach the participation on personal level there were study group managed by the dunwei (work
unit) in urban areas and broken down into xiaozu (the small groups of 8-15 people). However,
after several years running, due to the boredom of the people, much fake participation was
generally to occur.

In Mao’s era, China was declared as a Democratic Dictatorship with four classes:
workers, peasants, petty bourgeoisie (tradesmen, peddlers, small shops owners), and national
bourgeoisie (adoption of parliamentary forms during China’s bourgeoisie-democratic phase
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during the revolution). During the time, it suppressed the “lackeys of imperialism” which are
landlords, bureaucratic capitalist and KMT reactionaries (Dreyer 2019:77). During these early
years of administration, he launched several mass campaigns to build enthusiasm among the
people. At the same time, it declared the National Language which was the Common Mandarin
to be used in official documents (see Dreyer 2019: 4).

4.1.2 The Great Leap Forward (1958-1961)

The third major event was Great Leap Forward was the effort of Mao to modernize China
using the local advantage of the abundance of work power (human resources, because of high
number of population) and certain traditional techniques. The Great Leap Forward’s message
is radically egalitarian (Dreyer 2019: 4). It tried to implement Marx’s teaching of communism
“from each according to his ability, to each according to his need”. The movement was
preceded by Mao’s speech in February 1957 as a second effort to encourage freedom of speech
which brought consequences such as external periodicals entered the country and let the citizen
become open minded and become bolder to the government. Several events believed to be
impacted by this attempt such as students in Beida University China criticized the government
with posters. In Tianjin, engineers stated that the party had promised China with a revolution
but actually no more than a change of dynasty. Other critics came from a journalist who
mentioned that the party had been estranged from the masses and the members were “flatterers,
sycophants and yes-man” (Dreyer 2019: 86-87). From intellectuals, a professor mentioned the
CCP leaders were somewhat as people with petty bureaucratic mind. The professor further
stated that Marx and Lenin would be unhappy to realize that their doctrine was applied so
rigidly by CCP leaders in China. From countryside, the peasants complained about the
cooperatives and demand their land back. In urban areas, workers complained about the wage
system and stated it was irrational. Some other people even opined that they had been better
off under KMT government and in further region; some ethnic minorities advocated splitting
off from China.

The Great Leap Forward was made in an attempt to implement communism in a way
compatible with Chinese condition. The Chinese copy the implementation of Marx theory from
Russia. At the same time Russia sent a number of advisers to China to help increase the
economics and ethnology. However, PRC leader was aware that the condition of China was
different from Russia, called for a reinterpretation to China’s context. In attempting this, Mao
wanted to reduce differences between the city and countryside. By this way, Mao tended to
enhance the equality among the people. He contended that the county’s problem could not be
solved just by upgrading the cooperatives and the villages, but also by growing the bureaucracy.
Mao had a very much concern with the urban-rural gap since he was a product of rural
upbringing. That’s why he emphasized equality during his leaderships. Mao contented that it
should not be a dichotomy between the ideologically pure (the communist) and the technocrats
(the bourgeois). He exerted that China needed people who were both “red and expert” (Dreyer
2019: 88).

During the Great Leap Forward, several initiatives were conducted. In infrastructure
sector, there were initiative to collaborate the cooperatives in China in building the dam and
other water control work. The idea of the project was to rely on local people and resources to
help the country. The communes (combining several cooperatives) was started in 1958 later
made large scale changes in term of economic, politic and sociology. In industry sector, Mao
put a very confidence slogan to enhance the production such as (to) “overtake England in steel
industry in 15 years” and “More, better, faster and cheaper”. There was also “the walk on two
legs” slogan used as a new way of production: combining heavy industry which was capital
intensive and labor intensive for traditional industry (for example in textile and medicine
industry). In the education sector: there was a xiaxiang or “sent down” program. It was a
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program of sending young scholars to villages to educate peasants while let them learn
agricultural techniques to enhance production for the country. In agricultural sector there were
new agricultural techniques applied such as: the double-wheeled, double-bladed plow, a closer
and deeper seed planting (Dreyer 2019: 91).

The evaluation made by the party published in “The Red Flag” journal November 1958
concluded that they had not yet reached communism thus need to modify the practice of “from
each according to his ability, to each according to his work”. It was reported that most people
reacted to the formula by not working hard, some other by passively resisting, engaged in active
sabotage by destroying property and killing their animals rather than collected them to the state
(Dreyer 2019: 91). The result was not as intended and was disastrous for Chinese society.
People were not being motivated to work hard and many were found to work as minimum as
possible to get as much as possible.

4.1.3 The Cultural Revolution

The fourth major event was happened around 1966. Mao unleashed the revolution to
purge the country of Soviet, other western countries and traditional influences. It wanted to
purify the country of both foreign and decadent old influences (Dreyer 2019: 4). It started with
Upheaval Phase (1966-1969) attacking young party’s official of Shanghai Yao Wenyuan and
to two historian-playwright, Wu Han and Deng Tuo. It marked the beginning of the Cultural
Revolution in November 1965. At that time cult of Mao became escalating and everything
contra-Mao was perceived as negative. During Cultural Revolution, both western and
traditional Chinese became suspect for its bourgeois/ feudal content. It was reported that books
other than the works of Mao disappeared from bookstores.

In August 1966 Mao called out the Red Guards, young people from five pure classes
which are: workers, poor and lower middle peasants, soldiers, party officials and revolutionary
martyrs to enforce revolutionary purity by attacking the “four old”: old ideas, culture, habits
and customs (Dreyer 2019: 97). The guard also ransacked museum and religious institution
and destroying their contents. At elite level there was a power shift from party organization to
a group called “The cultural Revolution Small Group” with Yao Wenyuan, other Shanghai
radicals and Mao’s wife Jiang Qing as prominent members. The Cultural Revolution was
militantly egalitarian: anyone who had had authority over anyone else could be accused of
being a corrupt power holder. Many people were tortured or driven to suicide. Unexpectedly,
among the victim was Deng Xiaoping at that time served as party secretary general.

In February 1967 Premier Zhou Enlai convinced Mao to opt for a moderate policy. A
new body called revolutionary committee was ordered but there were many disputes and rivalry
among the elite groups. The effect of Cultural Revolution to China’s culture was devastating.
Among these consequences included: Long serving leaders were being replaced with new
leaders whose experience were limited; the relationships of authority were destroyed or
weakened; the party and ministries ceased to function; the role of military had been greatly
enhanced; the production declined and there were drastic effect on educational system; both
foreign and traditional influences in culture were dropped sharply; and a large number of lives
and careers damaged.

4.1.4 The modernization by Deng Xiaoping

In December 1978 Deng introduced Four Modernization Program which considered as
the fifth major event. It aimed to bring the PRC to be ranked among the more developed
countries by 2000. The focus of the modernization was truly economic advancement, by which
had enormous sociopolitical effect. Deng abandoned Mao’s emphasis on class struggle and
social revolution for creating prosperity. The definition of socialism was seemed to be shifted.
In the era of Deng it was acceptable to the people to be rich as long as it was the result of hard
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work, not by inheriting wealth. Even though there is still a note of the statement: “... but it is
not necessary all people to be rich at the same time” but it was acceptable for some people to
be richer before others (Dreyer 2019: 107).

During Deng’s administration the “iron rice bowl” come to end. There was no guarantee
for all people to get the job, only those who perform will. The “redness” was no longer more
important than expertise. The class label as capitalist and landlord which was hereditary were
removed. Deng also announced the “open door” to the advanced countries in the world to
modernize China. In politics, Deng offer a more democratic elections, including reviving the
Chinese People’s Political Consultative Conference (CPPCC) as a united front that had
disappeared during the Cultural Revolution.

Deng tended to select the best of the west and east tradition and mixed them together.
The Open Door policy enabled student to study abroad (mainly to the west) to get knowledge
that later would be implanted in country after they are back. Deng’s policy was more market
oriented and the prosperity was the aim. Deng seems to be more liberalist. This give more
confident to China’s government as well as to the people. Dreyer (2019) asserted, however, the
leader mentioned that Western concept such as separation of powers, the theory of check and
balances and human right were not appropriate to China. This shape the culture on how China
interacts with other country in future years.

4.1.5 The Tiananment Incident in 1989

The sixth major event was the Tiananment Incident in 1989. Since 1987 demonstrations
had been escalating in Beijing by the student demanding the greater democratization and the
return of the “four freedom” clause in the constitution that had been deleted in 1980. By then
the leftist group got a ‘proof’ that granting freedom to people would lead to chaos and
disruption. The group started a campaign against the bourgeois liberalism. In the executive
level, Deng sounded the restoration of party’s tradition of democratic centralism. April 1987
the tide turned to reformist: Deng told foreign visitor that the leftist tendency in the party was
jeopardizing the Chinese economic reforms. Zhao Ziyang an elite of the party delivered speech
with liberal overtones (Dreyer 2019: 118). In November 1987, the Thirteen Party Congress
confirmed Zhao as general secretary and first vice chair of the CMC. Deng, together with Li
Xiannian and Cheng Yun resigned from the politburo due to the advanced age and enter the
Central Advisory Commision. The new standing committee of the Politburo had a 3-2 leftist
edge in the politburo.

The Seventh National People’s Congress in March-April 1988 appointed two elderly
leftist with military background: Yang Shangkun and Wang Zhen as president and vice
president of the PRC and Li Peng as premier. At that time there was a high inflation rate 18.5 %
official figure but analyst estimated up to 50%, the worst since 1949 in China. At the Thirteenth
Central Committee’s Third Plenum in September 1988 it was decided that price reform (as had
been proposed by Zhao) were postponed indefinitely. Other solution seemed to be favored by
leftist: cutting back on capital construction, recentralize the decision making, and rectify the
ideology (Dreyer 2019: 119). Zhao’s activities in the economy diminished while leftist like Li
Peng became more active. Deng worried about the consequences of his own reform program.
Anti-Deng attitude became publicly common. Intellectual called for greater freedom and
release of political prisoners. In one occasion, students spoke openly during the
commemoration the seventieth anniversary of the May fourth movements in 1919.

In April 26, 1989 the the Renmin Ribao published editorial prohibiting the protest which
were counterrevolutionary, and stated that troops would be sent in to quell the “chaotic
disturbances” (Dreyer 2019: 120). The students who generally considered themselves as
patriotic remonstrator were insulted with the editorial and held a march of 100,000 students
into Tiananmen Square. They were supported by 1 million Beijing citizen who many marched
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with them. Party and government leader were not pleased. Leaders were criticized by name
including Li Peng and Deng Xiaoping. Zhao Ziyang attempted to intermediate the protestors
and the party’s hardliners but rejected by the politburo.

On the other location, Li Peng chaired a meeting of several thousand party, government
and military officials announcing the implementation of Article 89 of the country’s constitution
and declared a martial law in most of Beijing. Zhao was the only standing committee of
politburo not present in the platform which was nationally televised. It signed that Zhao’s place
was occupied by PRC president and party CMC general secretary Yang Shangkun. Sunday,
June 4, troops attacked the demonstrator. Government reported 300 people were Killed but
foreign and dissident Chinese estimated more (Dreyer 2019: 6). The message for the Chinese
Communist Party was clear: the people were dissatisfied with Deng’s plan to build socialism a
la Chinese Characteristic. After the demonstration eased, China government made a number of
adjustments to economic policy in an attempt to deal with people’s grievances.

4.1.6 General overview on the major events had pictured Chinese Culture

Communist ideology appealed many people in the country as a solution of their problem.
Even though it is western idea, Mao Zedong had discussed and made explanations on it
thoroughly (see Foreign Language Press, 1961) so he convinced the people that the ideology
will be successfully implemented in China. Mao was hardly struggling to adopt the ideology.
During his early years in office, Mao seemed to embrace all countries’ components including
its “enemy”’, the KMT as the implementation of Mao’s creative adaptation towards Marx called
“On the New Democracy”. Different from that during the KMT era which the form of
parliament was an alliance between KMT and CCP, in Mao’s era it was composed of several
different classes.

The series of campaign held functioned as gathering many Chinese components which
were tend to loyal more to clan, village and province than to the nation. It was a clever strategy
of Mao to build a sense of nationalism by explicitly mentioned its external threat. The term of
“unity and patriotism” was the concrete form to the society as Sun Yat Sen described it as “a
sheet of loose sand” (Dreyer 2019: 78). The fourth campaign was seen by new observers as the
internal problem that the party could’t solve. The series of campaign meant to purify the party
as well as its organ from non-communist true believers.

The implementation of Marx in the production seemed to over emphasized on the man/
women as a means of production, and less considering them as a human being e.g. people ate
at mess hall for the sake of saving time from cooking and reduce the waste; married workers
lived in dormitories segregated by sex (See Dreyer 2019: p.91). The approach taken by the
Chinese government was sometimes too strict that tend to breach (break) the human rights.
The motivation was not to build from inside (the people) but from outside (the government,
rule). It would not motivate the people to do the program sincerely.

Regarding to the Cultural Revolution, western analysts tended to comment it negatively,
however, there is at least scholar regards it as somewhat positively. It was understood that
during the campaign the Red Guards were taking over the public space in China, creating a
sense of chaos. Baum (1971:3) acknowledged an anarchy but not totally anarchy. Commenting
on Mao's action in putting down many Chinese Communist Party (CCP) personnel alleged as
his “enemies”, Baum mentioned that it was not liquidating those persons but should be seen as
a kind of ‘educating’ those cadre in order to improve his/ her understanding on his teaching. It
could be true, since, after some time they were ‘liberated’ and restored to favor on a
probationary basis (Baum 1971: 3).

Mao passed away in 1976 and his successor Deng Xiaoping abandoned his emphasis on
class struggle and social revolution for creating prosperity. The difference from the previous
leader is that the first tend to select the best of west and east tradition, while the latter
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implemented an Open Door policy to the west. In short, the leadership orientation of Mao was
in favor of equality while Deng in prosperity. Deng implemented the policy that was more
market oriented. By this practice, the prosperity did come to reality. Business people and
farmers gained advantage for they can set the price (to keep up with cost production). Deng
seems to be more liberalist. However the 1989 demonstration was a sign that many people in
PRC dissatisfied with his policy. After the demonstration there were adjustment to
accommodate what people wanted. Surprisingly the leader said that Western concept such as
separation of powers, the theory of check and balances and human right were not appropriate
to China.

Tiananment incidents raised attention to public because there is a change in China. People,
especially the student became more brave to criticize the government. The government, on the
other hand exhibited its power by sending troops and repressed the people. The movement
made by the students considered failed because they forget the major supporter of the
government, the peasants, to join the action. The significant of the incident lies in its symbolism.
The failure of the Tiananment demonstrators to achieve their goals weighed heavily on the
survivors and their sympathizers. The existence of factionalism among the demonstrators also
play role: the peasants were not approached to join the protest movement

4.2 Discussion
4.2.1 The Confidence Stance of China

All China’s actions are actually reflecting a confident stance. Since its early history,
many events have been reflecting this stance. This paper will focus on the history after Mao’s
period. Disagreement with Stalin, Mao identified himself as philosopher and a poet (Beja 2018:
232) and claimed his political ideas as the correct interpretation of Marxist philosophy. It was
a confident claim. People could ask about this credential, for example about his degree in
philosophy, or the effectiveness of his strategy in applying the Marxism considering
unsatisfactory result of his agricultural project during the mass campaign: e.g. many
discrepancies occurred after the Pre Great Leap Forward stage (Dreyer 2019: 4). A close friend
in the party, Liu Shaoqi did not get satisfactory explanation when asking this, but detainment.

Mao Zedong in other occasion “teach a lesson” to artist and intellectuals (writers)
mentioning that they should fight petty bourgeois ideology, go to the grassroots and learn from
the workers and peasants to study official interpretation of Marxism-Leninism. It is a little bit
‘strange’ since he talked to intellectuals who had devoutly learnt theories and undoubtedly
know more about politics but they should learn Marxism from the peasant. During the Great
Leap Forward in 1958-1961 Mao Zedong confidently use a new approach of using its ideology
to build huge projects. The slogan of doing the project “by the people”, the workers were like
batteries of ants building the project. With the facts that not all of the workers were skilled to
do the construction works, it seemed that he was neglecting technical standard. It resulted with
early damage of the building because it was poorly built by unskilled people which then caused
flood in some areas (Dreyer 2019: 93). People can say that the new ideology was still in
experimental phase. Dreyer (2019: 93) commented that “survival, rather than ideological
orthodoxy...was the imperative of the time”.

This confident stance resonance to his inner circle, the family. During the Cultural
Revolution 1966 the leader prohibited traditional music performance and let western culture
performance intruded. At that time, the traditional Chinese opera allowed to perform after
being “reworked” using western style musical instrument: the piano. At a certain occasion
when asked about this, Madame Mao commented, “We have liberated the piano”. It was quite
confident statement since we all know that the piano comes from western.

In the 21% century era, Dickson (2016) asserted that the international financial crisis in
2007 had made China leaders more confident seeing the country’s ability to survive from
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hardships and recession. Since that time on, China was less willing to accommodate Western
advice on economic policy, to be more assertive in foreign policy and more repressive in
maintaining domestic order and stability.

4.2.2 A Repressive Culture?

After tension and stress resulted from 1955 campaign, Mao launched “The Hundred
Flowers” campaign to ease the tension of the China’s people (Dreyer 2019: 86). In his speech
in May 1956 he mentioned “let a hundred flowers bloom; let a hundred schools of thought
contend”. Certain actions were conducted to everyone perceived as counterrevolutionaries or
the anti-communist group. Dreyer (2019: 79) noted that during the campaigns there were more
than 800,000 executions (other sources mentioned more than 10 million). In 1951, the
government launched The Sanfan campaign or fighting the “three antis”: anti-corruption, anti-
waste, and anti-bureaucracy. This campaign was targeting the cadres identified as opportunist
particularly those who joined the party with a motivation of profiting themselves rather than
sincerely believed in party’s goal. Another campaign was The Wufan in 1952. Again, it was
fighting the five antis: bribery, tax evasion, fraud, theft of government property, and theft of
state economic secrets. It was particularly targeting the bourgeoisie as the result from the
Sanfan campaign because during the previous campaign it had been revealed that the corruption
dealt with economic matters tying to them (Dreyer 2019: 79).

During the Hundreds Flower Campaign, another action demonstrated by the government.
After the leader speech in February 1957 titled “On the correct handling of Contradictions
among the People”, cadres encouraged everyone to speak out, insisting that words could not
be considered as criminal to support this urging. At first people were not enthusiastic but later
a number of intellectuals begin to criticize. Most of the critics were targeting the absence of
the freedom of thought, the freedom of expression, and the freedom of publication. Also
participating were students and artists. In June 1957, Mao wrote in editorial of People’s Daily
accusing a “handful of counter-revolutionary rightist” of having used the freedom granted by
the party to launch attack on socialism. The campaign then uncovered the rightist which
labeling about 500,000 people as “rightist” and were subject to criticism session in their work
units and denounced in the official press. Others were sent to labor camp, to jail or to the
countryside to be “re-educated by the poor and the lower poor peasant”. The most devastating
effect was that their children were also discriminated for two decades, were barred from
entering universities or from good jobs in the cities.

A local analyst Hu Feng wrote long letter to the leader, about 300,000 words of opinion
and was also published in the supplement of “Literary Gazette” (Wenyi bao) in 1954. The
writing was actually a refutation of the talks at the Yan-an forum. It then was strongly rebuked
by Mao himself in People’s Daily editorial at which he was labeled as “counter-
revolutionaries”. Beja (2018) asserted that the latent objective of the campaign was actually to
get rid of Mao’s political rival including Liu Shaoqi. It was also targeted other intellectuals and
writers such as journalist Deng Tuo, playwright Wu Han and writer Liao Mosha. It was also
extended to most professors, educators, teachers and writers who were accused to stick to the
bourgeois world outlook. Using his charisma, Mao called university and high school students
to organize themselves into Red Guards and launch movement to criticize their teacher, school
administrator or other intellectuals. Cultural Revolution was directed against intellectuals who
threat the hegemony of Mao Zedong’s power. As an effect, universities were closed in 1966
which partially reopened in 1972. The students were selected based on their knowledge of the
ruling ideology. By an order for writers and artist to follow the “literary theory” imposed by
the high leader or in the name of “serving the people”, it discouraged freedom of speech and
freedom of thinking.
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In Deng’s era hard treatment to intellectuals took a different way. The government treated
this group like a ‘rubber’ tight and loose. When they are needed, they will be heard (the party
relaxed the control), but when they say loud things, for example criticizing the party, they
would be repressed. Actually, as a victim of Cultural Revolution, Deng extended a friendly
hand to the intellectuals and thinkers who had been the main target of the campaign. This
“Bourgeois liberalization” in 1980, however, is climaxed with” June Fourth Massacre” or
Tiananment Incident, a tragic repression towards university students.

During the leadership of Jiang Zemin and Hu Jintao intellectuals who questioned party’s
leaderships also became target, often followed by long jail sentences. Since 1976 the party has
never allowed everything include ideological controversies to distract the focus toward
economic development. Noted that during Hu Jintao and Wen Jiaobao, references to Mao had
become rather rare.

The era of Xi Jinping since the late 2012 has been “orchestrating the return to Maoism”
(Beja 2018: 245). There has been limited freedom of expression of the intelligentsia. Xi,
repeating Mao emphasizes the importance of ideology. Control over public sphere through
various ‘“‘central leading group” where he chairs becomes common. There is a “Historical
nihilism” by attacking any ideas (usually those expressed in articles) that criticize the party’s
through academic reflection. The repressive actions were the closed down of a contemporary
history journal Yanhuang Chunqiu (founded by liberal party’s elders) in 2016. Sad to learn that
it practically disabled people from reflecting to their humanistic tragedy of the Cultural
Revolution which they should have had commemorated its 50th years anniversary in 2016. A
very popular intellectual website “Consensus” (Gongshi wang) was also closed down.

Minorities such as the Uighur also have a limited space. Dissatisfaction of imbalance
development with other region (the east), triggered many uprising in Xinjiang Province.
Serious social eruption since February 1996 has been occurring since Deng’s era. Three bombs
exploded simultaneously in Urumqi in the day of the Deng’s speech February 25. The “strike
hard campaign” was launched in 1997 firstly intended to fight corruption and crime but the
campaign actually restrict religious practice leading to 190 execution of Uyghur (Amnesty
International 1999). Intellectuals such as Rebiya Kadeer, Uyghur’s businesswoman was
arrested of “revealing state’s secret” in August 11, 1999. Other scholars, Ilham Tohti, a China
Minzu University economist was detained as “separatist” for his class lectures and websites.
The government seems to take “hard action” to all things contra with their line. They make
little distinction between separatist, terrorist, and civil right activist — whether they are
Uyghurs, Tibetans, Taiwanese or Falun Gong Buddhist (Gladney 2018: 321).

China analyst, Dickson (2016) asserted that repression had been inherent in the Chinese
Communist Party (CCP) since early 1940 (Mao’s Yan’an). It is considered served as a “toolkit”
to assert the party c.q the government’ policy demonstrated by the way the government
maintained the Tiananment incident. The government also saw any peaceful protest as
“turmoil”. Dickson noted that there is no large-scale social movement since 19809.

4.2.3 Encounters with Indonesia in Natuna Waters

China has made several confrontations with Indonesia and other Southeast Asian in what
is so called the “South China Sea”. In Indonesia territory, Chinese fishing vessels accompanied
with coast guard escort were present in waters around Natuna Island at the end of 2019, chasing
away local-traditional fishermen (Grossman, 2020). It was surely blocked the blue economy of
the country. Indonesian then summoned China’s ambassador to lodge a protest on December
30, 2019. It was then followed by placing warships and F-16 fighter jets to patrol the region
(Grossman, 2020). At first Beijing refused to back down. Jakarta responded by mobilizing its
local vessels to keep staying there and continue fishing activities competed with Chinese
fishermen. Two days later, the President of Indonesia, Joko Widodo (Jokowi) visited Natuna
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Islands and declared there would be “no compromise” on “our nation’s territorial sovereignty”
(Grossman, 2020). Tensions subsided and Chinese ships had been pushed further out to the
edge of Indonesia’s exclusive economic zone. The action - different from that of other
neighbouring Southeast Asian country - clearly showed a balancing strategy. This action can
be said as a sturdy effort to secure Indonesia’s blue economy plan.

China’s action in the waters around Natuna Island is a typical assertive characteristic of
the government. Confident stance was clearly demonstrated. China’s stronger economic basis
compared to Indonesia allegedly played role in policing the action. It would be stronger if
associated with the BRI project (see e.g. Soong 2021), where China invests on several
Indonesian national projects in Java and Kalimantan. With this superior bargaining position,
China was thinking that Indonesia will weaken its stance to the conflict in the waters around
Natuna. However, Indonesia showed the dignity bravely by “balancing” the action. The
Indonesian government encouragement to the fishermen to keep staying in the location together
with the placement of warships and F-16 fighter in the Natuna waters is a clear sign that
Indonesia was taking a "balancing" strategy against China’s provocation.

Considering China’s long history of its confidence stance, the actions could not be
justified, however. There is an international consensus agreed by member countries of the
United Nations (UN) the UNCLOS 1982. Every dispute in waters or sea should consult with
the rule. The use of their own argument of “The Nine Dash Line” would meant the neglect of
the UNCLOS. Another confident -unilateral taste - was demonstrated when they still used the
argument of the Nine Dash Line to reject international arbitrage in Den Haag of any disputes.
This stance has actually been demonstrated since Mao’s era. Mao implemented communism
based on his own understanding. Application of a concept should have been considering the
context. However, a thorough understanding of concept (theory) itself is paramount. A new
theory should be discussed thoroughly with many people. It will be best done by inviting
scholars during the process. What happened in Yan-an, -other sources mentions as Yenan
(Brandt et al (1952) - during the long march showed that there were no equal or free discussion
among the participants. The discussions lead by party cadres in small group with participants
of young scholars from cities like Beijing. However, what happened was far from the hope of
the youngsters. Party cadre implemented a hard line during the discussion and imposing their
own understanding of Marxism.

The hard fist approach was demonstrated by the authorities of China since 1949. It
targeted whoever perceived as “enemy” challenging the party’s ideology, including party cadre
who endanger the dominance of the leader. Minorities were not excluded as target: students in
Tiananment 1989, the Falun Gong, the Tibetan and Uyghurs are just example.

5. Conclusion

There are six major events that had pictured China’s history. First, the imperial
government which had ruled China since around 2000 BC; second, the overthrowing of the
Qing dynasty and the building of the New Era: first pictured by Sun Yat Sen (The Nationalist)
and then continued by Mao Zedong which had quite different stance: The Communist. The
third major event was The Great Leap Forward (1958-1961) during Mao Zedong’s
administration. The fourth was The Cultural Revolution (1966), still in Mao’s era. The two last
major events were under the second and more modernized regime: The modernization by Deng
Xiaoping (1978) and The Tiananment Incident in (1989).

All of abovementioned events had certainly made China to possess a strong confident
stance. In economic terms, development and modernization made by Deng Xiapoing during
the last three decades of the 20" century found its testing ground in the beginning of the 21%
century which made this stance even stronger. The international financial crisis in 2007 had
proven the country’s survival ability which made its leaders to be more confident in the
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international sphere. Since that time on, China was less willing to accommodate Western
advice on economic policy, be more assertive in foreign policy and continued its “repressive
nuance” in keeping its domestic order and stability. This (repressive) nuance, if traced back
historically, had been used as a “toolkit” by the Chinese Communist Party since early 1940
during Mao’s Yan’an era. It had been used by the leader to assert government’s policies. Since
the Tiananment incident - seen by outside observer as a peaceful protest but as “turmoil” by
the government - there has been no large-scale social movement since 1989.

What exercised by China by demonstrating their assertive actions in waters around
Natuna Island is a reflection of a confident culture, which has been built up since the Mao’s
era. This confident attitude is highly contributed by their success in economy which has been
growing rapidly since the Deng’s era with the foundation laid by Mao's Great Leap Forward.
It should be acknowledged that China has developed tremendously in the economy. What
China has demonstrated was a clear reflection of this. China’s argument using their “Nine Dash
Line” is unilateral and is unacceptable internationally. Indonesia's strong attitude by placing
military power in the disputed area and using the UNCLOS argument in the international
arbitrary showed a balancing strategy. It keeps the international order and secure the country’s
blue economy.

Only “strong man” can lead the bandwagon and China, having been developing confident
culture in the government since the fall of the Qing Dynasty, tend to combine it with hard fist
in maintaining internal affairs. China was quite assertive in international relation. What
demonstrated by Indonesia under Jokowi’s administration in 2020 showed a confident stance.
As a leader of the ASEAN countries, at least in term of the population and area, Indonesia has
to present itself as a role model. What Indonesia had presented demonstrating a balancing
strategy, showing a dignity and determining that Indonesia has equal right with giant China in
the international relation. This paper is focusing in China’s history to demonstrate the
development of the process of acquiring the confidence culture. This article does not show the
development of this culture in Indonesia since it is not within the coverage of this paper.

In interacting with other countries, spirit of international cooperation should be put
forward with respect. The one-way approach historically applied in the past can not be
implemented today when "international residents”, neighboring countries have the same right
to maintain and develop their blue economy in their territory.
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ABSTRACT

The aim of this research is to explore the factors influenced the use of ‘belajar.usd’
Learning Management Systems (LMS) from the lecturer’s view according to Technology Acceptance
Model 3 (TAM 3). This research is a quantitative research. The data in this research were collected
using questionnaire to explore the perception of the respondents.

This research use purposive sampling method. The respondents of this research were 42
lecturers in Economic Faculty, Sanata Dharma University, Yogyakarta, Indonesia. The collected data
then was analyzed using Partial Least Square — Structural Equation Modeling (PLS-SEM) technique.

The conclusion of this study is the behavioral intention on using the belajar.usd Learning
Management System did not affect the actual use. More detailed, the determinant of behavioral intention
on using LMS is perceived ease of use. Meanwhile, both Perceived Ease of Use and Perceived
Usefulness were not the determinants of the intention to use belajarusd LMS. Perceived Ease of Use
itself was determined by the Computer Anxiety, Perception of External Control, and Objective Usability.
Keywords: Intention, Learning Management Systems, Perceived Ease of Use, Perceived Usefulness,
Technology Acceptance Model

1. Introduction

In the middle of year 2020, the entire world was shocked by the spread of Covid-19
pandemic. This pandemic change every aspects of humans’ life due to the dangerous effect of
this disease to humans. The affected aspect of human’s life also including education aspect.
The education systems moved to the online mode because as mentioned by Bhagat & Kim,
(2020), the pandemic brings some of consequences including the students who cannot attend
to the school physically. The changes from in person to online mode also affect the aspect of
time and supply by parents allocated to their children on online learning. As found by Bansak
& Starr (2021), during the covid-19 pandemic, parent will spend more time especially when
they have more children meanwhile, the worked mother will spent less time due to their limited
available time for their children. This result was also supported by Varea et al., (2022) that the
pandemic has resulted in new protocols that have altered the methods teachers use to instruct
and interact with students and their families.

With the shifting from in person to online mode, the use of Learning Management
Systems (LMS) increased. According to Ma et al., (2024), Learning Management System is
defined as ““a software application or web-based technology considered to implement, assess a
specific learning procedure, and plan to develop new techniques”. Findik-Coskungay et al.,
(2018) also added that a Learning Management System (LMS) is a commonly utilized tool in
higher education institutions for facilitating course activities in an online mode. Learning
Management Systems also provide offers a secure, reliable, and adaptable platform for online
education (Kraleva et al., 2019).
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The increasing use of Learning Management Systems leads to the user acceptance of this
technology. Some of current studies focuses on the acceptance of Learning Management
System. For example, Camilleri & Camilleri (2022) explore the acceptance of LMS use
for higher education students in Southern European. The acceptance of LMS also studied by
Ashraf et al., (2020). They studied the continuance intention on using LMS for university
students in Iran based on Expectation Confirmation Model, Technology Acceptance Model
and some of external variables. Waris & Hameed (2023) also conducted a study related to
the acceptance of the use of LMS from the faculty members of Pakistani universities. They
use extended Technology Acceptance Model as their research model. Based on the previous
literatures, this paper will use Technology Acceptance Model 3 (TAM 3) developed by
Venkatesh & Bala (2008) because there is a lack of study of Learning Management Systems
acceptance from the lecturer’s view using Technology Acceptance Model 3.

Based on the phenomena and previous studies above, the research problem of this paper
is about the acceptance factors of TAM 3 on using Learning Management Systems (LMS) from
the lecturers’ view. The research question of this paper is: what are the determinant factors of
user acceptance based on TAM 3 on using LMS from the perspective of lecturer in Economic
Faculty, Sanata Dharma University Yogyakarta? Based on the research question, this research’s
aim is to analyze the determinant factors of user acceptance based on TAM 3 on using LMS
from the perspective of lecturer in Economic Faculty, Sanata Dharma University Yogyakarta.
The scope and limitations of this research is limited to the lecturers in Economic Faculty, Sanata
Dharma University Yogyakarta who are in charge of teaching and not currently undergoing
further studies. The lecturers who are in charge of teaching, used belajar.usd Learning
Management Systems in their classes during the Covid-19 pandemic. Other limitations is
related with the TAM 3 used in this research. This research exclude the experience construct
because this is a preliminary research of the acceptance of LMS usage.

2. Literature Review
2.1. Learning Management Systems

Learning Management Systems (LMS) became widely-used to facilitate the online
learning, The use of LMS is increasing when the world is faced with the Covid-19 pandemic.
According to Tseng (2020), higher education institutions have embraced integrated computer
systems known as learning management systems in order to construct fully online virtual
universities or efficient e- learning environments. Meanwhile, according to Nguyen (2021), a
learning management system (LMS) is a software program or website that facilitates the
delivery of courses, knowledge acquisition, and learning control. Learning Management
Systems offers various support for the e- learning mode. According to Cheng & Yuen (2018),
LMS gives support as a means to create and deliver the learning material, monitoring students’
activities, as a means to assess the performance of the students. Not only for teachers or
lecturers, LMS also provides support for the students. As mentioned by Cheng & Yuen (2018),
LMS provides support for students in terms of interaction with their classmates and also with
their teachers or lecturers using the discussions and video conference features.

Sanata Dharma University, one of the private university in Yogyakarta, Indonesia also
provide the Learning Management Systems to engage in online learning. The LMS of
Sanata Dharma University is called belajarusd.ac.id. The belajarusd.ac.id LMS was
equipped with so many supportive features to support online learning such as: discussion
panel, assignment submission panel, attendance record panel, place to uploading the
learning materials, and so on.

2.2. Technology Acceptance Model

Technology Acceptance Model (TAM) is one of the most well-known model to examine
the acceptance factors of use of the technology. This model was firstly developed by Davis
(1989). Based on his study, Davis (1989) proposed two determinant factors of user acceptance:



34 | PROCEEDINGS THE 3RP INTERNATIONAL CONFERENCE ON ECONOMICS,
BUSINESS, AND MANAGEMENT RESEARCH (ICEBMR)

perceived usefulness and perceived ease of use. Davis (1989) defines both perceived
usefulness and perceived ease of use as: “the degree to which a person believes that using
a particular system would enhance his or her job performance” and “the degree to which a
person believes that using a particular systems would be free of effort”, respectively.
Technology Acceptance Model was inspired from Theory of Reasoned Action (TRA)
developed by Fishbein & Ajzen (1975). According to Davis et al., (1989), TAM uses TRA
as the basis because TAM specifies the causal relationships between two fundamental beliefs—
perceived utility and perceived ease of use—and users' attitudes, intentions, and actual
computer adoption behavior.

Based on Theory of Reason Action and the initial work of TAM, Davis et al.,
(1989) developed the Technology Acceptance Model (TAM). Behavioral intention defined as
a measurement of the strength of one’s intention to perform specified behavior (Fishbein &
Ajzen, 1975). The Technology Acceptance Model (TAM) then experienced some
developments through Technology Acceptance Model 2 (TAM2) developed by Venkatesh
& Davis (2000) and also Technology Acceptance Model 3 (TAM3) developed by Venkatesh
& Bala (2008). Technology Acceptance Model 2 emphasize on the identification of the
determinants of perceived usefulness construct. Based on their proposed works, Venkatesh &
Davis (2000) identify the determinants of perceived usefulness into: subjective norm, image,
job relevance, output quality, result demonstrability, and also add the two moderating variables:
experience and voluntariness. Technology Acceptance Model 3 (TAM3) extend Technology
Acceptance Model 2 (TAM2) by identify the determinants of the perceived ease of use.
Venkatesh & Bala (2008) identify the determinants of perceived ease of use are: computer self-
efficacy, perception of external control, computer anxiety, computer playfulness, perceived
enjoyment, and objective usability.

2.3. Research Framework
Figure 1 below shows the framework of this research that was inspired from
Technology Acceptance Model 3.
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2.4. Hypothesis Development

e H1: Subjective Norm influence Perceived Usefulness on using Belajar.usd Learning
Management System.

e H2: Image influence Perceived Usefulness on using Belajar.usd Learning Management
System.

e Ha3: Job Relevance influence Perceived Usefulness on using Belajar.usd Learning
Management System.

e H4: Result Demonstrability influence Perceived Usefulness on using Belajar.usd
Learning Management System.

e H5: Computer Self-Efficacy influence Perceived Ease of Use on using Belajar.usd
Learning Management System.

e H6: Perceptions of External Control influence Perceived Ease of Use on using
Belajar.usd Learning Management System.

e H7:Computer Anxiety influence Perceived Ease of Use on using Belajar.usd
Learning Management System.

e HB8: Computer Playfulness influence Perceived Ease of Use on using Belajar.usd
Learning Management System.

e HO: Perceived Enjoyment influence Perceived Ease of Use on using Belajar.usd
Learning Management System.

e H10: Objective Usability influence Perceived Ease of Use on using Belajar.usd
Learning Management System.

e H11: Subejctive Norms influence Image on using Belajar.usd Learning Management

System.
e H12: Output Quality enhances the effects of Job Relevance towards Perceived
Usefulness on using Belajar.usd Learning Management System.

e H13: Voluntariness enhances the effects of Subjective Norms towards Behavioral
Intention on using Belajar.usd Learning Management System.

e H14: Perceived Ease of Use influence Perceived Usefulness on using
Belajar.usd Learning Management System.

e H15: Subjective Norms influence Behavioral Intention on using Belajar.usd Learning
Management System.

e H16: Perceived Ease of Use influence Behavioral Intention on using Belajar.usd
Learning Management System.

e H17:Perceived Usefulness influence Behavioral Intention on using Belajar.usd
Learning Management System.

e H18: Behavioral Intention influence Actual Use on using Belajar.usd Learning
Management System.

3. Research Methods

This research is quantitative empirical research. The population of this research is all
of lecturers in Economic Faculty, Sanata Dharma Univeristy, Yogyakarta who are in
charge of lecturing and currently not undergoing further studies. The amount of sample in this
research is 42 respondents out of 43 of populations. The sampling method used in this research
were purposive sampling method. The data collection procedure in this research is using 5-
Likert scale questionnaire with the main reference of questionnaire is from Venkatesh & Bala
(2008) with some adjustments. Guttman scale also deployed in this research for Computer Self
Efficacy construct. The data collection method also include the open-ended question in order
to know the suggestions from the respondents towards the each constructs in the framework.

4. Research Findings and Discussion
4.1. Descriptive Statistics

Descriptive statistics analysis was conducted using SPSS statistics software. Table 1
below shows the descriptive statistics result of the respondents in this study. From the table 1
below, the most respondents on this study were the Economic department lecturer who were 55
years old. The youngest respondents in this study where the lecturer who were in 31 years
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old, and the oldest is 75 years old. In the context of gender, most respondent in this study
were the respondent with the value label 1 which represented male respondents. With regards
to the department of the lecturer, the highest number of respondents are from bachelor of
management department with the mode of 2.

Table 1. Descriptive Statistics

Statistics
Age Gender Department Education

N Valid 42 42 42 42

Missing 0 0 0 0
Mean 49,43 1,48 1,95 2,29
Std. Error of Mean 1,847 ,078 ,152 ,071
Median 52,00 1,00 2,00 2,00
Mode 55 1 2 2
Std. Deviation 11,972 ,505 ,987 ,457
Variance 143,324 ,256 973 ,209
Skewness 101 ,099 ,899 ,984
Std. Error of Skewness ,365 ,365 ,365 ,365
Kurtosis -1,011 -2,092 -077 -1,085
Std. Error of Kurtosis ,717 ,717 ,717 717
Range 44 1 3 1
Minimum 31 1 1 2
Maximum 75 2 4 3
Sum 2076 62 82 96
Percentiles 25 36,75 1,00 1,00 2,00

50 52,00 1,00 2,00 2,00

75 57,00 2,00 2,00 3,00

Source: SPSS output

4.2. Hypothesis Testing

To conduct the hypothesis testing, Partial Least Square-Structural Equation Modeling
(PLS-SEM) was deployed in this study. There are some steps for conducting the PLS-SEM
technique. The first step is evaluation of measurement model — this step consists of: 1)
assessment of the indicator reliability; 2) assessment of the internal consistency reliability;
3) assessment of convergent validity; and 4) assessment of the discriminant validity. The
second step is evaluation of structural model.

4.3. Evaluation of Measurement Model
4.3.1. Assessment of the Indicator Reliability

According to Hair et al., (2017), indicator reliability is determined by the outer loadings
with the common rule of standardized of outer loading is 0.708 or higher. There are some
indicators that were not reliable: CANX1 (Computer Anxiety 1), CPLAY 4 (Computer
Playfulness 4), CSE 1 and CSE 2 (Computer Self-Efficacy 1 and 2), PEC 4 (Perceived
External Control 4), RES 4 (Result Demonstrability 4), SN 1 to SN 3 (Subjective Norm 1 to
Subjective Norm 3), VOL 2 and VOL 3 (Voluntariness 2 and Voluntariness 3). The unreliable
indicators were removed. After doing the removal of the unreliable indicators, all of the current
indicators are reliable with the outer loadings are higher than 0.708.
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4.3.2.Internal Consistency Reliability Assessment

Internal consistency reliability consists of composite reliability and Cronbach’s Alpha.
According to Hair et al., (2017), both Cronbach’s Alpha or Composite Reliability (both were
interpreted in the similar way), are acceptable for score is in between 0.60 to 0.70 for
exploratory study. In other hand, the score in between 0.70 to 0.90 is satisfy for other
advanced stage of study. The internal consistency reliability assessment for this study shows
that based on the Cronbach’s Alpha score and Composite reliability (rho_a), most of the
constructs used in this study were reliable with the score is above 0.70, and there were two
constructs which have score below 0.70: CPLAY (Computer Playfulness) and CSE (Computer
Self-Efficacy). Meanwhile, based on the Composite Reliability (rho c), all of the constructs
in this study are reliable.

Table 2. Internal Consistency Reliability Assessment Result

Cronbach's alpha Composite Composite

reliability reliability
(rha a) (rho )
CANX 0.895 0.943 0.933
CPLAY 0.628 0.632 0.801
CSE 0.687 0.690 0.864
MG 0.932 1.035 0.956
INT 0.842 0.867 0.905
JOB 0.890 0.915 0.932
OouT 0.855 0.915 0.908
PE 0.941 0.948 0.962
PEC 0.898 0.909 0.936
PEOU 0.871 0.871 0.912
PU 0.929 0.930 0.950
RES 0.906 0.909 0.941
USE 1.000 1.000 1.000
SN 1.000 1.000 1.000
VOL 1.000 1.000 1.000

Source: SmartPLS 3 output

4.3.3.Convergent Validity Assessment

Convergent validity assessment uses Average Variance Extracted (AVE) as the
validity criteria. According to Hair et al., (2017), the acceptable AVE score is higher than
0.50. Based on table 2 below, all of the constructs in this study were meet with the

convergent validity requirement because all of the AVE score of each constructs are above
0.50.
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Table 3. Convergent Validity Assessment Result

Average variance extracted (AVE)
CANX 0.823
CPLAY 0.573
CSE 0.761
IMG 0.879
INT 0.761
JOB 0.820
ouT 0.767
PE 0.894
PEC 0.831
PEOU 0.723
PU 0.825
RES 0.842
USE 1.000
SN 1.000
VOL 1.000

Source: SmartPLS 3 output

4.3.4.Discriminant Validity Assesssment

The next criteria related to the discriminant validity is Heterotrait-Monotrait Ratio
(HTMT). As mentioned by (Hair et al., 2017), HTMT is the ratio of the between-trait
correlations to the within trait correlations. All of the constructs in this research were met with
the HTMT ratio.

4.3.5.R-Square

R-square indicates how much dependent variable can be explained by its
independent variables. Based on table 3 below, the R-square of the actual use is 0.024 or
2.4%.

Table 4. R Square

R-square R-square adjusted
USE 0.024 -0.001
IMG 0.029 0.004
INT 0.535 0.484
PEOU 0.827 0.797
PU 0.763 0.714

Source: SmartPLS 3 output
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4.4. Evaluation of Structural Model
4.4.1.The Assessment of the Significance and the Relevance of the Structural Model

Relationships

With regards to the hypothesis testing, total effects analysis was conducted in this
study. Table 4 shows the total effects (direct effects and moderating effects) associated with the
hypothesis relevant to this study. Hypothesis 1, related to the effect of Subjective Norm to
Perceived Usefulness on using the LMS, the hypothesis was not supported with P-values of
0.091 (greater than alpha 0.05) with T-statistics value of 1.694. This result was similar with
the study of Ismail et al., (2019) where there was no significant effect of Subjective Norm to
Perceived Usefulness on the use of student information systems. Meanwhile, this finding was
different with the findings of other studies. As mentioned by Lavidas et al., (2023), there was
a positive effect from subjective norm to perceived usefulness from the faculty members’
perspective in Greece on using Moodle Learning Management Systems. Our findings also
different with Davoodi et al., (2020). Based on their study, they found that there was an effect
of subjective norms to perceived usefulness from high school English teachers’ perspective
on using the technology in education. Sorkun et al., (2022) also found the positive effect of
Subjective Norms to Perceived Usefulness in using e-learning program. Similar with other
previous research, Al-Gahtani (2016) found that there is a significant effect of Subjective
Norm to Perceived Usefulness in the accceptance of e-learning. Based on our findings, the
non-significant effect of Subjective Norm to Perceived Usefulness may indicated that among
the Economic lecturers, they will not be affected by their peers’ suggestion to get the usefulness
on using ‘belajar.usd’ Learning Management Systems.

The second hypothesis (H2), related to the effect of Image to Perceived Usefulness,
also not supported. This finding was supported by previous research. Calisir et al., (2014)
confirm that based on their research, there is no significant effect of Image to Perceived
Usefulness in the context of web-based learning. Meanwhile, the study from Sorkun et al.,
(2022) founds that there was a positive effect from Image to Perceived Usefulness in e-
learning program use. With our finding that there is no significant effect of image to
perceived usefulness, it is indicates that among the respondents, they feel that image or social
status on using LMS is not as important as other factors.

Table 5. Total Effects

Original Sample Standard T Statistics P-values | Hypothesis
Sample Mean (M) Deviation (|O/STDEV)) Supported
©O) (STDEV)

H1: SN > PU 0.221 0.234 0.130 1.694 0.091 No
H2: IMG 2 PU 0.046 0.036 0.064 0.716 0.474 No
H3:JOB 2> PU 0.552 0.564 0.160 3.456 0.001 Yes
H4: RES > PU 0.069 0.041 0.135 0.514 0.607 No
H5: CSE - PEOU -0.049 -0.054 0.085 0.572 0.568 No
Hé6: PEC 2 PEOU 0.578 0.582 0.120 4.802 0.000 Yes
H7: CANX 2 PEOU 0.317 0.287 0.103 3.066 0.002 Yes
H8: CPLAY > PEOU 0.166 0.183 0.173 0.960 0.338 No
H9: PE 2 PEOU 0.066 0.054 0.154 0.431 0.667 No
H10: OU - PEOU -0.203 -0.177 0.080 2.535 0.012 Yes
H11: SN 2> IMG -0.143 -0.145 0.098 1.470 0.142 No
H12: Moderating effect -0.033 -0.031 0.149 0.219 0.827 No
OU to JOB = PU

H13: Moderating effect -0.185 -0.155 0.549 0.338 0.736 No
VOL to SN = INT

H14: PEOU > PU 0.172 0.182 0.120 1.434 0.152 No
H15: SN 2> INT 0.445 0.412 0.399 1.116 0.265 No
H16: PEOU 2 INT 0.389 0.402 0.135 2.893 0.004 Yes
H17: PU > INT 0.263 0.256 0.204 1.286 0.199 No
H18: INT - USE 0.152 0.148 0.155 0.980 0.327 No

Source: SmartPLS 3 output
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Third hypothesis (H3), the effect of Job Relevance to Perceived Usefulness is fully
supported with p-value of 0.001 (lower than alpha 0.005) and T-statistic of 3.456. This result
was inline with other studies. Saroia & Gao, (2019), for example, found that there was a
positive effect of Academic Relevance to Perceived Usefulness in using mobile learning
management systems in Sweden. Saroia & Gao, (2019) also explain that academic relevance
construct in their study was based on Job Relevance construct as proposed by Venkatesh &
Davis (2000) in Technology Acceptance Model 2 (TAM2). The similar result with this study
also confirmed by previous study from Almulla (2024). Based on his study to undergraduate
and graduate students in King Faisal University, there was a positive effect of job relevance to
perceived usefulness in mobile learning management systems use. Similar to this study and
other previous studies, Al-Gahtani (2016) also identify the influence of job relevance to
perceived usefulness in the context of the acceptance of e-learning.

The effect of Result Demonstrability to Perceived Usefulness in the use of learning
management system as stated in fourth hypothesis (H4) was not supported. The p-value of
this hypothesis was 0.607 (higher than alpha 0.05). This finding is similar with the research of
Al-Gahtani (2016) where there was no significant effect of result demonstrability to
perceived usefulness in the acceptance of e-learning. Our result was different with other
previous studies. Ismail et al., (2019) found that result demonstrability was a determinant for
perceived usefulness in the use of students information systems. Bui et al., (2022) also found
that there is a positive effect of result demonstrability to perceived usefulness in the adoption
of online LMS from lecturers’ perspective in Vietnam. Based on our finding, the not
significant influence of the result demonstrability to perceived usefulness on using
belajar.usd learning management systems might indicate that the lecturers might not think
that LMS can produce the measurable output. The fifth hypothesis (HS), related to the
influence of Computer Self-Efficacy to Perceived Ease of Use was rejected. This result
was different with the finding from that there was a significant effect of Computer Self-
Efficacy to Perceived Ease of Use in the context of e-learning adoption. Xie et al., (2022) also
found the positive effect of computer self efficacy to perceived ease of use in the acceptance
of virtual training systems. Based on our finding that computer self-efficacy did not influence
perceived ease of use on using the LMS by the lecturers, this result might indicate that the
ability and the confidence of the lecturers on using LMS did not affect to the use of the LMS
although the use of the LMS itself is free from efforts.

Other determinant of Perceived Ease of Use, that is perceptions of external control
was supported in hypothesis six (H6). The p-values of this hypothesis is lower than alpha 0.05
(0.000). Based on this study, there was an effect of Perceptions of External Control to
Perceived Ease of Use on using belajarusd learning management systems from the
perspective of Economic department lecturers. This finding is in line with the findings from
other previous studies. Al-Gahtani (2016) found the significant influence of perceptions of
external control to perceived ease of use for e-learning acceptance. Similar result also
obtained by Unal & Uzun (2021). Based on their study, there is a positive effect of
perceptions of external control to perceived ease of use among the university students on
using Edmodo, one of the famous education social network site.

Seventh hypothesis (H7), the effect of Computer Anxiety to Perceived Ease of Use in
using belajarusd Learning Management System was supported with p-value 0.002. This
findings indicate that from the perspective of Economic department lecturers, the intensity of
their anxiety on using computers, will influence the easy of use on using belajar.usd Learning
Management Systems. This findings also confirms the results from other studies in the
context of e-learning and LMS acceptance. Al-Gahtani (2016) founds the positive effect of
computer anxiety to perceived ease of use on the acceptance of e-learning. Sayaf et al., (2021)
also found the positive and significant impact of computer anxiety to perceived ease of use on
digital learning from the perspective of Saudi universities student.

Eighth hypothesis (HS8), related to computer playfulness effect to the perceived ease of
use, the hypothesis was not supported with p-value 0.338 (greater than 0.05 alpha). This
finding was in line with the result from Al-Gahtani (2016). In his study, Al-Gahtani (2016)
found that computer playfulness is not significant to be the determinant of perceived ease of
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use in terms of e-learning adoption. In other studies related to the use of cloud computing
technology by Tirpan & Bakirtag (2020), there is also no significant effect from computer
playfulness to perceived ease of use. These not significant findings indicates that the users (or
the lecturers) of the technology (LMS) feels that the playfulness on using computers will not
affect to the easy of use of the LMS.

Hypothesis nine (H9) related to the influence of Perceived Enjoyment to Perceived
Ease of Use on using the LMS, the hypothesis is not supported. This finding was based on the
p-value of 0.667 (higher than alpha 0.05). Perceived enjoyment was defined as “the extent to
which the activity of using a specific system is perceived to be enjoyable in its own right,
aside from any performance consequences resulting from system use” (Venkatesh, 2000).
Based ont the definition and also based on our finding, there was an indication that according
to the economic department lecturers, the easy of use on using belajar.usd LMS was not
determined by their enjoyment on using it. The not significant effect of perceived enjoyment
to perceived ease of use was in line with the other studies’ result. Research from Tirpan &
Bakartas (2020) also shows the not significant effect of perceived enjoyment to perceived ease
of use on using the cloud computing technologies.

The last expected determinant of Perceived ease of Use, called Objective Usability was
supported. According to our research, the p-value for hypothesis 10 (the effect of
objective usability to perceived ease of use on using LMS) is 0.012 (lower than alpha 0.05).
This finding was different with the result from Tao et al., (2020). Their research on the
acceptance of health information portal shows that there is no significant effect from objective
usability to perceived ease of use. Our finding indicate that in the use of belajar.usd LMS, the
economic department lecturers feels that the use of the LMS will be easier determined by the
objective factors of the features from the LMS itself.

The eleventh hypothesis (H11), the influence of subjective norm to image on using LMS
was not supported. The p-value of this hypothesis is 0.142 (greater than alpha 0.05). This
finding indicates that according to the Economic department lecturers, the social norm from
peers did not affect their social image when they use belajar.usd Learning Management
Systems. This finding was different with the findings of other studies. The research of Al-
Gahtani (2016) found the positive effect from Subjective Norm to Image on the adoption of e-
learning. Research from Saari et al., (2022) also found the significant effect of
subjectivenorm to image on the acceptance of social robot adoption.

With regards to the moderating effects that were hypothesized in this study, both of the
moderation effects were not significant so the hypothesis were not supported. Hypothesis 12
is about the moderation effect of output quality in the effect of job relevance to perceived
usefulness in using belajar.usd Learning Management Systems. The p-value of this hypothesis
is 0.827 (greater than 0.05 alpha). This result indicates that in the use of belajarusd
Learning Management System, the output quality of the LMS did not moderate the effect
of job relevance to perceived usefulness in using the LMS. Our finding was different
with the finding from Al-Gahtani (2016) that the output quality positively moderates the effect
of job relevance to perceived usefulness in the use of e-learning. Meanwhile, the p-value of
the second moderation effect is 0.736. Similar with previous moderating effect, this result also
did not confirmed with the finding from Al-Gahtani (2016).

Hypothessis fourteen (H14) related to the two main factors of Technology
Acceptance Model, was not supported. The p-value of this hypothesis is 0.152 (greater than
0.05 alpha). This finding indicates that when the users were using the LMS, they feel that the
ease of use of the LMS did not affect the usefulness of the LMS. This finding was different
with other previous studies. Research about online learning that conducted by Esteban-Millat
et al., (2018) found that there is a positive effect of perceived ease of use to perceived
usefulness in online learning acceptance. Similar with Esteban-Millat et al., (2018), the study
from Al-Gahtani (2016) also found the positive effect of perceived ease of use to perceived
usefulness in e-learning acceptance.

The next three hypothesis is related to the determinants of intention to use the
belajar.usd Learning Management Systems: perceived ease of use, perceived usefulness, and
subjective norm. Based on the data analysis, the only determinant of the behavioral intention
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to use belajar.usd Learning Management System is only Perceived Ease of use with p-value
0.004. Meanwhile, subjective norm and perceived usefulness is not significant to the
behavioral intention to use. The last hypothesis, related to the effect of behavioral intention to
actual use of belajarusd Learning Management System, unfortunately, the hypothesis was
also not supported with p-value of 0.327.

5. Conclusion

The conclusion of this study is the behavioral intention on using the belajar.usd
Learning Management System did not affect the actual use. More detailed, the determinant of
behavioral intention on using LMS is perceived ease of use. Meanwhile, both Perceived
Ease of Use and Perceived Usefulness were not the determinants of the intention to use
belajar.usd LMS. Perceived Ease of Use itself was determined by the Computer Anxiety,
Perception of External Control, and Objective Usability.

Related to the theoretical implications, this study implies that technology acceptance
model still can be considered as the most valuable model to assess the use of technology.
Meanwhile, for the practical implication, this study implies that learning management
system still can be considered as tools in online learning. Some of the suggestions for
future research are: the next research can consider to study for every department in University
in order to get more respondents and to compare the results of acceptance of belajar.usd LMS
across the departments.
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ABSTRACT

The digital transformation of credit unions has become an urgent matter as it becomes an
important pillar to fulfill ongoing member needs and maintain organizational competitiveness.
However, digital transformation influences credit union activities and may have some potential
consequences for their performance and, most importantly, the well-being of credit union members,
both in a positive and negative direction. A few studies have examined how digitalization affects credit
unions. However, they only focus on the impact process on credit union performance, not on the change
process on individual credit union member performance. This paper, utilizing Amartya Sen's capability
approach, aims to address this gap by providing an alternative operational framework that translates
digitalization into members' well-being within the context of credit union operations. This research
contributes to the development of an effective and sustainable model of digital transformation for credit
unions.
Keywords: digital transformation, credit union, capability approach

1. Introduction

Credit unions are known as community-based financial organizations that focus on
helping individuals suffering hardship and poverty by providing access to financial resources
as well as space for promoting capabilities. As with other organizations, credit unions must
adapt to the era of digitalization. Digital transformation in credit unions may not only offer
prospective economic benefits but also lead to problems and, later, potentially influence credit
union performance (see Amos & Kadang, 2021; Erowin, 2022; Focardi, 2021; Jerotich &
Maina, 2019; Mckillop & Quinn, 2015; Origence, 2020; Roche, 2020; Saldanha et al., 2017,
Wanyonyi & Ngaba, 2021).

Most of the studies mentioned above focus on the correlation and influence of
digitalization on some credit union performance indicators (financial, social, and perceived
member satisfaction). Not many of them focus on the process of how digitalization impacts
credit union members’ achievement. Only the studies (Focardi, 2021; Origence, 2020; Roche,
2020) explain how the process of digitalization has an impact on credit unions. However, the
credit union implemented this change at its organizational level. The author has not yet found
a study discussing how digitalization is impacting the credit union at the individual member
level. Discussing this issue is important because a credit union's focus is the welfare of its
members. It is critical to ensure that individual members can fully access and receive the
benefits of the digital transformation when applying it to credit unions. It should be a concern
that the members of the credit union have different backgrounds as well as different capabilities
to utilize the technology.

This study aims to bridge the gap by developing an operational framework that elucidates
how digital transformation in credit unions could impact the welfare of individual members.
To do this, we use a capability approach that was first introduced by Amartya Sen in the 1980s
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and has been extensively employed in human development analysis (Wells, 2012). By applying
the capability approach to analyze credit union digital transformation, we can gain insight into
how digital features integrated into credit union business and organizational activities serve as
the means to enhance the well-being of credit union members. This study will contribute to the
development of an effective model of digital transformation in credit unions.

2. Literature Review

In the context of credit union operations, this paper aims to offer an alternative
operational framework that translates digitalization into members’ well-being. To achieve this
goal, this section begins with an explanation of credit unions as a development tool, followed
by a discussion of digitalization issues within the credit union context and the capability
approach.

2.1. Credit union cooperatives as a development tool

Credit unions are cooperative financial organizations focused on helping members and
larger local communities achieve their economic and social goals (McKillop & Wilson, 2012).
Cooperatives provide an alternative approach to problem-solving by fostering the development
of people's abilities in challenging situations. Cooperatives enable people to gather, generate
economic, human, and social capital, and promote a more democratic and people-centered form
of development so that they can act as a social structure that contributes to societal fragility
reduction (Fernandes & Nunes, 2015). Each member of the cooperative has an equal right and
freedom to participate in common decision-making related to the provision and expansion of
their capabilities (Fernandes & Nunes, 2015). Vicari (2014) enumerates several potential
capabilities that cooperative membership could enhance, including access to high-quality
education, healthy nutrition, high-quality healthcare, reliable shelter and sanitation, economic
freedoms, decent work, involvement in household decision-making processes, and
involvement in community life. However, a bundle of conversion factors, such as physical
condition, climatic condition, regulation, and power relations, influence the degree of success
of a cooperative in producing those beneficial outcomes.

Credit unions offer access to essential services for small industries, farmers, and rural
residents, as well as providing networks both within and outside the community (Al-Zyoud &
Ordonez-Ponce, 2022). According to some research (see Kusuma & Pranatasari, 2021;
Kusumajati, 2012; Sumarwan et al., 2021), credit unions provide financial intermediation
services such as loans and savings, as well as non-financial services such as education related
to family financial management and the facilitation of household businesses, as discussed in
Kusuma et al. (2022).

There are over 87 thousand credit unions worldwide, serving 393.8 million people in 118
countries (World Council of Credit Unions, 2022). The idea behind credit unions is that all
productive-age people can collectively own and control their assets, which might have a
revolutionary impact on social change and the advancement of a solidarity economy that
benefits individuals and the environment (Pavlovskaya et al., 2019). Credit unions have played
a vital role in reducing financial exclusion by providing accessible credit, releasing people from
payday lenders' control, and promoting the habit of saving money. By enabling more personal
control over finances and boosting the purchasing power of their members, credit unions play
a critical role in fostering individual dignity, self-esteem, and social inclusion within local
communities (Power et al., 2012).

According to Tulus & Nerang (2020), Indonesian credit unions are a prime example of
continuously expanding cooperatives committed to assisting economically disadvantaged
members and communities, while also addressing certain strategic considerations. Since their
inception in the 1970s, the membership and assets of Indonesian credit unions have continued
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to grow, supported by the involvement of local communities, led by the elected board of
directors (monitored by an elected supervisory committee), and operated daily by the
management staff with volunteer assistance (Sumarwan et al., 2021). However, the penetration
rate of Indonesian credit unions is still relatively low. According to the latest WOCCU
Statistical Report, 970 credit unions in Indonesia could only serve 3.3 million people, or 1.75
percent of Indonesia’s total population.

2.2. Digital transformation issues in credit unions

Digital transformation in credit unions may not only offer prospective economic benefits
but also lead to problems. In terms of the supply side, the use of digital technology can improve
the credit union’s ability to reach out to members, control their business, and improve the
quality of their services. However, to fully utilize digital technology, it requires reliable
technology, accommodating infrastructure, and human resources.

Some previous studies explain how digitalization affects credit union operations in
developed countries. A study by Mckillop & Quinn (2015) revealed that credit unions in Ireland
that have adopted web-based operations can reduce the interest spread, which indicates higher
operational efficiency and benefits to members. A qualitative study by Roche (2020) focusing
on six credit unions in Ireland confirmed the findings of some previous studies about the
relevance of digital transformation for the credit union sector, especially in fulfilling the
ongoing needs of credit union members. However, all participants express concern about of
the cost of change (e.g., investment and human resource costs) and the need for collaboration.
However, the issue of leadership and attitudes toward change makes the process more complex.
Saldanha et al. (2017) conducted a study of 7000 credit unions across the United States and
found that more digitized processes of credit union operation positively influence the
performance of credit unions (e.g., net income and loans disbursed). The strategy of
participating in an inter-organizational network makes the digitalization process more powerful
because external actors are more powerful. Furthermore, advertising strategy has a negative
impact on performance. A multiple case study conducted by Origence (2020) explains the
reasons for three United States credit unions’ success in digital transformation. It is reported
that those credit unions do not let technology drive their future but instead focus on building a
vision that drives the technology that could transform credit unions, as well as placing culture,
organization, and a budgeting mindset that support digital transformation as the three most
important changes. A study by Focardi (2021) reported the best practices of credit unions in
the United States, namely Delta Community Credit Union. It is described that this credit union
needs some years (2015-2021) to build IT transformation to achieve resiliency (through the
processes of planning, implementing, preparing pivot actions, recruiting new talent, supporting
specialists, as well as enhancing business and technology cultures to create an environment of
trust and teamwork). The IT transformation in this credit union encourages the achievement of
customer and employee satisfaction and engagement, the development of best-in-class credit
union technology and operations, and a good reputation in the internal community as well as
the broader financial industry community. Moreover, the transformation not only helped this
credit union community survive but also grow in the difficult pandemic situation.

Some academics also discussed the digitalization of credit unions in developing
countries. A study by Jerotich & Maina (2019) that involved employees in 13 credit unions
(SACCO:s) in Kenya found a positive relationship between the performance attributes of
mobile banking (fund transfers, bill payments, and checking account balance) and sustainable
operational performance (lead time, cost efficiency, and reliability). Another study in Kenya
was conducted by Wanyonyi & Ngaba (2021) and focused on three credit unions. This study
also confirms that the quantitative attributes of digital services (mobile banking, internet
banking, credit cards, and digital funds transfer) positively influence the financial performance
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of credit unions in terms of capital adequacy, management efficiency, and earnings ability. It
was also reported that digital services enable members to do transactions without coming to
the office and facilitate two-way communication and information updates through the internet
platform, while some challenges that exist are system delays, slow processing of transactions,
a limit on the amount, and the potential for fraud. Amos & Kadang (2021) conducted a study
of Credit Union Mekarsari in Indonesia and discovered that the quality attributes of digital
payment and the operating system, namely Escete, had a positive influence on credit union
member satisfaction. Another study from Indonesia conducted by Erowin (2022) in Credit
Union Muara Kasih found that the perception of the members related to the quality of digital
transaction services also positively influenced the decision of credit union members to borrow
money from credit unions.

A lesson from some financial institutions that provide similar activities to credit unions
(e.g., financial cooperatives and microfinance institutions) provides some consideration in
understanding the relationship between digitalization and community-based financial
institutions’ performance. A study of financial cooperatives in Indonesia conducted by
Rustariyuni et al. (2022) reported some benefits of using the core system. They are: (1) ease to
record and process transactions and quickly produce accurate financial reports; (2) ease to
process transactions and faster operations; (3) manageable data storage; (4) ease to retrieve
data and information; (5) more optimal use of human resources; (6) greater financial
transparency; (7) minimized error or fraudulent transactions; (8) increase in efficiency,
productivity, and opportunities; and (7) the possibility to serve all members more quickly,
transparently, and optimally. According to this study, the support of top management, financial
capability, accessibility to the internet, performance expectations, hedonic incentive, and
innovation had an impact on the sampled respondent’s adoption of technology. The Alliance
for Financial Inclusion (2018) reports that digital financial services provided by microfinance
institutions promote greater financial inclusion in sub-Saharan Africa. Those financial services
provide benefits both for clients (with a more convenient, secure, and faster transaction
process) and for microfinance providers (with higher operational efficiency, a more diversified
customer base, and a lower cost to expand outreach). However, the study of Kandie & Islam
(2022) in a Kenyan microfinance institution found that digital microfinancial services excluded
the poor and profoundly deteriorated the welfare of the clients because of the high interest rates.

2.3. Capability approach as a tool for human development analysis

Amartya Sen, an Indian economist and philosopher, initially formulated the Capability
Approach during the 1980s, and later, Martha Nussbaum and a number of experts in the
humanities and social sciences have made substantial advancements in this field (Robeyns &
Byskov, 2023; Wells, 2012). The United Nations Development Program has actively utilized it
in the realm of human development. Sen's capability approach is based on several articles
where he criticizes the inadequate informational foundations of conventional economic models
and evaluative accounts, specifically resourcism and utilitarianism (Robeyns & Byskov, 2023).
Sen's capability approach is the focus of the discussion that follows.

The capability approach posits that individuals' ability to attain well-being is contingent
upon their capacity to act and be, as well as the quality of life they are capable of effectively
leading (Robeyns & Byskov, 2023). With the capability approach, the emphasis shifts from the
means—the resources and public goods that individuals can access—to the ends—the things
they can accomplish and be with such resources and goods. People cannot transform things and
resources into real beings by themselves, which warrants this shift in emphasis.

Capability, the set of functional combinations (i.e., beings and doings) from which a
person can select, could represent a person’s quality of life (Sen, 2017). It symbolizes the
potential to accomplish something that a person finds meaningful. People could be educated,
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economically free, safe in their homes, healthy, alive, and free to move around. Participating
in the decision-making process, participating in communal activities, or caring for a child are
all examples of actions. To accommodate it, Sen creates a capability approach that assumes the
diversity of life options and the complexity of methods for achieving what people have good
reason to value, and that focuses on true ends rather than just means (Belda-Miquel et al.,
2020).

3. Research Methods

The paper's goal is to build an operational framework that explains how digital
transformation in credit unions could improve the welfare of individual members. To achieve
this goal, we use Sen's capability approach as the primary conceptual framework framework to
derive our operational framework. Consideration to use this framework is the promise of the
framework to analyze the process of change (in this case in the context of digitalization) not
only until the provision of means (the existence of digitalization attributes) but until
the ends (what people get and could explore by using the means). The author believes that the
existence of means does not guarantee that people can transform themselves into real beings.
Furthermore, this paper adopts the approach of Belda-Miquel et al. (2020), which expands on
Sen's capability approach through a multi-level analysis of change.

We execute our research in two main steps. In the first step, this paper explains the key
variables and logic of the capability approach we used as the main conceptual framework. Next,
the author contextualizes the logic from the previous step within the context of credit union
digitalization. This step proposes alternative proxies to analyze the causal relationship between
key variables modelled in Sen's capability framework, particularly in the context of credit union
digitalization.

4. Research Findings and Discussion
4.1. The component and logic of the capability approach as our reference framework

The capability approach aims to assess people's development in terms of their
opportunities, abilities, and choices for utilizing resources to achieve success or create new
functions (Fernandes & Nunes, 2015). According to Robeyns and Sen, as explained in Fahmi
& Savira (2021), the components of the capability approach are available resources (means),
conversion factors, capability sets, and achieved functioning.

The available resources are the resources available in a social context. Conversion
factors are personal factors or the socio-spatial environment (external factors) that determine a
person's ability to convert resources into valuable functioning. People do not always have easy
access to available resources because of personal factors, social factors, and environmental
factors. Personal factors refer to characteristics that affect a person's physiological and
psychological state, such as age, educational background, and personal experience. Social
factors include: with one another in their communities. Environmental factors include public
amenities and infrastructure, weather conditions, and geographic attributes. A capability set
combines achievable tasks and effective methods to achieve the intended goal. A capability set
reflects a personal freedom that relies on a person's competence to see an opportunity and take
a risk. Achieved functioning is a condition where the available resources have been converted
and the person can select their desired objective in accordance with her or his valuation.

4.2. The operational framework of capability approach in the context of credit union digital
transformation

The capability approach's first key element is resources (means). In the context of credit
union digitalization, this could be interpreted as all digitalized credit union services that are
oriented directly to the members. It consists of loan and savings services, bill payments,
education, or any credit union service that elaborates on digital features. Personal factors such
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as age, educational background, and social communities, as well as environmental factors like
geographical location, weather conditions, and infrastructure provision, can hinder or
accelerate members' access to digitalized credit union services.

In the credit union's digital transformation case, the knowledge, ability, and preference
for using the digital features of its services represent the capability set. It reflects the common
members' freedom to choose whether or not to use the digital technology embedded in the
credit union's services. Their assessment of whether the technology would help them attain
their objectives determines whether or not the use of digital technology is appropriate. If they
see it as a worthwhile resource, they will strive to develop the skills to use digital technology,
and vice versa if they do not.

In the context of credit union digital transformation, functions are achieved when
members see the chance of digitalization and are willing to take the risk of using the available
resources (namely, the digital technology built into credit union operations) to help them with
their wants, activities, and work. In other words, achieved functioning in the context of credit
union digitalization refers to an individual taking real actions based on their knowledge and
ability to use digital technology and independently calculating potential outcomes and risks.

Effective functioning entails utilizing digitalized credit union services to make savings
and loan management decisions, pay their regular bills efficiently, and promote their business,
among other things. Later, these functions lead to the outcomes of digital transformation,
including an increase in savings, a decrease in reliance on consumption loans, more efficient
billing, and business expansion, all of which reflect the improved well-being of credit union
members using digital services. Figure 1 below illustrates the capability approach's operational
framework. It shows how digital transformation works, from the means (offering digitalized
credit union services) to the end result (members' well-being changing because they use
digitalized credit union services).

Societal and demographic trends Environmental changes
LANDSCAPE Macro-trends Political trends Digital trends
l Macro-economic patterns

Socio-technical Guiding principle Policies and regulation
REGIME (Cooperatives and i Technologies
Credit movement regime) configurations
NICHE Al . 3 hnical Alternative principles and values \
{Credit Union) ternative socro.-tec nical Alternative technology
configurations Alternative structure and user relation
ACHIEVED
MEANS OUTCOME
L= FUNCTIONINGS
Digitilized financial services RNCE O IO . . Using digital services: .
+ Digital loan services ? B |l + to make decision * Increase in
oot e ; r

* Digital savings services Social Factor union’s digital services related to saving, savings,
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Figure 1. The proposed operational framework of the capability approach in the context of credit union
digitalization
Source: Inspired and adapted by the author from Bajmdcy et al. (2022), Belda-Miquel et al. (2020), Fahmi &
Savira (2021), Fernandes & Nunes (2015); Gébert et al. (2017), Vicari (2014).

We consider the potential importance of the existing structures in influencing the change
process, including the digital transformation of credit unions. For this reason, the author draws
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inspiration from a study by Belda-Miquel et al. (2020), to develop a multi-level analysis of
change. This analysis aims to shed light on how the landscape and regime structure both
constrain and enable the change that grassroots initiatives like credit unions bring about. The
main concept is that the global or national landscape, which encompasses societal and
demographic trends, political patterns, macro-economic patterns, environmental changes, and
digital trends, has the potential to shape the behavior of credit unions and cooperative
movements. This influence can manifest in the form of guiding principles, technologies, and
regulations. These factors could drive credit unions' alternative strategies, as well as the
external and internal conversion variables that impact the capability process, as previously
discussed.

5. Conclusion

Applying the capability approach provides a picture of how digitalization is impacting
the credit union at the individual member level. It shed light on the sequential causal process
of how digital features of credit union services (as a means) could influence the members' well-
being. We suggest conducting additional research to empirically test the proposed operational
framework in this paper, specifically in the context of credit union digitalization. Even though
the author notes that there is a great possibility that there is some variation between specific
credit union cases when using this operational framework, Thus, when using this operational
framework, it will be more beneficial to do case studies in a specific credit union or some credit
union with similar characteristics.
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ABSTRACT

Related party transactions (RPTs) is a phenomenon that occurs in companies in Indonesia,
because the majority of companies in Indonesia are group companies. This study aims to reveal how
political connection of supervisory board and audit committee characteristics have an effect on RPTs
disclosure. In-depth interviews were conducted with audit committee and external auditor. This study
found that political connection and audit committee characteristics play a role in RPTs disclosure.
Keywords: Related Party Transactions Disclosure; political connection; audit committee
characteristics.

1. Introduction

According to the OECD, stakeholders should have timely and consistent access to
relevant, sufficient, and trustworthy information. The corporate governance structure should
ensure that all important information about related party transactions (hereafter RPTS) is
disclosed in a timely and correct manner. Certain critical functions should be performed by
the board, such as monitoring and controlling potential conflicts of interest among
management, board members, and shareholders, such as misuse of corporate assets and abuse
of RPTs.

The market needs to know whether the company is being run with all of its investors'
interests in mind. To that end, the company must fully disclose material RPTs to the market,
either individually or in aggregate, including whether they were completed at arms' length and
on normal market terms. In some jurisdictions, this is already a legal obligation. Related
parties may include entities that control or are under common control of the company,
significant shareholders, including their family members, and key executives. Transactions
involving major shareholders (or their immediate families, relationships, etc.), directly or
indirectly, can be the most difficult type of transaction.

In some jurisdictions, shareholders with a shareholding limit of 5% or more are required
to report transactions. Disclosure requirements include the nature of the relationship in which
control exists and the nature and extent of related party transactions, grouped as appropriate.
Due to the inherent opacity of many transactions, the unitholders may be required to notify the
board of the transaction, and the board will be required to disclose information to the market.
This does not exempt the board from monitoring its own company, which is an important
responsibility.
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In Indonesia, Statement of Financial Accounting Standards Number 7 (PSAK 7) defines
RPTs, as transactions carried out by an entity with managers, a board of directors, shareholders,
as well as companies and subsidiaries affiliated with that company. PSAK No. 7 regulates the
disclosure of related parties and has the scope to identify relationships and transactions with
related parties, identify balances, commitments between the entity and related parties, and
determine the disclosures required for financial statements. Entities need to disclose
transactions with related parties because transactions and financial statement balances are
influenced by parties who have a special relationship with the entity.

Entities that have transactions with related parties during the period covered by the
financial statements should disclose at least the number of transactions, the amount of the
balance, the allowance for doubtful accounts related to the amount of the balance, and the
expenses recognized during the period in the case of doubtful receivables. doubt or write-off
of receivables from related parties. Transactions disclosed with related parties include the
purchase or sale of goods, the purchase or sale of property or other assets, the provision or
receipt of services, rentals, the transfer of research and development, the transfer under license
agreements, the transfer under financing agreements, and provisions for guarantees or
collateral.

According to Wulandari and Setiawan (2021), companies engage in RPTs for three
primary reasons: economic motives, profit manipulation, and tunneling. The accounting
literature provides three different views regarding RPTs. The first opinion is the agency
hypothesis, which states that related party transactions are a mechanism for transferring wealth
between companies and related parties. The second approach is the efficient transaction
hypothesis, which considers RPTs as transactions that can maximize value because RPTs can
reduce transaction costs and can be used as an efficient transaction mechanism in
underdeveloped capital markets (Bansal and Thenmozhi, 2020). Pizzo (2013) suggests that
RPTs are influenced by organizational context and social factors, as well as complementarity
and substitution between governance factors.

Because of its distinctive institutional features, Indonesia provides an intriguing context
for this research. Habib et al. (2017b) have explained five conditions. First, Indonesia is a
strong religious country. Second, company value and company performance in Indonesia are
influenced by the company's political connections. Third, there is a high ownership
concentration. Fourth, RPTs are transactions that commonly occur in companies in Indonesia,
because the majority of companies in Indonesia are group companies. Fifth, there is weak
corporate governance in Indonesian companies.

El-Helaly (2018) suggests that corporate governance can reduce the risk of RPTs, by
taking over shareholder wealth, decreasing company value, lower quality of financial reporting,
and decreasing company performance. In their research, Anwar and Aziz (2019) show that
corporate governance will consider the interests of stakeholders, and the independence of the
audit committee has a positive effect on company profitability. The audit committee provides
recommendations to the board of commissioners regarding whether there is a risk of a potential
conflict of interest for the issuer.

Political connections consist of former members of parliament, ministers or heads of
local governments, having close links with politicians or parties, and military membership
(Habib et al., 2017a; Habib et al., 2017b; Habib & Muhammadi, 2018). Avrifin et al. (2020)
distinguish political connections into transactional political connections and relational political
connections. Joni et al. (2020) view political connections as the external side of the company.
Nasih et al. (2020) emphasize political connections owned by the board of directors, board of
commissioners, audit committee members, and company secretary members and then classify
political connections based on Bl Regulation Number 12/3/PBI1/2010. The board of directors,
the board of commissioners, audit committee members, and company secretary members are
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part of corporate governance in a company. Preuss & Konigsgruber (2021) suggest two
measures of political connections that can be measured from financial statements, namely
personal service and state ownership.

The objective of this paper is to examine how corporate political connections and audit
committee characteristics play a role in RPTs disclosure. To achieve the objective, an in-depth
interview with the audit committee and an external auditor were held and analyzed using
thematic content analysis. This research contributes to methodological and theoretical
contributions. This research uses a qualitative approach to explain how political connections
and audit committee characteristics play a role in RPTs disclosure. Previous research used the
qualitative method with a face-to-face semi structured interview to explain that there is no
requirement for a specific classification of related party transaction disclosure (Marchini et al.,
2019). Based on resource dependence theory, political connections and audit committee are
resources owned by the company to reduce uncertainty.

2. Literature Review
2.1. Network interactionist

In Indonesia, patron-client relationships have a significant influence on an organization's
business network. In countries with weak institutional environments, such as Indonesia, close
personal relationships with strong political patrons can reduce uncertainty in business and
access to public sector contracts (Turner, 2007). Networks built by the board of
commissioners/directors can reduce uncertainty and information gaps (Carney et al., 2020).

The importance of business networks in East Asian countries has been documented by
previous researchers (Carney et al., 2020). The existence of professional networks, family
networks, government networks, and political networks is important for a business
organization. There are several countries with strong networks, namely: a) China, namely
business relationships based on kinship, with networks based on business relationships, guan
xi (social connections); b) Thailand, namely family and kinship networks that form business
groups (glum thurakit); c) Philippines, namely family networks, called family-owned
conglomerates; d) Indonesia and Malaysia, namely patron-client relationships that have a
significant impact on the organization's business network. In a weak institutional environment
like Indonesia, close personal relationships with political patrons can reduce uncertainty and
secure contracts in the public sector. €) Japan, a business network known as keiretsu, which
dominates the Japanese economy. f) South Korea, a business network dominated by elite
business families known as chaebol.

2.2. Resource Dependence

In accordance with resource dependence theory, organizations seek to exercise control
over their environment by co-opting the resources needed to survive (Hillman et al., 2009). In
accordance with this perspective, governance and board membership are seen as resources that
can add value to the company (Carpenter and Westphal, 2001). A larger board of directors with
professionally qualified members can better help the company manage its resources. The
purpose of political connections can be explained by resource dependence theory, which
explains that one of the several ways companies use to reduce the uncertainty of the external
environment is to form political connections (Hillman et al., 2009).

2.3. Isomorphism Normative

There are three mechanisms of institutional isomorphism, namely: 1) coercive
isomorphism. Coercive isomorphism stems from formal and informal pressures exerted on the
organization by other organizations on which it depends and by cultural expectations in the
society in which it functions. 2) mimetic isomorphism. Not all organizations are isomorphism
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and when the organization has poor technology and the goals of the company are ambiguous
or when the environment of the organization creates uncertainty, it encourages the company to
model other organizations. Modeling is a solution for organizations to reduce uncertainty.
Organizations tend to model their own organizations after similar organizations in their field
that are considered more successful. 3) normative isomorphism. Normative isomorphism
mainly comes from professionalization. Professionalization consists of two aspects: formal
education and elaboration with professional networks (Dimaggio and Powell, 1983).

2.4. Previous Research in Political Connections, Audit Committee Characteristics, and RPTs
Disclosure

A previous study documented a quantitative method to explain the effect of corporate
political connections on RPTs disclosure. Habib et al. (2017b) documented an association
between political connections and RPTs size. Previous studies have examined the relationship
between corporate governance and RPTs disclosure (Utama and Utama, 2014a; 2014b).
Marchini et al. (2019) used the qualitative method with a face-to-face semi structured interview
to explain that there is no requirement for a specific classification of RPTs disclosure.

Several studies have documented the effect of the number of audit committee meetings
on several types of accounting information disclosure. Chariri and Januarti (2017) presented
results showing that the frequency of audit committee meetings has a positive effect on
financial reporting. Research in Indonesia has examined the characteristics of audit
committees. Syofyan et al. (2021) found that the frequency of audit committee meetings is
positively related to the timeliness of reporting. Haji (2015) presented evidence that the
number of audit committee meetings has a positive effect on intellectual capital disclosure.
Appuhami and Tashakor (2017) tested the influence of audit committee characteristics and
found that the number of audit committee meetings had a positive effect on corporate social
responsibility disclosure. Salehi and Shirazi (2016) presented evidence that the number of
audit committee meetings has a negative effect on the quality of company disclosure.

Several studies have documented the influence of audit committee expertise on certain
types of accounting information disclosure. The financial expertise possessed by audit
committee members influences shorter audit reporting delays and increases the timeliness of
financial reporting (Sultana et al., 2015). Chariri and Januarti (2017) stated that audit
committee expertise has a positive effect on financial reporting. Dewayanto et al. (2017)
presented evidence of a positive relationship between the experience and competence of the
audit committee and the disclosure of the internal control index. Expertise in the audit
committee can eliminate earnings management (Suprianto et al., 2019; Mardjono et al., 2020;
Dwiharyadi, 2017). Irwandi and Pamungkas (2020) suggest that the legal expertise of audit
committee members moderates the strength of the relationship between the risk of investor
distrust and the quality of financial reporting. The financial expertise of audit committee
members is considered a major determinant of the effectiveness of financial reporting (Garner
and Conover, 2016). Haji (2015) shows that the audit committee's financial expertise
influences intellectual capital disclosure. Salehi and Shirazi (2016) presented evidence that the
financial expertise of the audit committee has a positive effect on the quality of company
disclosure.

Several studies have presented evidence of the influence of audit committee expertise on
RPTs disclosure. Sellami and Fendri (2017) stated that accounting and financial expertise
combined with industry expertise possessed by audit committee members is better in increasing
TPB disclosure compared to accounting and financial expertise. Institutional theory, in this
case normative isomorphism, mainly comes from professionalization. Professionalization
consists of formal education and professional networks. The audit committee expertise in
accounting and finance is in accordance with the normative isomorphism theory.
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3. Research Methods

The open-ended interview questions were developed to fulfill the research objective. The
questions were structured under four headings: political connection, related party transactions,
audit committee meetings, and audit committee supervision of system and procedure. In-depth
interviews were conducted in 2023 with one audit committee and one external auditor. A copy
of the interview guide can be found in Appendix 1. The questions were centered around how
political connections and corporate governance affect related party transaction disclosure. The
variety of interviewee profiles can be clearly seen in Table 1.

Table 1. Participant

Code Description Interview Duration
P1, CA Audit committee in BUMN 41 minutes
P2, EA Eksternal auditor 34 minutes

Following contact by phone to make appointments, interviews were conducted online
using the Zoom meeting platform. The interviews (recorded with the permission of the
interviewees) lasted for 41 minutes for participant 1 (P1) and 34 minutes for participant 2 (P2).
Qualitative data collected during the interviews was in the form of audio files saved from the
Zoom meeting platform. The audio data were subsequently transcribed by one of the
researchers to convert the data into text, which enabled the application of text analysis. The
original interviews were conducted using Indonesian and converted to English. The qualitative
data were analyzed using thematic analysis, which can be defined as “a method for identifying,
analyzing, and reporting patterns (themes) within data” (Braun and Clarke, 2006). It is a
systematic way of identifying all the main concepts arising in the interviews and then
categorizing these into common themes. Given the relatively small number of interviews, the
data were processed manually.

Thematic analysis organizes and describes data in a more detailed form. Data collected
during the interview process was recorded and saved in the form of audio files. The audio data
is then transcribed to convert the data into text data that can be analyzed. Thematic analysis is
used to interpret textual data. In this study, themes are identified and built on the issue being
researched. The main themes developed are related party transactions and corporate
governance.

Transcription is a process for changing audio data obtained during the interview process
into a text document. The transcription process allows researchers to classify and analyze data
systematically. The thematic analysis used aims to assist in transforming qualitative
information into manageable and meaningful concepts. The transcription process includes
steps to convert audio data collected during the interview process into a data set. Analytical
tools are needed to transform data into meaningful information. This transformation involves
coding qualitative information and requires explicit coding. Codes can be a list of themes, a
complex model consisting of themes, indicators, and related qualifications, or something in
between (theme and model). Figure 1 explains the steps in a qualitative approach, namely

a. Organize and prepare data for the analysis stage. At this stage, the process of
transcription of the company's annual report and interview recordings is carried out.

b. Read all the data. At this stage, the entire meaning of the information obtained in the
first stage will be studied.

c. Code the data. Coding data is a process for organizing data by taking text data obtained
during data collection, sorting sentences or paragraphs into categories, and labeling
categories using measurements.
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d. Use the coding process to produce a description of a situation or person as well as
categories or themes for analysis. A description includes details about people, places,
or events in a setting. The coding process is also used to generate themes or categories.

e. Interrelated themes describe how descriptions and themes will be represented in the
qualitative narrative. The approach used is a narrative section to convey the findings of
the analysis.

f. The final step in data analysis is making interpretations in a qualitative approach from
the findings or results. Interpretation of the results can come from the researcher's
personal interpretation or by comparing it with the theory used as a reference.

The data consists of transcripts from interviews with audit committee members from
companies selected from the sample (P1, KA) and external auditors (P2, AE).

Interpreting the Meaning of
Themes/Descriptions

fr

Interrelating
Themes/Description

) ]

Themes Deszcription

i U

Walidating the ;
Accuracy of the Cj Coding the Data Manually

Information
Feading Through Alll Diata

|

Organizing and Preparing
data for Analysis

I

Transcripts

Fesource: Creswell (2014)
Figure 1. Steps in Data Analysis

Interviews were conducted using the Zoom meeting platform. Data obtained during the
interview is in the form of audio files stored in a video recording device downloaded from the
Zoom meeting application. The audio data is then transcribed to convert the data into written
data. In this research, themes were identified and built around RPTs disclosure. There are
several steps in the analytical cycle to analyze data in the form of interviews, namely
description, comparison, categorization, conceptualization, and theory development. To
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perform the analytical process, a bookcode and thick description are used. The codebook can
be seen in Appendix 2, and the thick description is in Appendix 3. The research design was
highlighted in Figure 2.

Data Collection
7 semi-structured 1 audit committes
interviews 1 external auditor
Dazta Analysiz

Qualitative content Coding system developed
analysis inductively

Fescurce: Boruchowitch and Fritz (2022)

Figure 2. Research Design

4. Research Findings and Discussion
This section provides the results of the interviews as they relate to the research questions
detailed previously. These questions, in turn, are then answered in the conclusion.

4.1. Political Connection

According to Preuss and Konigsgruber (2021), political connections can be measured
using eight proxies, and this research uses political connection proxies, which are measured by
politicians' positions on company boards of commissioners and government share ownership.
The interview stage was carried out to explore the role of political connections and government
share ownership on the RPTs disclosure.

There is influence, for example, in state-owned mining companies whose parent companies are
The Ministry of Energy and Mineral Resources and The Ministry of State-Owned
Enterprises. Well, the mining commissioner of course comes from the government. (P1,
AC)

The Ministry of SOEs does, the Ministry of Energy and Mineral Resources does. (P1, AC)
Well, of course, if mining is the commissioner, which one is from the government. (P1, AC)

The existence of political connections means that many commissioners do not understand their
capacity as company supervisors because their knowledge and knowledge in accounting
and tax reporting may not be understood. (P2, EA)

So if he has anything to do with a political party, he is not allowed to join. (P2, EA)

By using the code words 'BUMN', ‘The Ministry of Energy and Mineral Resources’, 'The
Ministry of State-Owned Enterprises', and ‘government’, the analysis carried out on the first
participant's statement shows that political connections, in this case government share
ownership, play a role in the transparency of related party transactions. By using the code
words ‘political connection' and ‘political party’, the analysis carried out on the second
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participant's statement shows that political connections, in this case the political connections
of the board of commissioners, play a role in the transparency of related party transactions.

4.2. Audit Committee Characteristics

The qualitative stage aims to find out how committee characteristics play a role in disclosing
related party transactions. There are several participant statements that examine the role
of audit committee meetings.

Well, this was, that, detailed and in-depth, yes, because we know very well the conditions why
party A did not pay us immediately, what the difficulties were, well, we already knew
that from the internal auditor, they gave us a quarterly report, then at the director and
commissioner level, this has also been discussed in the monthly reports from directors to
commissioners. (P1, AC)

This is deep, we are under the realm of law, yes. If we make a mistake, what is it called, give
a recommendation, give a wrong solution, we are in the realm of law. So, we have to be
really careful, then we understand the problem, the existing debts and receivables, and
so on, as clearly as possible, then, we as representatives of minority shareholders on the
stock exchange, of course we want to provide good transparency, that's clear, that's it. It's
not detrimental, just what's fair, what's right. It's not detrimental to the company, or
anything, but the sentence that was written sounds very clear, that's how it is. (P1, AC).

One, for example in the financial statements, the disclosures may have hundreds of items,
because the accounts will be explained, for example, accounting policies. There may be
several, a, b, ¢, d, e, so right, well we discuss it in detail and in depth, because the audit
committee is given the opportunity to review yes, review, he will review until the end of
the financial statements. (P1, AC)

The audit committee itself, when holding meetings with management in presenting financial
report presentations, if the SOP rules are regulated, which ones must be disclosed in the
meeting agenda will definitely be clearer, which limits are violated, risks -what risks,
what management can cause distortion. (P2, EA)

If it's red, it's a concern, when we meet the risk monitoring committee... Well, why is it red?
Well, you can't lie anymore, because the application control itself has already said that,
right? (P2, EA)

I think eee the rules that ee set both eee limits and eee what should be opened in eee meetings,
meeting agendas, it determines eee the supervisory function itself in addition to eee SOPs
or internal controls or eee delivery of authority systems that have been set up at the
beginning. (P2, EA)

By using the code words 'detailed’, 'deep’, 'review', 'meeting' (in Bahasa Indonesia:
pertemuan), 'meeting’, 'meeting’ (in Bahasa Indonesia: rapat), and 'meeting agenda’, the analysis
carried out on participant statements shows that audit committee meetings are carried out in
detail, in depth, and discuss the presentation of financial report.

At the interview stage, information was sought on how the characteristics of the audit
committee play a role in the transparency of related party transactions. There are several
participant statements that examine the role of audit committee types, namely
So there is a main commissioner, who is usually also an independent commissioner, he is an
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expert in maritime affairs, and so on, for example. Because our production is at sea too,
right? Then secondly, independent commissioner, which was because of his expertise.
Then the regular commissioner. So, for example, an ordinary commissioner could come
from the government, or at the request of the region. (P1, AC)

The commissioner is the supervisor, and the rules of the audit committee itself are actually in
its capacity to assist the board of commissioners to carry out the supervisory function in
company management. (P2, EA)

And that makes it easier for all parties, both internal audit and the audit committee, which helps
supervise the implementation of supervisory functions within the company. (P2, EA)

If these limitations are presented and expressed, it will be very, very helpful for us as an audit
committee in supervising company management. (P2, EA)

By using the code words 'commissioner', 'audit committee', and ‘supervisor’, the
interview results showed that participants explained the types of commissioners who discussed
the company's financial reports at audit committee meetings. One type of commissioner is an
independent commissioner, who is the chairman of the audit committee. And the function of
the audit committee is to monitor company management.

There are several participant statements that examine the role of the accounting and/or
financial educational background of audit committee members.

The audit committee must consist of two, one whose background is geology, the other whose
basis is finance, because according to POJK regulations, at least one member of the audit
committee must understand accounting or finance, that is, or business, like that. (P1, AC)

At least one member of the audit committee must understand accounting or finance, or
business, like that. (P1, AC)

Well, that's actually good because they collaborate, complement each other, that's how it is.
(P1, AC)

The OJK regulations themselves actually already exist, so there must be someone who is an
expert in auditing. (P2, EA)

By using the code words 'accounting', 'finance', 'collaboration’, ‘complement’, and
‘audit’, the results show that an expertise background in accounting, finance, or auditing is one
of the requirements that must be met in the composition of the audit committee.

In general, the interview results show that political connections, audit committee
characteristics (number of meetings, type, and accounting and/or financial expertise) play a
role in the transparency of related party transactions. The research results support network
interactionist theory (Carney et al., 2020), resource dependence theory (Hillman and Collins,
2009), and normative isomorphism theory (Dimaggio and Powell, 1983). Figure 3 explains
the framework for analyzing the results.
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Figure 3. Framework for analyzing results

5. Conclusion

The results of this research show that political connections, in this case, government
ownership and the political connections of the supervisory board, play a role in the RPTs
disclosure. Audit committee meetings are held in detail, in depth, and discuss the presentation
of financial reports. The audit committee functions as a supervisor of company management.
Expertise in accounting, finance, or auditing is one of the requirements that must be met in the
composition of the audit committee. A limitation is that the participants in the interview
sessions were audit committee members and external auditors. Future research can add the
board of commissioners, the board of directors, and the company secretary as participants.

This study supports network interactionist theory (Carney et al., 2020), resource
dependence theory (Hillman and Collins, 2009), and institutional theory, namely normative
isomorphism (Dimaggio and Powell, 1983). The purpose of political connections can be
explained using resource dependence theory, which states that one of the several ways
companies use to reduce the uncertainty of the external environment is to form political
connections (Hillman et al., 2009). The research results have implications for the application
of institutional theory, namely normative isomorphism. Normative isomorphism mainly comes
from the professionalization of audit committee members; that audit committee members must
have expertise in accounting, finance, and auditing to support their professional duties.

References

Anwar, Z., & Aziz, B. (2019). Does Corporate Governance Stimulate Firm Performance ?
Assessing Corporate Governance Practices. New Horizons, 13(1), 107-126.

Appuhami, R., & Tashakor, S. (2017). The Impact of Audit Committee Characteristics on CSR
Disclosure : An Analysis of Australian Firms. Australian Accounting Review, 27(4), 400—
420. https://doi.org/10.1111/auar.12170

Arifin, T., Hasan, I., & Kabir, R. (2020). Transactional and relational approaches to political
connections and the cost of debt. Journal of Corporate Finance, 65(August), 101768.
https://doi.org/10.1016/j.jcorpfin.2020.101768

Bansal, S., & Thenmozhi, M. (2020). Does Concentrated Founder Ownership Affect Related
Party Transactions ? Evidence from an Emerging Economy. Research in International
Business and Finance, 53, 101206. https://doi.org/10.1016/j.ribaf.2020.101206

Boruchowitch, F., & Fritz, M. M. C. (2022). Who in the firm can create sustainable value and
for whom? A single case-study on sustainable procurement and supply chain



64 | PROCEEDINGS THE 3RP INTERNATIONAL CONFERENCE ON ECONOMICS,
BUSINESS, AND MANAGEMENT RESEARCH (ICEBMR)

stakeholders.  Journal of  Cleaner  Production, 363(June), 132619.
https://doi.org/10.1016/j.jclepro.2022.132619

Braun, V., & Clarke, V. (2006). Using thematic analysis in psychology. Qualitative Research
in Psychology, 3, 77-101. https://doi.org/10.1191/1478088706qp0630a

Carney, R. W., Child, Travers Barclay, & Li, X. (2020). Board connections and crisis
performance : Family , state , and political networks. Journal of Corporate Finance,
64(April), 101630. https://doi.org/10.1016/j.jcorpfin.2020.101630

Carpenter, Mason A dan Westphal, J. D. (2001). The Strategic Context of External Network
Ties : Examining the Impact of Director Appointments on Board Involvement in Strategic
Decision Making Author ( s ): Mason A . Carpenter and James D . Westphal Published
by : Academy of Management Stable URL : htt, 44(4), 639-660.

Chariri, A., & Januarti, I. (2017). Audit Committee Characteristics and Integrated Reporting :
Empirical Study of Companies Listed on the Johannesburg Stock Exchange. European
Research Studies Journal, XX(4B), 305-318.

Creswell, J. W. (2014). Research Design. Qualitative, Quantitative, and Mixed Method
Approaches (Fourth edi). Thousand Oaks, California: SAGE Publications Inc.

Dewayanto, T., Suhardjanto, D., Bandi, & Setiadi, I. (2017). Ownership Structure , Audit
Committee , and Internal Control Disclosure : Indonesia and. Review of Integrative
Business and Economics Research, 6(4), 353-364.

Dimaggio, P. J., & Powell, W. W. (1983). The iron cage revisited : Institutional isomorphism
and collective rationality in organizational fields. American Sociological Review, 48(2),
147-160.

Dwiharyadi, A. (2017). Pengaruh keahlian akuntansi dan keuangan komite audit dan dewan
komisaris terhadap manajemen laba (. Jurnal Akuntansi Dan Keuangan Indonesia, 14(1),
75-93.

El-Helaly, M. (2018). Related-party transactions : a review of the regulation , governance and
auditing  literature. = Managerial  Auditing  Journal,  33(8/9),  779-806.
https://doi.org/10.1108/MAJ-07-2017-1602

Garner, S. A., Hutchison, P. D., & Conover, T. L. (2016). The Effect of SEC Disclosure
Regulation Regarding Audit Committees’ Financial Experts on Foreign Private Issuers
Cross-Listed on U.S. Securities Exchanges. Journal of International Accounting
Research, 15(2), 7-26. https://doi.org/10.2308/jiar-51375

Habib, A., & Muhammadi, A. H. (2018). Political connections and audit report lag : Indonesian
evidence lag. International Journal of Accounting & Information Management, 26(1),
59-80. https://doi.org/10.1108/IJAIM-08-2016-0086

Habib, A., Muhammadi, A. H., & Jiang, H. (2017a). Political connections , related party
transactions , and auditor choice : Evidence from Indonesia. Journal of Contemporary
Accounting & Economics, 13(1), 1-19. https://doi.org/10.1016/j.jcae.2017.01.004

Habib, A., Muhammadi, A. H., & Jiang, H. (2017b). Political Connections and Related Party
Transactions : Evidence from Indonesia. [International Journal of Accounting.
https://doi.org/10.1016/j.intacc.2017.01.004

Haji, A. A. (2015). The role of audit committee attributes in intellectual capital disclosures
Evidence from Malaysia. Managerial Auditing Journal, 30(89), 756-784.
https://doi.org/10.1108/MAJ-07-2015-1221

Hillman, A. J., Withers, M. C., & Collins, B. J. (2009). Resource Dependence Theory : A
Review. Journal of Management, 35(6), 1404-1427.
https://doi.org/10.1177/0149206309343469

Irwandi, S. A., & Pamungkas, 1. D. (2020). Determinants of Financial Reporting Quality :
Evidence from Indonesia. Journal of International Studies, 13(2), 25-33.
https://doi.org/10.14254/2071-8330.2020/13-2/2



“Shaping the Sustainable Future:
Trends and Insights in Economics, Business, Management, and Information Technology” | 65

Joni, J., Ahmed, K., & Hamilton, J. (2020). Politically connected boards , family business
groups and fi rm performance Evidence from Indonesia. Journal of Accounting &
Organizational Change, 16(1), 93—121. https://doi.org/10.1108/JAOC-09-2019-0091

Marchini, P. L., Andrei, P., & Medioli, A. (2019). Related party transactions disclosure and
procedures : a critical analysis in business groups. Corporate Governance, 19(6), 1253—
1273. https://doi.org/10.1108/CG-08-2018-0281

Mardjono, E. S., Chen, Y., & He, L.-J. (2020). Earning Management and The Effect
Characteristics of Audit Committee, Independent Commissioner: Evidence from
Indonesia. International Journal of Business and Society, 21(2), 569-587.

Nasih, M., Al-Cholili, A. S., Harymawan, 1., Haider, 1., & Rahayu, N. K. (2020). Political
Connections , Overinvestment and Governance Mechanism in Indonesia. Cogent
Economics & Finance, 8, 1-23. https://doi.org/10.1080/23322039.2020.1790220

Pizzo, M. (2013). Related party transactions under a contingency perspective. J Manag Gov,
17,309-330. https://doi.org/10.1007/s10997-011-9178-1

Preuss, S., & Konigsgruber, R. (2021). How do corporate political connections influence
financial reporting ? A synthesis of the literature. Journal of Accounting and Public
Policy, 40(1), 106802. https://doi.org/10.1016/j.jaccpubpol.2020.106802

Salehi, M., & Shirazi, M. (2016). Audit committee impact on the quality of financial reporting
and disclosure Evidence from the Tehran Stock Exchange. Management Research
Review, 39(12), 1639-1662. https://doi.org/10.1108/MRR-09-2015-0198

Sellami, Y. M., & Fendri, H. B. (2017). The effect of audit committee characteristics on
compliance with IFRS for related party disclosures Evidence from South Africa.
Managerial Auditing Journal, 32(6), 603—626. https://doi.org/10.1108/MAJ-06-2016-
1395

Setiany, E., Hartoko, S., Suhardjanto, D., & Honggowati, S. (2017). Audit Committee
Characteristics and Voluntary Financial Disclosure. Review of Integrative Business and
Economics Research, 6(3), 239-254.

Sultana, N., Singh, H., & Zahn, J. W. M. Van Der. (2015). Audit Committee Characteristics and
Audit Report Lag. [International Journal of Auditing, 19, 72-87.
https://doi.org/10.1111/ijau.12033

Suprianto, E., Rahmawati, R., Setiawan, D., & Aryani, Y. A. (2019). Controlling Generation of
Family Firms and Earnings Management in Indonesia : The Role of Accounting Experts
of Audit Committees. Journal of International Studies, 12(3), 265-276.
https://doi.org/10.14254/2071-8330.2019/12-3/21

Syofyan, E., Septiari, D., Dwita, S., & Rahmi, M. (2021). The characteristics of the audit
committee affecting timeliness of the audit report in Indonesia. Cogent Business &
Management, 8, 1-17. https://doi.org/10.1080/23311975.2021.1935183

Turner, S. (2007). Small-Scale Enterprise Livelihoods and Social Capital in Eastern Indonesia :
Ethnic Embeddedness and Exclusion. The Professional Geographer, 59(4), 407-420.
https://doi.org/10.1111/1.1467-9272.2007.00631.x

Utama, C. A., & Utama, S. (2014a). Corporate governance , size and disclosure of related party
transactions , and firm value : Indonesia evidence. International Journal of Disclosure
and Governance, 11(4), 341-365. https://doi.org/10.1057/jdg.2013.23

Utama, C. A., & Utama, S. (2014b). Determinants of disclosure level of related party
transactions in Indonesia. International Journal of Disclosure and Governance, 11(1),
74-98. https://doi.org/10.1057/jdg.2012.15

Waulandari, T. R., & Setiawan, D. (2021). Ownership concentration , foreign ownership and
tunneling in Indonesia. Rajagiri Management Journal, 0972-9968(260).
https://doi.org/10.1108/RAMJ-12-2020-0068



THE 3RP INTERNATIONAL CONFERENCE ON ECONOMICS, BUSINESS, AND 7
MANAGEMENT RESEARCH (ICEBMR)
“Navigating the Blue Economy: Sustainable Development Goals and Trends in }
Economics, Business, Management, and Information Technology” \ /)
https://e-conf.usd.ac.id/index.php/icebmr/ | [SSN: 3032-596X | Vol 3, 2024

SUSTAINABLE BRANDING STRATEGIES OF
NIGERIAN BOTTLING COMPANY (COCA-COLA):
ENHANCING CONSUMER PERCEPTIONS IN
NIGERIA’S BLUE ECONOMY

Lydia Nkechi Philip
Universitas Islam International Indonesia
Email: lydiaphilip788@gmail.com

ABSTRACT

The study is directed to the issue of identification of how the branding strategies of the Nigerian
Bottling Company (NBC) are used to change consumer attitudes towards the country's blue economy.
The objective here is to look into aspects that make consumers choose NBC's eco-friendly brand and
indicate useful approaches to green branding. Through in-depth discussions with the marketing and
sustainability experts of NBC, we can obtain insights into the company's initiatives. The consumer
survey will monitor the audience's level of awareness, attitudes, and purchase intentions. The revealed
results of the qualitative and quantitative studies are to pinpoint the most significant factors that
promote sustainable brand image among Nigerian consumers. This study expands existing knowledge
on sustainable branding in Nigeria’s blue economy, adding to literature that is still quite limited by
illustrating how consumption behavior impacts branding dynamics and brand maintenance approaches
in this environment. The above findings will apply to NBC as well as other operators in the ocean
industry. Eco-conscious consumers will be attracted if these companies operate sustainably according
to the principles of environmentally friendly branding.
Keywords: Blue Economy, Consumer Perception, Environmental Consciousness, Sustainable Branding

1. Introduction

Nigerian Bottling Company (NBC) - a local bottler for Coca-Cola products in Nigeria -
has been the trail-blazer in an environmental friendly approach to branding in the nation's blue
economy as shown by (Sustainability Takes Center Stage as Nigerian Bottling Company
Unveils Green Area in Abuja, 2023). The Blue Economy, which is centered the sustainable-use
of oceans resources for the growth of business, improved livelihoods and job creation. It has
become a component of the Nigeria economic development focus (Okon Jacob & Joseph
Umoh, 2022). In such a situation, the specific branding techniques used by NBC that aim to
boost the brand’s image and create a strong connection with consumers in terms of
sustainability become highly valuable.

The research problems scrutinized in the study is to assess whether the advertiser's
strategy, as deployed by the Nigerian Broadcasting Corporation, contributes to the development
of a favorable background by the Nigerians to the blue economy (Gbadegesin & Akintola,
2021). The aim of this study is to identify the aspects that support the use of NBC's ecofriendly
brand by the consumers and to examine the effective ways to use green branding in this context
(Adegbite & Nwankwo, 2021).

Two key research questions guide this study:

a. What are the specific branding strategies employed by NBC to promote its
sustainable image and influence consumer perceptions of the blue economy in
Nigeria?
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b. How do consumers in Nigeria respond to NBC's sustainable branding efforts,
and what factors contribute to their attitudes and purchase intentions towards
the company's eco-friendly products?

The novelty of this study is the concentrated on the blue economy sector as one of the
intersections of sustainable branding in the Nigerian context; the area that has not been a subject
of literature review in the existing one (Okon Jacob & Joseph Umoh, 2022). Through NBC's
strategies and the way consumers reacted to these projects, this study intends to enlarge the
intellectual base around branding in the country's maritime sectors.

The outcomes of this study have pertinent implications for NBC and other actors in the
ocean business in Nigeria. Consequently, eco-friendly brand image can become a more
powerful factor in consumer behaviour, if we look at what generates it and how it works. Thus,
realising this potential blue economy companies can design more efficient eco-conscious
branding strategies to attract those environment conscious consumers, who are the ones to
contribute to the development of the blue economy and success of eco-business schemes
(Okeke, 2021).

The research will be structured as follows: To begin, the latest scientific findings on the
Sustainable Branding and the Blue Economy will be reviewed in literature review. In
continuation, the procedures including both the qualitative and the quantitative methods will
be duly explained. The study findings, including the specialists ' expertise in marketing and
sustainability at NBC, will be analyzed as well. Concluding, the study will describe its findings
and explain details of the proposed study that will be conducted.

2. Literature Review

In the blue economy, sustainable branding strategies have gained more and more
attention as companies try to implement this technological development so that their brand
image would correspond to the environmentally sustainable idea (Sustainability Takes Center
Stage as Nigerian Bottling Company Unveils Green Area in Abuja, 2023). The matter of
sustainable branding implies using marketing and communication tools to bring to the forefront
more eco-friendly approaches and products, so to change consumers’ perceptions about
environment protection hand in hand with their behavior.

The study of blue economy in Nigeria has not been elaborated to demonstrate any role
of sustainable brands in terms of consumers' opinions in particular. While those are made in
other scenarios, though, research finds crucial lessons aiming to inform this study.

It 1s very important for sustainable branding to have eco-friendly bags or boxes. The
research conducted by Kotler et al. (2019) suggested that the packaging design and materials
has a significant role in the conformation of the consumers’ perception of brand sustainability.
The usage of eco-friendliness by NBC as regards the adoption of recyclable bottles and
packaging that would biodegrade easily is a step in the right direction that might work in
creating a sustainable brand image and attracting environmentally conscious consumers.

Moreover, having corporate social responsibility (CSR) programs is one of the main
features of sustainable branding as well. The support for CSR initiatives of organizations that
are directed to environmental conservation, and community growth as being seen as socially
responsible and environmentally conscious (Sustainability Takes Center Stage as Nigerian
Bottling Company Unveils Green Area in Abuja, 2023). NBC’s engagement in activities like
beach clean-ups, marine protection and sustainable fishing helps to raise a positive attitude
among consumers regarding the company's involvement in the profits of the sea and sustainable
policies.

Consumers" attitudes and related behaviors related to sustainable brands are conditioned
by a variety of determinants. One of the factors lies in the area of environmental consciousness.
It becomes easy for the consumers who are more concerned about environmental issues and
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have developed change in their lives to select the brands followed by the sustainable practices
(Kotler et al. , 2019). As a result, examining the level of environmental consciousness of the
customers in Nigeria and their knowledge of the blue economy will be central in the assessment
of the sustainability success of the blue branding strategies by the NBS.

Moreover, consumer confidence too takes hold in significant position in green marketing.
According to (Sustainability Takes Center Stage as Nigerian Bottling Company Unveils Green
Area in Abuja, 2023), consumers tend to trust retail brands that show their willingness and
commitment to sustainability by being transparent about their sustainable practices. NBC's
sustainable practices, practiced through labeling/disclosures, could make a new channel of
communication that will create consumer trust and build their sustainable brand image.

However, the knowledge on sustainable branding in the blue economy is scarce, with just
few works mainly in stark contrast to the Nigerian context. In this study, we plan to fill the gap
by looking at branding techniques used by NBC and investigating the impacts of these branding
techniques on consumer perceptions. Through investigating the linkage of consuming
behaviour, branding dynamics and brand maintenance principles, this study will be devoted to
the current understanding of green branding in the context of the Nigerian blue economy (Okon
Jacob & Joseph Umoh, 2022).

3. Methodology
The mixed-method approach of the study examines sustainable branding strategies that
the Nigerian Brewing Company (NBC) used in Nigeria's blue economy and their effects on the
perception of consumers in that area.
3.1 Qualitative Approach
This study also includes interviews with marketing and sustainability experts at NBC,
these interviews hold qualitative aspect of the study. By purposive sampling, participants will
be chosen from the company’s marketing and sustainability departments. The interviews will
target to get an in-depth understanding of the exclusive branding strategies put forth by NBC
in the name of being eco-friendly and thereby getting the consumers comfortable with the blue
economy. The interview questions will cover topics such as:
a. NBC'ssustainability initiatives and their integration into the company's branding efforts
b. The communication channels and messaging used to convey the company's
commitment to the blue economy
c. Challenges and opportunities faced in implementing sustainable branding strategies
d. Perceptions of consumer responses to NBC's sustainable branding efforts
The qualitative data will be coded and then analyzed by means of theme analysis to single
out the main topics ranked with the highest frequency of appearance.

3.2 Quantitative Approach
The quantitative part of the research will center on a consumer survey that will determine
the level of awareness, attitude, and intention to purchase to an extent of NBC's sustainable
efforts to the consumer.
A sample consisting of 248 customers who are being drawn randomly from different
locations across Nigeria will be used. The survey will include questions on:
a. Awareness of the blue economy and environmental issues
b. Perceptions of NBC's sustainable branding and its impact on brand image
c. Factors influencing consumer attitudes and purchase intentions towards NBC's eco-
friendly products
d. Demographic information (age, gender, and education level)
The quantitative information will be handled through the use of data analytical methods
like descriptive statistics, and correlation analysis among others. These techniques will help in
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finding the strong factors that influence consumer perceptions and attitudes toward NBC's
branding approach which is centered on sustainability.

With a comprehensive integration of qualitative findings with the quantitative results, an
in-depth comprehension of the way in which the green branding tactics of NBC influence
Nigerian consumers' perception in regards to the blue economy will be achieved. These results
will help expand what we already know about Green Marketing and provide a practical guide
for the operators of the ocean business.

4. Research Findings and Discussion
This study examines the Sustainable branding strategies of nigerian bottling company
(coca-cola): enhancing consumer perceptions in nigeria’s blue economy.

The demographical distribution:
The demographic information includes a sample size of 249 participants from Nigeria.

The participants, including Male and female

Table 1. Gender of the respondents

Gender Frequency Percentage
Female 130 52

Male 118 48

Total 248 100

Source: Fieldwork by the author, 2024

On the survey, gender split is evenly enough with a little bit edge for women (52%) while
men (48%) endure slight edge.

Table 2. Age of the respondents

Age Frequency Percentage
18-24 94 38

25-34 105 42

35-44 31 13

45-54 15 6

55+ 3 1

Total 248 100

Source: Fieldwork by the author, 2024

The most reported age group to the survey was 25-34 years with 42 % of total
participants. The other one is the age of adolescents that is younger than 25 years old (18-24),
which is 38%. The remaining age groups have a significantly lower representation: 35-44 (13
%), 45-54 (6%), and 55 + (1%).

Table 3. Educational level of the respondents

Educational level Frequency Percentage
High school diploma 58 23

college 32 13
Bachelor’s degree 104 42
Graduate Degree 54 22

Total 248 100

Source: Fieldwork by the author, 2024
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The largest group of respondents i.e., 42%, have education level Bachelors Degree. The
Tertiary education programs like the Graduate degrees are the second following suit at 22%.
pooling 36% of respondents with high school diploma (23%), some college experience (13%).

RQ1. What are the specific branding strategies employed by NBC to promote its
sustainable image and influence consumer perceptions of the blue economy in Nigeria?
Open ended questions

Based on this, we asked four open-ended questions and got answers back from the

consumers. The answers were scrutinized, and then a brief synopsis is carried out below.

1. Does NBC effectively integrate its sustainability initiatives into its branding efforts to

create a positive and environmentally conscious image?

Answer: Sustainability initiatives implemented by NBC were among the main things
participants appreciated; they included use of recyclable and recycled packaging materials,
investments in marine conservation programs, and electing staff and participants to join beach
clean-up activities. These programs were deliberately connected with the company’s branding
intention at the end to show its degree of devotion to environmental sustainability and the deep
blue savings.
“We have been persistently endeavoring to often associate the brand image with the
sustainability practices. Our drift of packaging, our campaigns of marketing and our
communication of community all reflect the measures we have taken to protect marine
environment and stimulate the prosperity in blue economy.”

2. What communication channels and messaging does the company use to display its
commitment to the blue economy?

Answer: The experts highlighted the necessity of sound communication skills and, most
importantly, interactive stakeholder participation in crafting sustainable branding strategy.
NBC after all remains affable with customers, local communities and environmental societies
in order to pass the message about its sustainability endeavours and the blue economy.
“We know communicating to our stakeholders our Sustainability initiatives is important. That's
why we use various channels ranging from social media to community events to story-tell and
inspire others to involve in protecting oceans and creating the blue economy.”

3. What are the Challenges and opportunities faced in implementing sustainable branding
strategies?

Answer: The interviews too identified some issues encountered by NBC in the actualization of
sustainability branding. These included the preferably high expenses that are related to
sustainable packaging materials and the corresponding necessity of continuous innovation to
lead the market.
Despite all these contestations, however, the ones who participated felt highly positive towards
the future of NBC's eco-conscious marketing initiatives. They talked about the fact that the
organization is devoted to sustainable development and spares some resources to make the
research, which may bring about new solutions and improve current practices.
“We acknowledge that there is always some progress to be made. We are committed to
conducting R&D in alternative packaging materials and technologies that can further help us
reduce our ecological footprint. Our long-term targets are to constantly bring about innovation,
while prompting others within the blue economy to follow suit.”

4. What are the Perceptions of consumer responses to NBC's sustainable branding efforts?
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Answer: The participants stated sustainability initiatives of the NBC leads to the build of trust
and eventually develop of consumer perception and brand loyalty. Customers have learned to
be more mindful of environment-oriented actions taken by the company, which then leads to
an increased possibility that they choose gets NBC products instead of those of competitors.
“The customers we serve have been more attached to environmental concerns and have seen
our brand as taking sustainability to heart. This has gone to show that there is a direct
correlation between us and the blue economy and has so far strengthened our brand identity.”

Results from this study essentially reveal to us that green brand is a focal point in the
Blue Economy. It is the case of Nigerian Bottling Company that highlights the absolute
necessity of ascertaining a company's sustainability policies and communication strategies
alongside its brand gesture.

Through the careful insertion of the environmental tasks into the branding operations of
the company, NBC has been witnessed to create a solid competitive advantage and be able to
appeal to the ever-growing demand for eco-friendly products. Although the company used
stakeholder engagement and communication effectively, its sustainability practices also played
an important role in creating a positive perception and a strong trust in stakeholders.

These outcomes, therefore, beyond one particular case, may have a wider ethical
relevance for companies in the blue economy. Sustainable branding might be a good booster
for firms to display their commitment to the blue economy, environmental protection and make
their market position much stronger. On the contrary, but quite importantly, to be successful in
sustainable branding, companies must undertake real and influential sustainability actions.
Greenwashing is publicity that touts environmental efforts that are not true and so will lessen
the credibility of a company and can ruin its brand.

RQ2. How do consumers in Nigeria respond to NBC's sustainable branding efforts, and
what factors contribute to their attitudes and purchase intentions towards the company's
eco-friendly products?

Table 4. Awareness of the blue economy and environmental issues

Questions Very familiar | Quite Somewhat Slightly Not familiar
(5) Familiar (4) | Familiar (3) | familiar (2) | (1)

How familiar | 15 (6%) 37 (15%) 71 (29%) 58 (23%) 67 (27%)

are you with

the concept

of the blue

economy?

Source: Fieldwork by the author, 2024

Table 5. Awareness of the blue economy and environmental issues

Questions Highly Quite aware | Somewhat Slightly Not aware(1)
aware (5) 4 aware (3) aware (2)
To what | 58 (23%) 92 (37%) 41 (17%) 33 (13%) 24 (10%)
extent are you
aware of the
environmental
challenges

facing our
oceans  and
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marine
ecosystem?

Source: Fieldwork by the author, 2024

Table 6. Awareness of the blue economy and environmental issues

Questions Extensive Quite Somewhat Slight No
knowledge knowledge knowledge knowledge knowledge
©) (4) 3) (2) 1)

How much do | 30 (12%) 53 (21%) 61 (25%) 66 (27%) 38(15%)

you know
about
government
and industry
initiatives to
promote
environmental
conservation
in the blue
economy?

Source: Fieldwork by the author, 2024

The study's findings ascertained that the public is mildly charged about the maritime

economy vision as well as the ocean problems and the environment in general.
a. Awareness of the blue economy: The majority (that is 29%) of those polled explained

to be average familiar with this concept while 23% understood it partially and 27%
knew nothing about the blue economy. 15 percent and 6 percent had a very and
moderately high sense of familiarity with the campaigns while the rest had a little.
Hence it's obvious to say that there has to be a way to raise public awareness and
education on the subject.

. Awareness of environmental challenges: A similar trend can be seen when addressing
the critical environmental issues related to our oceans and marine ecosystems. If we
asked the question, "What percentage of respondents are aware highly to a little," about
37% of the respondents reported being moderately aware, and about 23% mentioned
being highly aware. Meanwhile, the 17% responded that their awareness on this topic
was moderate, 13% on this subject was slight, and 10% on this topic was none at all. It
is an encouraging finding, since it implies that people are to greater extent aware of the
necessity to maintain ocean wellness.

Knowledge of government initiatives: The distinction is that the individuals'
awareness of exactly the government initiatives as well as those organizations, which
is aimed at environmental preserving in the world of the blue economy, seems to be
even lower. As it turned out, 12% of the polled subjects claimed the depth of their
knowledge of the issue was excessive; the other 21% came in the category of
considerable knowledge. The bulk of the participants (42%) attributed themselves
either as individuals who have mastered the subject (25%) or those who have adequate
knowledge (15%), and 15% claimed to not know of it whatsoever. This calls to mind
the need to respond by enhancing communication strategies aimed at telling the
community about activities geared towards curing the environmental problems of blue
economy.
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Table 7. Perception of NBC'’s sustainable branding and its impact on brand image

you rate
NBC'’s
commitment
to

sustainability
and
environmental
responsibility?

Questions Highly Quite Somewhat Slightly Not
committed committed committed committed committed
(5) (4) 3) (2) €))]

How  would | 59 (24%) 109 (44%) 45 (18%) 22 (9%) 13 (5%)

Source: Fieldwork by the author, 2024

Table 8. Perception of NBC’s sustainable branding and its impact on brand image

Sustainability
efforts
positively
influence
your
perception of
the
company’s
brand?

Questions Strongly Positive (4) | Neutral (3) | Negative (2) | Strongly
positive (5) negative (1)

To what | 70 (28%) 62 (25%) 57 (23%) 23 (9%) 36 (15)

degree do

NBC’s

Source: Fieldwork by the author, 2024

Table 9. Perception of NBC’s sustainable branding and its impact on brand image

Questions Definitely Likely more | Neutral Likely less | Definitely
more likely | likely to | impact  on | likely to | less likely to
to purchase | purchase (4) | purchase purchase (2) | purchase (1)
(5) decision (3)

To what | 63 (25%) 42 (17%) 81 (33%) 37 (15%) 25 (10%)

extent does

NBC’s

Sustainable

image make

you more

likely to

purchase its

product

Source: Fieldwork by the author, 2024
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The survey results on NBC's commitment to sustainability and environmental
responsibility offer some interesting insights: The survey results on NBC's commitment to
sustainability and environmental responsibility offer some interesting insights:

Public Perception of NBC's Sustainability Efforts:

Moderate Commitment Perception: The attention of many voters (44%) leaning toward NBC
being quite committed reveals the concerns of their residents for the active role. On the other
side, still, a combined 24% expressed indifference because either they were merely fascinated
or they were not committed at all, meaning that there is still a need for development of public
opinion.

Impact on Brand Image:

Positive, but Room for Growth: The replies from 53% joined hands with the other 28% to give
the sustainability effort of NBC a brilliant perception. Contrary to this, 24% still don’t have a
positive point of view about Coke's activities towards the environment and these include some
who are neutral or negative about the issue.

Influence on Purchasing Decisions:

Moderate Influence: One in every four respondents (25%) indicated absolutely a chance that
they would acquire the services / products because of / thanks to NBC’s eco-friendly reputation.
Nevertheless, it is important to take into account that 1/3 (33%) of the sample population is not
able to make a judgment, and the level of the impact is 25%.

The survey data indicates that NBC’s sustainability initiatives are having a modest effect.
Consumers sometimes acknowledge this level of commitment and it makes them more open to
the brand. Nevertheless, there is a necessity to improve the general people's attitude and
potentially illustrate the implications of their activities in order to win over neutral spectators
and those who are unaware their efforts.

Table 10. Factors influencing consumer attitudes and purchase intentions towards NBC’s eco-

friendly products:

Measures Strongly Disagree Neutral Agree Strongly

Disagree Agree
Environmental | 20 (8%) 44(18%) 50 (20%) 70 (28%) 64 (26%)
consciousness
Perceived 11(4%) 34 (14%) 56 (23%) 67 (27%) 80 (32%)
corporate
social
responsibility
(CSR)
Brand loyalty | 19 (8%) 23 (9%) 47 (19%) 82 (33%) 77 (31%)

Source: Fieldwork by the author, 2024

The survey results reveal several key factors influencing consumer attitudes and purchase
intentions toward NBC's eco-friendly products: The survey results reveal several key factors
influencing consumer attitudes and purchase intentions toward NBC's eco-friendly products: *
Environmental Consciousness: A majority of the participants (i.e., 54.04% of them in total)
strongly agree or agree that environmental awareness does have an impact on their choice of
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organic product of the NBC company. That means more and more consumers are increasingly
becoming prepared to spend a bit more for environmental products.

a. Perceived Corporate Social Responsibility (CSR): The proportion is even higher
(32.26% + 27.02% = 59.28%) when it comes to the strong or weak responder who says
that the commitment of corporations to social responsibility does influence their
purchase decisions regarding NBC's green products. It appears that the consumers
consider the Earth both, an ecological problem and social issue.

b. Brand Loyalty: Brand loyalty also contribute in consumer’s behaviour, with 33.06% +
31.05% = 64.11% mentions that it guides their choices with positive responses. This
point to the fact that NBC should focus on creating a strong brand loyalty among
environmentally conscious customers. To sum up, the survey data indicated that the
consumers show a higher level of inclination towards the green products which they
think are also socially responsible

Table 11. Correlations

bran loyalty CRS

*

Brand loyalty = Pearson Correlation 1 925
Sig. (2-tailed) .024
N 5 5
CRS Pearson Correlation 925" 1
Sig. (2-tailed) .024
N 5 5

*. Correlation is significant at the 0.05 level (2-tailed).

The table above indicates how Brand Loyalty is related to CRS through a small sample
(N=5). The correlation coefficient is .= Using the Pearson's Correlation Test, we found a very
strong positive correlation of 0.925. This generally implies a perfect and strong positive
relationship between brand loyalty and CRM. This analysis reveals that the wider the brand
loyalty of the customers, the higher CRS they tend to have. The p-value, which is. 0.024 is
significant statistically at the p-value of 0.05. 0.5 (denoted by the {asterisk} symbol).
Therefore, the estimated level of confidence that this observed correlation was not due to a
chance is quite high. It is, however, essential to highlight the fact that a correlation does not
directly indicate a causal link. While there is the implication of branding having an effect on
CRS and CRS having an effect on branding, there is no clear proof, yet, that the relationship
has a causal nature or otherwise. There might be some other variable that can be attributed to
the response and customer retention being on the high up.
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Table 12. Correlations

environmenta
1
Consciousnes bran

S loyalty

environmental Pearson 1 918"
Consciousness Correlation

Sig. (2-tailed) .028

N 5
brand loyalty Pearson 918" 1

Correlation

Sig. (2-tailed) .028

N 5 5

*. Correlation is significant at the 0.05 level (2-tailed).

The table presented shows the correlation between being environment-consciousness and
brand loyalty. The correlation coefficient stands at. 0.918, which is very close to 1, a value that
suggests very strong positive correlation. A positive correlation denotes a relationship, in which
these two variables move in the same direction or in other words, they are positively associated.
Here, it is a clear indication that the loyalty of the brand is tremendous when customers begin
to reflect environmental issues. The level of significance, expressed here as * p-value, means
that there is * chance that it is produced by chance or just pure randomness. About 0.28, is less
than 0 . 05. Such tendency reveals that the correlation of the observed data is a statistically
significant one. Statistically, there is a very low probability, that this outcome is due to chance

The research findings imply that there exists a very strong positive correlation between
environmental consciousness and brand loyalty. Consumers who are more environmentally
aware are consumers who are loyal to NBC brands they perceive as really environmentally
friendly as well.

Table 13. Correlations

environmental
Consciousness CRS
environmental Pearson Correlation 1 945"
Consciousness Sig. (2-tailed) 015
N 5 5
CRS Pearson Correlation .945" 1
Sig. (2-tailed) 015
N 5 5

*. Correlation is significant at the 0.05 level (2-tailed).

This correlation implies very strong and positive link between environment perspective
and CSR (Corporate Social Responsibility). The highest possible correlation (xy= 1. 00) is a
perfect positive correlation, which is represented by the Pearson correlation coefficient of 1
(rounded to two decimal places), i. e. 1. 00. This can be translated as the cause and effect
relationship: when environmental consciousness scores get higher, CRS scores also appear on
a high level and vice versa. The significance level (p-value) of zero. 015 is not as much as 0.
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The Pearson's correlation coefficient is estimated to be near 0.5 as a standard value. In
other words, the correlation which was observed is statistically significant, and, therefore, there
is the high probability that it is not due to random chance.

5. Limitations of the Study

Sample Size: The researcher employed open-ended questions, which might have
influenced making of a small sample size, thus limiting the generalizability of the findings to
the whole population.

6. Recommendations to Increase the Strength of NBC within the Blue Economy

Based on the study's findings, here are recommendations for NBC to solidify their
position in the blue economy: Based on the study's findings, here are recommendations for
NBC to solidify their position in the blue economy:

a. Boost Public Awareness: Launch education campaigns to inform consumers on NBC’s
blue economy and their own sustainability initiatives. Such an approach may include
online media communications, educational alliances, or intuitive containers that
describe how this region is vital for the blue economy.

b. Showcase Impact: Quantify both the ecological and social influence of NBC's
sustainable performances and explicitly express those results. Trust development and
brand reputation, reinforce the company as a leader in the blue economy. Emit tangible
success, in within the waste reduction, and resource conservation of which all local
communities fall under toe.

c. Cultivate Brand Loyalty: Work on the focused strategy to build customer loyalty from
the consumers who advocate fair trade. This could be achieved through, for example,
loyalty programs and reward schemes that encourage environmentally conscious
choice, collaborations with environmental NGOs, or unique (eco-friendly) product
lines.

7. Conclusion

Accordingly, the blue economy and environmentally related problems were acquainted
with moderate mental knowledge of public. Despite a fairly positive view consumers hold
towards NBC's sustainable efforts, there is still considerable quest to get more people informed
about sustainability. Consciousness of environment,the issue of corporate social
responsibility,as well brand loyalty were identified as major factors of people starting to chose
the NBC's green line. Indeed those output indicate that NBC might be in a long run hold a
larger part of the blue economy by giving the consumers more knowledge about the blue
economy and its activities, showing potential impact of their works and strengthening trust of
the environmental friendly consumer. This way offers the possibility to involve the company's
sustainability endeavors in its brand positioning, achieving greater recognition among
environmentally aware consumers and adding to a more sustainable blue economy.
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ABSTRACT

The main objective of this research is to investigate how back-office and front-office employees
in collaboration with advanced technology facilitate seamlessness in the hotel industry. A constructivist
research paradigm is employed while effectively utilizing mixed methodology. The research adopts a
multiple-case study design, focusing on two hotels; a five-star hotel and a three-star hotel, both located
in Yogyakarta, Indonesia. SPSS data analysis tool will be applied to diverse primary and secondary
data sources, including interviews, focus group discussions, survey questionnaires, and online customer
survey reports from each hotel's official website and social media platforms such as Instagram.
Additionally, the seamless hotel organization theoretical framework is employed for this study as a
roadmap towards data collection, analysis, and interpretation, guiding the investigation of the study.
By analyzing and comparing the strategies, challenges, and opportunities in both hotels, the study has
revealed or discovered the importance of effective collaboration of back-office & front-office employees
with advanced technology in every hotel in enhancing seamlessness hotel service operations. The
findings reveal that there is effective collaboration of back-office and front-office employees with
advanced technology in facilitating a sustainable seamlessness service quality delivery in hotel
industry.
Keywords: Seamlessness, Advanced-technology, Hotel industry, Front-office, Back-office

1. Introduction

Seamlessness in hospitality captures a meticulously orchestrated service delivery that is
perfect and efficient, aiming to enhance customer satisfaction and ensure a positive service
experience (Schnieder & Bowen, 1995). In the realm of hospitality, particularly within the hotel
industry, achieving seamlessness involves a blend of cutting-edge technology, stringent service
quality standards, collaboration between front-office and back-office staff, continuous
feedback mechanisms for customer satisfaction, and the harmonious integration of various
service quality dimensions (Schnieder & Bowen, 1995). The ultimate objective for service-
oriented businesses like hotels is to establish an operational environment where all facets work
seamlessly together, emphasizing the crucial role of technology, employee collaboration, and
service quality control in sustaining the seamlessness of hotel operations.

In the context of daily hotel operations, a seamless experience is defined by a smooth and
uninterrupted transition between various activities, facilitated by the integration of digital
technologies and applications throughout the hotel's operations (Mullet, 2003; Slywotzky &
Weber, 2011; Buhalis & Leung, 2018). Embracing the Internet of Things enables hotels to offer
customers a connected and hassle-free experience, necessitating the development of
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transparent and flexible infrastructures with minimal customization of interfacing software to
ensure consistent seamlessness in operations (Buhalis & Leung, 2018). By catering to the
evolving demands of customers for personalized services and enhanced digital interactions,
hotels can foster seamless experiences by aligning their services across various touchpoints
and integrating technology effectively into the guest experience (Wang et al., 2016; Lim et al.,
2018). Initiatives such as keyless entry systems and digital service platforms not only enhance
convenience for guests but also contribute to the smooth functioning of hotel operations,
emphasizing the importance of integrating technology seamlessly to elevate the overall guest
experience (Lim et al., 2018; Kansakar, Munir, & Shabani, 2019).

For example, according to Mercan et al. (2021), with the support of the Internet of Things,
Disney has the opportunity to collect customer data such as attraction preferences, purchase
history, location, etc, which helps to customize marketing messages; however, it requires
careful planning. This requires a high degree of technical interconnection, which should always
be secured and regularly upgraded, so the digital apps comprising the overall smart hotel
ecosystem would be highly effective in offering a seamless service provision (Stylos et al.,
2021). According to Chacko (1998), for constant seamlessness in hotel operations, hotel
organization structure must combine three elements: circular, which emphasizes that all
boundaries of the hotel where employees serving customers must be equally accessible; flat,
which emphasizes that the number of hierarchical levels within the hotel must be reduced; and
dynamic, which emphasizes creating flexibility in operations to serve the changing needs of
guests or customers.

The following figure presents ideal dimensions or elements of seamlessness hotel
operations as developed by the researcher.

Effective
Ccommunication,
collaboration, and
coordination of both
back-office and front-
office employees

The effective
integration of five
dimensions of service
quality throughout the
heotel business
operations

Effective use of
advanced technology
like reservation system
and digital menu apps

Dimensions or

Elements of
Seamlessness

Consistence

empowerment and
effective employees”
motivations

Service guality control
& quality assurance for

|positive Customers
satisfaction feedback

Service guality
standards for Service
guality delivery

Figure 1.1. Dimensions or Elements of Seamlessness
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Therefore, it is important and crucial for the hotel management team to coordinate well
all these aspects that lead to seamlessness hotel operations, such as effective collaboration of
advanced technology with back-office & front-office employees, service quality standards &
quality insurance, customer satisfaction feedback, consistency empowerment, and effective
employees’ motivation, as well as the effective integration of dimensions of service quality
throughout the hotel operations so as to provide hotel quality services for consistent customers
satisfaction. Henceforth, a consistent and effective quality service delivery strategy
(seamlessness) in a hotel leads to customer satisfaction, customer loyalty, business
sustainability, and profit maximization.

Figure 1.2. Quality Service Delivery Strategy

Various researchers have explored how the collaboration between back-office and front-
office employees, along with advanced technology, enhances seamlessness of service quality
delivery within the hotel industry across different countries. However, many studies
predominantly focus on how advanced technology improves operational efficiency in hotels,
neglecting the crucial role played by human aspects (back-office and front-office employees)
in facilitating seamlessness when effectively integrated with advanced technology. This study
investigated how the effective collaboration between human aspects and advanced technology
enhance the seamlessness of hotel operations, leading to increased revenue and profitability in
Yogyakarta, Indonesia. This study emphasizes that advanced technology alone cannot achieve
seamless hotel operations without the successful integration of human elements, prompting the
need for tailored training programs for both back-office and front-office employees to optimize
technology utilization throughout the operational processes.

To address the gap in understanding how the collaboration between back-office and front-
office hotel employees with advanced technology contributes to the seamlessness of service
quality delivery in the hotel industry, the study utilized specific research objectives. These
included assessing the advanced technologies employed in selected hotels for seamless
operations, evaluating the collaboration between front-office employees and technology,
examining the collaboration between back-office employees and technology, and assessing the
availability of training programs for both employee groups on utilizing advanced technology
effectively for seamless operations both hotels. Conducted in the Yogyakarta region of
Indonesia, the mixed-method study involved two hotels ranging from Five-star to Three-star
categories and engaged 85 participants from back-office and front-office roles. The research
employed various data collection methods such as survey questionnaires, focus group
discussions, interview questionnaires, and customer feedback reviews, utilizing both closed-
ended and open-ended questions to achieve the research objectives effectively.



82 | PROCEEDINGS THE 3*° INTERNATIONAL CONFERENCE ON ECONOMICS,
BUSINESS, AND MANAGEMENT RESEARCH (ICEBMR)

2. Literature Review
2.1. Background of the Study

The hospitality industry has witnessed a significant transformation over the past decade,
with the integration of advanced technologies such as robotics and artificial intelligence (AI)
to enhance customer experiences and streamline operations (seamlessness service operations)
(Kolodny, 2016). These technologies, including robots in hotels and chatbots for customer
assistance, have become essential tools for improving economic decision-making and ensuring
seamless interactions with guests (Gupta et al., 2022). By incorporating robotic back-of-the-
house applications that adapt to individual employee work habits, hotels aim to optimize
operations and maximize customer satisfaction (Bowen & Morosan, 2018). To effectively
implement these technologies, Chacko (1998) emphasizes the importance of providing a
supportive framework that enables real-time decision-making and empowers employees to
engage with customers through digital communication tools (Buhalis & Sinarta, 2019).

Furthermore, the hospitality industry has embraced computerized processes and Al-
driven systems like property management systems (PMS) and revenue management systems
(RMS) to analyze key performance indicators and enhance service delivery (Mariani et al.,
2018). Robotic appliances are not only used for housekeeping tasks but also as waiters in
restaurants, illustrating the diverse applications of technology in hospitality settings (Drexler
& Lapre’, 2019). The introduction of robots in hotels and restaurants not only improves
operational efficiency but also enhances customer experiences, as seen in establishments like
the Henn na Hotel in Tokyo, which operates with minimal human labor through the use of
robotics and cutting-edge technology (Masuda & Nakamura, 2008). Seamlessness solutions,
such as keyless systems, empower customers by providing greater control over their
interactions with service providers, thereby enhancing overall service quality and customer
satisfaction (Lim et al., 2018).

According to Han et al., (2021), the development of hotel smart technologies applications
that enhance guests’ experience has triggered discussions on their usefulness, user-friendliness,
security as well as users’ intention to use the technologies because these issues are closely
interrelated to user behaviors, studies on guests’ acceptance of specific smart technologies in
the hotel sector, such as hotel reservation website, self-service technologies and hotel access.
Furthermore, Rotana.com (2020) exposed that Al from Ain Rotan Hotel in the United Arab
Emirates (UAE) offers customers a smart bed console that can control room temperature, lights,
and air conditioning for seamless hotel operations. Al in services for standardization
(mechanical Al), personalization (thinking Al), and relationship or relationalization (feeling
Al), where mechanical Al can support in achieving cost leadership, thinking Al can lead to
effectively master quality leadership and feeling Al can support in establishing relationship
leadership in hospitality industry particularly in hotels and restaurants (Huang and Rust, 2021).
All those helps to provide seamlessness that leads to service quality delivery to satisfy the
customers’ needs and expectations. For instance, in China there is a seamless service hotel
special for customers who try to avoid physical contact and any other interaction with others
(Haastrecht, 2020).

Therefore, according to Bhasin (2023), hotel management should address five key gaps
to ensure seamless service delivery: knowledge gap, standard gap, delivery gap,
communications gap, and satisfaction gap.
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Figure 2.3. The five Gaps of Service Quality
Bhasin, H. (2023). The SERVQUAL Model — Definition, Dimensions, Gaps and Advantages Service

2.1.1. Pragmatic theory

In this mixed method research, pragmatism theory is applied. The theory of pragmatism
underpins mixed techniques. According to Cherryholmes (1992), Morgan (2007), and Creswell
(2014), in pragmatism world view; Pragmatism is a philosophical approach not tied to any
singular system of thought, resonates with mixed methods research, where scholars freely blend
quantitative and qualitative assumptions in their investigations. This freedom of choice allows
researchers to select methods and techniques that best suit their objectives. Just as pragmatists
reject the idea of a singular unified reality, mixed methods researchers embrace diverse
approaches to data collection and analysis. Truth, according to pragmatism, is what works at
a given time, aligning with the use of both quantitative and qualitative data in mixed methods
research to achieve a comprehensive understanding of research problems. Pragmatist
researchers focus on the intended consequences of their work, while mixed methods
researchers must establish a purpose and rationale for combining different data types.
Additionally, both pragmatist and mixed methods researchers acknowledge the contextual
nature of research, incorporating social, historical, and political dimensions. Ultimately,
pragmatism broadens the horizons of mixed methods research, allowing for the integration of
various methods, worldviews, assumptions, and forms of data collection and analysis. Also, the
Conceptual Framework: ‘the Seamless Hotel Organization’ is applied in this study.

2.1.2. The Conceptual Framework: The Seamless Hotel Organization

Chacko (1998) introduces the modified seamless hotel organization design, which
consists of two main job categories: Guest Service (front-office) and Internal Service (back-
office) as illustrated in Figure 2.4. The key difference between these categories lies in the
volume and frequency of guest interactions. Employees in the Guest Service category is
responsible for frequent guest interactions and providing guest service, encompassing roles in
the front office, food and beverage service, and other guest-facing services. On the other hand,
Internal Service encompasses operations within the hotel that support Guest Service staff,

resembling traditional functional staff departments like accounting, housekeeping, and sales
(Chacko, 1998).
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Figure 2.4. The two job categories of the seamless hotel organization
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Figure 2.5. The seamless hotel organization (Adapted from Chacko, 1998)

2.1.2.1. Guest Service

As demonstrated in figure 2. 4, employees in Guest Service (GS) (front-office
employees), handle all of the needs of guests in the hotel. As a result, they require specialized
training such as customer service skills, technology related skills, communication skills,
listening skills, etc, to become truly multiskilled and ready to collaborate in cross-functional
teams (Chacko et al., 2012). The ability to meet each guest's unique needs must be the first
and most crucial skill. To do this, staff members must be skilled communicators with guests in
order to perform the customary tasks of welcoming, listening, taking complaints, and solving
problems for the seamlessness of hotel operations (Chacko et al., 2012).

2.1.2.2. Internal Service

In addition to GS, the Seamless Hotel Organization concept acknowledges that certain
specialized skills are required for the efficient seamlessness of hotel operations (Chacko et al.,
2012). The purpose of each staff group in this new organization (figure 2.5) will be redefined,
but these are still referred to as staff functions. Employees in this job category (internal service)
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are primarily responsible for supporting G.S. (front-office) employees, and this support could
include anything from timely financial information requests to requests for clean hotel rooms
(Chacko et al., 2012). According to Chacko et al. (2012), structural adjustments that guarantee
these workers are acting in the best interests of their frontline colleagues are necessary to
bolster the Internal Service concept. Internal service involves human resource, accounting &
finance, sales & marketing, risk management (security), etc., as demonstrated in figure 2.5.

Therefore, in order to effectively address the research objectives, these hypotheses were
investigated: Hi. There are different advanced technologies used or effectively applied in each
hotel for seamlessness hotel operation. H». Front-office employees are eftectively collaborated
with advanced technology to provide seamlessness hotel operations. Hi. Back-office
employees are effectively collaborated with advanced technology to provide seamlessness
hotel operations. H4. There are different training programs available for both back-office and
front-office hotel employees on how to effectively use advanced technologies for seamlessness
service quality delivery within the hotel. Not only hypotheses but also the following questions
were investigated as well: 1. What are the different advanced technologies used or effectively
applied in each hotel for seamlessness operation? 2. How front-office employees effectively
collaborated with advanced technology to provide seamlessness hotel operations? 3. How
back-office employees effectively collaborated with advanced technology to provide
seamlessness hotel operations? 4. Are there different training programs for both back-office
and front-office hotel employees concerning the use or effective application of advanced
technology leading to seamlessness service operation in each hotel?

3. Research Methods

This study utilized a mixed research method, combining both qualitative and quantitative
approaches as defined by (Creswell, 2014; Clark, Foote & Walton, 2018). The integration of
these methods allows researchers to address various complexities in research challenges.
Recker (2013) further elaborates on the characteristics of mixed research methods,
emphasizing the importance of combining quantitative and qualitative techniques for data
collection and interpretation. The study focused on a mixed methods case study design
involving two hotels (The Royal Ambarrukmo Yogyakarta and Tjokro Style hotel) in
Yogyakarta city, aiming to enhance seamlessness in hotel operations through the integration of
advanced technology. Triangulation was employed to ensure the validity and reliability of the
findings by utilizing multiple data sources such as interviews, focus group discussions, survey
questionnaires, and customer review feedback reports. The use of Statistical Package for Social
Sciences (SPSS) for data analysis adds rigor to the study, making it ideal for hotel businesses
seeking to understand customer behavior and requirements (Emeritus, 2023).

4. Research Findings and Discussion
4.1. Findings and Discussions

In this study, the total of 85 hotel employees from eight hotel departments namely front-
office, housekeeping, food & beverage, sales & marketing, human resource, accounting &
finance, engineering & security, and I'T department participated in both hotels. 67 general hotel
employees participated in survey questionnaires, 12 general hotel employees participated in
focus group discussion, 5 heads of departments as well as 1 general manager participated in
the interview questionnaires.

4.1.1. The Cronbach Alpha Reliability test

It is essential to compute the reliability index for the data collection instruments used in
this research. Given the nineteen items used to collect data, the researcher calculated the
Cronbach Alpha as the reliability index.
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4.1.1.1. Cronbach Alpha Reliability Statistics
Table 4.1. The reliability values

Cronbach’s Alpha M of ltems

887 19

Given the values for reliability, 0.887 indicate good reliability or data collection item
consistency. If ever used on the other sample from the same population and under the same
conditions, it would consistently yield almost the same results.

Age

W 20-29
H30-39
4039
W s0-59

Figure 4.6. Percentages of respondents Age

Figure 4.6. Represent the percentages of respondents’ age in the hotels ranging from 20s
to 60years old. For instance, the findings from The Royal Ambarrukmo Yogyakarta and Tjokro
Style hotle demonstrate that hotel industry employs mostly young generation than more aged
people for example, 49.25% are employees with the age between 20-29years; 31.34% are
employees with age between 30-39years; 14.93% are employees with the age between 40-
49years; and 4.48% are employees with the age between 50-59years. So, this conclude that
more than 80% of young generation are employed in hotel and hospitality industry in general.
This is because hotel industry is more dynamic and complex sector which requires more young
and enegetic workforce expecially in the guest service (front-office). However, aged workforce
are not totally left behind, they are still employed in the hotel as internal service (back-office)
like accounting & finance, security & engineering, etc., to support the guest service (front-
office) because still they have more experiences in some roles than the young generation.

H;: There are different advanced technologies used or effectively applied in each hotel for
seamlessness hotel operations

According to the general managers and human resource managers of hotel A&B, confirm
that they have different soft technologies applied in their hotels such as RAPTOR-for menu
display, menu ordering, cahier; WEELOY- as customer reservation system; VHP-for visual
hotel program; etc., and hard technology such as scanning machines, cleaning machines,
cooking facilities, laundry machines etc. Also, the heads of front-office, executive chef, and
production manager from hotel B during the interview, confirmed that those mentioned
advanced technologies applies in their respective departments.



“Shaping the Sustainable Future:
Trends and Insights in Economics, Business, Management, and Information Technology” | 87

Working department

W Frort office

H Housekeeping

OFood and Beverage

W Sales and Maketing
[CJHuman resource

] Accounting and Finance
[ Engineering & Security
Or department

Figure 4.7. The percentage of employees from each Hotel departments participated in the study

Figure 4.7. Demonstrate the percentage of employees from each department of the hotel
who participated in this study. According to the findings, Food & beverage department has the
highest number of employees in the hotel with 38.81% than other department while IT
department has the lowest number of employees in each hotel with 1.49% of all employees
within the hotel. As per this study findings in the hotel, food & beverage department and front-
office department account for 53.74% which involves waiters & waitress and receptionists who
encounters moment of truth everyday while working in the hotel industry to facilitate
seamlessness hotel service operations. Therefore, 53.74% of front-office hotel employees
participated in this study while 46.28% of back-office employees participated in this study.
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Availability of advanced technology for Seamlessness
Figure 4.8. Availability of advanced technology in each department for seamlessness service operation in the
hotel

Figure 4.8. shows the percentages of employees who agrees the availability of different
advanced technology in their departments to facilitate seamlessness hotel service quality
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operations. 56.72% of respondents agree, 35.82% of respondents strongly agree while 7.46%
of respondents are in between to either strongly agree or agree. This implie that 56.76% of
hotel employees have high interactions with advanced technologies in the hotel in their daily
activities while 35.82% of hotel employees has moderate interactions with advanced
technologies in the hotel throughout their daily hotel activies this depends on the role they
perform within the hotel for example, reservation manager, receptionists, accounting& finance,
sale & marketing, as well as waiter & waitress in hotel like The Royal Ambarrukmo Yogyakarta
has more opportunity to interact with advanced technologes due to the high status of the hotel
than in the Tjokro Style hotel which is avearage hotel. On other hand, the employees works as
general cleaners, security, assistance chefs, etc., has less interaction with advanced
technologies especially in the midium size hotel like Tjokro Style hotel. Additionally, 7.46%
of the hotel employees are neigher accept nor denie the availability of different advanced
technologies applied in their hotel may be due to lack of awareness of these advanced
technologies within the hotel.

By looking the data 56.72% of participants approves the availability of different
advanced technologies in The Royal Ambarrukmo Yogyakart and Tjokro Style hotel, 35.82%
participants strongly approve the availability of different advanced technologies in The Toyal
Ambarrukmo Yogyakarta and Tjokro Style hotel, while 7.46% participants they are not sure
whether there is advanced technology applied in the hotel for seamlessness service quality
operations or not. So, by taking the percentages of all hotel participants who strongly agrees
and who agrees they account to 92.54%. This means in hotel The Toyal Ambarrukmo
Yogyakarta and Tjokro Style hotel there are different advanced technologies applied or used in
different departments and hotel in general for seamlessness service quality operations however,
the amount of the advanced technologies used differs due to the status of each hotel. Also,
7.46% of the Toyal Ambarrukmo Yogyakarta and Tjokro Style hotel employees who are not
sure to whether agree or disagree it is because according to the interview and focus group
discussion, there are some departments which are looking on the certain kind of advanced
technology to be applied in their department but not yet adopted by the hotel for example, HRM
software (Human Resource Management System).

Furthermore, according to the survey customer’s feedback reports from Google reviews
and official Instagram pages of The Toyal Ambarrukmo Yogyakarta and Tjokro Style hotel
shows that more than 98% of customers experienced seamlessness service quality delivery due
to the application of different advanced technology from reservation system, payment process,
check-in process to the check-out time everything went very smooth. This means that there is
effective collaboration of back-office and front-office with advanced technology in facilitating
seamlessness service quality delivery in the both hotels.

H>: Front-office employees are effectively collaborated with advanced technology to provide
seamlessness hotel operations
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Figure 4.9. Percentages of Front-office collaboration with advanced technology

Figure 4.9. Represent the percentage of front-office employees who confirm that there is
an effective collaboration of front-office with advanced technology in both hotel The Toyal
Ambarrukmo Yogyakarta and Tjokro Style hotel. For example, 55.22% agree, 38.81% strongly
agree, and 5.97% of front-office employees are not sure to agree or disagree to the effective
collaboration with advanced technology for seamlessness service quality operation in both The
Toyal Ambarrukmo Yogyakarta and Tjokro Style hotel.

The data shows that 55.22% of front-office participants confirm their effective
collaboration with advanced technology, 38.81% of front-office participants highly confirm
their effective collaboration with advanced technology for seamlessness service operations in
both hotels. The different gap between the hotel employees who highly agrees and the
employees who agree is due to different working experience in front-office and unit or the role
an individual employee is work in. For example, the employees who works as receptions
encounters with different technologies such as reservation system, payment system, and menu
application than the employees who works as waiter & waitress. According to the interview
with the head of front-office department of The Royal Ambarrukmo Yogyakarta, ‘front-office
employees are trained to have multiple skills in different advanced technologies applied in the
hotel to be awere of operationals systems within the hotel.

Also, during the focus group discussion the employee of Tjokro Style hotel who works
as cashier said, “RAPTOR system performs as payment system and menu application, so it helps
me as a cashier to know what customers have consumed so as to print the personalized bills”.
So, by looking the total of 94.03% of The Toyal Ambarrukmo Yogyakarta and Tjokro Style
hotel front-office employees confirming their effective collaboration with advanced technology
implies that there is seamlessness service quality delivery process starting from the point of the
moment of truth.

On the hand, 5.97% of front-office employees who are not sure to whether agree or
disagree is due to the fact that they are still new to the advanced hotel technology system, and
some they are still undergoing training as it was explained by one employee during focus group
discussion from hotel Tjokro Style hotel she said, “I am still undertraining so I am not yet

familiar with advanced technology in front-office because where I worked before, we used
manual system”.
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Hjs. Back-office employees are effectively collaborated with advanced technology to provide
seamlessness hotel operations
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Figure 4.10. Percentages of Back-office collaboration with advanced technology

Figure 4.10. Represent the percentage of back-office employees who confirm that there
is an effective collaboration of back-office with advanced technology in both hotel A& B. For
example, 53.73% agree, 35.82% strongly agree, and 10.45% of back-office employees are not
sure to either agree or disagree to the effective collaboration with advanced technology for
seamlessness service quality operation in both hotels.

The data shows that 53.73% of back-office participants confirm their effective
collaboration with advanced technology, 35.82% of back-office participants highly confirm
their effective collaboration with advanced technology for seamlessness service operations in
both The Toyal Ambarrukmo Yogyakarta and Tjokro Style hotel. The different gap between the
hotel employees who highly approve and the employees who approve may be due different
working experience in back-office departments or the roles of individuals within the hotel on
the departmental level. For instance, the employees who works as accounting & finance,
purchasing, and sales & marketing, marketing & communication to mention few, encounters
with different advanced technologies such as RAPTOR, VHP, POS, and WEELOY than the
employees who works as general cleaners outside the hotel. According to the interview with
the executive chef of The Royal Ambarrukmo Yogyakarta, back-office employees are also
trained to have multiple skills in different advanced technology applied in the hotel especially
in the kitchen such as cooking equipment, washing equipment, storage equipment, menu
application etc. Also, during the focus group discussion the employee of Tjokro Style hotel
who works as cook said, “RAPTOR system helps to send and print customers’ orders in the
machine connected and installed in the kitchen as per que”.

So, by looking the total of 89.55% of The Royal Ambarrukmo Yogyakarta and Tjokro
Style hotel back-office employees confirming their effective collaboration with advanced
technology, implies that although they don’t have direct contact with customers still thier roles
as back-office has much contribution in facilitating seamlessness service quality delivery
process in the hotel. On the hand, 10.45% of back-office employees who are not sure to whether
agree or disagree is because of the role they are working on in a particular hotel for example in
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hotel The Royal Ambarrukmo Yogyakarta, indoors cleaners uses equipment with very
sophisticated advanced technology while the cleaners of hotel Tjokro Style hotel uses normal
cleaning equipment. Also, some of them are still new to the advanced hotel technology system,
in which they are still undergoing training as it was explained by one employee during focus
group discussion from, The Royal Ambarrukmo hotel she said, “I am still undertraining so I
am not yet familiar with advanced technology in IT department especially on cybersecurity
advanced technology”.

Hy: There are different training programs available for both back-office and front-office
hotel employees on how to effectively use advanced technologies for seamlessness service
quality delivery within the hotel

Training programs
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Figure 4.11. Represent the percentages of Training programs in the hotel

Figure 4.11. Represent the percentages of respondents who responded the availability of
different training programs for both back-office and front-office employees for effective
application of advanced technology for seamlessness hotel service operations in both The Toyal
Ambarrukmo Yogyakarta and Tjokro Style hotel. For instance, 62.69% agree, 25.37% strongly
agree, 8.96% of front-office employees are not sure to agree or disagree, and 2.99% of
respondents responded that there are no training programs for both back-office and front-office
employees for effective use or application of advanced technology for seamlessness hotel
service operations in both The Toyal Ambarrukmo Yogyakarta and Tjokro Style hotel.

The study result indicates that 62.69% of participants acknowledge the presence of
training programs in The Toyal Ambarrukmo Yogyakarta and Tjokro Style hotel tailored to
their departmental requirements, with an additional 25.37% expressing strong agreement on
the availability of such programs. Moreover, 8.96% of participants are uncertain about the
existence of diverse training initiatives in the both hotels, while 2.99% claim there are no
training programs offered. The employees who strongly agree with the availability of training
programs suggest that these initiatives effectively meet their personal and departmental needs.
Equally, those who simply agree indicate that the scheduled training primarily addresses
departmental rather than personal requirements. This sentiment was echoed during focus group
discussions where back-office employees expressed a desire for more specialized technology
training to enhance service operations. Overall, 88.06% of The Toyal Ambarrukmo Yogyakarta
and Tjokro Style hotel employees affirm the presence of training programs catering to both
back-office and front-office staff, particularly emphasizing the use of advanced technology for
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seamless service delivery. This is further corroborated by positive customer feedback from
Google reviews and the hotel's official Instagram accounts, highlighting high satisfaction levels
with service quality attributed to the effective utilization of technology. Equally, employees
uncertain about training availability may not perceive its benefits, while those unaware of any
training may be newcomers to the industry requires more personalized training to provide
seamlessness service quality to the diversified needs of customers.

5. Conclusion

The research findings reveal a significant level of effective collaboration between front-
office and back-office employees and advanced technology in the hotel industry, specifically
at The Royal Ambarrukmo Yogyakarta and Tjokro Style hotel. The data shows that 94.03% of
front-office employees confirm their effective collaboration with advanced technology,
indicating a seamless service quality delivery process. Moreover, 89.55% of back-office
employees acknowledge effective collaboration with advanced technology for seamless service
operations. The slight variance in percentages may be attributed to differing levels of
experience and roles within the departments in each hotel. These findings highlight the positive
impact of integrating advanced technology into the daily operations of the hotels, enhancing
service quality and efficiency. The feedback underscores the importance of continuous training
and support to ensure all staff members are proficient in utilizing technological tools, which is
key to maintaining a high standard of service delivery in the competitive hotel industry.

6. Recommendations

The study conducted on the collaboration of back-office and front-oftice employees with
advanced technology faciliatating seamlessness service quality delivery in the hotel industry
has shown that a significant number of employees from both hotels recognize the effectiveness
of this collaboration in enhancing the quality-of-service delivery. The research indicates that
the integration of advanced technologies has positively impacted the service operations of The
Royal Ambarrukmo Yogyakarta and Tjokro Style hotel. To further enhance the seamlessness
of service quality delivery, the researcher suggests hotel industry to continue providing training
and support for new employees and promoting personalized and cross-departmental training to
bridge any gaps in collaboration between front-office and back-office employees with
advanced digital technology in business and economy of the hotel and individual employees in
general. Also, the hotel management teams in both hotels while planning for training programs
which fucuses on integrative and collaborative advanced technologies, should focus on
addressing these five key gaps to ensure seamlessness service quality delivery in each hotel:
knowledge gap, standard gap, delivery gap, communications gap, and satisfaction gap. By
fostering a culture of continuous learning and collaboration, both hotels can ensure that their
workforce remains proficient at leveraging advanced technologies to deliver exceptional
service quality to their guests.
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ABSTRACT

Art galleries are one of the crucial infrastructures in the creative sector, serving as a platform to
promote and develop the creative works of society for sustainable development. In the consumption of
art galleries, aesthetic value plays a vital role, more than functional values, for gallery visitors. This
study aims to develop a measurement tool for the construct of aesthetic value and test its influence on
the satisfaction and loyalty of art gallery visitors. In the first study, a literature review on the concept
was conducted and then used to create measurement tools and develop the conceptual model. Data
from a survey of 242 art gallery visitors in Yogyakarta were analyzed with Exploratory Factor Analysis
(EFA) to determine the number of factors retained in the concept. In the second study, the influence of
aesthetic value on consumer satisfaction and loyalty (intention to revisit and intention to recommend)
was tested. Survey data from 225 respondents were analyzed using Structural Equation Modeling-
Partial Least Square (SEM-PLS). The results of the two studies revealed four dimensions representing
Aesthetic Value: artwork, facility-place, knowledge, and emotion. Additionally, aesthetic value also
influences consumer satisfaction and loyalty (intention to revisit and intention to recommend) in art
galleries.
Keywords: aesthetic value, art gallery, scale measurement, satisfaction, loyalty.

1. Introduction

Aesthetic value, as described by Holbrook (1999), involves an intrinsic appreciation of
self-oriented consumption experiences that end in themselves. In customer value research,
aesthetic value is recognized as a significant form of customer value in art consumption
(Wagner, 1999a). As a form of service organization in the arts sector, art galleries are also
evaluated based on aesthetic value by their consumers or visitors. As a service organization
whose primary purpose is to exhibit artworks, art galleries are interested in ensuring that
visitors receive and appreciate these artworks. Traditionally defined primarily in terms of
function rather than purpose, art galleries' functional definition is more related to activities
within the gallery, focusing on the internal and object-based aspects, namely displaying
artworks (Weil, 1990, as cited in Rentschler & Gilmore, 2002). There has been a shift in the
understanding and orientation of art galleries. Art galleries are now moving towards a purpose-
oriented orientation, which relates to the gallery's intentions, vision, or mission, focusing on
the external aspects of leadership and serving visitors, serving the community, and facilitating
development through education and entertainment (Besterman, 1998, as cited in Rentschler &
Gilmore, 2002).

In its development, various marketing aspects, both tangible and intangible, have become
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tools used by art galleries to attract a wider audience. Visitors are no longer merely objects or
complements to the existence of art galleries; instead, visitors have been positioned as
important subjects influencing an art gallery's presence, sustainability, and success. The
existence of an art gallery would diminish and vanish without the support of visitors. Visitors
are one of the main components of an art gallery, alongside other components such as artists,
artworks, collectors, and the general art public. Therefore, the aspirations of visitors become
something significant for the art gallery to consider.

However, the customer orientation adopted by galleries must still be conducted within
the boundaries of the organization's mission and not sacrifice the aesthetic value of the
displayed art objects (Boorsma, 2006). Kotler and Scheff (1997: 34) suggest that a customer-
centric approach should be applied to something other than the art itself but rather to how it is
narrated, priced, packaged, enhanced, and presented to its audience. It is further stated that
customer-centric organizations can be defined as those making every effort to sense, serve, and
satisfy the needs and desires of clients or the public within the bounds of their mission and
budget (Kotler and Scheff 1997: 36). Hence, the role of art marketing is considered one that
indirectly supports the achievement of an art organization's aesthetic mission by increasing
presence and generating funds for the organization (Kotler et al., 2008: 23).

For art galleries, marketing is the exchange process to offer high value to visitors (Kotler
et al., 2008). Holbrook (1986) asserts that an individual's participation in artistic activities is
viewed as a form of fulfilling aesthetic needs. Aesthetics is generally defined as an aspect of
sensory experience that arises from consuming art objects or activities presumed to have
aesthetic qualities (Burgeon-Renault, 2000). Visiting art objects such as art galleries will
undoubtedly stimulate the formation of an individual's aesthetic experience. Consequently,
consumer choices are no longer based on the utility of products or services but rather on the
aesthetic value obtained by the consumer. Therefore, the criterion for the success of art gallery
consumption lies in the aesthetic value derived from the experience of visiting art galleries.

Unfortunately, although there have been several studies conceptualizing and
operationalizing aesthetic value in service organizations, , Most studies utilize contexts of
fundamentally utilitarian services and employ aesthetics as differentiators or attractions
(Mathwick et al., 2001; Gallarza and Gil-Saura, 2006; Sanchez-Fernandez et al., 2009; Gallarza
et al., 2017).

Based on the literature review, few define and develop a measurement model of aesthetic
value in contexts where aesthetics are fundamentally offered, such as in art galleries. Gronroos
and Voima (2013) mention that the fundamental premise in the development of empirical
research on value is greatly influenced by contextual factors. Therefore, if concepts and
instruments of aesthetic value of products or services that are fundamentally utilitarian and
have aesthetic dimensions are used in contexts of products or services that are fundamentally
aesthetic, they may need to be sufficiently representative and have adequate explanatory power
for such phenomena. In addition to the measurement model of aesthetic value, it is also
necessary to test the extent to which aesthetic value influences visitor responses, especially
regarding their satisfaction and loyalty to an art gallery.

This study has two main objectives, given the importance of aesthetic value in the
consumption of art services such as art galleries. The first study will be conducted on the
development of aesthetic value measurement within the context of art galleries. The second
study examined the influence of aesthetic value on consumer satisfaction and loyalty.
Consumer loyalty, mostly applied empirically and utilized in this study, is a combination
measure of word-of-mouth recommendations and intention to revisit (Harison and Shaw,
2004).
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2. Study 1: Aesthetic Value Measurement Development
2.1 Literature Review

In study 1, a search and review of the literature on aesthetic value in various fields,
particularly art, psychology, management, and marketing, was conducted. The literature review
utilized major academic databases such as Proquest, EBSCO, and Google Scholar, searching
with the keywords "aesthetic value™ and "aesthetic' AND "value." A total of 112 articles were
utilized in the development of the concept of aesthetic value from approximately 1,390
journals, books, conference papers, and others. The following paragraphs outline the results of
the literature review.

2.1.1 Theory of Value in Consumption Experience

In the services marketing domain, value has important epistemological implications for
understanding customers' cognitive, affective, and behavioral responses to marketing stimuli
(Homer & Kahle, 1988) and is a crucial determinant of competitive advantage (Woodruff,
1997; Parasuraman, 1997). However, existing value typologies and methodological approaches
to capturing value remain abstract due to the diverse and complex nature of the concept
(Gallarza et al., 2017). Marketing scholars focusing on customer perceived value identified
several definitions through two main approaches: economic (cost-benefit) and consumption
experience (Holbrook, 1999; Woodruff, 1997; Zeithaml, 1988).

The economic approach is the initial stage of the conceptual development of value, where
value is defined as consumers' overall assessment of the utility of a product based on what is
received and what is given (Zeithaml, 1988). In addition, value is conceptualized as a
unidimensional construct. Value is considered a single overall latent construct measured by
items or a set of items that represent it. Although multiple antecedents may also influence the
unidimensional construct, it is not an aggregate concept formed from multiple components
(Sanchez-Fernandez and Iniesta-Bonillo, 2007).

Over time, services marketing researchers have shifted their focus from the economic
(cost-benefit) approach (Zeithaml, 1988) to the consumption experience approach, which is an
interactive consumption experience based on relativistic preferences (Holbrook, 1999). This
approach supports a broader conceptualization of value. Value is no longer limited to cognitive
judgments alone. It also encompasses affect and emotion, thus complementing the economic
basis (Gallarza et al., 2017). Consequently, the unidimensional conceptualization of value has
been criticized for being simplistic (Sanchez-Fernandez et al., 2009), arcane (Huber et al.,
2007), and narrow (Mathwick et al., 2001). Furthermore, it fails to acknowledge the value
construct's multidimensional potential and does not guide how managers can create or enhance
value (Petrick, 2002).

Using the consumer experience approach, the concept of value is considered an entirely
relativistic phenomenon. Therefore, it allows for adaptation to any consumption setting that
reflects the uniqueness of each situation (Gallarza et al., 2017). Value is ultimately understood
as a dynamic and situational multidimensional concept, depending on the context and moment
in time when consumption occurs (Holbrook, 1999; Woodruff, 1997). Some studies that have
developed the multidimensional concept of value, which are pretty representative, include
Sheth et al. (1991) with functional, social, emotional, epistemic, and conditional values; Babin
et al. (1994) with hedonic and utilitarian values; Holbrook (1999) with intrinsic-extrinsic, self-
oriented-other-oriented, and active-reactive values; Sweeney and Soutar (2001) with
emotional, social, economic, and functional values. The multidimensional concept of value in
these studies has gained considerable acceptance and has been replicated in various settings,
especially in the service sector (e.g., Stoel et al., 2004; Carpenter & Moore, 2009; Lloyd et al.,
2011).
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2.1.2 Aesthetic Value in Art Service Consumption

The emergence of art consumption phenomena in the cultural or creative industries today,
which is more based on creativity, skills, and aesthetic aspects, directs consumers not only to
focus on utility value but also to pay more attention to the aesthetic or artistic value of a product
or service (Purnomo & Kristiansen, 2018). Holbrook (1980) stated that consuming art or
cultural products generates specific behavioral responses, where consumers' aesthetic
perceptions play a more significant role in attitudes, evaluations, and decision-making.
Therefore, aesthetic value becomes necessary and should be a focus for academics' future
research on consumer value themes.

Aesthetic value is part of intrinsic value that is often generally equated or referred to
within the scope of hedonism (Babin et al., 1994; Sweeney & Soutar, 2001). Aesthetics or
aesthetic value often serves as a hedonic variable presented in service contexts as the
appearance of destinations (PandZa Bajs, 2015), physical environments (Ryu et al., 2012), or
atmospheres for restaurants (Sanchez-Fernandez et al., 2009). However, Charters (2006)
refuses to equate aesthetic value with hedonism because they differ. According to Charters
(2006), aesthetic value is the entirety of the consumption experience involving cognitive,
affective, and various sensory aspects. Conversely, hedonic value pertains more to the pleasure
derived from consumption. Therefore, although elements of the consumer's aesthetic
experience can take the form of pleasure, and that experience can lead to hedonic responses,
they are distinct. Furthermore, aesthetic value in the context of art services encompasses not
only the physical environment and atmosphere of services but also relates to the artwork itself
as a stimulus factor (Colbert & St-James, 2014; Bourgeon-Renault, 2000).

Theoretically, values associated with art objects, such as aesthetic value, are intrinsic
(Holbrook, 1999). Intrinsic means that the value is an end or goal in itself rather than a means
to an end. Additionally, aesthetic value is not solely presented as a hedonic aspect but is
analyzed based on its significance in consumption. Aesthetic value is also not associated with
purchasing decisions but represents the outcome of the overall consumption experience. Thus,
value is no longer the result of calculation but rather the output of an experience (Bourgeon-
Renault et al., 2006).

In the form of customer interaction with art galleries, customers will encounter two types
of aesthetic experiences, namely content experience and environmental experience (Colbert &
St-James, 2014), as well as emotions (Botti, 2000). Content experience is the aesthetic
experience visitors gain based on their interaction with the artworks exhibited in art galleries
(Bourgeon-Renault, 2000). Nuttavuthisit (2014) refers to this experience as an appreciation of
an artwork for its own sake. As a form of service whose primary goal is to showcase artworks,
art galleries are interested in ensuring that the artworks are well-received and appreciated by
visitors. Leder et al. (2004) used a psychological approach to develop an integrated model of
aesthetic experience from artworks.

Furthermore, it is stated that art, like other activities of the mind, is a subject of
psychology that requires a comprehensive understanding of mental functions. Aesthetic
experience towards artworks is depicted as an input-process-output mechanism, where the
input is an artwork processed in the mental mind starting from perception, memory integration,
classification, cognition, and evaluation. Then, it ends as an output in the form of aesthetic
judgment. Leder et al. (2004) also emphasize that in the pre-classification stage, contextual
features are essential to classify objects as art contextual features are essential, with the
emergence of objects in art exhibitions, such as art galleries, serves as contextual solid cues for
classifying objects as ones that ensure aesthetic processing.

Meanwhile, environmental experience is the aesthetic experience obtained by art gallery
visitors from factors or activities surrounding the aesthetic experience of artworks (Colbert &
St-James, 2014). This experience is referred to by Nuttavuthisit (2014) as a time when aesthetic
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responses or appreciation occur and where artworks serve as aesthetic stimuli (such as in art
galleries). Environmental experience may also be called the contextualization of aesthetic
experience from an encounter with artworks. As service organizations, art galleries display
their artworks in a specific environment that includes building architecture, room layout,
lighting, signage, and supporting facilities (restrooms, cafes, and souvenir shops).

According to Joy and Sherry (2003), the interconnection between embodiment,
movement, and multisensory experiences within art galleries suggests that customers' aesthetic
experiences can originate from the gallery's architecture. Meanwhile, Goulding (2000) asserts
that in the context of art galleries, the framing of exhibitions is a dominant motivator. Thus, it
can be manipulated and controlled regarding the active vs. passive participation level, content
type, and attractiveness. Aesthetic experience can be achieved by arranging environmental
factors in the art gallery, such as content placement, layout, lighting, and visitor movement
arrangements. Therefore, various arrangements of these environmental factors will affect the
aesthetic experience and assessment of art gallery visitors.

Other behavioral studies have found that presenting artworks accompanied by narratives,
such as titles, texts, or other cognitive information, significantly influences customer
evaluations and their aesthetic experience of an artwork (Cupchik, 1994; Russell, 2003). Some
of the pleasure derived from viewing artworks (paintings) comes from visitors' success in
interpreting and grasping the message intended by the artist. Russell (2003) states that
information aiding the interpretation of a painting will make the painting more meaningful and
enhance its aesthetic value.

Art consumption can be distinguished from other forms of consumption by its emotional
or non-utilitarian aspects (Botti, 2000). The existence of an artwork, such as a painting, is not
solely perceived through its physical form. However, it is interpreted by its audience based on
the extent to which the artwork evokes certain feelings or emotions, such as joy, surprise, anger,
sadness, and others. Therefore, the experience customers gain during their visit to an art gallery
will elicit and shape specific feelings or emotions. In psychology, there is still debate about
whether aesthetic emotion is a specific everyday emotion (Juslin, 2013). Silvia (2005; 2009)
has shown that aesthetic judgments encompass a broad spectrum of specific emotions,
including pleasure, pride, surprise, anger, disgust, shame, guilt, regret, confusion, and so on.
Although these emotions are part of aesthetic judgment, the explicit distinction between
aesthetic and non-aesthetic emotions is not mentioned.

Specifically, Frijda (1989 in Markovic 2012) formulated complementary and responsive
aesthetic emotions. Complementary emotions bear similarities to emotions generated by the
content of an artwork, such as the feeling of pain from depictions of suffering. Meanwhile,
responsive emotions arise from the artwork’s structure, such as pleasure and fascination with
the perfection of its artistic composition. Similarly, Cupchik (1994) offers explicitly two forms
of aesthetic, emotional processes: reactive and reflective. The reactive form emphasizes the
pleasure and excitement induced by the specific content of the artwork.

In contrast, the reflective form pertains to the contribution of emotions in generating
meaning from various aesthetic narratives. The reflective orientation proves crucial to the
aesthetic experience as it connects and integrates various contextual relationships and meanings
into overall aesthetic coherence. Scherer (2005) also distinguishes aesthetic emotions from
utilitarian emotions. Utilitarian emotions have precise adaptive functions and require
assessments of goal relevance and potential coping strategies. Furthermore, it is stated that
aesthetic emotions are not homeostatic and utilitarian but rather intrinsic, generated by the
quality of the aesthetic object itself. Aesthetic emotions include being moved or captivated,
filled with wonder, admiration, happiness, attraction, harmony, joy, sincerity, and the like.
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2.2 Research Methods

This research develops the aesthetic value scale adopted by the scale development
procedure outlined by Lavie and Tractinsky (2004) and Gallarza et al. (2017). First, the
conceptual domain of the construct was defined. Second, a set of items representing the
conceptual domain of aesthetic value was generated. Third, the researcher assessed content
validity by consulting a panel of experts regarding the representativeness of the items. Three
experts were invited: the first, a professor in marketing management who is also an artist in
visual arts and Javanese dance, and the second and third, senior lecturers in management and
art enthusiasts from Universitas Gadjah Mada Yogyakarta. The Content Validity Index (CVI)
was calculated and evaluated using Aiken's (1985) assessment procedure.

Furthermore, the researcher created the measurement model by specifying the scale and
measurement format. Then, the researcher formulated and carried out field research using this
measurement model as a foundation. This study surveyed visitors to Yogyakarta's art galleries,
including Jogja Galeri, Sangkring Art Space, Langgeng Art Foundation, Galeri R. J. Katamsi,
Bentara Budaya, and Taman Budaya Yogyakarta. Yogyakarta was chosen because it is known
as city of culture in Indonesia. Yogyakarta is a benchmark for Indonesian visual arts, supported
by many artists and sufficient art infrastructure such as art galleries.

Later, the researcher examined and analyzed the survey results by implementing
Exploratory Factor Analysis (EFA) utilizing SPSS. The factor analysis aims to uncover latent
variables that contribute to the covariance among observable variables. Afterward, the
researcher assessed the goodness of fit of the measurement model. Finally, the researcher
evaluated the reliability and validity of the scale. The complete research stages can be seen in
Figure 1.
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Figure 1. Research Process

2.3 Research Findings and Discussion

Based on the literature review, the definition of aesthetic value is formulated as follows:
“Consumer aesthetic value is the consumer's appreciation of an object (art) that involves
cognitive, affective, and sensory aspects based on the consumer's overall experience, which is
intrinsically evaluated as self-oriented and end of itself.”
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Results of the literature review indicate that 38 out of 112 articles used in developing the
aesthetic value concept indicate the presence of three key elements or dimensions: sensory,
cognitive, and affective. Furthermore, referring to the formal definition and the discussion of
the previous dimensions of aesthetic value, a set of measurement items was generated,
representing the conceptual domain of aesthetic value. By deducing from theory and literature
review, 30 items were developed and grouped into three dimensions, namely (1) sensory, (2)
cognitive, and (3) affective. Table 1 displays the dimensions of consumer aesthetic value and
the development of items based on the literature review.

Table 1. Dimensions and Items of Consumer Aesthetic Values

Dimensions  Discription Items Refference

Sensory Utilizing  multiple  sensory Content (exhibited Bourgeon-Renault (2000);
channels by consumers to feel artworks): beauty, Colbert & St-James (2014);
and perceive services (art composition, color, form, Csikszentmihaly &
gallery). unity, texture. Robinson (1990); Kulka

(1981)
Context (environment Bitner (1992); Wagner
where artworks are (1999a); Botti (2000); Wang
exhibited): architecture, et al. (2013); Nuttavuthisit
layout, cleanliness, display, (2014)
fragrance, lighting,
atmosphere.

Cognitive During the cognitive mastery style, theme, meaning, Leder etal.(2004); Cupchik
stage, consumers engage in technique, material, (1995); Russell (2003);
contemplation, evaluation, and originality, comparison, Radbourne et al. (2010);
understanding. knowledge, contemplation, Stecker (2012); Newman &

stimulation Bloom (2012)

Affective The emotional state of consumers joy, delight, happiness, Botti (2000);  Cupchik

arises as an assessment of a joyfulness, admiration, (1995);  Scherer (2005);

consumption experience.

fascination, passion

Markovic (2012)

Source: Data Processed (2023)

At the initial stage, after item development, the researcher used the Content Validity
Index (CVI) to assess content validity and sought three experts' opinions to evaluate the
content's representativeness and the substance of the measurement tool (Aiken, 1985). Items
with a CVI above 0.75 were retained, while others were discarded. The CVI results indicated
that 25 items or indicators constituted the aesthetic value construct, demonstrating that 80%
were correctly classified. Further, the researcher collected data through a field survey based on
this measurement model. There were 242 valid responses gathered from 285 potential
respondents. The subject-to-variable (STV) ratio is 5:1, making it acceptable, according to Hair
et al. (2014) and MacKenzie et al. (2011). Respondents came from various art galleries in
Yogyakarta, including Gallery R.J. Katamsi (22.3%), Langgeng Art Foundation (18.2%), Jogja
Galeri (17.8%), Sangkring Art Space (14.5%), Bentara Budaya (15.3%), and Taman Budaya
Yogyakarta (12%). Most respondents were male (58%), with most being between 16 and 25
years old (37%).

The researcher conducted an exploratory factor analysis (EFA) using SPSS version 2.3.
The main objective of this factor analysis is to uncover the co-variation among latent variables,
thereby reducing the number of observed variables. Subsequently, the researcher conducted
data analysis and assessed the goodness of fit for the measurement model. KMO score revealed
a value of 0.843, suggesting that the sample responses were sufficient. Bartlett’s Test of
Sphericity also showed significance (0.00), and the item communalities were acceptable, with
values exceeding 0.40.
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To ensure the absence of validity concerns, conceptual blending, or multidimensionality
issues, the researcher removed several indicators that posed problems (Mackenzie et al., 2011).
The study excluded indicators with insignificant loadings below 0.50 and those with substantial
and statistically significant cross-loadings. The researcher removed 3 items and retained 22
measurable items for further calculations. After rerunning the factor analysis test using the
remaining 22 items, the KMO value and Bartlett’s Test of Sphericity were obtained at 0.853
with a significance of 0.000. Furthermore, items were grouped into four factors, each with
factor loadings greater than the required criterion of 0.4. Additionally, there were no more
instances of cross-loading in each item. Finally, the analysis findings reveal that individual
items with strong inter-correlations form clusters within the existing factors. In Table 2, it can
be observed that the first factor consists of eight items. The second factor comprises seven
items. The third factor consists of four items, while the fourth and final factors comprise three
items.

Table 2. Pattern Matrix
Faktor
1 2 3 4

Sensory
A2 0,796
A3 0,824
A4 0,831
A5 0,733
A6 0,636
A7 0,769
A8 0,738
Al0 0,826
All 0.769
Al4 0,787
Cognitive
B2 0,780
B3 0,726
B4 0,843
BS5 0,735
Affective
Cl 0,743
C2 0,820
C3 0,797
Cc4 0,761
Cs 0,746
C6 0,811
C7 0,810
C8 0,792
Source: Data Processed (2023)

There are two dimensions resulting from statistical tests in the sensory category. The first
dimension is labeled Artworks, which measures individual sensory aspects in perceiving
artworks exhibited in an art gallery. Respondents are asked about their assessments and
interests in artworks' form, composition, and beauty. The first dimension consists of three
items, as seen in Table 3. The second dimension is Facilities-Place, measured by asking
respondents about their assessments and interests in the gallery's architecture, walls and floors,
spatial layout, cleanliness, lighting, artwork display, and the gallery's atmosphere. The second
dimension consists of seven items, as seen in Table 3. The cognitive category is the third
dimension, and it is called Knowledge. This dimension measures how respondents gain
knowledge and understanding from their experience visiting art galleries. The third dimension
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consists of 4 items, as seen in Table 3. The fourth dimension is the affective aspect, which is
then named Emotion, consists of 8 items.

Table 3. Aesthetic Value: Dimension and Scales

Dimension Codes  Item of questions
Awl I interested in the form of the exhibited artwork
Artworks Aw2 I like the overall composition of the exhibited artwork.
Aw3 I appreciate the beauty of the exhibited artwork.
FP1 I appreciate the architectural display of the art gallery.
F2 The colors of the walls and floors of the art gallery complement and
harmonize with each other.
. FP3 The layout of the art gallery space makes it easy for me to move around.
Facilities- - - —
Place FP4 The cleanliness of the art gallery is always well-maintained.
FP5 The lighting in the gallery space is sufficient for me.
FP6 The arrangement or display of artworks is very appealing to me.
FP7 Overall, the atmosphere of the art gallery provides comfort for me.
KL1 I gained an understanding of the meaning of this work of art.
KL2 I gained an understanding of the originality of this work of art.
Knowledge —
KL3 I can distinguish one artwork from another.
KL4 I get new knowledge.
ET1 I feel positive emotions.
ET2 I feel a sense of joy.
Emotion ET3 I feel a sense of happiness.
ET4 I feel a sense of contentment.
ETS5 I feel a sense of delight.
ET6 I feel a sense of admiration.
ET7 I feel a sense of fascination.
ETS8 I feel a sense of excitement.

Source: Data Processed (2023)

3. Examination of the Effect of Aesthetic Value on Customer Satisfaction and Loyalty
In study 2, the main focus of the research was to use aesthetic value to predict the two
main consumer behavior outcomes of satisfaction and loyalty.

3.1. Literature Review
3.1.1. Influence of Aesthetic Value on Satisfaction, Recommendation Intention, and Revisit
Intention

In the domain of services, several researchers, such as Babin et al. (1994) and Holbrook
(1994), emphasize the relevance of affective or emotional dimensions alongside cognitive or
economic 22perceived customer value experience, encompassing not only utilitarian aspects
but also symbolic, hedonic, and aesthetic aspects of the consumption process. Holbrook (1999)
develops types of customer value, one of which is intrinsic value. Intrinsic value occurs when
specific consumption experiences are valued as ends in themselves, for their own sake, as self-
justification or autotelic.

In the consumption of art services (such as art galleries), aesthetic value is one of the
intrinsic values customers encounter in a consumption experience (Holbrook, 1999; Wagner,
1999a). Customer value has long been considered the most essential and comprehensive
antecedent of customer satisfaction (Gallarza et al., 2013; Gallarza et al., 2016). Research on
customer value in the hotel context indicates that visitors' evaluations of aesthetic value predict
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visitor satisfaction (EI-Adly, 2018). Similarly, research by De Ruyter et al. (1997) in the
museum context shows that when customers appreciate a museum, it influences their tendency
to experience satisfaction. Customers are inclined to experience satisfaction when they
perceive positively the experience and aesthetic value they obtain from an artwork. Therefore,
a positive perception of aesthetic value from an experience visiting an art gallery will create
positive customer attitudes and feelings, leading to customer satisfaction.

This allows for the formulation of the following hypothesis:

H1: Customer aesthetic value positively affects customer satisfaction.

In line with the existing theoretical framework (Gallarza et al., 2017), besides
satisfaction, loyalty is the second output or the most prominent influence on consumer value.
Zeithaml et al. (1996) and Brady et al. (2005) use loyalty in the form of behavioral intention to
capture different outcome dimensions, such as recommendation, repeat purchase, and
willingness to buy at a higher price. This dimension is also a form of consumer loyalty (Oliver,
2010, p. 432), where consumer loyalty is most widely applied empirically combined with
measures from word-of-mouth recommendations and repurchase intentions (Cronin et al.,
2000; Harrison & Shaw, 2004; Gallarza & Gil-Saura, 2006; Hu et al., 2009). Research by
Gallarza et al. (2016) specifically formulated that aesthetic value directly affects consumer
loyalty.

This allows for the formulation of the following hypothesis:

H2: Customer aesthetic value positively affects the intention to recommend art galleries.

H3: Customer aesthetic value positively affects the intention to revisit the art gallery.

3.1.2. Influence of Satisfaction on Recommendation Intention and Revisit Intention

Customers who feel satisfied tend to lean towards continued interest in a product or
service, likely leading to intentions for repeat purchases or returns (Oliver, 2010; Harrison &
Shaw, 2004). Based on research findings (Cronin et al., 2000), loyalty is not only expressed by
the intention to return but also by the intention to recommend. The importance of customer
satisfaction in the service sector is typically illustrated by its emphasis on word-of-mouth
communication, as opposed to traditional promotional methods such as advertising. Word-of-
mouth communication efficiently attracts customers to cultural facilities such as museums and
art galleries (Di Maggio, 1985, cited in Harrison and Shaw, 2004). Hausmann (2012) also states
that word-of-mouth is essential in the current era of social media, as it has become a highly
effective way to reach an unlimited number of people. Several studies (Harrison & Shaw, 2004;
Hausmann, 2012; Santos & Meléndez, 2016) in the context of museums and art galleries
formulate the influence of customer satisfaction on the intention to recommend and revisit art
galleries.

This allows for the formulation of the following hypothesis:

H4: Customer satisfaction positively affects the intention to recommend art galleries.

H5: Customer satisfaction positively affects the intention to revisit the art gallery.

3.2. Research Methods

To test our hypotheses, the data were primarily obtained from respondents through
questionnaires based on purposive sampling techniques of visitors to art galleries in
Yogyakarta, namely Jogja Galeri, Sangkring Art Space, Langgeng Art Foundation, Galeri R. J.
Katamsi, Bentara Budaya, and Taman Budaya Yogyakarta. We found that a total of 225
questionnaires were obtained. A total of 133 respondents (59.1%) are men, making up the
majority of the respondents, 86 respondents (37.2%), or most responders, were between 16 and
25. Data collected shows that Jogja Gallery with 45 people (20%), Langgeng Art Foundation
with 30 people (13%), Sangkring Art Space with 35 people (15.6%), Taman Budaya
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Yogyakarta with 36 people (16%), Bentara Budaya with 35 people (15.6%), and Gallery R.J.
Katamsi with 44 people (19.6%).

Further, to measure aesthetic value, we adopt four formative indicators from study 1:
artwork, facility-place, knowledge, and emotion. The customer satisfaction variable was
measured using 5 (five) reflective indicators from Taylor et al. (2004). The intention to
recommend variable was measured using 3 (three) reflective indicators adapted from Babin et
al. (2005). The intention to revisit the variable was measured using 3 (three) reflective
indicators adapted from Taylor et al. (2004). A Likert scale with five points, 1 for strongly
disagreeing, 2 for disagreeing, 3 for neutral, 4 for agreeing, and 5 for strongly agreeing, was
used to quantify the variables. The data in this research were analyzed using a structural
equation model with smartPLS software. The first step involved testing the validity and
reliability of the model, followed by the discriminant validity test, multicollinearity, R test, and
finally, the hypothesis test by comparing the t-test results with a value above 1.96 and a
probability value <0.05 indicating influence.

3.3. Research Findings and Discussion
3.3.1. Measurement Model Evaluation

In this study, there are two measurement models: the formative measurement model for
the aesthetic value variable and the reflective measurement model for customer satisfaction,
intention to revisit, and intention to recommend.

Table 4. Formative Measurement Model Test Result

Variable  Code Indicators Outer p-value  Outer p-value Outer
Weight Outer Loading Outer VIF
Weight Loading
Aesthetic AW Art-Work 0,343 0,001 0,520 0,000 1,052
Value FP Facilities-Place 0,264 0,011 0,792 0,000 1,868
KL Knowledge 0,178 0,077 0,762 0,000 2,094
ES Emotions 0,533 0,000 0,893 0,000 2,526

Source: Data Processed (2023)

Based on the results of testing the formative measurement model in Table 4, it can be
seen that almost all indicators of aesthetic values, such as Artwork, Facilities-Place, and
Emotions, show significant outer weight values (p < 0.05). Only one indicator has an
insignificant outer weight value, namely Knowledge. Even so, Hair et al. (2019) state that even
though the outer weight value is insignificant, if the indicator has an outer loading value above
0.50 and a significant p < 0.05, it can be retained. Table 4 shows that the Knowledge indicator
has an outer loading value above 0.50 (p < 0.01), so the indicator can be retained in the
measurement model.

The next check in the formative measurement model for the aesthetic value variable is to
look at the outer VIF value. Table 4 shows that the test results indicate that the outer VIF values
for all indicators, such as Artwork, Facilities-Place, Knowledge, and Emotions, have an outer
VIF value <5, thus indicating that there is no multicollinearity among the measurement
indicators.

Table 5. Reflective Measurement Model Test Results

Variable Code Indicator  OQuter Loading Composite Cronbach’s AVE
1 2 3 Reliability Alpha
Customer CS CS1 0,791
Satisfaction CS2 0,852
CS3 0,915 0,923 0,894 0,706

Cs4 0,905
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CS5 0,724

Intention to IRV IRV1 0,794

revisit IRV2 0,872 0,895 0,823 0,741
IRV3 0,911

Intention to IRC IRC1 0913

recommend IRC2 0,953 0,946 0914 0,853
IRC3 0,904

Source: Data Processed (2023)

Further, regarding the results of testing the reflective measurement model of customer
satisfaction variables, intention to revisit, and intention to recommend, for convergent validity,
Table 5 shows that the customer satisfaction variable measured using 5 indicator items as a
whole indicate good convergent validity because all indicators are clustered in one factor. The
loading value is > 0.70, besides the AVE value > 0.50. Likewise, with intention to revisit
variable measured using 3 indicator items, Table 5 shows that all items have a loading value of
> 0.70 clusters in one factor and an AVE value of > 0.50, so it has good convergent validity.
The following variable, intention to recommend, measured using 3 indicator items, also has
good convergent validity. Table 5 shows that all items have a loading value of > 0.70 and an
AVE value of >.50. Meanwhile, when viewed from construct reliability, Table 5 shows that
using composite reliability and Cronbach's alpha assessments, all variables, namely customer
satisfaction, intention to revisit, and intention to recommend, have good construct reliability
because the value is > 0.70 (Hair et al., 2019).

Table 6. HTMT Value

Customer Satisfaction  Intention to Revisit Intention to
Recommend
Customer Satisfaction
Intention to Revisit 0,733
Intention to Recommend 0,734 0,544

Source: Data Processed (2023)

Hair et al. (2019) recommend HTMT analysis to test discriminant validity because it is
considered more sensitive and accurate with the recommended value < 0.90. Table 6 shows
that the HTMT value is below 0.90 in each pair of variables, so all variables have good
discriminant validity.

3.3.2. Structural Model

The next stage of evaluating the structural model is to check the R2 value of the
endogenous variables. Table 7 shows that the effect of aesthetic value on customer satisfaction
has a coefficient of determination (R2) of 0.30, so it can be said to have low criteria, according
to Chin (1998). Next, respectively, the effect of aesthetic value and satisfaction on intention to
revisit has a coefficient of determination (R2) of 0.42. In contrast, the effect of aesthetic value
and customer satisfaction on the intention to recommend has an R2 value of 0.47. So, both
have moderate explanatory value strength (Chin, 1998).

Table 7. R Square

Variable R?

Customer Satisfaction 0,30
Intention to Revisit 0,42
Intention to Recommend 0,47

Source: Data Processed (2023)
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SmartPLS evaluates research ideas and decides which ones to accept or reject. The
hypothesis can be accepted if the p-value is less than 0.05 and the path coefficient t-value is
greater than 1.96. According to Table 8 and Figure 2, the accepted hypotheses are as follows:
HI1 stated that aesthetic value positively affects customer satisfaction. The data supports the
idea that aesthetic value positively impacts customer satisfaction (t=12.471 and p=0.000).
Therefore, H2 is also supported. Aesthetic value positively affects intention to recommend
(t=2.043 and p=0.042). H3, which stated aesthetic value positively affects intention to return,
was also supported (t=2.191 and p=0.029). Further, H4 stated that customer satisfaction
positively affects intention to recommend (t=11.006 and p=0.000) and customer satisfaction
positively affects intention to return (t=9.470 and p=0.000), both supported by the data. So, all
hypotheses in this study are accepted.

Table 8. Path Coefficient

Hypotheses Variable Correlation Path t-Statistic p- Result
Coefficient Value

Hypothesis  Aesthetic Value -> Customer 0,548 12,471 0,000  Accepted

1 Satisfaction

Hypothesis  Aesthetic Value -> Intention to 0,116 2,043 0,042 Accepted

2 Recommend

Hypothesis  Aesthetic Value -> Intention to 0,176 2,191 0,029  Accepted

3 Revisit

Hypothesis  Customer Satisfaction > 0,604 11,006 0,000  Accepted

4 Intention to Recommend

Hypothesis  Customer Satisfaction > 0,533 9,470 0,000  Accepted

5 Intention to Revisit

Source: Data Processed (2023)
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4. Discussion

This research studies aesthetic value in arts organizations, as this field is rarely
encountered in the literature on customer value. This is important because aesthetic value can
demonstrate a significant role in the competitiveness of an arts organization and the cultural-
based business trends in the creative sector. This research focuses on visitors who play a
strategic role in the advancement and sustainability of arts organizations because visitors'
perceptions of value are crucial for their satisfaction and loyalty to the organization.

This study tests five hypotheses derived from the conceptual model of aesthetic value,
consumer satisfaction, intention to revisit, and intention to recommend. As predicted, aesthetic
value positively influences satisfaction, intention to revisit, and intention to recommend. This
explains that aesthetic value emerges as a form of consumer experience perception in the
context of art services (Wagner, 1999a; 1999b; Pine & Gilmore, 1999), and if it then receives
a high overall score on that scale, consumers will be more satisfied with the service. However,
the perception of high aesthetic value affects satisfaction more related to the past (already
occurred) and directs toward loyalty that leads to the future. Thus, it is reflected in consumers'
tendency to visit again and recommend the service to others.

So far, aesthetic value has been considered a determinant factor (Gallarza & Saura, 2006)
or a dimension of customer value (Holbrook, 1999; Mathwick et al., 2001). In the customer
experience, aesthetics plays a vital role as individuals encounter it daily, at home, in retail
settings, public spaces, or notably in service sectors like art, entertainment, and various cultural
offerings. In the consumption of art services such as art galleries, aesthetic value becomes a
dominant perceived customer value compared to, for example, utilitarian value. It is because
art is consumed more for its meaningfulness to oneself, emotions, and sensory experiences that
arise rather than its practical usefulness.

5. Conclusion

Theoretically, this research clarifies the understanding of aesthetic value as one of the
dominant forms of consumer value in art consumption, as articulated by Holbrook (1999) and
Wagner (1999a; 1999b). The conceptualization and measurement aesthetic value provide a
better understanding of individual responses in the context of art consumption, especially art
services. Within the framework of consumer experience theory, customer aesthetic value is
defined as the consumer's appreciation of an art object involving cognitive, affective, and
sensory aspects based on the overall consumer experience, which is intrinsically assessed as
self-oriented and self-terminating. Based on intrinsic motivation in art service consumption (art
galleries), various key dimensions such as artworks, facilities, knowledge, and emotions shape
consumer aesthetic value.

Empirically, research testing results support and confirm that aesthetic value is an
important customer value in art service consumption and influences customer satisfaction and
behavioral intentions, such as the intention to recommend and intention to revisit the art
service. Consumer aesthetic value not only directly influences consumer satisfaction but also
directly influences intention to recommend and intention to revisit.

Practically, art service managers need to pay attention to the importance of consumer
aesthetic value and strive to create loyal consumers to experience better organizational growth.
Managing aesthetic value will lead to consumer satisfaction, secure loyalty, and ultimately
increase profits for the organization. Additionally, marketing practitioners involved in projects
or activities to understand and enhance the organization's service offerings to its customers can
use the aesthetic value scale to assess, plan, and track tangible and intangible aspects of their
service offerings.

This research, of course, has some limitations. The researcher acknowledges that the
sample size of art gallery consumers is not proportional across galleries. The sample size is
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relatively small, although it still meets the required criteria. Nevertheless, the general
characteristics of consumers' psychological attributes seem similar across art galleries. The
research also focuses on one consumer value, namely aesthetic value, in the context of art
services, namely art galleries. It is still possible to expand or compare with other consumer
values.

Future research could address several issues. First, there is a need for further research on
the determinants and consequences of aesthetic value. Second, it studies the relationship and
compares aesthetic value and other customer values in consumer behavior. Third, there is a
need to develop an aesthetic value measurement scale for product categories. Developing a
broader aesthetic value scale will further clarify the role of aesthetic value in consumer
behavior.
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ABSTRACT

With the rapid involvement of the digital divide to reduce poverty in Uganda , the social spheres
have opted to get involved in the digital divide, however there is limited research on the biometric and
analysis of the digital divide, this study set out to investigate the relationship between the digital divide
and poverty, the objectives of this study were To examine the relationship between poverty and the
digital divide from 2018 to 2022 to determine the level of poverty in Uganda , hence the study uses the
literature review obtained from Scopus database published between 2018 to 2022 and a five step
method including 1) defining keywords 2) initializing search outcomes 3)inclusion and exclusion of
some elements of the initial result 4) compiling initial data context,  the digital divide involvement
towards poverty reduction has helped to physically display publication assessment over time and
identify domains for current poverty measures and finally the research draws a road map for future
investigations on poverty
Keywords: Digital Divide, Poverty, Biometric analysis. Network analysis

1. Introduction

The digital divide is a social and economic issue that has gained significant interest in
recent years and Prior that ye & yang 2020). It refers to the disparity in access to and usage of
information and communication technologies, there is no nation that is completely free from
poverty. Poverty is a global phenomenon, which affects continents, nations and peoples
differently (Vilakazi et al., 2020). It Impacts people in various depths and levels, at different
Times and phases of existence. The main difference is the magnitude and prevalence of the
digital divide in the malaise. Nations in sub-Saharan Africa, South Asia and Latin America are
currently with the highest level of poverty and consequently with the lowest level of socio-
economic Development They also have the highest level of social insecurity, Violence, unrest
and generally low standard of living (Cheng, 2020).

It is the inability to attain a minimum level of standard of living, this definition considers
income and expenditure per capital to be adequate yard stick for measuring welfare. The
definition is used to determine who falls below or above the minimum standard of living (Njiru,
2018). Uganda is one of the well-endowed countries on African Continent having a rich nature
resource base including high rainfall and fertile land in most parts of the country. Research
carried in the 2018 Indicated that the country is among the fastest growing economies in the
sub- Saharan region with a high rate of economic growth (Basin, 2008).

Uganda, remains one of the World’s poorest country ranked 159" out of 175 poorest
countries in the world as per the Human Development Index (1998),started Its independence
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in 1962, Poverty Level of barely 69% of its population in 1998 less than US $1 dollar a Day
and is today struggling to bring it down. It is current teeming Population of about 33.1 million.
Of the number of the poverty stricken People, the majority being — in the rural areas where
illiteracy Prevalence is high, potable water and health facilities are rarely Available, road and
electricity infrastructures are either unavailable or Ill-managed, divide and helps rural areas
achieve social inclusion (Ye & Yang, 2020).

The World Bank and United Nations Development Program (UNDP)’s 2002 Human
Development Index (HDI) of 0.449 aptly indicate the deplorable state of Uganda’s level of
poverty and low Human development (Mcneill, 2016). This is in spite of the digital divide that
the country is richly endowed with all kinds of nature resources. Unfortunately Uganda’s
proportion of the poor has doubled over the last two Decades, amid increasing tax revenue. For
instance in 2001/02 it collected over sh1266.1b.Uganda’s endowment is in opposite direction
with her poverty level. Furthermore, according to World and UNDP2001 statistics, Uganda
which impressively exports raw coffee And other food stuff Production respectively, its GNP
per capital ofUS$280 and is unenviable classified as the poorest nation in the World (Majerova,
2012).

Poverty is currently one of the most serious problems in the World. Recent estimates
indicate that about 1.5 billion people live below the Poverty line of Less than one dollar per
day in the whole world. Out of The 1.5 billion people, Africa contributes about 250 million,
which is about 17% of the world’s total Poor population. According to the United Nations
Reports (1999), Uganda’s Human Poverty Index (HPI) was only 41.3%, which places the
country among the 25 poorest Nations in the world (Pogge, 2014). The HPI for some other
African countries like Zimbabwe, Botswana, Kenya, Burkina Faso and Niger were 17%,
22.9%, 26.1%, 58.3% and 66.0% respectively. Additional data from The UHPI (2003) further
indicate that life expectancy for Uganda was 45 years, literacy rate was 65% and 42.1% of the
rural population do Not have access to potable water, healthcare facilities and electricity, these
findings indicate that there is a “digital divide” and an “education threshold” in digital finance.
Based on these results, this paper suggests measures for alleviating consumption inequality
among(Wang et al., 2022).

What follows is the story of the development of the HDI, Beginning with the early
intellectual history of welfare economics and Following this field through three successive
revolutions in thought Culminating in the theory of human development this history is traced
from the divided origins of economic “utility” theory to Sen’s human Capabilities approach.
Since HDI’s first introduction in 1990, many Scholars have offered critiques of its underlying
digital divide and its method of calculation. In many cases, the UNDP has responded by
improving HDI As a measure of Economic development based on these critiques.

So many people in Uganda are facing a problem of lack of technological advancement
which has led to un employment, and poverty hence leading to high crime rates in Uganda ,
however with the digital divide advancement in all remote areas of Uganda it can enable people
In rural areas to access internet and work online to earn a living . As it has been known in
Uganda that every government embarks on one form of poverty reduction strategy or the other.
However, what has remained unanswered is the extent to which these programs have impacted
on the poor: the target population. Recent studies in 2020 done In Uganda on poverty and
digital divide programs Indicated that considerable gap exists between the target objectives:-
alleviating or eradicating poverty and achievement. It seems that the Efforts of various
governments are ineffective and therefore not much has been done to actualize the benefits.
For poverty reduction Agencies, their results do not seem to justify the huge financial
Allocations to them. Poor people’s perceptions of formal poverty Reduction institutions are
largely that of ineffectiveness and irrelevance in their lives as government poverty reduction
activities contribute little in their struggles to survive and rarely help them to escape poverty
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2. Literature Review
2.1. Digital Divide

The digital divide remains a significant concern for both developed and developing
countries, impacting various aspects of society. In the context of poverty reduction in Uganda,
understanding the dynamics of this divide is crucial. recent research by Liu, (2021) in china
,as published in sustainability , has shed light on the impact of digital finance on consumption
inequality among farmers. The study’s findings reveal that digital finance plays a critical role
in shaping consumption patterns, potentially reducing inequalities among farmers. This insight
is particularly relevant to Uganda, where digital finance can be harnessed to empower
marginalized communities and bridge the economic gap.

Another relevant study, conducted by Ye & Yang, (2020) and also published in
sustainability , highlights the transition from the digital divide to social inclusion, focusing on
mobile platform empowerment in rural areas . This research underscores the transformative
power of mobile platforms in connecting individuals in remote and underserved regions,
facilitating access to information, resources, and opportunities. Understanding the strategies
and outcomes presented in outcomes presented in this study can be valuable for designing
interventions in Uganda that harness mobile technology to empower disadvantaged
populations, ultimately contributing to poverty reduction.

The insights from these studies by Ye and Yang, (2020) emphasize the potential of digital
technologies to mitigate the digital divide and enhance social inclusion , particularly in rural
areas . By adapting these lessons to the Ugandan context, policy makers and practitioners can
develop targeted interventions that leverage digital tools and platforms to reinforce the
structural art of addressing the digital divide ultimately working toward poverty reduction in
the country.

2.2. Taxonomy for digital divide
Table 1. Taxonomy for digital dived

AUTHOR/YEAR | TITLE VARIABLE INDEPENDENY
Q.MA, A | Bridging the digital | Age Education level
CHAN/2020 divide for older adults via | Gender Income
observations training | Race Employment status
effects of the model Ethnicity House hold size
location
Diana V  and | Economic inequality , the | Access to devices | Internet infrastructure
Christian C | digital divide and remote | Internet Availability of devices
Weller/ 2022 learning during covid 19 | connectivity Technology adoption
Digital skills Technological literacy

Frequency of the
internet use

R Reynolds MC | Digital divide , critical | Income Education level

Gowan et al/ 2022 | and crisis informatics | Employment House hold income
perspective  on  Kk-12 | status Occupation
emergency remote | Education level | Social economic status
teaching  during  the | Household
pandemic income

Fei /2022 Covid 19 challenges and | Rural / urban | Regional infrastructure

the digital divide divide
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3. Methodology

The qualitative analysis method is one of the research methods used in this study to, it
involves analyzing qualitative data, extracting valuable insights from textual data obtained
from Scopus and discourse within the identified literature, it aims to uncover nuanced insights
into structural aspects of the digital divide and how they contribute to poverty reduction
initiatives in Uganda. This chapter presents the methods and and procedures that will be in
the study in the following order , data source , data collection techniques , data analysis
techniques, research type and results, the qualitative research methodology for this study
involves an in depth analysis of the digital divide’s impact on poverty reduction in Uganda .
to achieve this we adopt a multi-faceted approach, hence conducting a comprehensive
literature review to gain a deep understanding of existing theories , concepts and findings
related to the digital divide and poverty reduction Wang, Chen , and Ding (2022). The data
for this study was sourced from reputable scholarly databases, specifically Scopus. Scopus
provides access to vast collection of academic journals, and articles offering a comprehensive
foundation for exploring the research landscape.

The data collection for this study was conducted using secondary data analysis , in this
case the data was extracted from scholarly articles available on Scopus , the articles selected
for analysis were focused on digital divide, poverty reduction , and related themes in the
context.

RECORDS IDENTIFIED FROM I

Reports of included studies: (n=10)

Databases (n =826 )
Records removed before screening:
Duplicate records removed (n =2 )
4(@ 'DENT'F'CAT'ON Records marked as ineligible by automation tools (n=3)
Records removed for other reasons (n=1)
L J
— RECORDS =
3
(o) SCREEN,NG ' Records screened: (n =233 )
': Records excluded: (n =593 )
< \
(W] J
o=
W
l: REPORTS
3 SCREEN'NG " Reports sought for retrieval: (n =216 )
[a Reports not retrieved: (n=110)
— C Reports assessed for eligibility
\ ) (n=56)
STUDIES INCLVUDED
( ) 'NCLUDED Studies included in review: (n =32)
\

Figure 3. Data Collection Technique

The analysis of the data involved a systematic review and synthesis of the information
gathered from the selected articles. The research employed content analysis to identify key
themes, patterns, and insights related to the structural aspects of the digital divide and its
implications for poverty reduction in Uganda.
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4. Result
4.1. Publication by Year

Documents by year

A0

L £UNY #0240 #0210 F027
Figure 4. Publication by year

From the portrait of the development of this study, it was found that several years
responded to the study about digital divide in Uganda., starting from 2018 to 2022, in 2018
there was a total number of 10 documents published related to digital divide inclusion, in
addition the overall trend increased in 2019 to 17 documents related to bridging digital divide
amidst educational change by Lui,j , impact of digital finance by Ding, S and by 2020 the the
publication rate between the three years had increased to 30% ,therefore we can conclude that
between 2021 and 2022 there was a decline of over 15 documents related to digital divide in
Uganda

4.2. Publication by Country

Documents by country or territory

Compare the document counts for up to 15 countries/territories.

United ttes
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Figure 5. Publication by Country
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From the fig 3, it can be analyzed that the United states is studying the digital divide in
Uganda generally terms related to digital divide through articles like challenges of digital
divide inclusion by Ye Wang, making it the largest with 530 publications on digital divide,
followed by united kingdom accounting for 200 documents on digital divide and it emerges
the second in the digital divide publication in Uganda , hence Spain also studies the digital
divide in Uganda in 130 documents ,.Australia in 110 documents , Canada and China 100
documents, however the publication graph decreased with the publication as for India and
south Africa show a common interests in the number digital divide publication up to 75
documents, and it continued lowering up to 55 documents by Germany and Netherlands with
the lowest publication of 50 documents.

4.3. Publication by author

TABLE 2. The top 10 publications by authors from Scopus on digital divide starting from
Robinson, L with the highest number of 4 publications on digital divide in Scopus between
2018-2022, and the fluaction went on decreasing from 4 to 3 documents published by glank G
and Ragnedda M and continued reducing to 2 documents published by 7 authors such as
Akcaogluim .m, Bernstein.m, Curtis .R, Downey.J, Kale, Laura and leguine .A in Scopus
between 2018-2022.
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Figure 6. Publication by Author

This a narrative summary highlighting major clusters, including citing articles and cited
references, the importance of summarized in terms of citation based on metrics such as citation
bursts, network based metrics such as degree centrality and betweenness centrality.
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Table 2. Narrative Summary of Major Clusters

ClusterIDSizeSilhouette Label (LSI) Label (LLR) Label (MI) |Average
Year

0 44 1 the sociodemographic digital divide [inner mongolia [inner mongolia 2019
in mobile health app use among china (4.27, 0.05) china (0.17)
clients at outpatient departments in
inner mongolia, china: cross-
sectional survey study

1 31 1 from digital divide to social mobile platform mobile platform | 2016
inclusion: a tale of mobile platform |empowerment  empowerment
empowerment in rural areas (4.67, 0.05) (0.14)

2 28 1 examining the impact of digital digital finance  digital finance 2019
finance on farmer consumption (5.86, 0.05) (0.09)
inequality in china

3 25 1 is there a digital divide between urban student urban student 2018
urban students and migrant students |(5.86, 0.05) (0.09)
in china?

4 23 1 bridging digital divide amidst bridging digital bridging digital 2020
educational change for socially divide amidst divide amidst
inclusive learning during the (5.18, 0.05) (0.11)
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In the context of cluster 1 Digital finance has the potential to bridge gaps by providing
access to financial services for underserved populations. Mobile banking, digital payment
systems, and online lending platforms can reach remote or unbanked areas where traditional
banking infrastructure is lacking. Digital finance can reduce transaction costs, making financial
services more affordable for low-income individuals. This affordability can attract more people
into the formal financial system.

In the context of cluster 2, emerging trends in technology such as the internet of things,
artificial intelligence and big data are often concentrated in urban areas , The emergence of
smart cities and the clustering of technological advancements within urban spaces , known as
the cite space cluster , is intimately connected to digital divide . this phenomenon refers to the
unequal access to and use of technology between different groups of people, typically based
on factors like income , education , geographical location and infrastructure availability.

In the context of cluster 3 Just as toppling deformation results in a change in the
orientation of rocks, the digital divide causes a shift in opportunities. Disparities in access to
technology create an imbalance where certain groups or communities have greater access to
opportunities presented by digital advancements, while others are left behind. Imbalance in
Advancement: The digital divide can create an imbalance in technological advancement.
Communities or regions lacking access to technology or proper infrastructure face a 'tilt' in
their ability to progress economically, socially, or educationally compared to areas with better
access.

Global digital education intersects with the digital divide by highlighting disparities in
access to quality educational resources and technology. While digital education has the
potential to bridge gaps by offering learning opportunities beyond physical boundaries, unequal
access to technology and reliable internet widens the divide. In areas with limited connectivity
or resources, students may lack access to online courses, educational tools, or even basic digital
literacy, perpetuating disparities in educational outcomes and exacerbating the digital divide.

Dynamic capabilities, in the context of the digital divide, refer to a company's ability to
adapt, innovate, and leverage digital technologies effectively. Disparities in resources, skills,
and infrastructure create varying levels of dynamic capabilities among businesses. Companies
in areas with robust technological infrastructure and skilled workforces can adapt faster to
digital transformations, gaining a competitive edge. Conversely, enterprises in underserved
regions might struggle due to limited access to technology, hindering their ability to develop
and utilize digital capabilities, widening the gap between digitally adept and less advanced
firms.

Medium-sized enterprises' (SMEs) relationship with the digital divide often reflects
resource discrepancies. SMEs in well-connected areas or those with financial resources can
better afford and adopt digital technologies to enhance their operations, market reach, and
efficiency. However, SMEs in less developed regions or with limited financial means face
challenges in embracing digital tools, leading to reduced competitiveness and restricted growth
opportunities, thereby contributing to the digital divide between digitally enabled and
disadvantaged businesses.

Conceptual architecture, when applied to the digital divide, refers to the structural design
or framework of solutions aimed at reducing disparities in technological access and
capabilities. It involves creating strategies, policies, and frameworks that address various
aspects of the divide, such as infrastructure, education, affordability, and digital literacy.
Conceptual architecture acts as a blueprint for initiatives, guiding the development and
implementation of comprehensive solutions to bridge the gap and ensure more equitable access
to technology and its benefits across diverse populations and regions.
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Top 20 Keywords with the Strongest Citation Bursts

Keywords Year Strength Begin End 2018 - 2022
punjab [pakistan] 2018 0.58 2018 2018 o
sargodha 2018 0.58 2018 2018
commodity 2018 0.58 2018 2018
market svstem 2018 0.58 2018 2018
ict use 2018 0.58 2018 2018
value chain 2018 0.58 2018 2018
digital mapping 2019 0.8 2019 2020 o
1ct development index 2019 0.6 2019 2019
environmental issue 2019 0.6 2019 2019 o
multivariate analysis 2019 0.6 2019 2019 o
spatial analysis 2019 0.6 2019 2019
impact factor 2019 0.6 2019 2019 o
spatiotemporal analysis 2019 0.6 2019 2019 o
spatial correlations 2019 0.6 2019 2019 o
spatial temporal characteristics 2019 0.6 2019 2019 o
correlation 2019 0.6 2019 2019 o
urbanization 2019 06 2019 2019
index method 2019 0.6 2019 2019 o
numerical model 2020 0.99 2020 2020 -
covid 19 pandemic 2021 0.97 2021 2022 —

Figure 8. Top 20 Keywords with the Strongest Citation Bursts

The above table is reflects Key words collected from digital divide articles from Scopus
database such as ict use, ict development and digital mapping as well as analyising the years
they were published data collected with the strongest citations starting from 2018 to 2020
which shows the strength of the citations from high levels of citation to the lower levels
however key words also reveal that the strong citations were made in 2019.

5. Conclusion

According to Poverty alleviation is a key policy debate in recent development Literature.
Many researchers the digital divide have argued that the fight against poverty is a necessary
condition for division of resources and growth power. The Elaboration of policies for poverty
alleviation requires a thorough Knowledge of the poverty phenomenon as well as an
understanding of the efficiency of Implemented hence reinforcing the structural art of digital
inclusivity highlighted as a pivotal strategy for fostering socio economic growth and
diminishing the barriers that perpetuate poverty. By acknowledging the multifaceted nature of
the digital divide and its impact on marginalized communities , interventions on the structural
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art of digital inclusivity as a pivot strategy for fostering socio economic growth and
diminishing the barriers that perpetuate poverty
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ABSTRACT

This study explores how Tanzania can effectively promote its cultural heritage as a key
component of tourism, drawing lessons from Indonesia’s successful cultural tourism practices. By
comparing strategies used in both countries, the study uncovers ways for Tanzania to enhance its
cultural promotion, enrich its tourism offerings, and address challenges. Specifically, the research
focuses on strategies Indonesia employs to market its cultural heritage, adapting them to Tanzania's
context while preserving authenticity. The study's significance lies in boosting Tanzania's tourism
sector through better cultural promotion, revenue generation, and preservation, offering insights
valuable to tourism officials, cultural organizations, academicians, and the country at large.
Methodologically, the study adopts a constructivist research paradigm and a qualitative multiple-case
study design, focusing on Arusha in Tanzania and Yogyakarta in Indonesia. Data collection includes
interviews and secondary data from reports publications, with thematic analysis guided by the strong
structuration theory. The comparison reveals differences in external and internal structures, agency,
and outcomes between Tanzania and Indonesia, highlighting the need for Tanzania to shift towards
practical implementation in cultural promotion. This study contributes to policy and practice by
advocating for revised tourism policies in Tanzania and offers theoretical and practical insights into
cultural promotion strategies in Tanzania.
Keywords: Cultural Heritage, Tourism Development, Cultural Tourism, Tanzania, Indonesia,
Comparative Analysis

1. Introduction

Africans' reliance on oral tradition has led to a significant gap in African knowledge
systems, resulting in the loss of valuable knowledge with each passing elderly person. Unlike
many cultures of the world that transform past materials into cultural heritage, Africa has
struggled to evolve methods for passing down knowledge, failing to preserve important aspects
of its ways of life. Only a few elements of African culture are retained. While culture-based
tourism practices can help conserve a destination’s cultural heritage and generate revenue, most
African countries, including Tanzania, have not fully tapped into this potential (Wels, 2002).

Sotirova et al. (2012) define cultural heritage as the legacy of physical artifacts and
intangible attributes inherited from past generations. It includes tangible elements such as
buildings, monuments, landscapes, books, works of art collections, as well as intangible
elements like music, dance, beliefs, social morals, ceremonies, rituals, folklore, traditions,
language, and indigenous knowledge (Blake, 2000). Cultural heritage strongly influences our
sense of identity, loyalties, knowledge, beliefs, and behaviour (Balandin & Laizane, 2013,
Adane et al., 2019). It has an existence value and an aesthetic or artistic value, stimulating
sensory or symbolic perceptions of the past in the present, and is considered a resource,
monetary spending, expense, or income (Graham et al., 2016). Cultural scholars agree that
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cultural heritage is what we inherit from the past and use in the present day (Graham et al.,
2016).

Cultural heritage has gained increasing attention in recent years for its potential to
promote sustainable development (Araoz, 2011). Scholars like Timothy & Boyd (2006)
recognize cultural tourism as the largest and fastest-growing global tourism market. According
to the World Tourism Organization (2018), four out of ten tourists choose their destination
based on its cultural and heritage attractions, and the annual growth rate in cultural trips is
estimated to be 15% by the end of the century (Ramires et al., 2018). Timothy (2011) asserts
that cultural tourism involves travellers experiencing built heritage, living culture, or
contemporary arts, driven by a desire for cultural enrichment, learning, or curiosity.

Culture based tourism may help conserve the cultural heritage of a destination, depending
on factors such as government policy and guidance (Henderson, 2002; Swain, 1989, 1990).
However, Li (2003) warns that prioritizing tourism over conservation can lead to the loss of
culture and traditions. Despite the vast literature on conserving cultural heritage and its role in
promoting sustainability, there is a lack of research focused on promoting Tanzania's cultural
heritage. Tanzania's focus on wildlife tourism over its cultural diversity is evident in its tourism
policies (MNRT, 1999; MNRT, 2002), highlighting the untapped potential of Tanzania's
cultural heritage in the tourism sector (Soeroso & Susilo, 2014). In contrast, a country like
Indonesia has successfully integrated its cultural heritage into its national branding strategy,
making cultural tourism a key aspect of its tourism industry (Soeroso & Susilo, 2014).

This study explores how Tanzania can effectively promote its cultural heritage as a key
component of tourism, drawing lessons from Indonesia's successful cultural tourism practices.
By comparing strategies used in both countries, the study uncovers ways for Tanzania to
enhance its cultural promotion, enrich its tourism offerings, and address challenges. The
overarching question of this study is: How can Tanzania promote its cultural heritage as a
valuable aspect of tourism by adopting and adapting strategies used by Indonesia to sell its
culture as a tourism product? Together with that, three specific research questions take us
throughout this paper which are: 1. What specific strategies has Tanzania and Indonesia
adopted to promote cultural heritage as a tourism product, and how effective have they been?
2. What are the key challenges and opportunities for Tanzania and Indonesia in promoting their
cultural heritage as a tourism product, and how have the challenges been addressed while
leveraging the opportunities? 3. How can Tanzania adapt and adopt the successful strategies
used by Indonesia to sell its cultural heritage as a tourism product to its own cultural context,
while still preserving the authenticity of its cultural offerings?

Consequently, this study adopts a constructivist research paradigm and a qualitative
methodology with a multiple-case study design. Focusing on Arusha and Yogyakarta cities
from the respective countries, it delves into local knowledge and contextual factors, utilizing
primary and secondary data collection methods. Thematic analysis guided by strong
structuration theory ensures validity and reliability of the findings, contributing significantly
to policy, practice, literature, and theory. The study emphasizes the need for Tanzania to revise
its tourism policies, provides valuable insights for practitioners, offers a detailed comparative
analysis of cultural heritage promotion strategies, and enhances theoretical understanding
through the application of Stones' Strong Structuration theory.

2. Literature Review

Every place possesses heritage although not all resources appeal to tourists despite their
significance to locals (Timothy, 2011). The recognition of historical artifacts' importance has
led many countries to allocate substantial funds for their preservation, resulting in increased
tourist interest (Timothy, 2011). Cultural heritage plays a crucial role in societies, embodying
shared bonds and a sense of belonging (Rouhi, 2017; Jokilehto, 2006; Siregar, 2018; Ogundele,
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2014; Nnonyelu, 2009). The tourism industry relies on these resources, with cultural tourism
becoming a mainstream component, contributing to economies and cultural preservation
(Richards, 2001; Ivanovic, 2008). Cultural tourism has evolved from a niche market to a vital
industry driver, with a new UNWTO definition emphasizing both tangible and intangible
cultural attractions and products (UNWTO, 2018). However, challenges remain, including the
impact of unchecked tourism on culture and heritage (Ismail et al., 2014).

Research in cultural tourism has expanded rapidly, covering various aspects such as
cultural consumption, motivations, heritage conservation, and economics (Richards, 2013).
The global perspective on cultural heritage reveals its compromised significance in numerous
locations due to a cycle of excessive development, inadequate investment, and declining
returns (Russo, 2002). Countries worldwide exhibit distinct approaches in protecting,
preserving, and promoting cultural heritage. For example, Spain emphasizes the pivotal role of
cultural activities in attracting tourists and supporting its economy. With a rich cultural
heritage, Spain ranked fourth globally in UNESCO-recognized assets (Ponferrada, 2015). The
country actively defends its culture through public policies, aiming to make culture an essential
public good (Parga-Dans et al., 2020).

Italy, on the other hand, showcases the influence of cultural heritage's monetary value on
tourism, with its legal framework providing fundamental protection and encouragement for
promotion (Petrillo et al., 2019). South Korea focuses on preserving and promoting its culture
through diverse initiatives, including cultural diversity projects and cultural ODA projects
(UNESCO, 2018). China emphasizes on-site heritage interpretation to provide tourists with
insights into its history and culture (Vong & Ung, 2012). Moreover, countries like Romania,
Lithuania, Estonia, and Denmark incorporate creativity as a strategy for preserving and
promoting their cultural possessions (Martinaityte & Kregzdaite, 2015; Lorenzen & Andersen,
2012).

In Africa, societies possess captivating cultural heritage infrastructures that can be
developed into tourist sites, generating revenue for local communities (Mabulla, 2000; Alisa
& Ridho, 2020). These sites include sacred groves marked by ancestors as areas where
biodiversity resources are not to be exploited, holding potential as cultural heritage tourist sites
(Mabulla, 2000; Sarfo-Mensah et al., 2014). Responsible event organizers produce
paraphernalia for cultural observances, aiding attendees in immersing themselves in the
occasion while generating revenue for host communities (Twumasi-Ampofo et al., 2020).
Additionally, elders in communities strive to honour their ancestors by ensuring the continued
observance and commemoration of significant practices and events, supported by government
policies (Twumasi-Ampofo et al., 2020).

Several studies highlight Tanzania's recognition of culture-based tourism's potential to
diversify the tourism industry and contribute to economic development, supported by formal
policies and initiatives such as campsites, home-stays, traditional food experiences, and visits
to cultural and historical sites (Salazar, 2012). The Tanzania Tourist Board has a dedicated unit
for the development and promotion of cultural tourism (Salazar, 2012; URT, 2010). Some
communities, like the Maasai in the Ngorongoro Conservation Area, have already initiated
cultural tourism activities (Bruner, 2001). Tanzania possesses a rich cultural heritage, but
funding constraints hinder its protection and management (Mabulla, 1996). Developing
cultural tourism could generate revenue for heritage protection and create job opportunities
(Timothy, 2011). Tanzania aims for a premium tourism experience but faces obstacles like
infrastructure deficiencies and marketing limitations (Wade et al.,, 2001). Furthermore,
significant challenges remain in developing indigenous cultural tourism (Melubo & Buzinde,
2016).

In contrast, in Indonesia, culture is a dynamic set of value systems adaptable to change,
expressed in daily activities, shaping community identity (Siregar, 2018). Cultural heritage
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includes documentation like the Borobudur temple and living traditions integrated into daily
life (Karsono & Wahid, 2008). Indonesia promotes its cultural heritage through sustainable city
development, preserving historical sites, and encouraging private investment (Groizard &
Santana, 2018). Cultural tourism is popular among domestic and international tourists in
Indonesia and aligns with global trends (Estevao, Cristina & Ferreira, 2009). Indonesia
employs various strategies to promote its cultural heritage, including hosting events and
exhibitions (Sasana & Novitaninytyas, 2019).

Up to this juncture, extensive research literature has failed to illuminate the avenues
through which countries, such as Tanzania, can learn from countries that have done well in
cultural heritage promotion like Indonesia through a comparative approach.

2.1. Theoretical Framework Work: Strong Structuration Theory

Stones' Strong Structuration Theory builds on Giddens' notion of structuration by
emphasizing the interplay between structure and agency in social systems. Stones' framework
identifies four components of structuration: external structures, internal structures, active
agency, and outcomes (Stones, 2005). External structures are the conditions that limit agents'
actions, including independent causal influences and irresistible causal forces (Stones, 2017).
Internal structures refer to habitual or generalizable elements within agents, including
conjuncturally specific internal structures related to specific roles or positions, and general
dispositional internal structures such as skills and dispositions (Stones, 2005). Active agency
is the application of internal structures to practical action (Stones, 2005). Outcomes are the
result of interactions between internal and external structures, including changes, elaborations,
reproductions, or preservations of structures, as well as other events resulting from social
interactions (Stones, 2005).

The theory also introduces the concept of position-practices, which are enacted within
groups of agents and involve identities, prerogatives, and obligations (Jack & Kholeif, 2007).
Position-practices help understand how individuals in specific roles contribute to sustaining or
altering norms (Elbasha & Wright, 2017). Additionally, the theory introduces the concepts of
Agent-in-Focus and Agent-in-Context, which acknowledge the broader social landscape and
its influence on agents' actions (Moore & McPhail, 2016).

Stones' theory provides a structured approach to understanding how agents in this study
promote cultural heritage in Tanzania and Indonesia, focusing on how rules and resources
shape promotion efforts (external structures), how agents view and use their culture (internal
structures), and how they respond to tourism demands (active agency). This study involves
various agents, including policy makers (who are agents in focus), artisans, tour operators, tour
guides, academic researchers, artists, and local communities (who are agents in context), who
shape the outcomes of cultural tourism. By comparing these elements in Arusha (Tanzania)
and Yogyakarta (Indonesia), the study aims to understand and compare the countries'
approaches to cultural heritage promotion, offering insights for recommendations to Tanzania
and future research.
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Figure 2.1. The quadripartite nature of structuration
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Source: Stones (2005, p. 85)

3. Research Methods

This is a qualitative study which adopted a constructivist research paradigm, focusing on
how individuals construct their own understanding of the world through experiences and
interactions with others (Crewell, 2014; Strauss & Corbin, 2008; Levitt et al., 2017; Dudwick
et al., 2006; Gopaldas, 2016). Consequently, this study employed a multiple-case study design
focusing on Arusha, Tanzania, and Yogyakarta, Indonesia, exploring how Tanzania can
promote its cultural heritage by learning from Indonesia's strategies (Sturman, 1997; Creswell,
2009; Simons, 2009). These cities were purposefully chosen for their rich cultural heritage that
attracts tourists and the researcher's familiarity with them. Moreover, Arusha and Yogyakarta,
possess rich cultural offerings and significant tourism potential, representing diverse cultural
contexts influenced by indigenous tribes and historical legacies, located in Africa and Asia,
respectively (Mohajan, 2018; Oun & Bach, 2014).

To clarify on the scope of the study, Arusha and Yogyakarta were chosen as
representative cities to narrow down data collection, allowing for a focused and detailed
analysis of cultural heritage promotion strategies within these specific contexts (Tanzania and
Indonesia). These cities were selected because they are among the top cities in their respective
countries, portraying significant cultural heritage. This approach ensured that the findings were
rooted in concrete examples, providing valuable insights that contribute to a broader
understanding of cultural heritage promotion in Tanzania and Indonesia. While the choice of
only two cities might have imposed generalizability, the inquiries (questions during data
collection) broadly addressed (targeted) what is happening in the respective countries, making
the data valid and relevant.

The methodology used in this study proved suitable for conducting an in-depth
exploration, capturing the genuine essence of cultural heritage, interpreting profound insights,
and facilitating a comparative analysis between the two countries. The study utilized both
primary and secondary data with open ended questions (see appendices A, B, C and D), leading
both data collection methods, and together with the assistance of a personal interpreter and
google translation where needed for languages different from English (Swahili in Tanzania and
Bahasa Indonesia in Indonesia). Primary data involved email and direct interviews with
Tanzanian and Indonesian cultural experts, respecting participants’ constraints and preferences.
Seven groups (two people for each group), including policy makers, community
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representatives, tour operators, tour guides, artists, artisans, and academic researchers, were
interviewed to ensure diverse perspectives. A total of 14 individuals were interviewed from
each case making 28 individuals for both of the cases.

Secondary data included reports and publications related to tourism policies and plans
from Tanzania and Indonesia. The combination of primary and secondary data enhanced the
depth and credibility of the study, allowing for a comprehensive thematic analysis. Thematic
analysis, particularly deductive, was chosen to organize and interpret the data, focusing on
predefined themes aligned with the research questions (Blum et al., 2020; Braun and Clarke,
2006; Flick, 2004) which was conducted and presented in an excel sheet.

This method facilitated a deeper exploration of cultural heritage promotion in tourism
across the two countries, providing valuable insights for future strategies. Together with that,
strong structuration theory was incorporated simultaneously with thematic analysis from the
early stages of data collection, analysis, interpretation and finally arriving to a conclusion, with
the agent in focus in Tanzania being the Ministry of Natural Resources and Tourism (MNRT),
and in Indonesia being the Ministry of Tourism and Creative Economy. Consequently, the
agents in context in both of the cases were the local community representatives, tour operators,
tour guides, artists, artisans and academic researchers.

4. Research Findings and Discussion
4.1. Specific Strategies for Promotion Cultural Heritage and Effectiveness of the Strategies

This study revealed that, both countries (Tanzania and Indonesia) employ community
involvement, government financial support, infrastructure development, and the use of cultural
events and tourist area mapping as similar strategies in place although in different levels.
However, Tanzania's marketing strategy, which includes cultural heritage alongside other
tourism products like wildlife, differs from Indonesia's more targeted marketing approach to
cultural heritage. Tanzania's approach is more generalized, encompassing all tourism products
country wise, while Indonesia's is more specific to every tourism product including cultural
heritage, and strategies are unique to every city destination of the country.

Moreover, while both countries prioritize funding for their cultural sectors, Tanzania's
lower budget allocation contrasts with the pivotal role government support plays in cultural
tourism. This also shows a difference from the literature whereby other countries like Italy and
Spain puts decent funding to cultural heritage. Tanzania also employs regulations for cultural
tourism management, while Indonesia integrates cultural education into its school curriculum.
The effectiveness of these strategies, particularly in increasing visitor numbers, employment
opportunities, and heritage preservation, was noted in both countries, but there was a gap in the
findings and literature linking specific strategies with their individual effectiveness, suggesting

a need for further research to comprehensively evaluate this matter. It was commented:
As artisans, we can attest to the vibrant role local communities play in preserving Indonesia’s rich cultural
heritage. In Yogyakarta, where | practice my craft, the local community is deeply engaged in upholding
Javanese traditions, including our intricate dances, melodious music, and exquisite crafts (Artisans, 1D,
2024).

Also commented:
Effective participation and engagement of local people can be influenced by ensuring that the National
Cultural Tourism Guideline is implemented and Tourism Regulations are updated to meet desired state to
community engagement in promoting cultural tourism (Academic Researcherl, TZ, 2024).

4.2. Key Challenges and Opportunities for Promoting Cultural Heritage, and Addressing the
Challenges

Consequently, the study revealed several key challenges faced by Tanzania and Indonesia
in promoting their cultural heritage as tourism products, together with relating with the existing
literature. The findings showed that Tanzania struggles with inadequate financing for cultural
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initiatives, a shortage of cultural heritage experts, challenges in infrastructure development,
hindering accessibility to cultural sites, cons brought by technology and insufficient support
from local communities. Indonesia faces challenges in maintaining cultural authenticity amidst
globalization, raising awareness among locals about heritage preservation, limited
infrastructure, competition from neighboring countries, environmental threats, such as
pollution and natural calamities, and dealing with irresponsible tourism practices that harm
cultural and environmental integrity. These challenges also relate with the theoretical literature
of this study, Stone's strong structuration theory, particularly the concept of external structures
as independent forces that limit the freedom of agents (the ministries responsible and other
tourism stakeholders) to perform actions (which are the strategies for this study’s case). Some

respondents commented:
There is a noticeable lack of investment and advertisement in Tanzania's cultural attractions. Entities
responsible for promoting tourism, such as the Tanzania Tourist Board (TTB) and the Ministry of Natural
Resources and Tourism, primarily focus on advertising wildlife tourism (Academic Researcherl, TZ,
2024).

Also, others commented:
The globalization and cultural connectivity have led to a strong influence of foreign cultures, such as K-
POP and Western culture, which diminishes the appreciation for Indonesia’s local culture. This impacts the
preservation of cultural identity. Additionally, comparisons between local tourism destinations and
international ones creates the impression that Indonesia lacks unique attractions, affecting its appeal to
tourists (Academic Researchers, ID, 2024).

Despite these challenges, the study revealed several opportunities for both countries to
leverage such as Tanzania's cultural diversity, with over 120 ethnic groups, which provides a
rich tapestry of traditions appealing to tourists seeking authentic experiences. This is also
shown in the literature recognizing Tanzania's potential for culture-based tourism (Salazar,
2012). The abundance of cultural sites in Tanzania, including archaeological sites and historical
monuments as other opportunities that Tanzania holds, resonates with literature emphasizing
the country's rich cultural heritage resources (Mabulla, 1996). Tanzania's strategic
geographical position in East Africa and its political stability making it an ideal destination as
another opportunity, also aligns with the literature's emphasis on the country's potential for
tourism (Salazar, 2012; URT, 2010). Moreover, collaboration with cultural stakeholders,
including local communities and international partners, presents opportunities for promoting
and preserving Tanzania's cultural heritage, as similarly suggested in the literature (Mabulla,
1996). As cited:

Unlike several other countries in Africa, Tanzania has never had a history of internal conflict since
independence. With the exception of the two years long Tanzania Uganda border war from 1978 to 1979,
Tanzania has been identifying herself as the island of peace. Peace is significant in the context of tourism
as people from abroad cannot visit places with political turmoil (Ministry of Natural Resources and
Tourism, TZ, 2024).

Comparably, Indonesia offers a wealth of cultural diversity, with over 300 ethnic groups
contributing unique traditions, which as well aligns with literature emphasizing the importance
of cultural diversity in attracting tourists (Estevao et al., 2009). Indonesia's strong inclination
towards domestic tourism, as another opportunity, facilitates the preservation and promotion
of its cultural heritage, is also in line with literature discussing the positive relationship between
competitiveness and innovation in the country's tourism sector (Estevao et al., 2009).
Furthermore, Indonesia’s adept use of technology, including social media and online platforms,
offers opportunities for promoting its cultural heritage globally, is as well discussed in the
literature (Lee & Lee, 2015; Surugui & Surugui, 2015). Moreover, another opportunity for
Indonesia lies on its leadership role in the ASEAN Tourism Resource Management and
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Development Network (ATRM) which allows the country to promote its cultural heritage,
reflecting its internal disposition towards regional cooperation and heritage preservation
(ASEAN Secretariat, 2016). And finally, world's growing interest in cultural experiences
provides opportunities for both countries. As commented:

One of the greatest opportunities for our country lies in its rich cultural heritage. This heritage encompasses
a wide range of aspects, including historical sites, traditional art forms, culinary traditions, and indigenous
knowledge systems. Examples of this heritage include iconic landmarks such as Borobudur Temple in
Java, traditional dances like the Balinese Legong dance, traditional cuisines such as Padang food from
West Sumatra, and traditional healing practices like Jamu herbal medicine. These elements of our heritage
not only attract tourists but also serve as a source of pride and identity for our nation (Tour Operators, 1D,
2024).

The study also revealed strategies in place for addressing cultural heritage promotion
challenges by the countries which include infrastructure investment, sustainable tourism
practices, public-private partnerships, and education and training programs in Tanzania. These
strategies also align with the literature on Tanzania's efforts to upgrade infrastructure and
promote sustainable management of cultural heritage (Tourism Policy, 1999; Tourism Master
Plan, 2002). In Indonesia, strategies include promoting community-based tourism,
collaborating with local stakeholders, implementing regulations to protect cultural sites,
investing in infrastructure, and implementing educational programs. These strategies as well
align with literature emphasizing the importance of community involvement, partnerships,
legal frameworks, and infrastructure in cultural heritage preservation and promotion (Mabulla,
1996; Petrillo et al., 2019). It was cited:

Implementing policies and systems for evaluation (ASEAN Secretariat, 2016), rehabilitation, and ongoing
preservation efforts (APEC, 2012), effective visitor management (developing systems to manage visitor
flow and monitoring visitor behaviours by providing clear guidelines on appropriate conduct at tourism
locations) (Ministry of Tourism of the Republic of Indonesia, 2016), regulations in place to manage the
sale, trade, exhibition, or transfer of historical and archaeological artifacts (SUSTOUR., 2022), and
accurate site interpretation (ASEAN Secretariat, 2016).

4.3. Tanzania Adapting Successful Strategies used by Indonesia to Sell its Cultural Heritage

Finally, the study presented ways which Tanzania can adapt successful strategies used
by Indonesia to promote its cultural heritage as a tourism product while preserving authenticity.
It is revealed that, Tanzania can benefit from analyzing Indonesia's strategies in depth,
understanding the cultural, social, and economic contexts in which they operate. This involves
studying specific strategies and their fit within Indonesia's broader landscape, enabling
Tanzania to adapt strategies to its own context. Also, Tanzania should identify unique cultural
practices, art forms, historical sites, and culinary traditions that resonate with tourists to attract
those interested in experiencing its unique offerings.

Prioritizing effective community involvement and empowerment was also discussed as
crucial, as it ensures a sustainable approach and the continuity of cultural heritage as a living
identity. Tanzania should also invest heavily in education and awareness programs to instill
pride and appreciation for cultural heritage. Collaboration among government agencies, local
communities, and the private sector appeared to also be essential to develop sustainable tourism
strategies that protect cultural heritage sites, preserve traditional practices, and create economic
opportunities.

Moreover, it was presented that, learning from Indonesia, Tanzania should promote a
diverse range of tourism products equally to attract tourists with different interests, differentiate
itself from competitors, and appeal to a broader audience. Understanding and appreciating
cultural heritage as dynamic rather than static was also discussed as it will allow Tanzania to
develop strategies that adapt and innovate cultural offerings, remaining relevant and attractive
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to tourists. Likewise, efficiently leveraging of technology for promotion was discussed being
crucial, as it will allow Tanzania to reach a wider audience and generate interest in its cultural
heritage tourism.

In simple terms, stressing on the most important findings of this study which are
strategies, opportunities and challenges in promoting cultural heritage of the respective
countries, the findings reveal that both countries operate within environmental and structural
frameworks, both external and internal, that shape their actions in promoting cultural heritage.
These efforts are overseen by ministries (agents in focus) responsible for creating and
managing strategies for the culture and heritage industry, which collaborate with other
stakeholders (agents in context) in the tourism sector.

Both countries face challenges but also possess unique opportunities to enhance their
cultural heritage promotion strategies. However, a key difference lies in their implementation
approaches. Indonesia adopts a proactive stance, emphasizing a community-based approach
that sustains culture and heritage, promotes industry best practices, and ensures preservation.
In contrast, Tanzania relies more on institutional strategies, adhering to established guidelines
on a national level, with limited implementation efforts.

Figure 4.1. SST Summary Illustration of the Results-Tanzania
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Figure 4.2. SST Summary Illustration of the Results-Indonesia
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5. Conclus:_ion and Recommendations
5.1. Conclusion

This study's findings indicate that both Tanzania and Indonesia operate within environmental
and structural frameworks, both external and internal, that shape their actions (agency) in
promoting cultural heritage. This occurs under the auspices of ministries responsible for
creating and overseeing strategies for the culture and heritage industry, which do not function
in isolation but in collaboration with other stakeholders in the tourism sector. Both countries
face challenges, yet they also possess distinct opportunities to enhance their cultural heritage
promotion strategies. However, the key disparity lies in their implementation approaches.

Indonesia demonstrates a proactive stance in implementing strategies, emphasizing a
community-based approach that sustains culture and heritage, thereby promoting industry best
practices and ensuring preservation. In contrast, Tanzania's strategies are predominantly
institutional, relying on established guidelines with limited implementation efforts.

For Tanzania to adapt successful strategies from Indonesia, the findings suggest
conducting a comprehensive analysis of Indonesia's strategies within the cultural, social, and
economic contexts. Tanzania should identify parallels in its own cultural heritage for
promotion, prioritize community involvement, invest significantly in education and awareness
programs, foster effective collaboration among stakeholders, and embrace a dynamic view of
cultural heritage. Leveraging technology is also deemed crucial, although it necessitates skilled
personnel.

Furthermore, from a broader perspective gained through this study's exploration, it is
revealed that, the discourse on Tanzania's promotion of its cultural heritage as a crucial element
of its tourism products is predominantly theoretical and institutional. Despite the formulation
of numerous strategies and plans, the implementation aspect appears lacking in substance and
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efficacy. The outcomes fail to provide concrete evidence of the impact of these plans and
strategies on cultural heritage and tourism in Tanzania. One glaring example is Tanzania's
continued reliance on a tourism policy dating back to 1999, and 2002 strategic master plan,
indicating a stagnation in strategies and policy evolution and implementation. Additionally, the
overwhelming emphasis on wildlife tourism as the focal point of Tanzania's tourism offerings,
relegating other forms of tourism to the background, suggests a lack of prioritization and
effective implementation of cultural heritage promotion efforts and other kinds of tourism.

The perspectives of various stakeholders highlight a consistent theme of unrealized
potential and unfulfilled promises in Tanzania's cultural heritage promotion efforts despite of
there being numerous opportunities available. The findings denote that to a larger extent,
Tanzania is far behind from transforming its theoretical plans and strategies into tangible
actions that effectively promote its cultural heritage within the tourism sector. This requires a
shift in focus towards the practical aspects of implementation, including monitoring,
controlling, and evaluating the effectiveness of these efforts. Only through a concerted effort
to address these implementation challenges, can Tanzania truly harness the full potential of its
cultural heritage as a valuable asset in its tourism industry.

Moreover, there is a palpable disconnection between the richness of the country's cultural
heritage and its contemporary societal fabric in Tanzania. Despite boasting a diverse tapestry
of traditions, languages, and customs, much of Tanzania seems to operate as an empty vessel,
devoid of the vibrant essence of its cultural roots. This disconnects manifests in various ways,
from the neglect of traditional practices, cultures, heritage and languages in favour of more
dominant cultural influences to the marginalization of indigenous knowledge systems and
rituals. Tanzanians, particularly the younger generations, often find themselves navigating a
cultural landscape that feels foreign and disconnected from their own heritage. It's as if
Tanzania is promoting its cultural heritage in an empty vase, where the vessel is there, but the
substance and essence that should fill it with life and meaning are sorely lacking. As a result,
Tanzania's rich cultural tapestry risks fading into obscurity, overshadowed by modernity and
external influences, unless deliberate efforts are made to revive, celebrate, and integrate these
cultural elements into everyday life. As the saying goes, "out of sight, out of mind," and
"charity begins at home,"” it is evident that promoting something that is not appreciated and
acknowledged by its own people is challenging. It is crucial for any promotion to start with
strong support and recognition from the people owning the culture itself.

On the other hand, cultural heritage is deeply ingrained in the fabric of Indonesian life,
where the act of living embodies and sustains their rich traditions. The essence of Indonesian
culture is not merely displayed but lived, a testament to their profound connection and
commitment to preserving their heritage. This dedication serves as a bridge between the past,
present, and future, binding generations together through a shared love and appreciation for
their cultural identity.

Indonesians are fervent champions of their own culture, demonstrating an unwavering
passion and pride in their heritage. This fervour is evident in the vibrant and diverse cultural
celebrations that take place throughout the country, as well as a high rate of domestic tourism
visiting cultural sites, drawing participants from all walks of life, including families, friends,
and students to mention a few. These festivities and travel behaviours not only showcase the
depth and breadth of Indonesian culture but also underscore its significance in the daily lives
of its people.

At the heart of Indonesia's cultural promotion efforts are its people, who play a central
role in preserving and promoting their heritage. The strategies for promoting cultural heritage
in Indonesia are rooted in the grassroots, with the Indonesian people themselves driving
initiatives and activities that celebrate their culture. This bottom-up approach ensures that
cultural promotion is not only effective but also sustainable, as it is deeply rooted in the daily
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lives of the population. One of the remarkable aspects of Indonesia's cultural promotion is its
ability to make its heritage appealing to younger generations. Through innovative approaches
and engagement strategies, Indonesia has successfully romanticized its culture, making it
relevant and attractive to the youth. This ensures the continuity and vibrancy of Indonesian
culture, safeguarding it for future generations. Furthermore, the strategies formulated ensures
that the promotion is authentic, sustainable, and reflective of the diverse traditions and practices
across the archipelago.

Consequently, Indonesia places a strong emphasis on the implementation of its cultural
heritage plans, policies, and strategies. Regular monitoring and evaluation are conducted to
assess the effectiveness of these initiatives and to make adjustments as necessary. This ensures
that resources are used efficiently and that the goals of cultural heritage promotion are being
met. Which at the end results to the industry’s best practices.

5.2. Recommendations

Tanzania possesses a rich cultural heritage that can be effectively promoted through
several key strategies. Firstly, it is essential for Tanzania to develop a deep understanding of
its culture and heritage. By encouraging Tanzanians to learn about their own cultural
background, there will be a greater capacity to teach and share this knowledge with others. This
approach can generate enthusiasm and appreciation for Tanzania's cultural heritage, attracting
more attention and support.

Storytelling is another powerful method for preserving and promoting oral traditions,
heritage, and culture. By sharing stories that uphold values such as redistribution, reciprocity,
and mutual responsibility, Tanzania can ensure that its culture remains vibrant and relevant.
Additionally, viewing culture and heritage as dynamic entities that can adapt and evolve while
retaining their essence is crucial. This perspective will not only safeguard Tanzania's heritage
but also showcase it to others, ensuring its continued significance.

Also, various professionals play critical roles in conserving and displaying cultures and
heritage. These include archaeologists, archivists, art historians, conservators, librarians,
museum curators, and tourism specialists. Tanzania should prioritize supporting and
encouraging individuals in these fields and professions as much as it does to other science
professions like engineering and medicine. Moreover, consulting professionals in marketing,
media, and tourism, as well as those familiar with current technological trends, can enhance
the promotion of cultural heritage.

Adaptation to change is also vital, as cultures and heritage undergo transformations over
time. While adaptation can be a form of preservation, fundamental values, traditions, and
heritage should remain intact. It is essential to strike a balance between conserving meaningful
aspects of cultural heritage and adjusting to the changing world.

Building upon the aforementioned points and focusing on specific recommendations, it
is further advised that Tanzania undertake the following actions:

» Revise and update tourism policies to reflect current trends and priorities, with a

focus on promoting cultural heritage beyond wildlife tourism.

» Invest in infrastructure that supports cultural tourism, such as improving road

networks to cultural sites and developing visitor centres.

» Engage local communities in the preservation and promotion of their cultural

heritage through training programs and economic incentives.

» Implement educational programs to raise awareness about the importance of cultural
heritage and the benefits of cultural tourism.

Collaborate with international organizations, NGOs, and other stakeholders to
promote Tanzania's cultural heritage on a global scale.

Y
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> Establish a system for monitoring and evaluating the effectiveness of cultural
heritage promotion efforts.

> View cultural heritage as dynamic, allowing for evolution while remaining relevant
in a globalized world.

» Use technology to promote cultural heritage and reach a wider audience, ensuring
those responsible for promotion possess the necessary skills.

» Advocate for legal protections for cultural heritage, such as copyright or intellectual
property laws.

6. Limitations and Implications
6.1. Limitations

In terms of limitations, the study focused solely on two major cities that represent the
majority of the two respective countries. Also, conducting this multiple case study was both
time-consuming and resource-intensive, which required significant financial resources and
coordination. Additionally, the researcher was concerned about the potential influence of her
personal background and individual perspectives on the interpretation of the findings, which
could introduce bias and subjectivity. Language was also identified as a limitation.

To address these limitations, the study employed a thorough comparative analysis and
triangulation to derive transferable lessons and principles that represent the broader context of
the countries. Moreover, the two cities served as benchmarks for comparison. Existing data,
such as reports, was utilized, and digital technologies were leveraged for remote data
collection, including email and phone calls. Also, the research plan-maintained flexibility,
allowing for adaptation to evolving circumstances. The researcher as well engaged in self-
reflection to recognize and critically examine personal biases, sought feedback from
colleagues, ensured transparency in decision-making, and employed Google Translate and
personal interpreters where applicable during data collection.

Along with those research design limitations, this study also faced other limitations such
as difficult in data collection due to bureaucracy in some places where data was collected which
resulted in additional time, energy, and financial costs for the researcher. However, having
connections (individuals known to the researcher) in these data collection sites proved
beneficial and facilitated the process.

Consequently, these limitations also present opportunities for future research, including:
(a) expanding to other cities or regions within Tanzania and Indonesia to provide a more
comprehensive understanding, (b) implementing longitudinal studies to provide insights into
the dynamics of cultural heritage promotion in Tanzania, the impact of external factors on
cultural heritage promotion practices, and the effectiveness of strategies at preserving and
promoting cultural heritage. This can be done by collecting data from the same individuals or
groups over an extended period to understand changes in their experiences, perceptions, or
behaviors related to cultural heritage promotion in Tanzania and Indonesia.

Other future opportunities include; (c) exploring alternative methodologies to make
research more efficient and employing a mixture of qualitative and quantitative methods to
deepen insights and mitigate bias, (d) collaborating with diverse researchers from other
disciplines, such as anthropology, sociology, and economics, to gain a comprehensive
understanding of the socio-cultural and economic factors influencing cultural heritage
promotion, and, (e) focusing on policy implications to inform decision-making.

6.2. Implications

This study makes significant contributions in policy, practice, and literature. In policy, it
emphasizes the need for Tanzania to revise its tourism policies, moving beyond wildlife
tourism to include cultural experiences. It highlights the importance of community
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involvement, infrastructure enhancement, and educational programs in shaping effective
policies for cultural heritage promotion. The findings are valuable for practitioners in cultural
tourism, providing insights for improved practices. The study also commends Indonesia for its
efforts in promoting cultural heritage. In literature, it contributes by offering a detailed
comparative analysis of cultural promotion strategies between Tanzania and Indonesia,
enriching understanding and identifying areas for improvement. Overall, this study offers
practical strategies and theoretical insights that can guide policymakers, practitioners, and
researchers in developing more effective cultural heritage promotion strategies in Tanzania and
beyond.
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Appendix A. Email Interview for Tanzania
Dear Participant,

I hope this email finds you well. My name is Maryness Patrick (With student’s
registration number 222222116) pursuing my Master Degree of Management in International
Tourism at Sanata Dharma University in Yogyakarta, Indonesia. I am conducting a research
study titled "A study on promoting Tanzania's cultural heritage through the lens of Indonesia:
A cross-cultural comparison." The purpose of this comparative case study is to explore and
present a comprehensive approach for Tanzania to promote its cultural heritage as a valuable
aspect of tourism. By comparing Tanzania's cultural heritage promotion with that of Indonesia,
which is renowned for its cultural richness and successful selling of culture as a tourism
product, this study seeks to facilitate cross-cultural learning and opportunities for Tanzania in
the areas of culture promotion, preservation and diversification of its tourism offerings.

Your expertise and knowledge in the field of cultural heritage, tourism, or related areas
would be invaluable for this research. I kindly request your participation in an email interview
to gather your insights, opinions, and experiences. Your responses will provide valuable inputs
to the study and contribute to a better understanding of the cultural promotion strategies
employed in Tanzania and Indonesia plus the challenges, opportunities and provide a way
forward for countries like Tanzania to do better in preservation and promotion of its cultural
heritage and finally do better in cultural tourism as it is for wildlife tourism.

To ensure the success of this research, I would like to ask you a few open-ended
questions. Please feel free to provide detailed responses, as this will greatly assist in capturing
the nuances and complexities of the topic. Your permission will be sought to quote your
responses, ensuring the authenticity of the findings. Below are the questions:
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1. Based on your expertise, could you please share specific strategies that Tanzania
has adopted to promote its cultural heritage as a tourism product? How effective
have these strategies been?

2. From your perspective, what are the key challenges and opportunities that Tanzania
faces in promoting its cultural heritage as a tourism product? How do you believe
these challenges have/can be addressed, and how have/can Tanzania leverage the
opportunities available?

3. Inyour opinion, what are the unique cultural aspects and traditions of Tanzania that
have the potential to attract tourists? How have/can these aspects be effectively
promoted to showcase the richness and diversity of Tanzania's cultural heritage?

4. Tanzania is known for its vibrant local communities and their involvement in
preserving cultural traditions. How have/can the active participation and
engagement of local communities’ leverage to promote and sustain Tanzania's
cultural heritage as a tourism product?

5. From your perspective, which type of tourism product is at most being intensively
promoted in Tanzania? And in your opinion, do you think it is important for
Tanzania to actively promote its cultural heritage as a tourism product? If Yes, what
benefits can be derived from such promotion, both for the tourism industry and for
the overall development of the country?

I believe your expertise and experiences will provide valuable insights into these
questions, and your contribution will greatly enhance the findings of this study. Your responses
will be treated with utmost confidentiality and will only be used for academic purposes.

Thank you in advance for considering my request. Your participation will be highly
appreciated, and it will contribute significantly to the understanding of cultural heritage
promotion in Tanzania as a valuable aspect of tourism. Should you have any questions or
require further information, please do not hesitate to reach out to me.

Gratefully Yours,

Maryness Patrick

Student-Sanata Dharma University
WhatsApp No: +62 859-7321-2058
Email: marynesspatrick@gmail.com

Appendix B. Email Interview for Indonesia
Dear Participant,

I hope this email finds you well. My name is Maryness Patrick (With student’s
registration number 222222116) pursuing my Master Degree of Management in International
Tourism at Sanata Dharma University in Yogyakarta, Indonesia. I am conducting a research
study titled "A study on promoting Tanzania's cultural heritage through the lens of Indonesia:
A cross-cultural comparison." The purpose of this comparative case study is to explore and
present a comprehensive approach for Tanzania to promote its cultural heritage as a valuable
aspect of tourism. By comparing Tanzania's cultural heritage promotion with that of Indonesia,
which is renowned for its cultural richness and successful selling of culture as a tourism
product, this study seeks to facilitate cross-cultural learning and opportunities for Tanzania in
the areas of culture promotion, preservation and diversification of its tourism offerings.

Your expertise and knowledge in the field of cultural heritage, tourism, or related areas
would be invaluable for this research. I kindly request your participation in an email interview
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to gather your insights, opinions, and experiences. Your responses will provide valuable inputs
to the study and contribute to a better understanding of the cultural promotion strategies
employed in Tanzania and Indonesia plus the challenges, opportunities and provide a way
forward for countries like Tanzania to do better in preservation and promotion of its cultural
heritage and finally do better in cultural tourism as it is for wildlife tourism.

To ensure the success of this research, I would like to ask you a few open-ended
questions. Please feel free to provide detailed responses, as this will greatly assist in capturing
the nuances and complexities of the topic. Your permission will be sought to quote your
responses, ensuring the authenticity of the findings. Below are the questions:

1. Based on your expertise, could you please share specific strategies that Indonesia
has adopted to promote its cultural heritage as a tourism product? How effective
have these strategies been?

2. From your perspective, what are the key challenges and opportunities that Indonesia
faces in promoting its cultural heritage as a tourism product? How do you believe
these challenges have/can be addressed, and how have/can Indonesia leverage the
opportunities available?

3. Inyour opinion, what are the unique cultural aspects and traditions of Indonesia that
attract tourists? How are these aspects effectively promoted to showcase the
richness and diversity of Indonesia’s cultural heritage?

4. Indonesia is known for its vibrant local communities and their involvement in
preserving cultural traditions. How is the active participation and engagement of
local communities leveraged to promote and sustain Indonesia’s cultural heritage
as a tourism product?

5. Drawing from your experience and knowledge of Indonesia‘s cultural heritage
promotion, what advice or recommendations would you give to other countries like
Tanzania who are struggling to promote their cultural heritage as an important
aspect of their tourism product while still maintaining the authenticity and
uniqueness of the cultural offerings?

I believe your expertise and experiences will provide valuable insights into these
questions, and your contribution will greatly enhance the findings of this study. Your responses
will be treated with utmost confidentiality and will only be used for academic purposes.

Thank you in advance for considering my request. Your participation will be highly
appreciated, and it will contribute significantly to the understanding of cultural heritage
promotion in Tanzania and Indonesia. Should you have any questions or require further
information, please do not hesitate to reach out to me.

Gratefully Yours,

Maryness Patrick

Student-Sanata Dharma University
WhatsApp No: +62 859-7321-2058
Email: marynesspatrick1996(@gmail.com

Appendix C: Interpretation on Appendix A
Correspondence of Appendix A to Strong Structuration Theory focusing on the duality of
structure, external and internal structures, active agency, and outcomes.
Question 1: Based on your expertise, could you please share specific strategies that
Tanzania has adopted to promote its cultural heritage as a tourism product? How
effective have these strategies been?

o Interpretation with Strong Structuration Theory: This question focused on

examining external structures, internal structures, active agency, and outcomes
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through an exploration of Tanzania's strategies to promote cultural heritage. The

aim was to gain insights from the respondents to illuminate the societal and

institutional factors that influence cultural heritage promotion in Tanzania.
Question 2: From your perspective, what are the key challenges and opportunities that
Tanzania faces in promoting its cultural heritage as a tourism product? How do you
believe these challenges have/can be addressed, and how have/can Tanzania leverage the
opportunities available?

o Interpretation with Strong Structuration Theory: This question aimed to explore
the intricate relationship between external structures, internal structures, active
agency, and outcomes in Tanzania's efforts to promote its cultural heritage as a
tourism product. The challenges and opportunities that were examined reflected
the broader institutional, societal, economic, and cultural context in which these
efforts were situated, highlighting the need for a multifaceted approach that
considered the diverse perspectives and interests of the stakeholders involved.

Question 3: In your opinion, what are the unique cultural aspects and traditions of
Tanzania that have the potential to attract tourists? How have/can these aspects be
effectively promoted to showcase the richness and diversity of Tanzania's cultural
heritage?

o Interpretation with Strong Structuration Theory: This question aimed to
highlight the interplay between external structures, internal structures, active
agency, and outcomes in promoting Tanzania's unique cultural aspects and
traditions for tourism.

Question 4: Tanzania is known for its vibrant local communities and their involvement in
preserving cultural traditions. How have/can the active participation and engagement of
local communities’ leverage to promote and sustain Tanzania's cultural heritage as a
tourism product?

o Interpretation with Strong Structuration Theory: This question emphasized
active agency; specifically, how local communities (agents) engage in
preserving cultural traditions and how this engagement influence the promotion
and sustainability of cultural heritage (outcomes).

Question 5: From your perspective, which type of tourism product is at most being
intensively promoted in Tanzania? And in your opinion, do you think it is important for
Tanzania to actively promote its cultural heritage as a tourism product? If yes, what
benefits can be derived from such promotion, both for the tourism industry and for the
overall development of the country?

o Interpretation with Strong Structuration Theory: This question examined the
outcomes of structuration, focusing on what type of tourism product is
predominantly promoted (outcomes) and emphasized the importance of actively
promoting (agency) cultural heritage for both the tourism industry and overall
development (outcomes).

Appendix D: Interpretation on Appendix B

Correspondence of Appendix B to Strong Structuration Theory focusing on the duality of
structure, external and internal structures, active agency, and outcomes

Question 1: Based on your expertise, could you please share specific strategies that
Indonesia has adopted to promote its cultural heritage as a tourism product? How
effective have these strategies been?

o Interpretation with Strong Structuration Theory: This question sought to
uncover the strategies and effectiveness of Indonesia's multifaceted approach to
promoting cultural heritage as a tourism product. It aimed to showcase a
strategic combination of external and internal structures, active agency, and
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resulting outcomes. The respondent's insights were expected to illuminate
societal and institutional factors influencing cultural heritage and tourism in
Indonesia.
Question 2: From your perspective, what are the key challenges and opportunities that
Indonesia faces in promoting its cultural heritage as a tourism product? How do you
believe these challenges have/can be addressed, and how have/can Indonesia leverage the
opportunities available?

o Interpretation with Strong Structuration Theory: The question aimed to explore
the complex interplay between external structures, internal structures, active
agency, and outcomes in Indonesia's efforts to promote its cultural heritage as a
tourism product. The challenges and opportunities which were expected to be
identified aimed to reflect the broader institutional, societal, economic, and
cultural context in which these efforts take place.

Question 3: In your opinion, what are the unique cultural aspects and traditions of
Indonesia that attract tourists? How are these aspects effectively promoted to showcase
the richness and diversity of Indonesia’s cultural heritage?

o Interpretation with Strong Structuration Theory: This question delved into the
complex relationship between external structures, internal structures, active
agency, and outcomes in the promotion of Indonesia's unique cultural aspects
and traditions for tourism. It explored how these aspects are perceived and
promoted within the cultural heritage sector to attract tourists.

Question 4: Indonesia is known for its vibrant local communities and their involvement
in preserving cultural traditions. How is the active participation and engagement of local
communities leveraged to promote and sustain Indonesia’s cultural heritage as a tourism
product?

o Interpretation with Strong Structuration Theory: This question emphasized
active agency, specifically how local communities (agents) engage in preserving
cultural traditions and how this engagement influences the promotion and
sustainability of cultural heritage (outcomes).

Question 5: Drawing from your experience and knowledge of Indonesia's cultural
heritage promotion, what advice or recommendations would you give to other countries
like Tanzania who are struggling to promote their cultural heritage as an important
aspect of their tourism product while still maintaining the authenticity and uniqueness of
the cultural offerings?

o Interpretation with Strong Structuration Theory: The question aimed to elicit
advice or recommendations based on the experience and knowledge of
Indonesia’s cultural heritage promotion. It sought to understand how countries
like Tanzania, struggling to promote their cultural heritage as a vital part of their
tourism product while preserving its authenticity and uniqueness, could benefit
from Indonesia's experience. The question addressed the outcomes of
structuration, focusing on the strategies and actions (agency) that had
contributed to Indonesia’s success in promoting cultural heritage while
maintaining authenticity.
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ABSTRACT

Striking a balance between external stakeholders' interests and local communities' needs is
crucial for responsible tourism development. The vital to sustaining Kasongan tourism village lies in
effective collaboration among various actors, aligning their interests for mutual benefits. This research
examines the collaboration among actors in managing sustainable tourism through the lens of the
Strong Structuration Theory (SST). A qualitative approach involved 39 respondents by utilizing
interviews, focused group discussion, and open-ended questionnaires for data collection. Thematic data
analysis was conducted with the assistance of NVivo version 12 software. The findings indicate strong
collaboration between village leaders and the government in Kasongan tourism village while there is
a weak collaboration between the government and other internal actors (i.e., artisans, households,
business owners, and showroom workers. This implies less involvement of the low-level community
members on the decision making. The findings suggest policymakers should educate the local
community on the importance of collaboration and involving them in decision making. To the local
community members results help to identify the key actors within and outside the community and
collaborate with each other to manage sustainable tourism. For academics, this study extends research
on community involvement of its different actors for sustainable tourism.
Keywords: Actors, Collaboration, Local community, Sustainable tourism.

1. Introduction

The idea of sustainable tourism has been recognized at many international levels, as an
approach that should result in environmental, social-cultural and economic benefits to all types
of tourism. Environmental, social-cultural and economic terms are now applied as the aspects
or dimensions of sustainability, each of which involves specific practices and
considerations. The World Tourism Organization described “sustainable tourism” as tourism
that fully considers its present and future economic, social, and environmental effects while
considering the needs of travellers, the tourism sector, the environment, and host communities
(WTO, 2004). Achieving the sustainability requires different actors from within and outside
the host community who comes with different interests. Sustainable tourism development
requires a careful balancing between the interests of external actors and the needs of the internal
actors (local communities). Various actors must effectively collaborate in order to align these
interests for long-term sustainability and mutual gain.

Taking opportunities in assessing the Kasongan tourism village. Saputra and Rindrasih
(2012), identified that Kasongan has a geographical position advantage to run the tourism
activities. Kasongan tourism village is located in Bantul Regency in Yogyakarta Province.
Tourism in Bantul is relatively famous because it is found in the old town and central heritage
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of Yogyakarta which is recognized as the second tourist attraction destination in Indonesia after
Bali (Pradana et al., 2020). Because of its many colleges and universities that draw students
from all across Indonesia and International students, Yogyakarta is frequently referred to as a
student city. The potential for tourism extends to adjacent to Yogyakarta regencies, including
Sleman, Kulon Progo, Gunungkidul, and Bantul. There are 72 artisan centres in Bantul, and
the local government suggested that five of them serve as destinations for village tourism. Five
village tourism centres are listed by the Bantul Tourism Board (2011): Pundong village,
Kasongan village, Krebet village, Tembi village and the Village of Kebonagung. Kasongan
tourism village was nominated as the most developed tourism village among the five listed
villages. It attracted many people nationwide and internationally from a long time up to the
eruption of pandemic disease (COVID 19). During the COVID-19 and after, the business has
definitely dropped down (Asri, et al., 2022).

The Kasongan tourism village is well-known for its unique attractiveness, which is
derived from its rich artistic and traditional heritage. Kasongan, known as “the village of
Artisans," (Karmilah et al., 2014; Ismail, & Prajanti, 2020). It is distinguished by a large group
of talented artisans who specialise in pottery, wood carving and other traditional arts. The
hands-on experience that Kasongan offers its guests is what makes it unique; it lets them see
the complex processes involved in creating handcrafted items, interact with local producers,
and even take part in workshops where they can make their own products (Gustami et al.,
2014). In Spite of its operation Kasongan tourism destination still sustainable tourism
development is essential for the progression of tourism activities. Diverse actors from within
and outside the operating village tourism destination, such as village leaders, government
authorities, artisans, business owners, and community members, must work together to
navigate this complex landscape and ensure that tourism has positive effects while minimizing
its negative effects.

Since then, the Kasongan tourism village (Desa Wisata Kasongan) has gone through
numerous histories, marked as the most visited village Tourism Attraction since the last five
years (Utama et al., 2023). Whereas sustainability is a vital issue around the world, in tourism
or else, most developing nations have yet to catch up with its concept and instead focused on
the utilisation of social-cultural clays’ product destinations for financial benefits. The
Indonesian tourist town Kasongan (Desa Wisata Kasongan) serves as an excellent example of
the benefits and difficulties involved in coordinating cooperative efforts to manage sustainable
tourism.

Some of the research like Bahar, et al., (2023); Andjanie et al., (2023); and Sutawa,
(2012) conducted in Kasongan and other areas lack cohesive collaboration between the
stakeholders and leaves behind some important actors in sustainable tourism of the tourism
village. Fostering stronger synergies and open communication channels between these diverse
actors, the researcher intended to explore the important actors and the way they collaborate to
manage sustainable tourism in Kasongan tourism village. Drawing upon the lens of the
Strong Structuration Theory (SST) (Stones, 2005). This theory facilitates not only the
exploration of local community collaboration in sustainable tourism, but also actors
contributing to sustainability of their destination.

The researcher expected to examine the collaboration among actors in managing
Sustainable tourism. In order to achieve this goal, the researcher set two specific objectives,
(1) who are the actors in sustainable tourism? (2) how do they collaborate in managing their
tourism destination?
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2. Literature Review
2.1.Strong Structuration theory (SST)

In this exploration of sustainable tourism research, the researcher intended to employ the
strong structuration theory (Sumarwan, 2022) in order to aid the interaction of different factors
and showing the way in which local communities become integral participants, shaping and
being shaped by the dynamics of sustainable tourism practices. The theory contributes the
interactive concepts between structures and active agency (the local community) to produce
the outcome of collaboration. The theory includes the quadripartite nature of structuration
which are (1) external structure, (2) internal structure, (3) active agents’ practices and (4)
outcomes. All the quadripartite nature of structuration were applied as stated below.

According to Jack (2017), strong structuration is a development of Giddnes’ structuration
theory. The Structuration theory was much based on the duality of structure, that means it is
concerned with social processes and events at a particular work. Simply, structuration theory
has a bigger sense of being situated in the originality of ontology. Giddens began working on
structuration theory in 1976, and his book The Constitution of Society (1984) provides the
fullest statement of the idea at that time. Fundamentally, structuration theory explains the
relationship between structure and agency in the evolution of social behaviour. Societies take
the shape they have because of the ontology-in-situ (back-and-forth) between social structures
and human actions.

By using the ideas of structure and agency and making them compatible with empirical
research, Rob Stones (2005) developed Giddens' structuration theory. Stones proposes a
quadripartite (four parts) cycle of structuration using Strong Structuration Theory (SST), which
consists of action, outcomes, internal structures, and outward structures (Stones, 2005).

AGENTS
O

I—I Agent’s in-context =~ Agent’s in-focusu
EXTERNAL INTERNAL ACTIVE AGENCY/ OUTCOMES
STRUCTURES STRUCTURES | AGENT’S PRACTICES

General disposition

Government Policy habitus Local Sllstillnal)ll-lt_\'
Regulations Community’s outcomes in
Economic system o Sustainable (a) Environmental
Global tourism industry (b) Social and

o . | Tourism activities
Conjuncturally specific o (¢) Economic

knowledge of external

structures

Figure 1: Quadripartite model of structuration
Source: Adapted from Stones, (2005); Sumarwan, (2022); and Kennedy, et. al., (2021).
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The researcher decides to use the strong structuration theory to apply it in tourism and
hospitality industry because most of the previous papers shows that the theory was applied in
the sociology and accounting industry like Sumarwan, 2022; Hughes, et, al., 2022; Jack, 2017,
Feeney & Pierce, (2016); Coad, et, al., 2015; Jack & Kholeif, 2007. Therefore, the researcher
intends to use strong structuration theory (SST) in order to investigate the applicability of the
quadripartite (the four components of the theory) in the tourism and hospitality industry.

In applying the strong structuration theory (SST) to local community collaboration in
sustainable tourism, it is important to understand how these four elements interact and
influence each other. Community members’ actions are shaped by both external and internal
structures, and the outcomes of these actions can, in turn, feed back into these structures,
potentially reinforcing or challenging existing norms and practices.

External structures are conditions for action. They refer to the physical and economic
context within which action is contemplated and enacted. Internal structures, also referred to
as the "terrain of action," are social contexts such as laws, policies, rules, and directions. The
situated agent's knowledge of the fundamentally interconnected components of structures is
referred to as internal structures (Stones, 2005, p. 87). The term "active agency" describes how
agents use their internal structures and adapt their understanding and awareness to the
circumstances in which they find themselves. It captures the observable behaviour in which an
agent decides to act in a way that opposes his outward structures, driven by his internal
structures (Stones, 2005, p. 100).

Outcomes are the result of active agency. This condenses the effect of action and
interaction. The outcomes resulting from the agency’s action can either be positive or negative
depending on the application of the knowledge and understanding to the situation they are
acting upon.In the context of sustainable tourism, the researcher is expecting to apply the theory
for examining structures as the external forces and systems that influence local communities.
This includes government policies, regulations, economic systems, and the global tourism
industry.

On the other hand, the internal forces (structures) rules can be the legal and ethical
guidelines for environmental conservation and community participation within the community.
General Dispositions or Habitus stands as tourism village habits or internal dispositions within
the organisations, such as a commitment to insist on environmentally friendly activities or
promoting sustainable tourism practices. It also includes resources such as funding, knowledge,
and support available to the local community. These structures provide the framework within
which local communities operate. The Conjunctural Specific Knowledge of External Structure
aims to focus the specialised understanding within a tourism destination (like a village) and
tourism organisations about external factors. This includes knowledge about government
policies, regulations, the global tourism industry, and economic trends. That means the concept
is discussing specialised knowledge within a tourism destination and organisations. It focuses
on understanding external structures like government policies, regulations, g