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Preface

The 3rd American University in the Emirates International Research Conference
(AUEIRC’20) under the theme “Transition to Knowledge Economy: Challenges, Smart
Opportunities and Innovation” brought together academics, researchers, and practitioners
under one platform with the aim of sharing ideas and expertise in the most pressing chal-
lenges that the world has witnessed. Under the Patronage of H. H. Sheikh Hamdan Bin
Rashid Al Maktoum, Deputy Ruler of Dubai and Minister of Finance, United Arab Emirates
(UAE), the 3rd AUEIRC 2020, was held between August 8th and 11th 2020. The pro-
ceedings will be published in the Transition to Knowledge Economy: Challenges, Smart
Opportunities, and Innovation book series of Springer.

As the first research conference to be conducted virtually in the Middle East, covering
vital sectors of the economy and the impact of COVID-19, this conference was a testimony
that digital transformation indeed leads to the continuity of exchange of knowledge. It war-
ranted a vision, where the academics, practitioners, and policymakers from the region and
across the globe engaged in a dialogue to discuss some of the most pressing issues in knowl-
edge economy and the pandemic that has gripped the world, while focusing on the applica-
tion side of the research rather than just the theoretical ones.

The scope of the conference included eight main themes, namely; COVID-19 Challenges,
Entrepreneurship, Computer and Advanced Technology, Education Industry, Security and
Global Studies, Law, Integrated Media, and Design Industry. The 3rd AUEIRC 2020 wit-
nessed research paper presentations from 101 presenters in 18 different sessions under these
eight tracks. The conference boasted of imminent speakers from the industry and academia
covering pertinent issues and offering plausible solutions. It had seven keynote sessions, six
interactive workshops, talks from 20 experts from the industry and participation from over 25
Countries during the 4-day conference. Each speaker brought with them a wealth of knowl-
edge and concluded with a range of questions and discussions from the audience and the pan-
els. Worthy speakers included; H. E. Mr. Mirza Al Sayegh, Director, Office of H. H. Sheikh
Hamden Bin Rashid Al Maktoum (United Arab Emirates), Major Gen. Dr. Ahmed Nasser Al
Raisi, General Inspector of the Ministry of Interior (United Arab Emirates), Prof. Suzanne
Trager Ortega, President of the Council of Graduate Schools (United States of America),
H. E. Dr. Dena Assaf, United Nations Resident Coordinator for UAE and H. E. Jamal Al
Jarwan, Secretary General—UAE International Investors Council (United Arab Emirates).

The International Scientific Committee comprised of over 40 international experts in vari-
ous fields as per the themes of the conference. The panels were divided based on tracks and
all papers were presented in 18 thematic sessions. In an aim to bridge the gap between theory
and practice, each session was organized to have an academic and an industry representative
as a chair and/or co-chair. This enhanced the feedback and reflected discussions from a well-
rounded perspective. Sessions were designed to start with the paper presentations and then
the floor was opened for a healthy exchange of feedback. A double-blind peer review process
enabled 50 full papers to be accepted for publication (in five edited volumes) by Springer.

This volume focuses on integration of informatics for modern business strategy; illus-
trates how ICT is addressing contemporary business challenges; and incorporates a wealth of
research on State-of-the-art ICT for economics, business and society.
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Preface

On behalf of the AUEIRC’20 Steering Committee, we would like to thank all the ref-
erees, track chairs, and paper authors. Special thanks to Prof. Muthanna G. Abdul Razzaq,
President, and CEO American University in the Emirates (AUE) and AUEIRC’20 General
Chair who contributed all resources at his disposal to ensure the conference meets the stand-
ard of excellence. We would also like to thank Major Gen. Dr. Ahmed Nasser Al Raisi,
General Inspector of the Ministry of Interio—United Arab Emirates and Chairman Board
of Trustees (AUE) for his valuable support. Special gratitude to members of the conference
steering committee for their hard work, dedication, and continuous support throughout the
preparation and implementation of this virtual conference. Moreover, we are grateful to the
event management, information technology department, auxiliary services, media, protocol
teams as well as faculty and staff members from different committees for their support in
organizing the conference and ensuring its success.

Dubai, United Arab Emirates Prof. Asma Salman
asma.salman @aue.ae

Prof. Assem Tharwat
assem.tharwat@aue.ae



About This Book

In light of continuous and fast-paced developments in technology and advertising and a
rapidly changing world, it has become easy for any longstanding business, that is not able
to adapt, to fall behind. The proliferation of smart, or ‘intelligent’, technologies into both
physical and online businesses and throughout our economies, known as ‘Smart Design’, has
majorly affected every sector. Security cameras, smart home assistants, thermometers, QR
codes, digital personal assistants and robots, smart tech, Internet of Things (IoT) sensors, and
finally, smart devices have all disrupted businesses.

However, this disruption and the current challenges and opportunities posed by market
globalization have given new power to the theme of “innovation” and business value gen-
eration across industries. And because this innovation cannot rely on technologies and R&D
alone, it must encompass the delivery of a unique value proposition and innovative business
model designs. Nevertheless, its role remains undeniable for technological development in
fostering developmental growth.

That said, the literature defines the notion of “Smart Design™ as one that relates to a
design process or artifact, yet one for complex challenges nonetheless. It is a data-based
approach that operationalizes the S.M.A.R.T.—specific, measurable, actionable, realistic and
time-based—principles to bring a user’s experience to its ultimate limits whether through
innovative business models or through technological insights and the adaptation of intelligent
systems that humanize products, services, and experiences.

In this title, a comprehensive interpretation of different aspects of business encoun-
tered in several parts of the world is presented and it includes—but is not limited to—
human resources management, marketing, and finance. This volume reports the results of
Globalization and Internationalization, which have been gaining momentum over the last few
years leading to a number of challenges and uncertainties for enterprises on an international
scale. The impacts on these multinational enterprises are considered and theories and solu-
tions are then presented around managerial leadership skills, people management, and more.
Secondly, it highlights “Contemporary Challenges in Business” covering leadership com-
petencies, strategy implementation and applications of Technologies in the military, health-
care and smart environments such as IoT, Blockchain and more.

Finally, this book also includes the significance of economics and society by pinpointing
the disconnection between economic growth and social welfare. It also continues to offer a
comprehensive overview of social business innovation as a way to address past and existing
challenges, one of which is the COVID-19 crisis which has completely disrupted socio-eco-
nomic factors of the world.
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Application of a Fuzzy Delphi
Method in Marketing: A Review

Nikolina Ljepava® and Aleksandar Aleksic®

Abstract

The Delphi method has been widely utilized in a num-
ber of scientific domains to aid forecasting and decision-
making. Created by Dalkey and Helmer (Manag Sci
9:458-467, 1963), the method was developed to forecast
future scenarios based on the consensus of expert opinions
collected through several iterations of structured question-
naires. Although the approach was adopted in various dis-
ciplines, several shortcomings of the method, such as lack
of consistent standards for result interpretation, limited
generalization, the long-time needed for implementation,
and susceptibility to the subjective interpretation of the
qualitative results, have been identified over time. The pur-
pose of the study is to review the available scientific lit-
erature on the application of a Fuzzy Delphi method in the
marketing domain, in order to measure the interest in the
method, identify the studies that have utilized the fuzzy
Delphi method for marketing related topics, and determine
the areas of marketing where the method has been applied
so far. Fuzzy Delphi method has found the most extensive
application in operation management, decision sciences,
and business intelligence and has not been widely adopted
as a method of choice in marketing studies.

Keywords

Delphi method - Fuzzy data - Forecasting (marketing
process)
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1 Introduction

In the conditions of fast and continuous changes that take
place in the environment, achievement of the most criti-
cal strategic and operational goals highly depend on accu-
rate and timely decision making. This applies to all areas
of business operations, including marketing operations. For
marketing strategic and operational plans to be successful,
enable the organization to preserve the market position and
increase competitiveness, marketing managers have to make
the right decision at the right time based on the reliable and
valid market information. To provide input for marketing
decision-making and development of strategic and opera-
tional plans, various methods and techniques in marketing
research and analytics are used. These methods are typi-
cally qualitative or quantitative, and in quantitative meth-
ods, we strongly rely on statistical tools and techniques.
However, although successful forecasting in the various
areas should be one of the essential tasks of the marketing
managers, decision-making and forecasting tools are not
often applied in the marketing decision making. Moreover,
even in cases where forecasting tools are used, the tech-
niques traditionally applied in marketing typically do not
account for the uncertainty in marketing decision-making.
Obtaining useful demand forecasts can help decision-
makers to determine production size, production costs as
well as to assess and calculate market prices. Similarly,
forecasting market and consumer trends can contribute
to the development of successful marketing strategies.
Effective predictive analytics can help decision-makers
estimate various relevant market indices based on the his-
torical data and/or expert opinion: market demand, mar-
ket potential, production size, production costs market
prices. A group of managers from different departments
can bring various perspectives, knowledge, judgment, and
intuition to the planning process (Minkes 1987). This is
especially relevant when ideas related to new products,
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processes, services, technologies, and markets are elabo-
rated (Selakovi¢ et al. 2018).

Based on the literature, forecasting methods can be
divided into two groups: (1) qualitative forecasting meth-
ods and (2) quantitative forecasting methods. By using
the qualitative forecasting methods, the projected demand
values are based on decision-makers’ (D.M.s) estimates.
Decision-makers base their assessments mainly on their
expertise—knowledge, and previous experience. Therefore,
it can be said that the predicted values of demands which
are provided by using qualitative methods are highly bur-
dened by the subjective opinions and attitudes of decision-
makers. This subjectivity, as in any qualitative research, can
be denoted as one of the main shortcomings and limitations
of the qualitative forecasting methods. However, in a case
when there is a sufficient amount of accurate historical data
from the records, marketing forecasting can be conducted
using quantitative methods; in this way, more accurate
values of forecasted consumer demand can be obtained.
Increased accuracy and objectivity are some of the primary
advantages of quantitative methods; however, the quality of
output is highly dependent on the reliability and validity of
the historical quantitative data.

At the same time, qualitative forecasting and decision-
making employ a variety of methods and approaches,
including direct contact with customers, analysis of poten-
tial customers, analysis of potential customers, and the
Delphi method (Tadi¢ and Nesti¢ 2019). Delphi method is
one of the most widely used qualitative forecasting tech-
niques in decision making. The Delphi method has been
widely utilized in a number of scientific domains to aid
forecasting and decision-making. Created by Dalkey and
Helmer (1963), the method was developed to forecast
future scenarios based on the consensus of expert opinions
collected through several iterations of structured question-
naires. Later, the application of this technique was repre-
sented in risk assessment of project success (Evangelidis
et al. 2002), social, cultural, and ethical impacts of e-ser-
vices (Asgarkhani 2005), strategic alignment of e-services
with macro policies (Viscusi et al. 2008) and economic
development planning (Meijering et al. 2013). The Delphi
technique is an iterative method that is realized through
steps. The four features of the Delphi technique are usually
unchanged, including anonymity, iteration, controlled feed-
back, and statistical “group response” (Forster and Gracht
2014). Aggregation estimates of D.M.s can be performed in
different ways. The procedure is repeated until consensus
is reached, or the number of given iterations is performed
in advance. Although the approach was adopted in various
disciplines, several shortcomings of the method, such as
lack of consistent standards for result interpretation, lim-
ited generalization, lack of theoretical framework, the long
time needed for implementation, and susceptibility to the

subjective interpretation of the qualitative results have been
identified over time.

To overcome the challenges of the traditional qualitative
Delphi method, Hsu and Yang (1999) suggested a Fuzzy
Delphi method—a modified version of the Delphi method,
based on the combination of fuzzy theory and traditional
decision making. It is believed that D.M.s may express their
estimates significantly better by using words than precise
numbers. However, the developments in mathematics, such
as set theory (Zadeh 1975), has enabled linguistic expres-
sion to be quantified. There is a large body of scientific lit-
erature where D.M.s estimates are further analyzed using
type 1 fuzzy numbers (Zimmermann 2010; Dubois and
Prade 1980). The fundamental characteristic of these fuzzy
numbers is membership functions, which can be of different
forms. In the literature, modeling of estimates of D.M.s was
most often performed by using triangular fuzzy numbers
(TFNs) (Nesti¢ et al. 2019). The handling of these fuzzy
numbers does not require complex mathematical opera-
tions, and at the same time, the accuracy of the obtained
results is satisfactory. Several authors believe that the uncer-
tainty and vagueness of words can be better represented by
using:

(a) Interval type 2 fuzzy numbers (Mendel 2017) which are
characterized by two membership functions, and

(b) The intuitionistic fuzzy sets introducing another degree
of freedom into a set description (membership function,
non-membership function, and intuitionistic index foun-
dation) (Atanassov 1999).

The article provides an overview of the Fuzzy Delphi
method application in marketing in scholarly articles pub-
lished from 2000 until 2019 and indexed in EBSCO,
ProQuest, DOAJ, or Emerald scientific databases. A com-
prehensive database search with the keyword search “fuzzy
Delphi” and “Marketing” confirmed that the Fuzzy Delphi
method is rarely applied in marketing studies. This paper
is organized in the following way: in Sect. 2, the primary
considerations and application of the DELPHI technique
are presented. The fuzzy Delphi techniques are analyzed in
Sect. 3. The comparative analysis of the discussion is pre-
sented in Sect. 4. The conclusion is presented in Sect. 5.

2 Basic Considerations of DELPHI
Technique

The Delphi technique can be defined as a structured pro-
cess for data collection during several successful rounds
conducted with subject matter experts. There are no rules
about the number of experts involved in the decision-
making process and the sampling process. For instance,
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Somerville (2008) suggest that the choice of experts
included in traditional Delphi study is better based on a
combination of individuals with multiple specialties than
on the snowball sampling technique based on the recom-
mendations. The proposed approach is applied by Macnee
and McCabe (2008). Somerville (2008) suggests that in
Delphi, the team should present a mixture of experts with
different specialties, arguing that between five and ten
members are sufficient. Some researchers (Malone et al.
2005) suggested that in Delphi rounds should be con-
ducted with fewer than 10 D.M.; however, at the same time,
some other studies included more than 100 participants
(Meadows et al. 2005).

The obtained result from the traditional Delphi study
can be presented as a group consensus. For data collec-
tion, a set of questions measured on a Likert scale is created
and distributed for expert feedback. After the first round of
data collection, the mean value for each variable of inter-
est is calculated, and in a case where there is no consensus,
experts are provided with another round of questionnaires
until the consensus is reached. Different studies have pro-
posed different approaches for determining consensus in the
Delphi study. Based on Habibi et al. (2015), Kendall's coef-
ficient of concordance can be used to determine the degree
of consensus of expert opinions.

2.1 Combining Delphi Technique and Other

Methods

Many management problems can be solved by the Delphi
technique integration with other methods. Some hybrid
methods proposed in the literature are further briefly ana-
lyzed. Strategic analysis, based on provided data, judg-
ments, intuition, and personal vision of decision-makers, is
analyzed by Li (2005). His study proposed that a web-based
expert system performs a rule-based intelligent reasoning
process for generating outputs or strategic recommenda-
tions. The proposed web-based expert system can be con-
ducted through several stages. The Delphi technique is
then used to select criteria and their sub-criteria in the sec-
ond stage of the proposed model. As it is mentioned, the
demand forecast problem can be solved by using a differ-
ent hybrid method. Hicham et al. (2012) have suggested
the method which integrates Enterprise Resource Planning,
Delphi technique, fuzzy clustering, and Back-propagation
Neural Networks with adaptive learning rate. The proposed
model is developed for demand forecasting in the packag-
ing industry. The Delphi technique is used to identify the
factors that represent the input data in the decision-mak-
ing process. Pre-defined questionnaires were submitted
to the experts, and experts expressed their estimates on a

measurement scale from 1 to 5. The evaluation process is
then repeated until a consensus is reached.

Many companies are aware of the strategic importance
of technology commercialization and have been trying to
develop innovative technology products. Several research
studies have focused on exploring the general market trends
or business factors for successful new product develop-
ment utilizing some variation of the Delphi technique. For
example, Cho and Lee (2013) have considered 25 factors
according to which product development is evaluated, and
the choice of factors, as well as their subfactors, was based
on the Delphi technique. All participants in the decision-
making process have expressed their assessment on a Likert
scale, and the aggregation of decision-makers’ estimates
was determined based on the results of statistical analy-
sis. These researchers considered four factors: marketabil-
ity, business feasibility, technological competitiveness, and
research and development capabilities.

3 The Fuzzy DELPHI Technique

Unlike the traditional Delphi method, the Fuzzy Delphi
method takes into account fuzziness in the selection of
the relevant criteria and interpretation of the results and
includes less iteration in the data collection process.

Some studies preferred the fuzzy Delphi method to the
conventional Delphi method (Kumar and Dash 2017).
Argued that by taking the completeness and consistency of
experts’ opinions and taking into account fuzziness in the
iterative process, the fuzzy Delphi technique provides more
objective insights. It should be noticed that all four features
of the Delphi technique are preserved in the fuzzy Delphi
technique. In the fuzzy Delphi technique, expert estimates
are described by linguistic variables that can be quantified
by fuzzy numbers. The number and type of fuzzy numbers
are determined by experts depending on the size and type of
problem. Fuzzy Delphi method is mostly applied in opera-
tion management, decision sciences, and business intelli-
gence and is not widely adopted as a method of choice in
marketing studies.

3.1 Fuzzy Sets Theory

A fuzzy number is a number that does not refer to a sin-
gle value but to several different possible values where each
possible value has its weight. This approach enables us to
incorporate uncertainty into decision making and thus make
the analysis more realistic. Fuzzy sets are sets with a degree
of membership, and they are determined with their mem-
bership function.



To facilitate an understanding of the methods that com-
bine fuzzy sets theory and other methods in this Section, the
basics of fuzzy sets theory are presented.

Definition 1 A linguistic variable is a variable whose val-
ues are expressed in linguistic terms.

Definition 2 A fuzzy set A is defined as a set of organized
pairs:

A={r @ |rex 0= u@ =1}
where:

A fuzzy set A is defined on the universe set X € R. In gen-
eral, set X can be either finite or infinite. (4~ (x) is a member-
ship function of fuzzy set A. Each fuzzy set is completely
and uniquely determined by its membership function.

Definition 3 A fuzzy number Z is a convex normalized
fuzzy set A of the real line R such that:

(a) if exist xop € R such that 1y (xo) = 1, and (b) 1y (x)is
piecewise continuous.

Definition 4 The triangular fuzzy number can be denoted
by (I, m, u). Where [ < m < u, [ and u stand for the lower
and upper value of the support of X respectively, and m for
the modal value. The support of X is the set of elements
{x e R|l <x <u}. When [=m=u, it is a non-fuzzy num-
ber by convention.

Definition 5 If X is a set of real numbers, then a type-2
fuzzy set and an interval type-2 fuzzy set in X are called a
type-2 fuzzy number and an interval type-2 fuzzy number,
respectively.

Definition 6 If the upper membership function and lower
membership function of gare two triangular type-1 fuzzy

numbers, than /1 is referred to as triangular interval type-2

~

fuzzy number, i ( AU, AL) so that:

A= (AU,AL) = ((a{j,ag,ag,a), (af,aé,ag,ﬁ))

where:

The lower and upper bound in the domain are denoted as

aV,ay respectively, and ak,ak respectively. The modal

N. Ljepava and A. Aleksic

values are a¥, respectively, and a5, respectively. The values
of the membership function are defined as:

(a, ) €[0,1]

Definition 7 Let a non-empty set is given X. An IFS
from the set X may be presented in the following way
(Atanassov 1999):

A= (x,u5(x), (0 |x € X)

pa(x) = [0, 1]1Tva(x) — [0, 1]

where:

Membership function, w5 (x) — [0,1] and non-membership
function, ¥ (x) — [0,1].
So the following condition is present:

0<pz(x)+9;00) <1, VxeX

For each IFS denoted as A from the set X is valid:

() = 1—pz;(x) —9;(x)
0<mkx) <1l,VxeX

where 75 (x) indicates intuitive index. The smaller 75 (x), the
more certain A.

Definition 8 An IFS A = (x,11;(x), 9;(x)|x € X) of the
real line is called a triangular intuitionistic fuzzy number
(TIEN), so that: A = ([a, b,c,d],[ai,b,c,d]; pz(x), I?A(x))
and a,b,c,d,a,d are real numbers, and
ai<a<b<c=<d<d.

3.2 Fuzzy Delphi Method in Marketing

Studies

The majority of decisions that we make in today's complex
environment are formulated under a state of uncertainty.
Conditions of uncertainty exist when the decision-maker is
not aware of all available alternatives, the risks associated
with each, and the consequences of each alternative or their
probabilities. In the current market situation globally, most
decisions that businesses need to make will have some level
of uncertainty. However, in the traditional approach to mar-
keting research and analytics, the uncertainty is often not
accounted for Ljepava (2018).

Majority of publications in marketing use only tra-
ditional, non-fuzzy (crisp) methods for forecasting. To
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explore the application of the fuzzy Delphi method in mar-
keting, a comprehensive review of the available scientific
literature has been conducted.

One of the first studies that considered the application of
this technique in marketing is a study conducted by Li et al.
(2002). In their study, they proposed an integrated approach
utilizing group Delphi, fuzzy logic, and expert systems for
marketing strategy development. The strategy development
process includes a high level of uncertainty and ambigu-
ity, so the Delphi technique can be applied to conduct the
SWOT analysis with experts. After collecting the feedback
from D.M.s, results can be fuzzified using the fuzzy logic
and expert systems and further utilized for setting up mar-
keting strategies.

Buyukozkan (2004) explored digital marketplaces that
were extensively developing at that time, especially busi-
ness-to-business commerce, one of the dominant segments
in e-business. To get more benefit from this digital market-
place, he suggested applying the fuzzy set theory and AHP.
The experts’ opinions, in this case, are described by linguis-
tic terms, which are expressed in triangular fuzzy numbers
(TENs). Expert group members compared and rated various
e-marketplaces available at the time. The results are derived
from their initial and subsequent responses and analyzed
using appropriate fuzzy algebra. Expert group members
were then requested to re-examine their comparisons, and the
results are derived from their initial and subsequent responses
until they are completely satisfied (Buyukozkan 2004).

The market segmentation problem was considered by
Hanafizadeh and Mirzazadeh (2011). They have explored
market segmentation of Iranian telecommunication compa-
nies by using 19 variables divided into four groups—demo-
graphics, psychological, behavioral, and geographic. Seven
marketing and sales managers (D.M.s) have participated as
experts in the research. Subject matter experts expressed
their estimates using a five-point Likert scale. The corre-
sponding linguistic expression accompanied each value of
the Likert scale, and these linguistic variables were further
modeled with TFNs. The proposed model was obtained
by the aggregation of the estimates of D.M.s into a single
score. The modal values of the TFNs describing the aggre-
gated estimates of D.M.s were calculated using the fuzzy
averaging operator. The lower and the upper bounds were
given as minimum or maximum of the lowest or uppers
bounds of used TFNs. After conducting the analysis, the
results were visualized to identify the relevant market
segments.

Mir and Rashidpoor (2019) explored the factors rel-
evant to promoting the brand personality. They conducted
the study with the purposive expert sample of 15 univer-
sity experts who rated the most significant factors that can

impact the promotion of the brand personality. Data were
further analyzed using a Fuzzy Delphi technique, and six
factors were identified as leading factors in promoting the
brand personality: brand, language, profitability, reliability,
prestige, activism, and color.

One of the critical challenges the marketing manag-
ers face is evaluating client retention. The period of client
retention within the company depends on several external
and internal factors, and it can be treated as uncertain data
(Gil-Lafuente etal. 2013). These authors suggested that
TENs could well describe the estimation of the lifetime
period of the client staying with an enterprise. Obtaining
group consensus was based on the rules of the algebra
phase.

Identification of the most significant attributes for the
development of a tourism strategy was considered by Liu
and Chou (2016). They have divided all possible attrib-
utes into three groups: marketing strategy, brand equity,
and travel motivation. Under each marked group, decision-
makers rated the importance of attributes by using linguis-
tic variables. These linguistic variables were modeled by
TFNs. The consensus of decision-makers was given by
using the proposed model.

The problem of assessing the importance of factors
influencing digitalization in the public sector was consid-
ered by Kamalian et al. (2017). These authors considered
ten groups, including education, healthcare, communica-
tion, transportation, law and justice, culture and religion,
agriculture and ecology, security and citizenship rights,
finance, and business services. Fuzzy rating of the rela-
tive importance and values of factors is given by using
the fuzzy Delphi technique. The authors emphasized that
the application of the fuzzy Delphi technique has certain
advantages over other methods. Those are: (a) it is more
time-effective compared to other qualitative methods of
data collection, (b) it reduces the possible bias arisen
from individual comments, and (c) it displays the seman-
tic presentation of expert opinions. The decision-making
process involved 32 experts belonging to development,
employment, national security, communication, trans-
portation, education, agriculture, and culture workgroups
(four participants per each workgroup). D.M.s used seven
linguistic expressions modeled by TENs. The aggregation
is performed by the fuzzy averaging method. Ten criteria
were selected, which were associated with the highest val-
ues of the respective scales of TFNs, which described the
aggregate values of D.M.s.

In recent decades, many companies worldwide have
implemented end-of-life strategies such as product reman-
ufacturing. A study conducted by Vafadarnikjoo et al.
(2018) explored applying the fuzzy Delphi method for
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understanding consumers’ motivation, which leads them
to purchase a remanufactured product (bike). The study
explored the major motivational factors for buying a remanu-
factured bike based on the consumers’ and experts’ opinions.
The survey involved 104 participants from different universi-
ties. University students were contacted by email to fill out
the online questionnaire, and for some of them, the question-
naire forms were printed out to be filled in (Vafadarnikjoo
et al. 2018). Each participant used seven different linguistic
terms, which are modeled by single-valued trapezoidal neu-
trosophic numbers (Ji et al. 2016). The consensus of D.M.s
opinions is given by using the trapezoidal neutrosophic
weighted arithmetic averaging proposed by Ye (2017).

After reaching the consensus, results were fuzzified to
account for uncertainty in subjective judgments.

Quality and warranty were identified as the main factors
influencing the purchasing decision.

The prediction of factors influencing online consum-
ers’ behavior problems is widely covered in the marketing
literature (Rollecke et al. 2018). The construct of the list
of changing pattern factors of the consumer perspective
is performed by the fuzzy Delphi technique (Kumar et al.
2018). The preference of decision-makers is described
by linguistic expressions and corresponding to TFNs. The
summarized estimate of expert opinions is given by using
fuzzy algebra rules, which are described by TFNs. Using
the defuzzification procedure (Mardani et al. 2016), the
summarized assessment is presented by crisp values. The
weights vector of the possible pattern factors of the con-
sumer perspective is calculated by the fuzzy analytical hier-
archy process (FAHP).

Assessment of antecedents of customer engagement
problem is considered by Jani and Zakaria (2018). It is
assumed that D.M.s express their estimates by linguis-
tic themes modeled by TFNs. The group consensus is
given by using the fuzzy averaging method. It should be
noted that those antecedents of customer engagement are
selected where the smallest difference between individual
assessments and the aggregate value of D.M.s opinions.
The authors used Euclidian distance to determine marked
differences.

4 Comparative Analysis and Discussion

In this Section, a comparative analysis of the proposed
fuzzy Delphi techniques and its applications in marketing
studies, which have been identified in the previous studies,
is conducted and presented in Table 1. The advantages and
disadvantages of the analyzed fuzzy Delphi techniques are
further discussed.

Based on the comparative analysis presented in Table
1, it can be concluded that there is no consensus in using
the number of experts (decision-makers) in different stud-
ies where authors used a different number of D.M.s rang-
ing from 7 to 32. This finding is in line with the previous
literature on the Delphi method since there are no rules on
how to choose D.M.s, nor is the optimal number of D.M.s
recommended, so it can be concluded that the number of
D.M.s depends on the nature and problem size.

In almost all analyzed papers, D.M.s use linguistic
expressions that are modeled by TFNs. The number of
linguistic variables ranges from 3 to 9. Similarly, as in the
case of the number of expert decision-makers (D.M.s), the
choice of the number of linguistic expressions depends
on the problem. Vafadarnikjoo etal. (2018) believe that
modeling the opinions of D.M.s can be significantly bet-
ter described by using the Trapezoidal neutrosophic fuzzy
numbers.

The aggregation of D.M.s opinions into a single score
can be performed using different aggregation methods. The
obtained unique score is modeled by TFNs, according to
fuzzy algebra rules. The lowest and upper bounds of these
aggregated TFNs are given as the lowest and uppers bounds
of used TFNG, respectively. The modal values are calculated
by using the fuzzy arithmetic operator (Hsu et al. 2010;
Habibi et al. 2015; Jani et al. 2018) and the fuzzy geometric
operator (Hanafizadeh and Mirzazadeh 2011; Liu and Chou
2016; Kumar et al. 2018). Some researchers suggest a fuzzy
averaging operator (Kamalian et al. 2017; Vafadarnikjoo
etal. 2018) for obtaining aggregated estimates of D.M.s.
All researchers believe that D.M.s involved in the decision-
making process are of equal importance. In practice, this
assumption cannot always be introduced. In these cases,
aggregation estimates of D.M.s should be performed using
the Fuzzy Ordered Weighted Average Operator (Merigé and
Casanovas 2008).

The choice of treated factors is based on the proposed
procedure (see Table 1). Many authors have mapped
aggregated fuzzy estimates of D.M.s into precise num-
bers by using different defuzzification procedures. It
should be emphasized that there is no rule as to the limit
for accepting factors. Therefore, the decision to accept
factors is highly burdened by subjective assessments
of D.M.s. This can be considered as one of the basic
shortcomings of the proposed fuzzy Delphi techniques.
However, even with this disadvantage, it can be said that
the choice of factors based on the application of the fuzzy
Delphi techniques gives better results than using an affin-
ity diagram.
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5 Conclusion

In the conditions of various changes taking place in the
environment, it can be said that even though there is more
than a sufficient number of data records, in many cases,
the available data cannot be considered to be completely
valid and reliable. Therefore, the application of quantita-
tive methods for forecasting demand should be applied
cautiously. Considering that, many researchers suggest the
application of modified qualitative methods in forecasting
studies. In the literature, many management problems are
stated as multi-criteria optimization problems. This can be
applied in all areas of management, including marketing
management and marketing decision-making.

The number of factors by which possible alternatives
are assessed is determined by the assessment of D.M.s
and depends on their knowledge and experiences. In order
to reduce the scope of calculations, the number of factors
must be optimal. Determining the optimal number of fac-
tors can be based on an estimate of D.M.s. In this case, this
decision would be highly burdened by subjective assess-
ments of D.M.s. In order to reduce subjectivity in deter-
mining the number of factors, many authors suggest the
application of the fuzzy Delphi technique. The rank of
alternatives is based on applying different multi-criteria
optimization methods, such as FAHP. Recently, TFNs have
gained popularity in the evaluation and choosing prob-
lems in a wide range of applications. Based on the litera-
ture review, a summary of the typical research conducted
in marketing utilizing this method has been provided, and
three main areas of application identified: consumer behav-
ior and consumer decision-making, market segmentation,
and support in the development of marketing and branding
strategies.

The paper contributes to the current body of literature
with two main aspects as follows: (1) it identifies the vari-
ous models based on the Delphi framework which have
been integrated with fuzzy sets theory and utilized in mar-
keting studies (2) identifies various potential application
areas for utilization of this method in marketing.

Although the published studies indicated that the Fuzzy
Delphi method is showing as very useful in various areas
of marketing, the method is relatively unexploited in mar-
keting studies. One of the reasons behind that might be the
current scope of marketing research curriculum, which is
traditionally based on social sciences (Babin and Zikmund
2015; McDaniel and Gates 2010), and is not focused on
training prospective graduates to apply tools and techniques
from decision making and business analytics in marketing
research and analytics. Future research can aim to develop
fuzzy Delphi models for forecasting in marketing areas of
interest by employing fuzzy sets that are not yet thoroughly

examined within this domain. Additionally, researchers
should not rely only on the traditional methods and tech-
niques in their respective disciplines but aim to integrate
techniques and approaches from various business disci-
plines to utilize the opportunities that this integration can
offer fully.
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Abstract

Globalization and internationalization are two con-
cepts that are growing spectacularly in the last decades.
However, multinational enterprises are facing the chal-
lenges and uncertainties of the cross-cultural context
and struggling to maintain the effectiveness of their
operations and the sustainability of their competitive
advantage. Based on the literature research, the follow-
ing report will thoroughly discuss five broad dimensions,
namely: managers’ leadership skills, people manage-
ment, organization’s design structure, culture and change
management, which directly affect the global perfor-
mance management of multinational enterprises. On one
hand, it will address the theories that enable companies
to overcome the challenges encountered while applying
these dimensions, and accordingly maximize their tan-
gible outcomes and their performance effectiveness. On
the other hand, the report will highlight on the necessity
of correlating risk management programs along with the
global performance management programs and to con-
tinuously monitor their application and their alignment
with the companies’ international business strategy.
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1 Introduction to the Global Performance
Management

Performance management (PM) has always been a hot
topic among HR leaders (Boselie et al. 2012) searching to
improve the organizations’ business processes and internal
culture understanding, and to maximize employees’ per-
formance. However, it has gained recently a critical inter-
est worldwide, since it is affecting equally the organization
itself in realizing its business strategy, and the employees in
determining their career development (Evans et al. 2011).

Performance management is a strategic human resource
management process described as being “an extension of
performance appraisal” (Lindholm, 2000), where compe-
tencies and behaviors are reviewed and assessed according
to previously determined parameters linked to corporate
strategic goals, and where compensation decisions are then
applied to the rating and evaluation of each individual.

While performance management acts locally in an
organization, the term Global Performance Management
(GPM) reveals a wider angle of this practice, spanning dif-
ferent cultures and countries, and covering Multinational
Enterprises (MNE) spread globally throughout an interna-
tional context (Knappert, 2013).

However, according to Mercer’s 2013 survey, the effi-
ciency of the global performance management programs
have not been very overwhelming recently, and only less
than 3% of the companies acknowledged that these pro-
cesses were truly valuable and efficient (2013 Global
Performance Management Survey Report, 2013). In fact, a
number of challenges are preventing their proper implemen-
tation; the Boston Consulting Group (BCG) has identified
five broad dimensions, namely: leadership, design, people,
change management and culture, that influence global per-
formance management programs and enable the accom-
plishment of the organization’s international strategy if they
are continuously examined and improved.
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Fig. 1 Diagram of research methodology (Source Haidamous, 2020)

The following report will further discuss these dimen-
sions that challenge the achievement of a successful GPM,
and how global organizations may properly address them,
to consequently be able to monitor their people and opera-
tions and converge them toward clearly defined goals. The
below diagram (Fig. 1) shows the research methodology
adopted in this report, which will be further detailed in the
following paragraphs.

2 Impact of Managers’ Leadership Skills

In today’s fast changing environments, effective leadership
skills are increasingly becoming a scarce resource that can-
not be translated solely through command and control. In
fact, “developed markets are suffering from an exodus of
older executives and developing markets straining to keep
up with rapid growth” (Bhalla et al. 2011).

The primary driver that boosts the companies’ perfor-
mance and enables them to successfully achieve expected
results is the strength of their managers’ leadership skills

Fig.2 Elements that have

the most impact on the overall
success. 2013 (Source 2013
global performance management
survey report, p. 6)

Perceived impact

on organization

highest impact)

and their ability to spread the organization’s culture and
objectives among the entire workforce, embracing their
subordinates’ humanistic needs and considerations, and aid-
ing them to maximize their innovative outcomes through
individual motivation and collective interaction. Bryan
Robertson, the former director of lean transformation for
Direct Line Group once said: “Our ultimate aim was to
define the role of a leader as someone who coaches oth-
ers to be successful and achieve their true potential”
(Robertson, 2014).

The case of the Royal Bank of Canada that experienced
a dramatic drop of financial returns in 2004, shows the
extent to which a proper implementation of defined opera-
tional and behavioral objectives for leaders and managers
can change the fate of an organization. In fact, further to
the Bank’s critical situation, the senior team has set thresh-
old expectations of behaviors and financial targets for the
bank’s managers and amended the PM system to reward
achieved goals. Three years later, the plan worked well and
the bank’s stock price had doubled. All employees agreed
that the visionary transformation was clearly reflected in the
daily activities and that the leaders are still following the
agreed-upon values (Bhalla et al. 2011).

Unfortunately, a detrimental phenomenon is affecting the
organization and its employees in the contemporary work-
ing life which is the prevalence of destructive leadership
in its passive and active forms, having serious implications
on the overall PM programs, on the recruitment, and on the
training and development of leaders. In fact, these concepts
of leadership behaviors such as Machiavellian (Christie
& Geis, 1970), authoritarian (Bass, 1990) and narcissis-
tic leadership styles (Vries & Miller, 1984) demonstrate
belittling, manipulating and humiliating behavior manners
towards subordinates, and can also take the form of non-
verbal aggression. They focus on control and obedience,
and act as mental stressors for employees. They equally
affect the legitimate organization’s interests, hinder the
accomplishment of the strategic objectives and negatively

When it comes to manager skills, what elements have the most impact on overall success?

Actual driver of
organizational
impact

Percentage of
managers with
marginal skills

1st
(perceived

Linking performance
to development
planning

2nd 1st 48%
(skill with (lowest skill level)
highest impact)
3rd 2nd 29%
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impact the relationship with clients and customers (Padilla
etal. 2007). They do so by neglecting or actively prevent-
ing the execution of the required tasks through sabotaging
subordinates’ motivation and performance, stealing or mis-
using the corporate resources or aiming for individual inter-
ests regardless those of the organization (Conger, 1990).

Conversely, the results of a study conducted by Miiller
and Turner demonstrated the effectiveness of the vision-
ary, coaching, empathic and democratic management styles
in creating a leader who succeeds in being followed and in
providing adequate and enhanced work environment for
his subordinates (Miiller & Turner, 2007). Therefore, many
companies have a big gap to fill in this regards, and Mercer’s
recent studies revealed an urgent need to improve manag-
ers’ skills observed as the best lever of change: while can-
did dialogue was perceived as the most important driver of
the overall performance management success, participants
in a statistic survey claimed that almost half of managers
are marginally skilled in linking individual performance to
development planning, and 29% are marginally skilled in
setting specific and measurable smart goals (2013 Global
Performance Management Survey Report, 2013) (Fig. 2).

On the other hand, managers need to be comfortable
with change. To successfully face the uncertainties of for-
eign markets, they need to cooperate with their peers and
have enough flexibility to deal with outsiders and adapt to
new environments. Therefore, in order to collect the desired
performance from managers, global organizations need to
identify the potential leaders from the early stages of their
career, and provide them with the necessary coaching to
enhance their leadership skills and competencies (Bhalla
etal. 2011).

3 Managing People to Achieve an Efficient
Global Performance Management

A global organization’s workforce is strongly correlated
with the success of its international business strategy, and
can also be a source of sustainable competitive advantage
if it is successfully managed at a global context and in the
light of changing dynamics (Slavi¢ et al. 2014).
Unfortunately, the vast majority of companies view their
GPM program as the procedure of employees’ evaluation
directly linked to compensation decisions. This pay-for-
performance philosophy often lacks clear strategic assess-
ment of the employees’ potential and competences, and
rather focuses on tangible outcomes regardless of their true

value. For example, only less than half of the companies
focus on the personal leadership qualities of their CEO-s;
instead, they address their bottom-line operational impact
and achieved financial goals (2013 Global Performance
Management Survey Report, 2013).

In this regard, a company is likely to adopt a GPM pro-
gram that identifies and attracts talented individuals will-
ing to challenge their capabilities. Through coaching and
mentoring, they will be able to maximize their productivity
and “think out of the box”, yet innovate in their field and
guarantee the organization’s advantage over its competitors
(Johnson et al. 2008); in this case, employees benefit from
compensations beyond the simple financial incentives. To
sustain their motivation, employees must sense the evolu-
tion of their career development, job rotation and auton-
omy. Hence, performance management should be strongly
correlated with talent management programs where global
organizations identify critical roles and talented individu-
als and focus contingency plans around them, but also,
they recognize poor performers and act responsibly in their
regard (Bhalla et al. 2011).

However, macro-environmental factors have seriously
challenged people’s integration, and the need to adjust the
GPM processes became crucial to support changing strat-
egies that arise by entering an unknown global market,
where a number of barriers are imposed, such as meeting
new legal rules and regulations, new national cultures and
a number of uncertainties (Slavi¢ et al. 2014). In this con-
text, MNEs need to avoid the risk of discrimination and
inequalities against minorities through a number of guide-
lines that meet the diversity of today’s corporate workforce.
Specifically, gender discriminating practices have become
a worldwide phenomenon, and the under-representation of
women in top management positions is nowadays deeply
embedded in the organizational life (Meyerson & Fletcher,
2000). In France, for example, women account for only 9
percent of executive committee members (Sancier-Sultan,
2013). The literature researches showed that MNEs have
put in place some initiatives aiming to avoid inequality, but
have not obtained good application results for the simple
reason that these measures were not very well implemented.
To achieve a gender-diverse organization, an important suc-
cess factor is the corporate culture that enables mind-sets to
engage diversification and adaptation to dialogue, experi-
mentation and incremental changes, to raise the levels of
confidence in women leaders and to encourage the diver-
sity of corporate management styles (Devillard et al. 2014,
Sancier-Sultan, 2013).



N. Haidamous

4 The Transnational Design Structure
to Insure Globalization

Global performance management researches have much
debated the paradigms of convergence and divergence
(DeNisi et al. 2008). The convergence paradigm seeks the
adaptation of the management practices across countries
driven by increased global competition and the need to find
the most efficient methodologies to perform at a global
context. Conversely, the divergence paradigm describes
country-specific practices that remain stable over time,
influenced by the organization’s legacy culture and pro-
cesses (Pudelko & Harzing, 2007).

While the convergence concept is a purely economic ide-
ology, and the divergence stresses on the national culture of
the organization’s country of origin, today’s multinational
enterprises need to merge these two philosophies of GPM
into the idea of crossvergence; this development in perfor-
mance management practices draws a more realistic picture
since it allows organizations to integrate various influences,
and to consider new and innovative approaches that have
not been considered before (Knappert, 2013). But most
importantly, this process allows for a dynamic understand-
ing of the foreign cultures and engages continuous learning
and development of the organizations’ structure and perfor-
mance (Ralston et al. 2008). Accordingly, this concept of
GPM must be carefully diffused to the organizations’ key
elements, and translated through the company’s strategy
into a source of competitive advantage.

To ensure the proper implementation of the crossver-
gence concept, global organizations must adopt a lean
structure that minimizes the unnecessary hierarchical lay-
ers, where communication and top-down decision-making
are faster, and where senior leaders can have a better view
and follow-up on the daily operations (Bhalla, et al. 2011).

The latter discussion is typically applicable for the trans-
national structure that stresses on innovation and learn-
ing objectives, and is described by Bartlett and Ghoshal as
being like a matrix with two specific features; the first is its
flexibility to adapt to the challenges of internationalization
through encouraging the interconnectedness of groups and
functional silos and emphasizing change on both individual
and strategic levels, and the second is having more fixed
responsibilities within its cross-cutting dimension (Johnson
et al. 2008).

5 Change Management for a Better
Performance

In today’s fast-paced world, the MNEs’ ability to set new
priorities and to drive change in their strategic directions
quicker than their rivals became crucial (Bhalla, et al.
2011). Unfortunately, 70% of the change programs fail to
achieve their goals, mainly due to a lack of two fundamen-
tals: a proper transmission of the change initiatives from the
senior executives down to the business units, and employ-
ees’ resistance (Ewenstein et al. 2015).

Therefore, change needs to be spread gradually through-
out the different layers of the organization following the
process of “cascading change”; this process allows the
organization to ensure that the goals and means of change
are well received and assimilated by the different hierarchi-
cal structures, where companies achieve a minimum suffi-
ciency by investing the required energy to succeed through
focusing on the most important elements of change, and
avoiding unnecessary fragmentation of efforts (Bhalla, et al.
2011).

Regarding employees’ resistance, it is never easy to ask
people to think or act differently from the way they were used
to do things for many years. Bryan Robertson, in his inter-
view with McKinsey & Company, stated that he has faced
this issue in many of his transformation programs, and clari-
fied that employees may take the time to accept change, but
when they go themselves through the “change curve” they
will finally realize that there are better ways of doing things
and become strong advocates of the company’s new strategy
(Robertson, 2014 Financial Services Practice, 2015).

Being a critical competitive advantage, change man-
agement programs are necessary for organizations’ rapid
results and sustainable growth to an unprecedented degree:
decision-makers have to react more quickly, managers need
to adapt faster to the opportunities and threats, while front-
line employees have to be more collaborative and dynamic
(Johnson et al. 2008). Consequently, the introduction of
digital tools will allow global organizations to adapt to the
continuously changing environments much faster than the
traditional workshops and training courses, and are much
more efficient in the light of the scale and the diversifica-
tion of their employees. Powerful digital tools will equally
allow just-in-time feedbacks, create direct connections
among people by sidestepping hierarchy, and minimize the
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physical distances between employees through achieving a
level of connectivity and commitment. For example, a bev-
erage company in Africa was experiencing share losses in
its highly competitive market. The challenge was to drive
more than 1000 sales representatives spread widely across
countries to increase their sales. An SMS message system
was implemented, and each representative received a num-
ber of daily messages that included updates on consumers
and market insights along with personalized performance
information. Within a year, selling increased consider-
ably, transforming a 1.5% market share loss to a 1% gain
(Ewenstein et al. 2015).

6 Organizational Culture
and Performance Effectiveness

While Hofstede states that culture is the “software of the
mind” shared by a group that acts similarly upon this soft-
ware (Hofstede & Hofstede, 2004), organizational culture
has been defined as being the shared values and attitudes
inherited over time and resulting of corporate behavioral
norms and practices adopted for problem-solving and for
the pursuit of the inner strategy (Johnson et al. 2008).
Corporate culture has a direct impact on the organiza-
tions’ performance: a weak and ambiguous culture under-
performs employees regardless the level of their capabilities
whereas a strong and positive culture can increase the pro-
ductivity even with average individuals. Therefore, culture
and performance are interdependent and organizations can-
not seek to improve their performance without considering
consolidating their corporate culture (Ehtesham et al. 2011).
Denison’s theory has demonstrated this fact and has
identified the four deepest cultural traits affecting the com-
pany’s effectiveness, namely: involvement, consistency,
adaptability and mission, as a foundation for more common
cultural components such as symbols, rituals and actions
(Denison, 1989). The involvement trait requires that execu-
tives and employees feel that their work is contributing to
the achievement of the organization’s strategic goals and
objectives which provides them with a sense of commit-
ment and belongingness. And since global organizations’

culture is often influenced by national factors, the necessity
of determining consistency through common behaviors and
mind-sets ensures the company’s stability, a high degree of
conformity and an internal integration. However, effective
integration can sometimes hinder change and resist new ini-
tiatives. Hence, high-performance organizations are driven
by customers’ needs and expectations, and have the readi-
ness and adaptability to take risks and change path-depend-
ent capabilities, and amend their system and processes
toward a greater value and a continuous costumers’ satisfac-
tion. These organizations have equally well defined direc-
tions and strategic objectives that draw their mission and
express a vision of the organization’s future goals and pur-
poses (Ehtesham et al. 2011). All these cultural values that
affect organizational performance have therefore a direct
impact on the performance management practices and can
be summarized in the below model (Fig. 3).

Examples of how organizational culture can improve
MNESs’ effectiveness and their performance management
are numerous. Largest insurers in North America were fac-
ing many challenges that their previous investments were
not able to solve. So they have integrated a new culture
into their systems through a lean management process aim-
ing mainly to improve their workforce productivity and
level of engagement, to retain and develop the existing tal-
ent, to acquire new capabilities and enhanced resources
and finally to rethink and update their business models.
The new culture that primarily assesses clients’ values and
drives changes that continuously act upon that value was
implemented, and these companies have witnessed 20 to
30 percent increased returns in the first two to three years
(Financial Services Practice, 2015).

A regional healthcare system located in the south-
ern U.S. needed a step change in performance in order to
encounter the challenges ahead and yield lasting results. So
it consulted McKinsey, who helped designing and imple-
menting a lean transformation, aiming to reduce costs while
improving quality, and put in a performance-driven cul-
ture that ensures sustainable results. Within less than two
years, each hospital has improved its productivity and rev-
enues and secured long-term cost-saving. The new perfor-
mance management system ensured that the new standards

Fig.3 A conceptual model
of organization culture and
performance management

Organizational Culture

Performance Management
Practices (PMP)

practices 2011 (Source Ehtesham

etal. (2011) p. 81) Involvement Culture

Consistency Culture
Adaptability Culture
Mission Culture

Clear and measurable goals
Performance measurement system
Consultative Performance Appraisal
Training Effectiveness/Evaluation
Performance-based Compensation
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Fig.4 Risk management aligned
with performance management...
two sides of the same coin
(Source Ernst & Young, 2009,
p-2)

Create value

\ 4

Seek opportunities

v

Performance
management
focus

are shared by all employees and that real-time changes
are made to continuously meet the clients’ expectations
(McKinsey & Company, 2016).

7 Discussion

The five dimensions previously discussed are all interre-
lated. They equally affect the GPM program of an organiza-
tion which primary objective is to improve the company’s
performance, and therefore is crucial to achieving success.
A fundamental principle while conducting a GPM is to
continuously link it to the MNE’s strategy and objectives,
through a spiral process in which performance is continu-
ously assessed and enhanced upon previously set parame-
ters that are aligned with the MNE’s international business
strategy (Knappert, 2013).

Furthermore, “risk management should not be a sepa-
rate silo [...]. To the contrary, risk management should
be intimately linked to performance management” (Ernst
& Young, 2009). They should be perfectly aligned and
treated as being two sides of the same coin. Accordingly,
risk factors should be considered in every aspect of the five
GPM dimensions previously discussed, to enable the MNE
to face the uncertainties and challenges of the business
markets, to continuously improve its resources and capa-
bilities, and maintain its short-term and long-term competi-
tiveness (Fig. 4).

The cyclical monitoring of the GPM will increase its
effectiveness, and one of the most useful tools to do so is
the Balanced Scorecard developed by Kaplan & Norton
(2009). It measures the application and efficiency of corpo-
rate key performance indicators (KPIs) such as customers’
satisfaction and the iron triangle (cost, time and quality),
unifies culture and language, and helps in transferring the
company’s vision and mission into a measurable set of

‘ Define strategy

> Protect value
Avoid negative events

v Risk

management
focus

Resolve problems

v

Continuous improvement

individual and collective objectives (Johnson et al. 2008).
These objectives are either cascaded into various KPIs from
a top-down perspective, or aggregated into fewer KPIs
from a bottom-up perspective, and therefore, the Balanced
Scorecard becomes a link between the company’s different
layers and integrates the financial and non-financial goals
into the daily operations and into the performance review
process.

8 Conclusion

The addressed challenges are all common issues encoun-
tered in today’s MNEs, and consist the basis of the contem-
porary Human Resource activities and concern. This report
has discussed the five main dimensions that align organiza-
tion’s needs with those of the employees, and ensure that
the corporate operations and objectives converge towards an
effective performance management.

As a conclusion, the major areas of GPM include the
necessity of goal setting and commitment and of employ-
ees’ engagement in the organization’s life-cycle as drivers
for successful work performance, constituting the line of
sight between the assessment of goal attainment, the com-
pensation decisions and finally the actions taken to improve
the global performance of a Multinational Enterprise.
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The Leadership Competencies During
the Crisis in Aligning the TQM Success
Factors in the Higher Education

Sector

Ahmed Mohy El Din and Assem Tharwat

Abstract

In this new era of management all sectors are fully ori-
ented towards producing and providing best of the prod-
ucts and services for the customers. This has benefitted
in developing the most advanced and elaborate system
of production and operations labelled as Quality man-
agement or Quality services. With the emergence of the
quality concerns, the specifications for achievement of
Quality also emerged. Now quality is the watchword in
every sphere of activity, including academic sector. The
research study is to address the leadership qualities for
academic administrators including all sectors of man-
agement namely production and service sector. Total
Quality Management is the matter of requirement in
every production and service sector is a wide approach
that recently proved its implementation importance in
different sectors. Leadership plays a vital role in the suc-
cess of any organization. This research aims to find out
the leadership competencies for crisis management in
alignment with TQM success factors. The data needed
for the study included both quantitative and qualita-
tive data, collected through discussions and interviews,
analyzed based on statistical inferences to arrive at the
result of the study. Senior management staff and aca-
demic leaders from the CAA accredited organizations
formed the part of the population for the study. From
this population, selected respondents were contacted for
purpose of the study to know the approaches in which
the leadership acted during the crisis situations. The fac-
tors related to the Quality management protocol with
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regard to the Leadership qualities namely Leadership
Performance, Process Control and Improvement,
Employee Involvement and stakeholder focus were dis-
cussed as part of the research study. The study in this
area provided the response towards the fact that it is cru-
cial for the top management to perform as true leaders
for implementing TQM during any crisis situations. The
research has administrative and theoretical implications
for the design and formulation of TQM operations strat-
egy in higher education sector during crisis situations.

1 Introduction

The COVID-19 pandemic has invaded the whole industrial
scenario including the production and operation sector as
well as the service sector institutions. The whole industrial
scenario is on a drastic change with most of the industries
and institutions fining out diversified methods to overcome
the crisis situations through effective management of the
resources. The Crisis pandemic affected the world of busi-
ness in a diversified manner, bringing the world to a stand-
still. The sea of changes that happened overnight placed
many organisations to bring in commendable changes to
the work settings to accommodate all mandatory require-
ments for health and safety, while at the same time without
compromising the cost, quality and value of the services. It
needs to learn that as the world continues to fight with the
worst ever scenario of the natural crisis due to Covid-19,
the governments are battling a combined attack to protect
the people, systems, and economies. It is very unclear that,
even when the pandemic comes to a stop, how the events
across the world are going to change in terms of quality and
value in the services delivered.

The academic sector went to a drastic and commendable
changes during this time period. The era of education was
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going on hand in hand with the technology enabled class-
rooms, smart rooms, etc., to coverup the academics through
traditional classroom teaching. Overnight the scenario
changed. The whole education sector moved to network
enabled online education system, with classrooms being
replaced by laptops sitting anywhere across the globe to han-
dle the education including the teaching learning process.
Though the academic sector moved in pace with the changes
in the global academic scenario, it was the need of the hour
to measure the quality and value of the education that is hap-
pening and the best methods to promote value added tech-
nology enabled education with better quality and efficiency.

The present study focuses on the Quality management
protocol with regard to the Leadership qualities in the aca-
demic system to manage the crisis and the crisis events. The
focus of the study was mainly on the performance of the
lleadership during the pandemic situation, changes in the
process management protocols, and the expected outcomes
in terms of the improvements. Further the study concen-
trated on the involvement of the employees in delivering the
best of the quality with the response expectations from the
stakeholders.

It is the time for the academic institutions to move
towards a much-organised quality-controlled technology
enabled era of education. Now it is the time to address the
situation of changes in the sector. The study better focuses
on the Quality side of the academics and the influence and
interference of Leadership to manage the crisis. This made
the researcher to think the process to analyze the basic
enquiry related to the methods to handle the crisis that can
happen to academic systems.

Thus the objective of the study is to understand the
methods of Leadership and decision making skills which
can better address the crisis management situation and at
the same time to take care of Quality standards to be imple-
mented with compromise that emerged now and can happen
in future and how best similar situations were addressed
during the past, which can be copied for the future, as well
to emerge with new skills in leadership and decision mak-
ing which can benefit the new era of technology enabled
advanced era of higher education.

At present the study is planned to explore the leadership
competencies for crisis management in alignment with TQM
success factors among the institutions in the higher educa-
tion sector in UAE. The proposed study was conducted in
selected Universities under Ministry of Higher Education
and Research as well as accredited by CAA. The outcome of
the study is explained to address the kinds of quality main-
tenance requirements for better Leadership and Decision-
Making in the event of a similar or any other events.

Literature references:

1.1 Leadership and Crisis Management
Leadership literature is long, complex, and emerges from
a rich history. Fully exploring that literature is beyond
the current scope. As Fiedler (1971). describes “there are
almost as many definitions of leadership as there are lead-
ership theories” (Antonakis et al. 2012). Leadership at its
core can be viewed as “an influencing process [occurring]
between a leader and followers ...explained by the lead-
er’s dispositional characteristics, competencies and behav-
iors, follower perceptions and attributions of the leader
and the context in which the influencing process occurs”
(Antonakis et al. 2012, p. 4).

Considering that crises are a time of extreme ambiguity
and uncertainty across the organization’s various stakehold-
ers, leadership’s role becomes more complex particularly
in terms of decision-making in what is essentially a time-
pressed change management process. The consequences
of this on the leader—follower dynamic, and by extension
the rest of the organization, emerge from the way in which
information is acquired, processed, and disseminated such
that it impacts decision-making (via such things as deci-
sion-making errors and biases) as well as “collective sense
making and role structure and followers’ belief in cultural
norms” (Ibid, p. 77). Interestingly employee-centered cri-
ses are a unique case in point in that they not only require
effective leadership, but they also often emerge from a fail-
ure of leadership. Employee-centered crisis “develop over
time and result from faulty or poorly administered man-
agement practices that result in [specific unfavorable per-
ceptions that can emerge from] a collapse of sociopolitical
systems or violation of formal management procedures,
policies, and practices” (Pearson and Clair 1998) in Wooten
and James (2008, p. 5). Regardless of the nature of a cri-
sis or the direction of its impact a crisis inevitably produces
change in an organization where the consequences of this
change on the organization and its stakeholders is heavily
impacted by leadership.

1.2 Total Quality Management (TQM)

Total quality management (TQM) is a systematic approach
for better management of organization in general. Its pro-
cess focusses on improving the quality of organization
achievement including organization products and ser-
vices, via continuous improvement of internal procedures
and practices. TQM is mainly a customer-centered pro-
cess that targets for continuous improvement of organiza-
tion functions and operations. It struggles to guarantee all
organization employee work to achieve the common goal
of enhancing service or product quality which includes the
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improvement of internal production procedures. Although
TQM was mainly created to improve the manufactur-
ing sector, its principles can be applicable to other vari-
ous sectors. It is intended to afford a consistent vision that
ensures a systematic change via concentration on long-term
change over short term goals. That’s why TQM is applied
in many sectors such as manufacturing, medicine and bank-
ing successfully. Moreover, its principles and techniques
can be implemented within an organization’s departments
which allow guaranteeing that all employees are working
together to achieve the common goals as well as improv-
ing the operational aspects of each department. Possible
main Departments which can apply TQM principles within
an organization are administration, production, employee
training and marketing.

Recently quality in general has become the main inter-
est and number one trend applied globally as a vital pillar
of the new model of management which goes in line with
worldwide innovation focus and adjust with international
and local variables. Higher education is one of the sectors
which recently applied TQM principles. Many of the uni-
versities have adopted and implemented comprehensive
concepts of TQM due to the urge of continuous improve-
ment and in order to enhance educational productivity and
the outcome of the educational process in general. As TQM
mainly aims to provide the proper tools and techniques
which allow educational institutes to achieve its main goals
and provide high quality educational services and ensure
satisfaction for all stakeholders and concerning parties
(Habbal and Jreisat 2018).

1.3 The Relationship Between Leadership

and TQM

The quality management is used to be an overlooked part of
organizations’ practices in the past; but the idea about qual-
ity management process has been rapidly changed recently.
Nowadays organizations depend on quality assurance
departments to achieve their goals after they have realized
the integral role of quality management in any business suc-
cess. But it is well proved that leadership plays a vital role in
proper application of the TQM process. A leader is the key
person who puts TQM principles into actions, so without
perfect leadership, the quality control process might not be
effective. Only a leader with suitable leadership merits can
apply quality management properly and take it to a level that
put the organization in the best possible path to succeed.
Applying TQM requires a teamwork chaired by organi-
zation’s leader and his team. Every person involved in
change management has a defined role and responsibility
and it is very important that everybody in the organization
understand the vital role of leadership in implementing

TQM to make it more effective and helpful for the organi-
zation benefit.

Crisis Leadership Competencies

In general, crisis management researchers have identified
five phases that represent a typical business crisis: (a) sig-
nal detection, (b) preparation and prevention, (c) damage
containment, (d) recovery, and (e) learning (Coombs 2014;
Pearson and Mitroff 1993; Pheng et al. 1999).

The first phase, signal detection, requires leaders to feel
early warning signals announcing a potential crisis. It also
requires leaders to keep monitoring policies, procedures,
and people which can stand and face current and upcoming
threats, challenges, and opportunities. In the second phase,
prevention and preparation, leaders should avoid crises
and be well prepared whenever the crisis occur. They also
should be responding promptly during significant disruptive
events which change the usual organization functioning. In
addition, planning tasks, processes, and resources wisely,
without losing the ability to adjust plans on spot by attend-
ing to the way the teams do their work and helping them to
make necessary adjustments.

The third phase entails containing damage by keeping
the crisis from expanding to other parts of an organiza-
tion or its environment. It needs leaders to make the right
decisions about strategies, tactics and people judgments,
to always have contingency plans and be able to change
the plans quickly if required. They have to act timely and
objectively during the process of decision making. In this
phase it is always significant to be thinking outside the box,
being creative and finding novel new solutions. Special
merit to be added to leaders at this phase is performing with
a sense of urgency; prioritizing and carrying out core tasks;
focusing on achieving goals and pursuing projects and
activities, identifying patterns and links between situations
even if apparently unrelated (complexity management),
having insight into how everything is internal and external
components fit together and create important context for
their team by attending to the way the teams do their work
and helping them to make necessary adjustments whenever
required.

The fourth phase: During the recovery phase, leaders are
responsible for careful implementing short- and long-term
plans, tasks, process and resources designed to help resume
business functions. Keeping image and reputation of the
organization should be one of the leader’s priorities during
the recovery phase by keenly working to build and maintain
a positive reputation for the team/organization in order to
keep the self-confidence a factor to reduce the time needed
for a complete recovery.

Finally, in the fifth phase of crisis management, leader-
ship encourages learning and examines the critical lessons
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from the crisis through providing insightful, timely, and
essential developmental feedback; striving to help team
members develop through experiences, mentoring, and
training. Leadership competencies are described as spe-
cific personality merits, talents, qualities, values, knowl-
edge, abilities that enables person’s capability to implement
leadership roles (Boyatzis 2008; Fernandez etal. 2010;
Savanevi_cien_e et al. 2014).

Some scholars highlighted that advanced levels of lead-
ership competencies facilitate and affect the efficiency of
each team member’s achievement acknowledged certain
competencies of the leader, including decision-making,
developing people and stakeholder management, creating
and supporting organizational capabilities and culture, com-
munication (Asree et al. 2010; Trivellas and Reklitis 2014).
Wooten and James (2008). Leadership competencies are
vital for proper management of crisis due to several rea-
sons; they are needed to improve a decision-making strat-
egy and indorse prompt, operative procedures to overwhelm
the crisis while keeping mutual trust among the leader’s
teams and other stakeholders (James and Wooten 2010;
Thach 2012).

In order to be able to adjust to the quick changes and
any arising circumstances and to be able to influence and
manage people during crisis, leaders need to have several
competences which can be grouped under three categories:
competencies related to self-management, competencies
related to business management; and competencies related
to people management.

Previous research has concentrated on four key leader-
ship competencies important to crisis leadership: sense of
urgency; creativity and problem-solving skills, proper com-
munication and finally, crisis management and strong emo-
tional intelligence (Betancourt et al. 2017; Tubin 2017).

Leaders’ sense of urgency means that a leader is able
to feel and prioritize tasks according to its urgency and
importance which is vital for recognizing any evolving
crisis and responding by taking the action as necessary
(Betancourt et al. 2017; Kotter 2008); ; . Leaders must be
skillful enough to distinguish the sense of urgency required
through constant crisis management. Leaders with high
sense of urgency are able to prioritize and execute essential
responsibilities and daily jobs; constantly focusing on goal
achievement and finish of projects and activities also, it
allows leaders and their teams to follow the proper policies
and procedures according to organization related rules and
regulations. Moreover, it is required for facing different,
complex and uncertain risks, like possibility of a natural
disaster’s occurrence. In extended crises, the role of sense
of urgency might not be as effective as in the short term cri-
sis since it might be weakening due to other causes like the
leader’s personal insight of risk, which can be inaccurate or

defective in the case of some different kinds of risks (Then
and Loosemore 2006). Therefore, this is not an uncon-
nected factor as it is usually affected by other related factors
(Wisittigars and Siengthai 2019).

Leadership’s crisis management and emotional intelli-
gence acts a fundamental role during different phases of cri-
sis. Emotional intelligence allows team members to better
harmonize and have mutual understanding during the cri-
sis. Emotional intelligence is considered a way to motivate
team members to do their assigned tasks more efficiently
in order to face crisis arising issues (Holt and Wood 2017;
Macaleer and Shannon 2002). Emotional intelligence helps
leaders stay calm and adaptable to changes which means to
be more flexible; moreover it enables them to regulate their
own emotions to increase the team confidence and inspire
positive emotional reactions in all of them (Madera and
Smith 2009; Mahsud et al. 2010). Crisis management also
help leaders to respond promptly during significant disrup-
tive events which change the usual organization functioning
(Hiller et al. 2016).

Creativity and problem-solving competency have a
vital role throughout the crisis, leaders have to think in a
systematic way to promptly and logically take necessary
actions while dealing with the problems and make deci-
sions during the crisis to avoid repetitive negative impacts.
It is always significant to be thinking outside the box, being
creative and finding novel new solutions (Hiller et al. 2016).
Usually leaders with systematic skills are able to build up
new precautionary measures and capable to improve perfor-
mance creativity and novelty. Leaders who have high level
of problem-solving skills usually perform critical thinking
in reducing the negative conditions of the crisis by thinking
outside the box (Wisittigars and Siengthai 2019).

Proper communication is very essential, before and dur-
ing a crisis. Before a crisis it’s so important that the crisis
leaders understand and communicate timely and relevantly
about crisis planning by evaluating the risk and its possi-
ble impact and accordingly setting disaster recovery plan.
Communication permits leaders build up mutual trust
among the team members and improve their commitments
and sense of responsibility during crisis. Communication
has a correlation with the swiftness of decision-making and
taking necessary action. Moreover, leaders are required to
promptly address issues and delegate authorities and dis-
tribute roles and assignments among the team during the
crisis (Wisittigars and Siengthai 2019).

Upon the above discussion, herewith, the research we
will focus on is the effect of the four mentioned crisis lead-
ership competencies (a sense of urgency, crisis management
and strong emotional intelligence, creativity and problem-
solving skills and finally, proper communication) during the
crisis phases to most achieve the TQM success factor.
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TQM and Higher Education

Total quality management is a management theory meant
to improve customer satisfaction and to enhance organiza-
tional performance. TQM principles are newly introduced
and implemented in services like higher education in com-
parison with manufacturing sector which applied its prin-
ciple long back. The implementation of TQM principles
does not only result in impacting organizational structure
or administrative process and resources utilization but also
introduce changes to the basic values of business function.
Integrating the value of quality into the culture, philosophy
and organization identity is considered the initial step in
reforming and maintaining it in its operational environment
(Platis and Fragouli 2019).

TQM principles were introduced recently in HE due
to the increasing competitions among different HE insti-
tutes and due to the market demand. The implementation
of TQM in HE was initiated by US and UK due to the
same reason to satisfy different categories of stakehold-
ers (Bayraktar et al. 2008; Papanthymou and Darra 2017).
However, TQM implementation in the field of HE is not
widely applied in the developing countries, so it is not well
studied. Accordingly, the need of having more researches
about the effect of TQM success factors’ application in the
HE has emerged (Sousa and Voss 2001, 2008). Actually,
there are conflicting ideas and findings about the applica-
bility of TQM success factors in HE fields. Some authors
assume that TQM principles and values are suitable in the
manufacturing sector but not fitting the HE sectors due to
several reasons such as the lack of agreement on defining
the HEIs customers and the unique nature of academic pro-
cess in general. While some other authors believe that TQM
principles and values can be equally useful and imple-
mentable in both fields in the manufacturing sector and HE
sector. Those who believe that TQM can fit the HE are two
parties one who believes that all TQM values are equally
applicable in the HE field, while the other party believes
some TQM values are only supportive in the changing mod-
ern HE (Helms and Key 1994; Venkatraman 2007; Koch
and Fisher 1998; Houston 2007).

Some studies have concentrated on the most vital TQM
success factors like, Sanayei etal. (2008), Seetharaman
et al. (2006), Sila (2007) and Sila and Ebrahimpour (2002).
Sila and Ebrahimpour (2003) have found that Leadership
commitment customer focus, information and analysis,
human resources management, training, teamwork, supplier
management, strategic planning, employee involvement,,
process management, product and service design, process
control, benchmarking, continuous improvement, employee
satisfaction, employee empowerment, quality assurance,,
and social responsibility were the most common factors in
all these studies. Table 1 shows various TQM concepts from

some elaborative examples. This table displays the common
components in these studies such as (management commit-
ment, customer focus, and process management) but it also
shows that the critical success factors also vary across the
studies. The table shows that there is no harmony among
TQM success factors due to one possible reason that all
these studies were conducted in different environments and
various settings (Asif et al. 2013).

As shown in the below table, since environmental and
other setting related factors differ widely, it makes it diffi-
cult to generalize the research findings in terms of the effect
of TQM success factors in HE. This research is so spe-
cific, it focuses on a particular context (leadership during
crisis): The effect of the Crisis Leadership Competencies
on the TQM success factors (Leadership Performance,
Process control and Improvement, Employee Involvement,
Stakeholders Focus) in HE.

2 Research Problem and Conceptual
Framework

As indicated earlier the effect of the leadership competen-
cies in implementing the TQM component during crisis in
the higher education sector remains a rich area of explora-
tion and due to the urged need to further dig, many areas
were studied carefully. In this section the main question of
the research will be identified, the research hypotheses will
be formulated and structure module that describes the prob-
lem will be explained.

Research Problem and Objectives
Problem to be addressed:

The problem of the study is to understand the essential
leadership skills required for proper management of Quality
in the teaching learning process in the event of the crisis
situations by better understanding the roles of the employ-
ees and the stake holders. Thus, the study focuses on the
basic requirement to understand the leadership competen-
cies articulated along with the quality management and
value driven delivery of the academic system that needs to
be maintained during the crisis situations in institutions of
Higher learning.

UAE provides facility for excellent education from
diversified academic institutions across the globe. There
exits best of the educational institutions from across the
world like UK, US, India, Pakistan, Russia and to name
from many nations. Like all other professional institutions,
these academic institutions need authentic leadership which
can better benefit to the value of academics in terms of
quality education.
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Leadership is a direction that is provided to achieve bet-
ter outcomes for the institution based on the quality man-
agement systems. Academic Institutions are in the event of
transforming from traditional classroom education to net
based online classes, while not compromising on the quality
of the quality of the education. The emergence of the latest
system of technology-oriented practices is addressed posi-
tively and professionally in this study to meet the demand of
the situation, for everyone in the system may it be the man-
agement or the employee or the stake holder. The benefit of
the quality management system needs to be clearly identified
and well-organized to deliver quality academic requirements
as well to organize the facilities in terms of including fac-
ulty, infrastructure, administrative and student support etc.

The Crisis faced by the academic institutions is diver-
sified. This ranges from offering classes to the conduct of
the exams, conduct admissions and graduation events, offer
courses, establish academic schedules, conduct of exams,
review, faculty co-ordination, and all other academic related
activities. Considering this complexity of the academic sys-
tem, the study tries to address the Quality management in
delivery of the academics and the leadership concerns to be
addressed in the process. From this study, the researcher is
addressing the TQM and its influence in the crisis manage-
ment process and the need of leadership efficiencies in the
higher education sector.

Thus, the study looks into the basic research ques-
tion to understand the effect of leadership competencies
during crisis in the implementation of TOM concepts in
higher education sector. In the current context successful
TQM implementation is mainly affected by certain lead-
ership competencies during crisis management. Based on
the aforementioned research question the following are the
research objectives:

1. To identify the effective specific leadership competen-
cies during the crisis.

2. To identify the specific TQM success factors in the
higher education sector.

3. To explore the effect of the leadership competencies in
implementing TQM success factors during the crisis.

Based on the above discussions, the study focuses on the
following four leadership competencies during the cri-
sis phases that are considered to achieve the TQM success
factors:

1. Sense of urgency

2. Crisis management and strong emotional intelligence
3. Creativity and problem-solving skills and finally

4. Sensitivity of communication

From the further discussions, it can be noticed that the
most important TQM success factors to be addressed in the
higher education sector includes:

1. Leadership performance

2. Process control and Improvement
3. Employee Involvement

4. Stakeholders Focus

Hypotheses for the Study:

To investigate the type and the strength of the relationship
that reflect the effect of the leadership competencies dur-
ing crisis in the implementation of TQM success factors the
below hypotheses are introduced:

e HI: There exists a positive relationship between the
leader sense of urgency during the crisis and the imple-
mentation of the TQM success factors.

e H2: There exists a positive relationship between leader
emotional intelligence during the crisis and the imple-
mentation of the TQM success factors.

e H3: There exists a positive relationship between leader
creativity skills during the crisis and the implementation
of the TQM success factors.

e H4: There exists a positive relationship between leader
communication skills during the crisis and implementa-
tion of the TQM success factors.

Accordingly, the structure of the conceptual framework
illustrates the interrelationship between the two sets of vari-
ables is given in Fig. 1.

3 Methodology and Research Design

Population and Sample:—The population for the research
included all Universities accredited to the CAA and the
Ministry of Higher Education, UAE. From the above popu-
lation, the sample for the study was suitably fixed, based on
a set criterion namely more than five years in UAE as well
as with at least three programs each at the undergraduate,
and graduate level of education, and must have at least three
colleges under the University. It can be a public or a private
university.

Selection of Sample Size and Respondents for the
Study:—There are 76 Universities or academic institu-
tions accredited to CAA in UAE. The samples required
for the study were fixed from this population. Nearly 30



The Leadership Competencies During the Crisis in Aligning the TQM Success ... 27

Fig.1 The interrelationship
between the crisis leadership
competencies and the TQM
success factor

Crisis Leadership
Competencies

institutions fixing into the category were selected as the
sample for the study. The respondents to the study were
selected from these institutions, who are enjoying leader-
ship positions. The leadership positions included but not
limited to Vice Chancellor, Vice President, College Deans,
Associate Deans, Program Leaders, Course Co-ordinators
and other academic positions. Nearly 160 respondents were
identified, from which 125 respondents participated in the
study. From the responses received, 100 responses were
selected for the study for analysis and interpretation, as few
of the responses were incomplete or not clear.

Data Collection Process:—Data needed for the study
includes Primary and Secondary Data. The Primary data
needed for the study were collected from the primary
sources through questionnaires, as well as interview with
respondents. Validation of the questionnaire was done
through expert opinion, prior to the conduct of the study.
Interview was carried out after fixing prior appointments.
Qquestionnaires were distributed to the respondents, for the
collection of the primary data required for the study.

Tools for Data Collection:—The tools for the primary data
collection were questionnaires distributed through e-media
to reach them on time, which benefitted the respondents to
send their response without delay, which helped in proper
conduct of the study. The questionnaire constituted closed
ended questions covering questions based on the quality
management and leadership initiatives.

Secondary data for the study included extensive search
for historical data as available with the Universities, library
references and publications. Few published journals, arti-
cles, library references, previous files/records as available
and accessible with the respondents constituted as part of
secondary source of information.

Sense of urgency
Crisis management and
strong emotional intelligence
Creativity and problem-
solving skills
Sensitivity of
communication

TQM Success Factors

Leadership performance

Process control and
improvement

Employee involvement

Stakeholders focus

Data Analysis and Interpretation:—Data collected from
all relevant sources were analyzed and systematically
interpreted to arrive at a valid conclusion. The data col-
lected through the questionnaire included quantitative data.
Appropriate scientific as well as statistical data processing
technique as appropriate were used to provide a valid infor-
mation related to the study. Statistical techniques namely
ccorrelation regression analysis, multivariate analysis and
other related statistical tests were used for data analysis.
SPSS was used for data analysis (see Table 2).

Data Analysis

The present section explores the results of the survey which
were analyzed by SPSS.

Graphical analysis and descriptive statistics
We begin with the description of the sample with Fig. 2

Gender distribution table demonstrating the distribution by
gender (60% male and 40% female).

Table 2 List of the considered variables in the proposed model

Discerption Variables
Leadership performance TQM1
Process control and improvement TQM2
Employee involvement TQM3
Stakeholders focus TQM4
Sense of urgency CLCl1
Crisis management and strong emotional | CLC2
intelligence

Creativity and problem-solving skills CLC3
Sensitivity of communication CLC4




28

A. M. E. Din and A. Tharwat

100 responses
@ Female
@ Male
Fig.2 Gender distribution
Gender
Frequency |Percent | Valid percent | Cumulative
percent
Valid | 1.00 | 60 60.0 60.0 60.0
2.00 | 40 40.0 40.0 100.0
Total | 100 100.0 100.0

Secondly in the description of the sample with Fig. 3 is
the age of the respondents.

Age
Frequency |Percent | Valid percent | Cumulative
percent
1.00 2 2.0 2.0 2.0
Valid | 2.00 14 14.0 14.0 16.0
3.00 | 53 53.0 53.0 69.0
4.00 | 25 25.0 25.0 94.0
5.00 6 6.0 6.0 100.0
Total | 100 100.0 100.0

In terms of years of experience, the Fig. 4 illustrate that
a majority of the respondents have been present in their

100 responses

Fig.3 Age of the respondents

® <20

@ 20- <30
© 30-<40
@ 40<50
@ 50 or more

100 responses

@ <2years

@2 <4

®4-<6

@ 6 years or more

Fig.4 Year of experience

universities in the range of 6 years and more. Hence, they
are considerably experienced both possible in managerial
positions and other stakeholders who witness the effect
of leadership competencies alignment with TQM success
factors.

Association and year of experience

Frequency | Percent | Valid percent | Cumulative
percent
Valid | 1.00 11 11.0 11.0 11.0
200 | 25 25.0 25.0 36.0
3.00 | 26 26.0 26.0 62.0
4.00 38 38.0 38.0 100.0
Total | 100 100.0 100.0

In terms of association Fig. 5 give the position in the
university, and it’s interesting to note that a majority of
respondents were in the senior administrator and as staff
closely followed by those in senior management positions.
Hence the sample is well experienced with management’s
role and function in the context of crisis management. This
is illustrated in the below figure.

100 responses

@ Student

@ Staff

@ Faculty

@ Senior Administrator

@ Academic Administrator
@ Community Member

@ Employer

Fig.5 Position in the university
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100 responses

@ High School

@ Associate Degree

@ Bachelor's degree

@ Master degree

@ Doctorate or Post- Doctorate degree

g @ Option 4

44%

Fig.6 Level of education

Position
Frequency | Percent | Valid percent | Cumulative
percent

Valid | 1.00 | 21 21.0 21.0 21.0
2.00 | 21 21.0 21.0 42.0
3.00 6 6.0 6.0 48.0
400 | 25 25.0 25.0 73.0
5.00 9.0 9.0 82.0
6.00 4.0 4.0 86.0
7.00 14 14.0 14.0 100.0
Total | 100 100.0 100.0

In terms of education Fig. 6 indicate that a majority n of
respondents hold graduate degrees (i.e. master’s degrees or
higher).

Education
Frequency | Percent | Valid percent | Cumulative
percent
Valid | 1.00 4 4.0 4.0 4.0
2.00 | 45 45.0 45.0 49.0
3.00 | 30 30.0 30.0 79.0
400 | 21 21.0 21.0 100.0
Total | 100 100.0 100.0
Cronbach Alpha for reliability test
TOM Reliability Test:
TQMI reliability statistics
Cronbach’s alpha N of items
0.972 36

RELIABILITY
/VARIABLES = TQM11 TQM12 TQM13 TQM14

/SCALE (‘ALL VARIABLES’) ALL
/MODEL =ALPHA

TQM2 reliability statistics

Cronbach’s alpha N of items

0.830 4

RELIABILITY

/VARIABLES =TQM21 TQM22 TQM23 TQM24
/SCALE (‘ALL VARIABLES’) ALL

/MODEL =ALPHA

TQM3 reliability statistics

N of items
0.765 4

Cronbach’s alpha

RELIABILITY
/VARIABLES = TQM31 TQM32 TQM33 TQM34
/SCALE (‘ALL VARIABLES’) ALL

/MODEL = ALPHA

TQM4 reliability statistics

Cronbach’s alpha N of items

0.831 4

RELIABILITY

/VARIABLES =TQM41 TQM42 TQM43 TQM44
/SCALE (‘ALL VARIABLES’) ALL

/MODEL =ALPHA

TQM reliability statistics

N of items
0.872 5

Cronbach’s alpha

RELIABILITY

/VARIABLES =TQM1 TQM2 TQM3 TQM4
/SCALE (‘ALL VARIABLES’) ALL
/MODEL =ALPHA

CLC Reliability Test:

CLC1 reliability statistics

Cronbach’s alpha N of items

0.775 4

RELIABILITY

/VARIABLES =CLC11 CLC12 CLC13 CLC14 CLC15
/SCALE (‘ALL VARIABLES’) ALL

/MODEL =ALPHA
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CLC?2 reliability statistics

Cronbach’s alpha N of items
0.794 5
RELIABILITY

/VARIABLES =CLC21 CLC22 CLC23 CLC24 CLC25
/SCALE (‘ALL VARIABLES’) ALL
/MODEL =ALPHA

CLC3 reliability statistics

Cronbach’s alpha N of items
0.879 5
RELIABILITY

/VARIABLES =CLC31 CLC32 CLC33 CLC34 CLC35
/SCALE (‘ALL VARIABLES’) ALL
/MODEL =ALPHA

CLC4 reliability statistics

Cronbach’s alpha N of items
0.865 5
RELIABILITY

/VARIABLES =CLC41 CLC42 CLC43 CLC44 CLC45
/SCALE (‘ALL VARIABLES’) ALL
/MODEL =ALPHA

CLC reliability statistics

Cronbach’s alpha N of items
0.925 4
RELIABILITY

/VARIABLES =CLC1 CLC2 CLC3 CLC4
/SCALE (‘ALL VARIABLES’) ALL
/MODEL =ALPHA

The extent to which a set of items in a group are related
thereby demonstrating internal consistency is measured by
the Cronbach Alpha score. The Cronbach alpha score is at
0.70 implying an acceptable degree of internal consistency.
Looking more closely to the above results of Cronbach
alpha we can see that the minimum value is 0.765 which
indicates that the internal consistency for both the TQM
components collected answers and the CLC components
collected answers are acceptable.

5-3 Normality Test of the Data (Kolmogorov—Smirnov
normality test)

5-3-1 univariate normality test

Expected Normal Value

Expected Normal Value

5.5

5.0

4.5

4.0

35

3.0

Normal Q-Q Plot of TQM2

2.5

Observed Value

Normal Q-Q Plot of TQM1

Observed Value
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Expected Normal Value

Expected Normal Value

Normal Q-Q Plot of TQM3

5
4
3
L ]

2

1 2 3 4

Observed Value
] Normal Q-Q Plot of TQM4
5
4
3
[ ]
L ]

2

1 2 3 4

Observed Value

Expected Normal Value

Expected Normal Value

Normal Q-Q Plot of CLC1

5.5
5.0
4.5
4.0
35
3.0 ~
[ ]
25
2 3 4 5
Observed Value

Normal Q-Q Plot of CLC2
5
4
3

[ ]
2y
1 2 3 4 5 6

Observed Value
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. Normal Q-Q Plot of CLC3 Multivariate normality test
The following graphs represent the results of the multivari-
ate normality test for each dependent variable with all inde-
pendent variables.
@ . Normal P-P Plot of Regression Standardized Residual
8 » Dependent Variable: TQM1
- v
£
g 4
T 0.8
i
b K
b % 0.6
=
o U
i 3
= 0.4
: g
1 2 3 4 5 6 ]
Observed Value
0.2
] Normal Q-Q Plot of CLC4
0.0
0.0 0.2 0.4 0.6 0.8 1.0
Observed Cum Prob
5
g Normal P-P Plot of Regression Standardized Residual
_5': i Dependent Variable: TQM2
= v
£
g 4
E 0.8
&
a
3 £
0.6
g
* Y
o 3
2 i 0.4
1 2 3 4 5 6
o
Observed Value
0.2
In general, the Q-Q plot reflects the normality of the
investigated variables. If the residuals fall along the straight
line at a 45-degree angle, after which the residuals are 0.0
o . ) 0.0 0.2 0.4 0.6 0.8 1.0
almost normally distributed. It is noticed from the above
Observed Cum Prob

graphs all the residuals tend to deviated from straight lines
specially at the tail ends and the some cases in head ends
which may indicate that they are not normally distributed.
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Normal P-P Plot of Regression Standardized Residual
Dependent Variable: TQM3

Expected Cum Prob

Normal P-P Plot of Regression Standardized Residual

Expected Cum Prob

1.0

0.8

0.6

0.4

0.2

1.0

0.8

0.6

0.4

0.2

0.2

0.4 0.6

Observed Cum Prob

Dependent Variable: TQOM4

0.8

1.0

0.2

04 0.6

Observed Cum Prob

0.8

1.0

In general, the P-P plot reflects the normality of the
investigated distribution. If the residuals fall along the
straight line at a 45-degree angle, then the residuals are
almost normally distributed. It is noticed from the above
graphs all the residuals are distributed along the straight
line.

Multicollinearity test VIF and tolerance:

Coefficients?

Model Correlations | Collinearity statistics
Part Tolerance VIF
1 (Constant)
LDI 0.074 0.297 3.368
LD2 0.154 0.273 3.659
LD3 0.149 0.163 6.122
LD4 0.042 0.185 5.403

Tolerance is a useful tool for diagnosing multicollinear-
ity, which happens when variables are too closely related.
These reported tolerance levels are sometimes called
the tolerance statistics. Tolerance is associated with each
independent variable and ranges from O to 1, while the
Variance Inflation Factor (VIF) ranges from 1 to 10 but If
the value of tolerance is less than 0.15 and, simultaneously,
the value of VIF 8 and above, then the multicollinearity
is problematic It is noticed in the above table that all the
obtained values for the tolerance are greater than 0.15 and
for VIF are less than 8 which indicates there is no collinear-
ity between the independent variables.
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Factor Analysis:

Correlation matrix®

TQM1 TQM2 TQM3 TQM4 CLC1 CLC2 CLC3 CLC4
Correlation TQM1 1.000 0.720 0.741 0.746 0.732 0.785 0.813 0.771
TQM2 0.720 1.000 0.724 0.837 0.751 0.724 0.758 0.769
TQM3 0.741 0.724 1.000 0.790 0.713 0.821 0.779 0.775
TQM4 0.746 0.837 0.790 1.000 0.700 0.746 0.696 0.727
CLCl1 0.732 0.751 0.713 0.700 1.000 0.740 0.806 0.816
CLC2 0.785 0.724 0.821 0.746 0.740 1.000 0.840 0.801
CLC3 0.813 0.758 0.779 0.696 0.806 0.840 1.000 0.882
CLC4 0.771 0.769 0.775 0.727 0.816 0.801 0.882 1.000
Sig. (1-tailed) TQM1 0.000 0.000 0.000 0.000 0.000 0.000 0.000
TQM2 0.000 0.000 0.000 0.000 0.000 0.000 0.000
TQM3 0.000 0.000 0.000 0.000 0.000 0.000 0.000
TQM4 0.000 0.000 0.000 0.000 0.000 0.000 0.000
CLCl1 0.000 0.000 0.000 0.000 0.000 0.000 0.000
CLC2 0.000 0.000 0.000 0.000 0.000 0.000 0.000
CLC3 0.000 0.000 0.000 0.000 0.000 0.000 0.000
CLC4 0.000 0.000 0.000 0.000 0.000 0.000 0.000

a. Determinant=9.97E-005

Based on the obtained to Correlation Matrix there is no pair g and bartlett’s test

of values having a value less than 0.5, so it 1s. not recom- Kaiser-Meyer—Olkin measure of sampling adequacy 0.929
mended to drop any of them from the analysis and there - ;

. . . Bartlett’s test of sphericity Approx. chi-square | 879.892
is no need to repeat the factor analysis with less number

of variables. Since the values on the left and right side of bt 28

the diagonal in the table below all are zeros it indicates the Sig. 0.000

goodness of the model.
KMO test measures of sampling adequacy indicates

the proportion of variance in the used variables that may
be caused by underlying factors. From the above table the
KMO value is 0.92 which indicates that the factor analysis
might be helpful for our study.
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Partial Correlations for CLC:
Correlations
Control variables CLC1 CLC2 CLC3 CLC4 TQM1 TQM2 TQM3 TQM4
CLC CLC1 Correlation 1.000 —0.457 —0.324 —0.169 —0.060 0.118 —0.131 0.035
Significance 0.000 0.001 0.095 0.558 0.244 0.198 0.728
(2-tailed)
Df 0 97 97 97 97 97 97 97
CLC2 Correlation —0.457 1.000 —0.315 —0.515 0.063 —0.082 0.241 0.136
Significance 0.000 0.002 0.000 0.533 0.420 0.016 0.181
(2-tailed)
Df 97 0 97 97 97 97 97 97
CLC3 Correlation —0.324 —0.315 1.000 —0.173 0.091 —0.064 —0.105 —0.215
Significance 0.001 0.002 0.087 0.370 0.528 0.301 0.032
(2-tailed)
Df 97 97 0 97 97 97 97 97
CLC4 Correlation —0.169 —0.515 —0.173 1.000 —0.103 0.040 —0.075 —0.014
Significance 0.095 0.000 0.087 0.312 0.695 0.459 0.893
(2-tailed)
df 97 97 97 0 97 97 97 97
TQM1 Correlation —0.060 0.063 0.091 —0.103 1.000 0.137 0.135 0.283
Significance 0.558 0.533 0.370 0.312 0.175 0.183 0.005
(2-tailed)
df 97 97 97 97 0 97 97 97
TQM2 Correlation 0.118 —0.082 —0.064 0.040 0.137 1.000 0.153 0.567
Significance 0.244 0.420 0.528 0.695 0.175 0.132 0.000
(2-tailed)
df 97 97 97 97 97 0 97 97
TQM3 Correlation —0.131 0.241 —0.105 —0.075 0.135 0.153 1.000 0.411
Significance 0.198 0.016 0.301 0.459 0.183 0.132 0.000
(2-tailed)
df 97 97 97 97 97 97 0 97
TQM4 Correlation 0.035 0.136 —0.215 —0.014 0.283 0.567 0.411 1.000
Significance 0.728 0.181 0.032 0.893 0.005 0.000 0.000
(2-tailed)
df 97 97 97 97 97 97 97 0

From the above table we can see that with the high-

lighted correlations there is a significant level of confidence

with the t-tests indicating that there is a positive/negative

correlation between TQM and CLC. Additionally, the above

table demonstrates positive correlations like CLC2 and
TQM3 and some other cases. Similarly, there are negative

correlations like CLC2 and TQM4 and some other cases.
Based on these results a regression test was conducted to

further investigate the strength of the relationship between

the independent and dependent variables.

Regression Analysis and Correlation

Regression/Correlations for TOM1

a. Dependent Variable: TQM 1
b. Predictors: (Constant), CLC1, CLC2, CLC3, CLC4

Model summary

Model

R

R square

Adjusted R square

Std. error of the
estimate

0.812%

0.659

0.644

0.31787
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ANOVA? Coefficients®
Model Sum of Df | Mean F Sig. Model Unstandardized | Standardized |t Sig
squares square coefficients coefficients
1 Regression | 18.519 4 14.630 45.822 |0.000" B Std. Beta
Residual | 9.599 95 10.101 error
Total 28118 99 1 (Constant) | —0.255 | 0.268 —0.95310.343
CLC1 0.359 10.093 |0.328 3.877/0.000
Coefficients?® CLC2 0.164 |0.122 | 0.131 1.347/0.181
Model Unstandardized | Standardized | t Sig. CLC3 0.477 10.093 |0.463 5.128 1 0.000
coefficients coefficients CLC4 0.029 | 0.120 |0.026 0.24210.810
B Std. Beta
error In terms of the relationship between TQM2 as the depend-
1 (Constant) | 1.177 1 0.222 5.295 [0.000  ent variable and CLC1, CLC2, CLC3 and CLC4 as inde-
CLCl 0.236 |0.077 |0.305 3.077 |0.003  pendent variables, the correlation shows a strong significant
CLC2 0358 | 0.101 | 0.404 3546 |0.001 relationship R=0.867, in addition the independent vari-
CLC3 0171 0077 | 0.234 2213 0029 ables explain 75% of TQM2 (R* = 0.752). From the table
cLCA 0039 10.099 | —0.051 0,396 0.693 above we can see that there is a significant relationship

In terms of the relationship between TQMI1 as the depend-
ent variable and CLC1, CLC2, CLC3, and CLC4 as inde-
pendent variables, the correlation shows a strong significant
relationship R=0.812, in addition the independent vari-
ables explain 66% of TQMI1(R?> = 0.659). From the table
above we can see that there is a significant relationship
between the dependent variable TQM1 and the independent
variables CLC1 with a B value of 0.236, CLC2 with a B
value of 0.358, CLC3 with a B value of 0.171 and CLC4
with B value of —0.039. The B values for CLC1, CLC2 and
CLC3 are significant with P less than 0.05, however the P
value for CLC4 is greater than 0.05.

Regression/Correlations for TOM2

a. Dependent Variable: TQM2
b. Predictors: (Constant), CLC1, CLC2, CLC3, CLC4

Model summary

Model |R R square | Adjusted R square | Std. error of the
estimate

1 0.867* 0.752 0.741 0.38347

ANOVA?

Model Sum of df | Mean F Sig.

squares square

1 Regression |42.294 4 110.573 71.903 | 0.000P
Residual | 13.970 95 10.147
Total 56.264 99

between the dependent variable TQM?2 and the independent
variables CLC1 with a B value of 0.359, CLC2 with a B
value of 0.164, CLC3 with a B value of 0.477 and CLC4
with B value of 0.029. the B values for CLC1 and CLC3 are
significant with P less than 0.05, however the P value for
CLC2 and CLC4 are greater than 0.05.

Regression/Correlations for TOM3

a. Dependent Variable: TQM3
b. Predictors: (Constant), CLC1, CLC2, CLC3, CLC4

Model summary

Model |R R square | Adjusted R square | Std. error of the
estimate

1 0.876* |0.767 0.757 0.34319

ANOVA?

Model Sum of df | Mean F Sig.

squares square

Regression | 36.789 4 19.197 78.087 | 0.000°
Residual | 11.189 95 |0.118
Total 47.978 99




The Leadership Competencies During the Crisis in Aligning the TQM Success ... 37

Coefficients® Coefficients®
Model Unstandardized | Standardized |t Sig Model Unstandardized | Standardized |t Sig.
coefficients coefficients coefficients coefficients
B Std. Beta B Std. Beta
Error error
1 (Constant) | —0.028 | 0.240 —0.11810.906 1 (Constant) | 0.127 | 0.256 0.497 0.621
CLCl1 0.466 | 0.083 | 0.460 5.614|0.000 CLC1 0.321 0.088 |0.321 3.627 | 0.000
CLC2 0.417 10.109 |0.360 3.819/0.000 CLC2 0413 [0.116 |0.361 3.552 10.001
CLC3 0.346 | 0.083 | 0.364 4.163 1 0.000 CLC3 0.323 1 0.089 |0.343 3.638 | 0.000
CLC4 —0.239 10.107 | —0.236 —2.229/0.028 CLC4 —0.085 10.114 | —0.085 —0.748 | 0.456

In terms of the relationship between TQM3 as the depend-
ent variable and CLC1, T CLC2, CLC3 and CLC4 as inde-
pendent variables, the correlation shows a strong significant
relationship R=0.876, in addition the independent vari-
ables explain 77% of TQM3(R?> = 0.767). From the table
above we can see that there is a significant relationship
between the dependent variable TQM1 and the independent
variables CLC1 with a B value of 0.466, CLC2 with a B
value of 0.417, CLC3 with a B value of 0.346 and CLC4
with B value of —0.239. The B values for CLC1, CLC2,
CLC3 and CLCH4 are significant with P less than 0.05.

Regression/Correlations for CLC 4

a. Dependent Variable: TQM4
b. Predictors: (Constant), CLC1, CLC2, CLC3, CLC4

Model summary

Model |R R square | Adjusted R square | Std. error of the
estimate

1 0.854* 10.729 0.717 0.36590

ANOVA®?

Model Sum of df | Mean F Sig.

squares square

1 Regression | 34.163 4 |8.541 63.793 | 0.000°
Residual 12.719 95 10.134
Total 46.882 99

In terms of the relationship between TQM4 as the depend-
ent variable and CLC1, CLC2, CLC3 and CLC4 as inde-
pendent variables, the correlation shows a strong significant
relationship R=0.854, in addition the independent vari-
ables explain 73% of TQM4(R? = 0.729). From the table
above we can see that there is a significant relationship
between the dependent variable TQM4 and the independent
variables CLC1 with a B value of 0.321, CLC2 with a B
value of 0.413, CLC3 with a B value of 0.323 and CLC4
with B value of —0.085. The B values for CLC1, CLC2 and
CLC3 are significant with P less than 0.05, however the P
value for CLC4 is greater than 0.05.

4 Discussion

The results of the study reveal that there is a significant
relationship between leadership competencies during cri-
sis and the implementation of TQM concepts in the higher
education sector. It is essential also to confirm that certain
leadership competencies during crises management includ-
ing (sense of urgency, crisis management and strong emo-
tional intelligence, creativity and problem-solving skills and
finally, proper communication) have a huge effect on higher
education institutes through proper application of TQM
principles in higher education.

Each leadership competency has its own effect on the
implementation of TQM principles. Therefore, it was
noticed that TQM1, TQM2 and TQM3 have positive
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regression with the selected crisis leadership competen-
cies in higher education. However, the fourth component of
the TQM success factor TQM4 has a negative correlation.
According to the results received through the collected data
from the distributed survey, it was found that the contribu-
tion of the leadership during the crisis toward involving
the stakeholders did not support the implementation of the
TQM success factors as expected.

According to correlation analysis its observed that the
relationship between CLC components as independent
variables and TQM components as dependent variables are
strongly correlated with R values between 0.812 and 0.876,
in addition the independent variables explain between 66
and 77% (R? values between 0.659 and 0.767) which sup-
ports the main motivation of the research and supports the
assumption that leadership competencies during crisis
directly affect the implementation of TQM success factors.

Cronbach alpha values show that the minimum value is
0.765 which indicates that the internal consistency for both
the TQM components collected answers and the CLC compo-
nents collected answers are acceptable. It is noticed from Q-Q
plot all the residuals tend to deviate from the straight lines
which may indicate that they are not normally distributed.

The results obtained from the above discussion are
anticipated; indicating to the literature review leadership
competencies during crisis have a direct effect on the imple-
mentation of TQM success factors to achieve the organiza-
tion goals.

Limitations of the study:

The event of the crisis is unexpected. Hence the institutions
were never prepared to face the same. It is the inevitable
situation which made all organisations to be prepared to
face the same diligently. Since the preparedness happened
all of a sudden and all institutions tried to understand the
same to its best possible manner, no one in the system
was ready to address the negative instances or incidents
as they believe might affect the institution. In addition,
the reluctance of the respondents/or people to invest time
and energy in better efforts stood as another difficulty in
proper implantation of the Quality efforts in the academic
institutions.

Expected future research from the study:

The study had basic focus on the leadership competen-
cies during the crisis in aligning the TQM success factors
in the higher education sector. The study was based on the
four-quality management perspective namely leadership
performance, process control and improvement, employee
involvement and stakeholder focus. The study can better
benefit in developing on each of the above pillars of the

quality management process and enable the growth of the
academic sector, without compromising on the quality of
implantation of the teaching learning process.

5 Conclusion

The present research investigated the effect of the leader-
ship competencies in implementing the TQM components
during crisis in the higher education sector. More specifi-
cally the aim was to identify the effective specific leader-
ship competencies during the crisis, the specific TQM
success factors in the higher education sector and to explore
the effect of the leadership competencies in implementing
TQM success factors during the crisis. According to the
results received through the collected data from the distrib-
uted survey, it was found that the contribution of the lead-
ership during the crisis toward leadership performance,
Process control and Improvement, Employee Involvement
are positively affect the implementation of the TQM suc-
cess factors, while involving the stakeholders did not sup-
port this implementation as expected. The relationship
between CLC components (Sense of urgency, Crisis man-
agement and strong emotional intelligence, Creativity and
problem-solving skills and, Sensitivity of communication)
as independent variables and TQM components (Leadership
performance, Process control and Improvement, Employee
Involvement, and Stakeholders Focus) as dependent vari-
ables are strongly correlated and supports the main moti-
vation of the research and supports the assumption that
leadership competencies during crisis directly affect the
implementation of TQM success factors. It’s important to
assert that it has contributed a window into an area that is
under-investigated with potentially useful implications for
researchers and practitioners alike.
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Abstract

Media and news outlets have the innate ability to con-
vey certain messages that are packaged to various demo-
graphic audiences in order to manipulate or reaffirm the
standing dogmas in regard to current global events. This
paper analyses the profound innovation in social media
such as ‘shock value’ news and its impact on millen-
nial generation. Employing quantitative and qualitative
methodology, the research uses the cross-case exami-
nation between the frequency of ‘shock value’ sememe
and the connotations they hold. Based on the content
and semiotic analysis, it was found that not only the
use of shocking motifs within daily global news have a
significant impact on millennial audiences, but the fre-
quency at which it is delivered may contribute to the
notion of Millennials being ‘lost’ and ‘existential’. The
study reveals the correlation between Millennials’ media
portrayals and millennial existentialism. The findings
of the study provide a platform for discourse and cor-
roboration to the new theoretical process of ‘Millennial
Existentialism’ and propose a new paradigm for social
media managers with regard to contemporary society.
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1 Introduction

Shocking stories and visuals that are perpetrated by news
outlets may offer an unconventional perception on news
events within the contemporary time frame of the twenty-
first century. However, some audiences may unequivocally
view certain reportages of stories as unorthodox. This can
be evaluated through the analysis of the coverage of shock-
ing events such as the September 11th incident (2001), the
Japanese Earthquake and Tsunami of 2011 and the Syrian
Civil War (since 2012). As Seaton (2003, p. 46) states “nor-
mality broken by violence is always poignant”, this garners
mass audience attention. However, within the new millen-
nia, the overabundance of these shocking depictions may
have inoculated individual audiences to lack “true com-
passion” (Hoijer 2004, p. 514), possibly as a result of the
influence power of the media in its coverage of lugubrious
global events. Moreover, various theorists have deliberated
the innumerable ways in which agencies in the mediatic
paradigm have the ability to influence audience observa-
tions, ideologies and routines (Dayan and Katz 1994, p. 5).
Notwithstanding the notion that the “production of meaning
through texts...illuminate[s] the relationship between media
and society” (Burton 2010, p. 44), the encapsulation of
news for audience acuity can elevate ‘shocking’ reportages
to a platform of discourse. Though a myriad of motives
lying behind the reasoning of such delivered information,
albeit to garner mass audience attention for capitalist, edu-
cational or cautionary purposes, is inherent to acknowl-
edge the mass media’s subconscious authoritarianism over
the public sphere. Through this, not only does the use of
shocking motifs within daily global news have a signifi-
cant impact on audiences, but the frequency at which it is
delivered may contribute to the notion of Millennials being
“lost” (SuccessStory 2018) and ‘existential’.

In corroboration to this, an aspect of existentialist philos-
ophy dictates that the disclosure of shocking news events,
that illustrate human suffering, may precondition audiences
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to question their “phenomenon of being” (Sartre cited in
Flynn 2006, p. 7) as a result of “the continual exposure to
mass media” (Barnes 1968, p. 170). Furthermore, individu-
als among target audiences may experience existentialist
perceptions on society that may emerge due to the continual
exposure to the reportage of dramatic events over the course
of 17 years. This can precondition mediatic perceptions of
Millennials as ‘apathetic’, thus possibly ‘falsely portray-
ing’ the age-group as “bored and selfish” (Kaklamanidou
and Tally 2014, p. 3). However, this media representation is
arguable as Millennials are stratified as a ‘Hero’ generation
“because they resolve that crisis” (Howe cited in Mauldin
2016) depicted in global media events. Thus, it can be sug-
gested that these portrayals of the discussed generation may
be due to their growth and acclimatisation within an envi-
ronment oversaturated by ‘shock value’ news that result in
the media’s incongruous understanding of Millennials.

The research question of the present study is: What
is the influence of ‘shocking value’ news on Millennial
Existentialism in correlation to the portrayal of Millennials
in the media?

To address this question we have explored the theoretical
‘influence power’ of the media in delivering an abundance
of ‘shock value’ news and Millennial mediatic portrayals as
apathetic and an intolerant demographic in regard to com-
passion. Incorporating quantitative and qualitative research
methods, and using the data gathered through the cross-
case examination between the frequency of ‘shock value’
semes (Stokes 2003, p. 24) and the connotations they hold,
we have evaluated news events among various media texts.
Given acclimatisation to technological advancements and
access to a variety of sources on disastrous events, the cur-
rent research has taken the step of addressing the knowl-
edge gap identified in the literature in regard to the adverse
effect of shocking value news on Howe and Strauss’s ‘Hero’
generation (Mauldin 2016) that experiences an existentialist
outlook, and therefore, owing to their “fictional representa-
tions” (Kaklamanidou and Tally 2014, p. 6). Based on polit-
ical and sociological agendas of media outlets to “get inside
the collective public mind” (Soules 2015, p. 12) through
negatively sensationalist coverage, the purpose of this study
is to provide a platform on which global and local media
agencies may incrementally innovate a different mechanism
or model to attract viewership while maintaining empathy
and news longevity.

2 Literature Review

Using a variety of sources within the chosen domain, this
article strives to reach a judgment which can offer a per-
spective on the extent that ‘shock news’ has an influence on

the Millennial existentialist ideology in an inverse correla-
tion to their portrayal within the media.

2.1 Influential Power of the Media

The magnitude of impact that international media outlets
have on the deliverance of transnational news stories may
be justifiable through the analysis of current criticisms
regarding the notion. Clausen (2003, p. 60) states that
news agencies “manage meaning and the interpretations of
events...they are powerful actors in the creation of social
knowledge”. This is corroborated by McLuhan (cited in
Soules 2015, p. 12) who suggests the influence of media
outlets “assist the public to observe consciously the drama
which is intended to operate upon it unconsciously”.
Thus, it is tangible to propose that media-related corpora-
tions, though perceived to be unbiased, are suggested to
manage the construction of social conventions and ideolo-
gies within various strata, in relation to not only shocking
events, but portrayals of certain societal demographics
such as Millennials. However, this suggestion is margin-
ally opposed by Burton (2010, p. 84) who advocates that
“it is also difficult to define or prove this influence”. This
is refuted by the notion that a plethora of analysis, into the
ways in which the mass media garners influence over its
audiences, has been undertaken.

This is further supported by the statements that outlets
“acknowledge emotions as an important motivation for
watching news” and that to “negotiate a story successfully
depends on their ability to ‘frame’ international informa-
tion” (Clausen 2003, pp. 76-83). This is further justified
by Le Bon (cited in Soules 2015, p. 50) who states, “the
most persuasive words and images are often...prone to
deceptive abstraction and mystification” among global
news events. While McLuhan and Le Bon offer a ration-
alisation to Clausen’s perspective on the influence power
of the media, it is this influence that is not only acquired
through the ‘framing’ of certain news stories, but the inoc-
ulative traits that certain reportages may contain (Burton
2010, p. 102). This suggests that not only are international
media occurrences “cognitively engaging and immersive,
especially when they embed a moral, myth or belief salient
to audiences” (Soules 2015, p. 34), but when used to pack-
age and release “‘shocking’ subject matter which arouses
intense emotional responses” (Barker 2013, p. 204). It is
tangible to support that media management measures and
judges the perceived newsworthyness of events based
on what they imagine their audiences find newsworthy
(Bednarek 2016) and use it as the power of influence that
the media retains to induce the notion of ‘compassion
fatigue’.
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2.2 ‘Shock Value’ News Theory
When analysing the discourse around the reportage of global
events, that are depicted with shocking imagery or lexis, it
may be important to consider the ways in which these depic-
tions are manipulated or, to an extent raw, to accommodate
or refute audience ideologies that can impact the portrayal of
various aspects in society. While Barker (2013, p. 200) men-
tions that “shocking images can always find a receptive mar-
ket”, this may prove counterproductive in allowing mediatic
institutions to “evoke a renewal of loyalty to the society and
its legitimate authority” (Dayan and Katz 1994, p. 9). It can
be suggested that shocking news and imagery overabun-
dance stagnates viewer response and thus, can cause a pos-
sible aversion to a media outlet due to compassion fatigue.
Notwithstanding this, Gowing (2003, p. 231) acknowledges
that the “significant changes in covering conflict...because
of the overwhelming nature of what happened on 9/11”
aroused a “pivotal moment in news coverage, [where] 9/11
was the most graphic example of a trend”. Thus, it can be
corroborated that, with the arrival into a new millennium,
and the change in which news agencies report events in an
unfiltered and shocking manner, the “contrast between com-
fort” of the audience’s surroundings and the “horror” viewed
on television screens (Seaton 2003, p. 46) or digital plat-
forms may impact an audience’s philosophical dogma.
Hence, this notion is prominent in supporting the theory of
the way shock news may affect individual thinking. Benjamin
(cited in Barker 2013, p. 200) further extends this discourse
by stating broadcasters ‘“convert not just human misery but
also the struggle against it into an object of consumption”.
Though Seaton (2003, p. 54) argues that “if the news pleases
us too much it may fail to alert us properly”, Benjamin’s
statement revokes this dispute as media agencies may lack
equilibrium in the coverage of emotionally disruptive and
non-disruptive news stories. This can be furthered into a
discussion regarding how certain exposure to media events
may not only ‘shock’ audiences but can “exploit them” as
“the ‘moral responsibilities of practitioners...and the ‘rights’
of viewers” are “mutable parts of a greater sum of capital
arrangements” (Barker 2013, p. 204). Owing to this, exten-
sive theoretical observations of the portrayal of Millennials
in society may be deliberated to have a connection on how
shocking news may catalyse existential thought in the respec-
tive demographic generation, thus possibly depicting the age
group in an inaccurate falsehood within the media.

2.3 Millennials and the Media

As a cohort, Millennials seem to be suspected of retaining
characteristics dissimilar to those of preceding generations.

This is comprehensive in the way in which these individuals
interact and react with illustrations of news events and their
generational representation within the mediatic paradigm.
Subramanian (2014) debates “the spectre of 9/11...has
turned into a more frightening reality” (p. 76). This in turn
corroborates to the Millennial generation’s development in
a media environment that tends to expend graphic imagery
and stories “for the sake of circulation” (Barker 2013, p.
197). Given that media pays close attention to the habits of
news consumers it becomes obvious that the editorial prior-
itisations promote news stories dealing with themes influ-
enced by statistics for news sharing (Kalsnes and Larsson
2018). Therefore, it can be evaluated that Millennials have
been under the exposure of ‘shock value’ agendas through-
out the progression of their lives, which may have inad-
vertently affected their philosophical outlook. This may
have exacerbated the “ubiquitous detractions levelled at
Millennials” as “lazy” within the media (Casey 2016).
Moreover, Gitlin (cited in Kaklamanidou and Tally 2014,
p- 4) supports the concept that the “torrent of images and
sounds overwhelms our [Millennials’] lives”. Hence, with
Gitlin’s statement, Millennial responses to ‘shock value’
news and media can be argued to be a defensive response
to the “pressure” (Coomes and De Bard 2004, p. 93) faced
as a “hero generation...during a time of crisis” (Mauldin
2016) when exposed to shock-worthy news that they have
no control over.

Therefore, it is possible to assume that the mythic
depictions of Millennials as lackadaisical may be a “fic-
tional representation” (Kaklamanidou and Tally 2014,
p- 6). Accordingly, their perceived apathy may be a result
of ‘compassion fatigue’, taking into consideration the
Millennials’ exposure and upbringing in a graphically
‘shock value’ media environment, which has transgressed
into a philosophical thought process of existentialism.
Though Casey (2016) states “journalists love to...make
generalisations” when characterising the Millennial gen-
eration, this may be due to the media’s uninformed under-
standing of how the use of sensationalism and shock, when
delivering news stories, can influence the generation toward
an existentialist stance.

24 Existentialism

When combining media and philosophical concepts into a
single paradigm, the basis of evaluations and judgements
may be forged through a theoretical approach. As the phi-
losophy of existentialism is an abstract concept in how
it relates to the media and its audiences, it is inherent to
remember that it can be applicable to the ways in which
‘shock value’ news may affect Millennial outlooks, and
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thus their false portrayal in the media. While Millennials
are often portrayed as apathetic, it may be as a result of
the overexposure to shocking depictions in the news that
induce “‘suffering, pain and despair” which may precondi-
tion the contemporary generation to be within “a world he
cannot face, or a world he does not want to face” (Barnes
1968, p. 77). Thus, it can be argued that the ‘accused’ apa-
thy of Millennials is rather a misinterpreted assumption of
their existentialist process by the portrayers of the genera-
tion, in the media. Though Singer (2007, p. 5) mentions that
“Sartre said journalists should choose to use freedom to dis-
close social patterns and weaknesses”, news agencies may
abuse this privilege, where the overabundance of reportage
of tragic news can influence existentialist thought “through
the continual exposure to the media” (Barnes 1968, p. 170).

Moreover, it can be said that the Millennial’s instinc-
tive use of hermeneutics induces “implicit awareness”
(Sartre cited in Flynn 2006, pp. 120-121) when exposed to
shock-worthy news stories, where their seemingly apathetic
reaction may be a bi-product of ‘compassion fatigue’ as
a result of “feelings of despair, agony and crisis” (Barnes
1968, p. 76) when exposed to the ‘shock value’ news trend
over a period of time. Therefore, it is arguable that though
“Nietzsche was more concerned with the formation of indi-
viduals” (Flynn 2006, p. 85) than society, the accusatory
effigy of Millennials as uncompassionate causes to question
“to what extent are they themselves a social construction of
media?” (Kaklamanidou and Tally 2014, pp. 3-6). In col-
laboration to this, the use of semiotic and content analysis
methods may offer insight into how this process, which
can be named ‘Millennial Existentialism’, may be rectified
through in-depth analysis of various media texts relating to
‘shock-worthy’ news events.

2.5 ‘Millennial Existentialism’

Through the amalgamation of the extant literature, it is pal-
pable to argue that: due to the supposed influence power of
the media, ‘shock value’ news is delivered in an efficient

manner that may cause an interactive discourse within an
audience’s ideological stance or philosophical thought pro-
cess. Thus, for example, youth in MENA region ‘have grown
up within social, cultural and political circumstances where
distrust of state-controlled media is the logical outcome of
their own or their parents’ experiences’ (Moreno-Almeida
and Banaji 2019). Owing to this, as Millennials may have
been under the exposure of receiving shocking media over
an extended period of time, the generation may have adopted
a more existentialist philosophy. There are many socio-his-
torical phenomena that explain why millennials are drawn to
lower involvement escapist life. Millennials have grown up
in a “world that promised them everything but neglected to
deliver” (Koltun 2018, p. 102). Facing economic instabil-
ity and experiencing institutional uncertainty during chaotic
and anxiety-inducing environment of Information Era, mil-
lennials are heavily impacted by the psychological effects of
stressful factors in their lives (Koltun 2018). As existential-
ism may influence the age-group to “be free from a world he
cannot face” as a result of “feelings of agony...and crisis”
(Barnes 1968, pp. 76-77), this may contribute to the “col-
lective ‘compassion fatigue’ or a cultural climate based on
a total loss of idealism” (Moeller, Eng and Kazanjian cited
in Sedmak 2009, p. 72). Hence, it is ostensible that the
“dominant culture” (Subramanian 2014, p. 31) of portray-
ing Millennials as ‘apathetic’ may contribute to the “fictional
representations of this generation” as ‘“selfish or bored”
(Kaklamanidou and Tally 2014, pp. 3-6). This process of
overexposure to shocking news that influences existentialist
thought, and which is perceived as apathy or carelessness, is
illustrated by the Fig. 1

In the present paper we defined this process by the term
‘Millennial Existentialism’.

3 Methods

This section discusses and examines how the reportage of
shocking news events precondition the ways in which audi-
ences may interpret current situations.

Fig.1 Theoretical process of
Millennial Existentialism

Exposure to Shock Value News

Induced Existentialist Thought

False Mediatic Portrayal

Accused Apathy




Managing Impact of “Shock Value” News on the Millennial Generation

45

3.1 Content Analysis

Through the use of content analysis, textual objects were
categorised and the frequency was deliberated. This was
executed through the evaluation of a total of 30 articles
(10 articles from each news event: 9/11, the Japanese
Earthquake and Tsunami of 2011, and the Syrian Civil
War). Following this, Tables 1, 2 and 3 present an inter-
pretation of the frequency of the empirical data was car-
ried out. As “82% of Millennials get most of their news
from online sources” (American Press Institute 2015), the
analysis of these news events through digital articles offers
insight into how the ease of access to the frequency of
‘shock value’ news may affect the respective generation and
their mediatic portrayals.

Table 1 Articles on the 9/11 Attack (2001)

Moreover, a semiotic analysis was undertaken to analyse
the denotations and connotations of the categorised objects.
Figure 2 summarises occurrences of the combination of
analysing numerical data with the interpretations of the cat-
egorised semes.

It became conclusive to understand how often certain
interpretational objects were delivered to audiences, spe-
cifically Millennials. We undertook content analysis of ten
articles spanning from 2001 to present that revealed evi-
dence of the frequency at which these ‘false’ portrayals are
delivered.

While Table 4 supports the concept of undesirable
Millennial’s depictions within the media, Fig. 3 depicts the
notion of how ‘shock value’ news may influence existential
thought. The occurrences of stereotypical millennial semes

Seme per news | ‘Survive’ | ‘Horror’ | ‘“Tragedy’ | ‘Chaos’ No | ‘Death/ | ‘Life’ No | ‘Devastating’| No. imagery | No. death/ | No.

outlet No No No Kill’ No No of destruction| injury individual
imagery accounts

Washington Post | 0 0 0 1 0 0 0 0 0 11

U.S. News 1 0 0 1 4 2 2 0 0 13

Time Magazine 5 2 3 4 7 4 0 3 2 40

CNN 0 0 1 0 0 0 0 3 1 3

The Guardian 2 1 0 3 0 1 1 0 0 15

FOX NEWS 2 1 1 1 3 0 0 0 0 14

The Telegraph 0 0 0 0 2 0 1 1 0 4

New York Times | 1 3 2 0 5 1 0 0 0 18

BBC 0 1 0 2 1 1 3 2 1 6

The New Yorker | 0 0 1 0 3 2 1 0 0 14

Total 11 8 8 12 25 8 8 9 4 148

Table 2 Articles on the Japanese Earthquake and Tsunami (2011)

Seme per news | ‘Survive’ | ‘Horror’ | ‘Tragedy’ | ‘Chaos’ No | ‘Death/ | ‘Life’ No | ‘Devastating’ | No. imagery | No. death/ | No.

outlet No No No Kill’ No No of destruction| injury individual
imagery | accounts

CNN 2 0 0 0 6 0 3 9 1 10

BBC 1 0 0 0 1 0 2 2 1 1

RT 0 0 0 0 7 1 2 10 2 11

Independent 1 1 0 0 2 1 2 13 4 6

The Telegraph 0 6 5 1 15 4 7 22 3 33

New York Times | 3 0 0 0 2 2 6 5 1 8

NHK 2 0 0 0 0 2 0 6 1 5

The Guardian 1 0 0 0 1 0 2 1 0 3

CBS 0 1 0 0 10 0 0 3 0 7

The Atlantic 0 0 0 1 0 4 19 9 0

Total 15 8 5 1 45 10 28 920 22 84
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Table 3 Articles on the Syrian Civil War (2012—present)

Seme per news | ‘Survive’ | ‘Horror’ | “Tragedy’ | ‘Chaos’ | ‘Death/Kill’ | ‘Life’ No | ‘Devastating’ | No. imagery | No. death/ | No.
outlet No No No No No No of destruction| injury individual
imagery | accounts
Gulf News 0 1 0 1 17 0 0 1 0 3
The Independent | O 0 0 0 8 0 0 1 2 8
The Telegraph 0 0 0 0 12 0 0 1 1 1
CNN 0 0 0 0 6 0 0 2 0 10
BBC 1 0 0 0 2 0 0 1 1 6
RT 0 0 0 0 1 0 0 1 1 6
The Guardian 0 1 3 1 3 4 0 1 2 6
New York Times | 1 0 0 0 5 0 0 1 0 4
The National 1 0 0 0 2 0 0 0 0 2
Sky News 0 0 0 0 5 0 0 2 1 7
Total 3 2 3 2 61 4 0 11 8 53
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result in an accusatory apathetic depiction within the media.
Thus, compassion fatigue may be construed in correla-
tion to the theoretically constructed process of ‘Millennial
Existentialism’.

3.2 Semiotic Analysis

After the use of content analysis on articles about the 9/11
Attacks (2001), the Japanese Earthquake and Tsunami
(2011) and the Syrian Civil War (2012—present), the fre-
quency at which the ten categorised words and images
occurred was established. However, the chosen semes
have denotations and connotations as well as sign inter-
actions. Through semiotics, connotations of these signs
may be determined and thus, the frequency at which these

Japan Earthquake and Tsunami (2011)

W Syrian Civil War (2012 - Present)

meanings and imbued emotions reach audiences can be
concurred. This can be corroborated by the notion that a
“balance between the objective and implied aspects of tex-
tual data” (Roberts 1989, p. 148) may offer insight into how
the frequency of ‘shock value’ news semes, that hold myths
and meanings, are delivered to news audiences. Along with
the occurrence of these interpretations, in combination with
existing literature, it can be analysed to determine whether
or not the overexposure to signs with negative associations
may induce the Millennial audience’s existential response
that results in misinterpreted apathy and thus a false medi-
atic portrayal.

3.2.1 Semiotic Analysis of ‘Individual Accounts’
Across all three major news events, the use of quotes
and accounts from witnesses or affected individuals is



Managing Impact of “Shock Value” News on the Millennial Generation 47
Table 4 Articles on Millennials (2001—present)
‘Semes’ per | ‘Lazy’ No. | ‘Bored’ No. | ‘Apathetic’ | ‘Careless’ | ‘Entitled’ | ‘Depressed’ | ‘Existential’ | ‘Millennial’ | ‘Social | ‘Politics’
news outlet No. No. No. No. No. No. Media’ | No.
No.
The Atlantic | 0 1 0 4 1
The 1 0 0 0 4 0 0 41 2 0
Entrepreneur
BBC 0 0 0 2 2 0 0 0 0 1
The Telegraph | 1 0 0 1 7 2 0 1 0 1
CBC 0 5 0 0 0 5 0 12 1 0
Time 3 1 0 0 5 0 2 53 3 1
Magazine
The Guardian | 2 0 0 2 2 0 8 2 0
Odyssey 1 6 5 0 0 0 1 1 1
Elite Daily 0 3 1 0 0 0 1 3 2
METRO 1 17 0 0 0 1 0 1 1 0
Total 9 24 9 9 20 13 2 118 17 7
Po.f;“ L:g significance of the news event. However, there can be a
Social media B::;: plethora of connotations, ones which may impact viewer
17% response and emotions through pragmatics. While audi-
) ences may view this news technique as the media’s influ-
Apa;::t'c ential power to derive an emotional response, the use of
. quotes as signs from ‘ordinary’ individuals may connote to
5 careless  the idea that the news actors are connected to or have expe-
) % rienced the event in an emotional or physical sense. In audi-
.- I> ence meaning systems, this can further imbue, in relation to
' E";L‘;:" the tragic events, a sense of sympathy and compassion for
. individuals involved.
Depressed
Nianriii 13% 3.2.2 Semiotic Analysis of the Words ‘Death or Kill’
118% " A — The high frequency seme is ‘Death or Kill’ that follows

2%

Fig.3 Occurrences of Stereotypical Millennial Semes across 10
Articles (2001—present)

suggested to be the categorised object which is the high-
est across 30 articles. When denoting the notion of these
‘Individual Accounts’ or quotes relating to the aforemen-
tioned disastrous news events, it can be considered as a
conventional journalistic approach that adds substance
to a news story through a recorded personal descrip-
tion of an event and the news actor’s experiences with it.
References to “ordinary people” as news actors “construct
Personalization” (Bednarek and Caple 2017, p. 89) while
the prominence of ‘official’ accounts create the notion of
“spatial proximity” (Berglez 2011, p. 144) and justify the

‘Individual Accounts’. Having the second highest occur-
rence across 30 articles, this object’s representation and
impact through the audience’s meaning systems can be
determined through textual analysis. Initially, audiences
may denote these words as an act of ceasing to exist, fail-
ing to survive and/or the act of ending someone’s life.
Conventionally, this object could connote to morbidity, ruth-
lessness and eventual finality. By extension, ‘Death or Kill’
can be associated with anxiety, the grotesque, blood and
vulnerability which can induce a “fight/flight reflex” (Potter
2012, p. 95). As a result, it is possible to interpret that media
outlets use these words in relation to coverage of events
such as 9/11, the Japanese Earthquake and Tsunami and the
Syrian Civil War, to evoke a sense of sympathy and impact,
where the lexical and structural interactions of ‘Individual
Accounts’ juxtaposes with the notion of casualties.
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Table 5 Summary of semes Total semes 696

‘Individual Accounts’ | ‘Death/Kill’ | ‘Images of ‘Devastating’ | ‘Images ‘Survive’ | ‘Life’ | ‘Horror’ | “Tragedy’ | ‘Chaos’
Destruction’ of Death/
Injury’
285 131 110 36 34 29 22 18 16 15

3.2.3 Semiotic Analysis of the Use of ‘Images
of Destruction’

Bednarek and Caple (2012, p. 132) state “image/verbiage
complexes” create “intersemiotic relations”. Through the
interaction of lexical and visual signs, this may offer more
connotations to the audience’s system of meanings. The
categorised object, ‘Images of Destruction’, is depicted as
the third highest seme frequency. The denotation of this
categorised object is similar across all three news events:
destroyed buildings. The imagery of the destroyed buildings
and rubble may connote to the idea of chaos or a preva-
lent threat. In combination with this, audiences may inter-
pret these buildings as inhabited homes and workplaces.
Moreover, across the 30 articles a plethora of imagery was
of buildings that caught fire. The imagery of fire may sub-
consciously represent an untameable element, thus acting
as a sign that induces a sense of hopelessness, sympathy
and compassion for the individuals who were once pre-
sent in these spaces. Thus, the images that depict a ‘disas-
trous’ tenor may induce a further emotional response from
viewers.

3.2.4 Semiotic Analysis of Millennial Related Semes
Along with the content analysis of the three news events
that took place between 2001 and 2018, the representations
of Millennials in the media was analysed in a similar fash-
ion in order to evaluate the frequency of categorised objects
used to describe the age group. The denotation of this con-
tent analysis is that there were a multitude of times that
the sign ‘Millennial’ was used to interact with the ‘lazy’,
‘bored’, ‘entitled’ and ‘apathetic’ semes. This may connote
to the notion of child-like behaviour or to individuals that
do not accept societal conventions and expectations (see
Fig. 3). For some audiences, these sign interactions may
produce a prejudiced outlook on the generation, which reas-
serts the media’s false portrayal of Millennials as apathetic.

4 Summary of the Content and Semiotic
Analysis

Content and semiotic analysis offers a deliberation on
the notion that the influential power of the media enthrals
audiences through a high frequency of semes that can be
deconstructed to connote to negative meanings which may
cause audiences to emotionally “evaluate its relevance”

(Rosenthal and Visetti cited in Bondi and La Mantia 2015,
p- 12). The results of the content analysis are presented by
Table 5.

Ten articles on each of the three transnational news sto-
ries show that the use of ‘Individual Accounts’, the use
of the words ‘Death or Kill’ and the use of ‘Images of
Destruction’ had the highest frequencies. Table 5 suggests
that the level of occurrences of these semes across three
news events over the course of seventeen years is abundant
(total number of semes is 696). Not only can the frequency
of the categorised objects be interpreted, moreover semiotic
analysis provides the possibility to determine the meanings
behind the verbal signifiers and their emotive effects.

5 Findings

Based on the results from the content and semiotic analy-
sis, it is palpable to stipulate the extent of which the ‘Fourth
Estate’s’ influence over the deliverance of ‘shock value’
news that stimulates existential thought among Millennial
audiences. By extension, this sequence can be argued
to have adverse effects on the generation’s portrayals in
the media where the theoretical process of ‘Millennial
Existentialism’ is an arguably conclusive hypothesis.
By analysing news articles on 9/11 (2001), the Japanese
Earthquake and Tsunami (2011) and the Syrian Civil War
(2012—present), the frequency at which their respec-
tive semes are packaged for audience consumption is evi-
dent. Moreover, semiotics reveals the connotations that
each seme provides to an audience’s meaning systems,
which arouse an emotional response with every occurrence.
Additionally, the analysis of Millennial portrayals, within
each time frame of the analysed news stories, corroborates
to the extent of which the ‘shock value’ media environment
excites the oversaturation of typically expected compas-
sionate responses. Thus, the findings show how Millennial
viewers and readers of transnational news stories are
exposed to a high frequency of signifiers and their emotive
effects, which may not only induce compassion fatigue, but
existential thought through “the continual exposure to the
media” (Barnes 1968, p. 170), when inundated and grown
within a saturated ‘shock value’ media environment over
the course of seventeen years.

With regard to the media’s influence in exposing audi-
ences to textual objects that can be deemed of ‘shock
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value’, content analysis reveals the occurrence of 696
denotatively ‘negative’ semes across the 30 articles ana-
lysed. The objects with the highest frequencies are the use
of ‘Individual Accounts’, the words ‘Death or Kill’ and
‘Images of Destruction’. In relation to Fig. 2, it is possible
to assume that the innate use of these categorised objects
is to promote an archetypal empathic response from audi-
ences as “elements of media messages often act on us as if
they were occurring in the real world” (Potter 2012, p. 95).
Moreover, the intertextual interactions between the above-
mentioned semes with arguably less impactful objects such
as ‘Life’ and ‘Survive’, that have a frequency of 51, creates
a juxtaposition that may facilitate an “intense emotional
responses” (Barker 2013, p. 204).

Semiotic analysis suggests that the abovementioned tex-
tual objects connote to negative, disastrous and emotion
provoking imagery such as the suffering perceived in the
9/11 Attacks, the level of destruction by the Japanese earth-
quake and tsunami as well as shocking acts and reference to
children in the Syrian Civil War. This finding corroborates
with Benjamin’s (cited in Barker 2013, p. 200) suggestion
of how “human misery but also the struggle against” is
employed as “an object of consumption”. However, it can
be deliberated that the high frequency at which audiences
make these interpretations, which provoke an emotional
response and induce emotions of compassion, may be of an
“overwhelming nature” (Gowing 2003, p. 231).

Enduring continual exposure to ‘shock value’ semes and
their emotionally evocative interpretations may eventually
result in “collective ‘compassion fatigue’” (Moeller, Eng
and Kazanjian cited in Sedmak 2009, p. 72). Through the
“pivotal moment in news coverage, [where] 9/11 was the
most graphic example of a trend” (Gowing 2003, p. 231),
it can be said that the respective generation has been accli-
matised to the current emotionally fatiguing media envi-
ronment. Furthermore, the constant ‘shock value’ news
messages absorbed by Millennial audiences, with regards to
their appropriated perspectives on the contemporary news
milieu, not only establishes compassion fatigue but may
transcend into an existential thought process that may cause
the generation to refute conventional media attitudes and be
free from “a world he cannot face, or a world he does not
want to face” (Barnes 1968, p. 77). In relation to this, con-
tent and semiotic analysis of mediatic Millennial portrayals
between 2001, the time of 9/11, and the present day reveal
an ‘accusatory’ trend that media outlets deliberate to be the
reasoning behind the generation’s lifestyle and attitudes.

Content analysis of semes relating to Millennials’ dis-
course showed 228 occurrences. Media outlets interpret the
theoretical ‘existential’ subconsciousness as uncompassion-
ate through objects such as ‘Entitled’, ‘Lazy’ and ‘Bored’
(see Fig. 3). In addition, the content analysis of 10 articles
shows how 37% of semes that are used to describe the age

group and interact with the ‘Millennial’ seme at 52%, may
precondition audiences to the supposition that the genera-
tion is detached and passive. Over the course of seventeen
years, it can be said that through high frequencies of apa-
thetic connotations, a mythic representation of Millennials
is built which can reinforce their false mediatic portrayal.

6 Discussion

It is unequivocal that the media has reasserted itself as an
institution that has the power to manipulate the framing
and packaging of news events and its respective objects
of interpretation in order to not only inform but influence
ideological standpoints and arouse conventional responses
from audiences. It is important to note that this incita-
tion has the ability to inoculate modern news consum-
ers and create social constructs that can affect perceptions
of events, journalistic practices and society as a whole.
Within the contemporary context, it can be said that news
deliverance practices, along with its consumers, are evolv-
ing. Digitalisation and technological advancements have
affected the frequency at which information creates a “con-
trast between comfort” (Seaton 2003, p. 46) and ‘shock
value’ news to evoke a dogmatic impact on audience.

However, it is arguable that with the continual overex-
posure to shock news, an existential outlook is produced
through “feelings of despair, agony and crisis” (Barnes
1968, p. 76). Hence, we propose that through Millennial’s
“implicit awareness” (Sartre cited in Flynn 2006, pp.
120-121) of these shock news methods, their subliminal
refutation to succumb to continuous emotional responses
is exacerbated to suggest that the generation themselves are
“a social construction of media” (Kaklamanidou and Tally
2014, pp. 3-6).

In corroboration to our findings, theorists have high-
lighted that exposure to ‘shock value’ news may have
“media-influenced effects” (Potter 2012, p. 56) on audi-
ences in order to arouse “consciousness about elements of
existence” in correlation to emotive responses (Gebner cited
in Potter 2012, p. 73). Though Barker (2013, p. 84) states
that media messages are strategically framed “for the sake
of circulation”, it is difficult to identify the media’s true
agenda in exciting overabundance of compassionate retorts.
Nevertheless, theorists such Barnes (1968, p. 170) suggests
that audiences may adopt existentialist philosophies as a
result of “the continual exposure to the media”. In parallel,
Kaklamanidou and Tally’s (2014, p. 6) observation of the
“fictional representation” of Millennials and their “ubiq-
uitous detractions” as “lazy” (Casey 2016) in the media is
also evident. However, the research’s findings illustrate an
element of which has yet to be fully discoursed by the pre-
viously synthesised literature: the extent of ‘shock value’
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news’ influence on the notion of ‘Millennial Existentialism’
in correlation to the portrayal of Millennials in the media.
As a result, the findings have synthesised the literature to
be localised around Millennials’ portrayals that reflects ‘the
essentialist notions of human beings, seeing them instead
as amalgams of ever-changing, dynamic, lively data points’
(Fisher and Mehozay 2019) and their “formation [as] indi-
viduals” (Flynn 2006, p. 85). Owing to the theoretical
response to the overexposure to shock news, their acclima-
tisation to a compassion inducing media environment may
become inoculative to the generation, which can influence
existentialist behaviour and their falsely portrayed apathy as
a result.

Overall, the analysis of findings corresponded to the
initial speculations deliberated by the literature review and
the results of the methodology. The comparison between
seme frequencies, seme interactions and their connota-
tions with regard to the 9/11 Attacks (2001), the Japanese
Earthquake and Tsunami (2011), and the Syrian Civil War
(2012—present) can be a rectification of the notion that the
media has a hand in influencing an age group’s conscious
observation of “the drama which is intended to operate
upon it unconsciously” (McLuhan cited in Soules 2015, p.
12). In combination with this, the analysis of Millennials’
media portrayals in the contextual time frames, coagulated
with compassion fatigue and existentialist theory, can now
facilitate the argument of how the overexposure to ‘shock
value’ news brings about a potential existential realisa-
tion through a “climate based on a total loss of idealism”
(Moeller, Eng and Kazanjian cited in Sedmak 2009, p. 72).
By extension, shocking events and their exacerbated report-
ages can adversely affect the respective generation’s medi-
atic portrayal.

7 Implications for Research and Practice

The literature had revealed a multitude of theories relating
to the research conducted, such as the influential power of
the media, its regurgitation of ‘shock value’ news and “their
ability to ‘frame’ international information” (Clausen 2003,
pp. 76-83). Additionally, the synthesis of the theory on
compassion fatigue, existentialist philosophy, Millennials
and their misrepresentations in the media (Kaklamanidou
and Tally 2014, p. 6) has presented the palpability of the
theoretical process of ‘Millennial Existentialism’ in coagu-
lation with ‘shock value’ news. This produced a platform
for further methodological research.

The methodology concurred that the combination of
qualitative and quantitative research methods can “yield
more insights” (Spurk and Lublinski 2014, p. 14). This

methodological approach proved to be beneficial in sowing
results that answer the extent to which ‘shock value’ news
may influence audiences and media portrayals as a result
of the theoretical process of ‘Millennial Existentialism’.
Though the combination of content and semiotic analysis
as research methods may help quantitative data “to reveal
patterns of signification which qualitative data help[s] to
explain” (Csikszentmihalyi and Rochberg-Halton cited in
Chandler 2004, p. 142), extensive research through inter-
views, surveys or focus groups may be suggested to offer
primary insight into how “media-influenced effects” (Potter
2012, p. 56) on Millennials can be determined to induce
existential thought. Through further content and semiotic
analysis of Millennial portrayals in the media, their accused
apathy and false mediatic portrayal over the course of sev-
enteen years may provoke a reimbursing of shock worthy
news in attempts to curb the perceived uncompassionate
responses. Thus, it can be suggested that the methodo-
logical techniques used may offer a platform for discourse
and corroboration to the theoretical process of ‘Millennial
Existentialism’.

The contemporary stratum has made it inherent for jour-
nalists and media outlets to possibly modify the encapsula-
tion of news in ways that do not allow the acclimatisation
to interpretatively negative textual objects, but to also pre-
vent the manifestation of apathetic media perceptions of
the ‘Hero’ generation (Mauldin 2016). The research under-
taken can be considered beneficial in reiterating the effects
of “media messages” (Potter 2012, p. 95) through the con-
stant influx of disastrous event coverage. With regard to
Millennials and the gestation of their philosophical out-
look over the course of 17 years, the accustomisation to
the overabundance of shock news suggests the compassion
fatigue that may be experienced by some precursory gen-
erations has transcended into an existential phenomenon
among Millennial audiences. This can be dignified as a
biproduct that influences their false mediatic portrayals.
It can be suggested that the saturated ‘shock value’ media
environment needs reformation through institutional inter-
ference in order to prevent socio-marginalisation through
mediatic means.

Having considered the effects of ‘shock value’ news in
the induction of the ‘Millennial Existentialism’ process,
the notion that the Millennial generation are “‘themselves
a social construction of media” (Kaklamanidou and Tally
2014, pp. 3-6) is apparent through the power of the ‘Fourth
Estate’. In light of this, the current research can elevate the
discourse around media effects onto a platform for further
exploration in relation to a possible reform of journalistic
practices with the consideration of Millennials as evolving
contemporary news consumers.
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Abstract

COVID-19 is an economic shock that has been causing
disruption at a drastic level and faster pace than a normal
crisis, leaving less time for social and organizational sys-
tems to respond. This crisis has negatively impacted the
socio-economic factors of the world by infecting millions
of people, causing hundreds of thousands of deaths, clo-
sure of businesses and job losses. Sultanate of Oman, one
of the key economies in the Middle East is not an excep-
tion and has been facing socio-economic problems due to
the COVID-19 pandemic. This paper attempts to evalu-
ate the socio-economic impact of COVID-19 on Oman’s
economy, along with the coping strategies and measures
taken by the Government to mitigate the risk arising out of
this crisis. Extensive research of published data in news-
papers, World Bank reports, and other secondary sources
has been collected and reviewed in articulating this paper.
COVID-19 impacted Oman’s social life—deaths, state
budget—cuts, market consumption—decreased purchases,
employment—ijob loss, tourism—cancellation of Salalah
Tourism Festival 2020, logistics—reduced port opera-
tions, aviation—reduced revenues, real estate—decline in
property deals, etc. However, the Government of Oman
through its professional approach, has undertaken meas-
ures and coping strategies such as, lockdown to control the
spread of virus, Bayan digital platform to support logis-
tics sector, tax reliefs, financial package and continuation
of developmental projects to fuel the economic activity in
Oman. Thus, through the retroactive decisions made by the
Government, Omani economy has proved itself as the best
performing market during the ongoing COVID-19 crisis.
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1 Introduction

Crises is not uncommon; they occur from time to time in
countries across the world. The world has been facing crises
of time immemorial. Each time—there is a crisis—organi-
zational mechanisms and systems emerge as stronger than
before as people learn how to deal with difficult situations
during and after the crisis (Mitroff et al. 1987; Augustine
1995). According to Hart et al. (Hart et al. 1993) different
types of crises include; natural crises caused by cyclones
such as Emma in 2018, that disrupted the retail sector
across the United Kingdom (Woods 2018), technology cri-
ses such as Y2K in 2000 which posed a great threat to the
banking sector (Li et al. 1999; Appelbaum et al. 2012) and
economic crises caused by the real estate fallout in 2007
(Aziz 2012) and falling oil prices in 2014 that effected
almost all sectors of the global economy (Omoregie 2015).
Similarly, the current health crisis a.k.a. COVID-19—that
started at the end of December 2019 in Wuhan city and
quickly spread across the world— is known as ‘shock’
(Carlsson-Szlezak et al. 2020). The difference between cri-
sis and shock is that, while a crisis causes gradual disrup-
tion, shock is much faster and gives very little or no time to
create safety systems (Roubini 2020).

COVID-19 shock has impacted the socio-economic fac-
tors of human life. Across the world, more than 435,000
people have died. Whilst there are more than 7.9 million
registered cases as of 15th June 2020. Several service sec-
tors (including, travel, tourism, education, and entertain-
ment) that play a supporting role in many economies have
been disrupted due to movement restrictions imposed by
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governments. The manufacturing sector suffered major
losses due to the halting of work and even resulted in clo-
sure for several factories and workshops. Millions of daily
wage earners lost their jobs, not only in poorer countries but
also in developed economies such as the USA and England.
The Middle East is not an exception and has been facing
socio-economic problems due to the COVID-19 pandemic.
The Middle East is the home to nearly 4% of the global
population and contributes nearly 8% of global sea trade,
37% of the world’s oil and 18% of global gas production.
The Middle East and central Asian countries contributed
nearly $4 trillion to the global GDP in 2019 (International
Monetary Fund 2019). The Sultanate of Oman, one of the
key economies in this part of the world, has been suffer-
ing from COVID-19 with its first 2 cases detected on 20th
February 2020 leading to a steep rise in the number of posi-
tive cases going up to 13,000 by the end of May 2020. This
paper attempts to evaluate the current situation with refer-
ence to the socio-economic impact of COVID-19 on the
economy of the Sultanate of Oman.

2 Impact of COVID 19

2.1 Public Health

Though huge repositories are available with constantly
updating COVID-19 data, researchers on this paper have
compiled specific data to make it convenient for readers
to take a stock of the situation as it is related to GCC as
well as Oman, as of 15th June 2020. The data was collected
on 17th June 2020 from the European Centre for Disease
Prevention and Control-ECDC (Centre and for Disease
Prevention and Control 2020), a highly reliable source for
global health data. This pandemic has been rapidly spread-
ing with an average of 1.43 million positive cases and

Kingdom of Saudi Arabia

State of Qatar

United Arab Emirates

State of Kuwait

35920

Sultanate of Oman 23481

Kingdom of Bahrain 18227

78,775 deaths per month from January 2020 to 15th June
2020 giving little time for the governing mechanisms to
react. The below section presents the exponential spread
of COVID-19 cases and deaths across the GCC countries
(Figs. 1 and 2) from the 31st December 2019 to 15th June
2020 and will further narrow down to the situation in Oman
(Figs. 3 and 4).

It can be seen in Figs. 1 and 2 that Saudi Arabia—the
largest state in the GCC in terms of population—has
recorded a greater number of COVID-19 cases and deaths
as of 15th June 2020. Though the death rate in GCC coun-
tries (Bahrain: 0.24, Kuwait: 0.82, Oman: 0.45, Qatar: 0.1,
Saudi Arabia 0.77 and UAE: 0.68) is lower than the global
average of 3.4%, it has still become a serious concern for
the respective governments. Figures 3 and 4 clearly pre-
sent the situation in Oman that has been struggling with the
increased number of cases as well as deaths. Particularly,
a steep rise from 1st June 2020 onwards has become a
major concern for the government. The number of cases
and deaths doubled from 31st May to 15th June 2020.
According to the Ministry of Health, the main reasons for
increasing cases are due to family gatherings (Covid-19:
Family gatherings main cause of increasing cases in Oman
2020).

2.2 Oman Economy

COVID-19 began with the oil crisis is going on, hence, it
can be called a crisis-in-crisis or dual crisis. As an impact
of the oil crisis, the Government of Oman has already been
informed of the downward trend in GDP by 1.6% in first quar-
ter of the year (Mendoza 2019), real estate by 13.9% in the
first five months (Decline in real estate deals in Oman 2019),
automobile by 12.5% in total annual sales (Oman 2020) and
other sectors of the economy. Thus, when the COVID-19

127541

79602

42294

Fig. 1 GCC country-wise distribution of COVID-19 cases as of 15 June 2020 (Source Compiled by the authors)
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Fig.2 GCC country-wise
distribution of COVID-19 deaths
as of 15 June 2020 (Source
Compiled by the authors)
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Fig.3 COVID-19 cases in
Oman as of 15 June 2020 (Source
Compiled by the authors)
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Fig.4 COVID-19 deaths in 104
Oman as of 15 June 2020 (Source
Compiled by the authors)
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crisis began, it was an extension of the current crisis for pol-
icy makers rather than a new crisis. The difference was that it
was beyond a crisis, it was a ‘shock’ that left very little time to
respond.

Though COVID-19 impacted several aspects of the
country, its major impact was on the state budget which was
cut by 10% (Oman government orders more budget cuts

2020). This is notable because most of the major projects in
Oman are driven by Government spending which influences
employment and other macroeconomic variables in the
country. For example, the Government of Oman awarded
approximately OMR 250 million worth of contracts in
the 2019 financial year (Coronavirus: tens of thousands of
foreign workers lose their jobs in Oman 2020). Thus, the
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Omani economy that survives on government spending to
a large extent has suffered due to cuts in government budget
caused by COVID-19.

Further, in terms of sectoral dependence, Oman’s econ-
omy continues to rely on petroleum as it is a sector which
contributes 87% of Oman’s budget revenues, 51% to its
GDP and 60% of the country’s total exports (Oman GDP
Annual Growth Rate (n.d)). It seems that Oman’s eco-
nomic diversification into manufacturing, tourism, and
other non-oil sectors (The National Program for Enhancing
Economic Diversification (Tanfeedh) (n.d.)) aimed at avoid-
ing dependence on the petroleum sector and Government
spending helped the Omani economy absorb the shocks
from this dual crisis to certain extent. As World Bank
clearly mentioned, despite reduced economic growth in
MENA in 2020, Oman’s economy provides a positive out-
look (Economic and Update: How Transparency Can Help
the Middle East and North Africa, 2020). Various reports
also clearly indicate that Oman is the best performing mar-
ket during the current COVID-19 crisis (Ubhar Capital
Report 2020).

COVID-19 made a clear impact on the national budget
of the Sultanate of Oman. The budget released on Ist
January 2020 indicated a total government spending of
OMR 13.2 billion (USD 34.3 billion) which is 2% higher
compared to OMR 12.9 billion spent in 2019 (Oman budget
2020). However, the government changed its decision due
to the current situation and adjusted its spending. As part of
the new measures to cut expenditure in the Sultanate, the
Ministry of Finance has decided to reduce the 2020 budget
by OMR 500 million (Oman State Budget 2020), which is
approximately a 10% cut to the budgets of ministries and
government units (Oman government orders more budget
cuts 2020).

While the global GDP has recorded a declining trend in
the last few years due to the oil crisis, COVID-19 has fur-
ther pulled the curve down and brought the global GDP
growth rate annual percentage change to negative figures
(International Monetary Fund 2020).

It’s evident from the data presented in Table 1 that the
economy of Oman bounced back in 2018 and achieved a
greater growth rate than the global and GCC average. This

Table 1 Global, GCC and Omani GDP in US$ in the last three years

development is due to diversification during 2018 into
manufacturing, logistics & supply chain, travel & tourism,
agriculture & fisheries and mining. The economic diversifi-
cation strategy was supported by well-articulated programs
such as, the set-up of the National Center for Employment
and National Youth program aiming to empower youth
through knowledge sharing for the purpose of develop-
ing workable skills and to create job opportunities. The
program also aimed to create awareness among key stake-
holders in society about the diversification and Vision 2040
through a well-planned, ‘All of Oman’ campaign, and to
further the solid implementation of activities mentioned in
the Social Action Strategy 2016-2025 (Review and of The
Sultanate of Oman, 2019).

Due to this planned economic diversification, the
Sultanate could make considerable improvements which
can be evidently seen in the share of oil revenues decreasing
from 66.7% of the GDP in 2000, to 40.8% in 2017 (ibid).
2019 witnessed a smaller growth rate than the global and
GCC average due to the oil crisis and even before the cur-
rent COVID-19 crisis began. Thus, from the gloomy picture
presented in Table 1 regarding a declining GDP growth rate,
it cannot be concluded that the decline in GDP is solely due
to the ongoing COVID-19 pandemic but has been around
even before the health crisis began.

According to the World Economic Outlook of
International Monetary Fund (International Monetary
Fund 2020), inflation in Oman was 0.1% in 2019 and is
forecast to increase to 1.0% in 2020 and further to 3.4% in
2021. While these projections were made before COVID-
19, the pandemic has added to the current situation and
further increased the inflation rate. Hence, it cannot be
concluded that the rise in inflation is exclusively due to
COVID 19.

Household consumption expenditure which refers to
all household expenses made by people—including, food,
rent, clothing, energy, transportation, durables such as home
appliances and cars, health, leisure, etc. —is impacted due
to COVID-19. While food is bought for the purpose of
survival, people’s spending on product categories such as
automobiles and electronics recorded a steep fall due to
the COVID-19 crisis. The market was optimistic about the

Region 2017 2018 2019 2020 as of 7th June
GDP in US$ GDP GDP in US$ GDP GDP in US$ GDP GDPin US$ |GDP
growth rate growth rate growth rate| (approx.) growth rate
Global 80.963 Trillion 0.5 85.931 Trillion 0.8 87.263 Trillion 2.98 38.421 -3.0
Trillion
GCC 1.464 Trillion 0.2 1.645 Trillion 1.95 1.67 Trillion 2.1 1.669 Trillion | -
Oman 70.78 Billion -0.9 79.29 Billion 2.1 79.5 Billion 1.1 74 Billion —2.84

Source Compiled by the authors from various sources
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future of automobile sales in 2020 (Oman automobile sales
in top gear 2019) and now experts have started showing
concern due to the Coronavirus situation (Oman’s automo-
bile sector concerned over Coronavirus impact on industry
2020) as China is one of the major suppliers of spare parts.
According to an automotive market study by FitchSolutions
(Oman Autos Report (n.d.)), sales of commercial vehicles is
going to be affected more than the sales of passenger vehi-
cles. Thus, it can be understood that COVID-19 has nega-
tively impacted public expenditure and consumption.

According to the National Centre for Statistics and
Information (NCSI), 53,332 expatriates worked in the
government sector until the end of March 2020, with the
total number of foreign workers in the country standing at
1,321,753 workers (53,332 expats employed in Oman's
government sector 2020). COVID-19 has directly impacted
the employment and labor market with nearly 27,000 work-
ers losing their jobs (Coronavirus: tens of thousands of for-
eign workers lose their jobs in Oman 2020).

2.2.1 Impact on Sectoral Performance

Unlike some of its regional counterparts, Oman is a multi-
faceted economy with dependence on agriculture and fish-
eries along with oil production. Proactive measures of the
Ministry of Agriculture and Fisheries in the form of adopt-
ing new projects (Ministry of Agriculture and Fisheries
adopts new project 2020) increased fish farming from 33
tons in 2016 to 192 tons at the end of 2019. Thus, Oman
stood as one of the largest fish producers in the Gulf region
with capture of 580,000 fish in 2019. Despite its strength,
COVID-19 is expected to disrupt this market (Macro pov-
erty Outlook Oman 2020) in the form of lack of buyers due
to closure of the retail market.

COVID-19 has less impact on cement manufacturing
in Oman as the Omani cement manufacturers braced up to
encounter this difficult situation. Omani cement manufac-
turers are self-sufficient in raw materials. As global supply
chains are affected, the movement of raw materials within
the country have not been disrupted due to COVID-19
(Ubhar Capital Report 2020). The Omani cement manu-
facturers used innovative low-cost and eco-friendly strate-
gies to fight the difficult situation. One such instance comes
from converting expired tires into fuel that can be used in
cement production operations, as part of sustainable waste
management (Expired tyres to drive cement production
2020). Medical equipment manufacturers in Oman started
using 3D-printing technology to manufacture personal pro-
tective equipment a.k.a. PPEs (Omani companies use 3D
printing to make COVID-19 protective gear 2020).

Like many other nations across the world, the tourism
sector in Oman has been suffering severely as movement
is restricted due to COVID-19. This pandemic has nega-
tively impacted Oman’s tourism as Salalah Tourism Festival

and Kharif season in Salalah which are expected to attract
around 8 million tourists has been cancelled due to COVID-
19. The impact can be understood by looking at the 2019
data published by the National Centre for Statistics and
Information—-NCSI (Festival and concludes with 723, 720
visitors, 2019). According to NCSI, a total of 723,720 tour-
ists visited the Salalah Tourism Festival (STF-2019) up to
the end of August 2019, out of which 71.3% are Omanis
and 17% are GCC nationals. It is evident from this data
that even domestic and regional tourism has suffered due
to COVID-19. While there was a decrease in terms of the
number of visitors compared to 2018, the income gener-
ated from STF-2019 was OMR 78 million, an increase from
OMR 76.9 Million in 2018 (More than 750, 000 visited
Oman's Salalah Tourism Festival in 2019). This potential
income is lost due to the cancellation of STF-2020 (Salalah
Tourism Festival 2020).

MICE tourism (meetings, incentives, Conferences and
exhibitions) has been given a boost by the development of
a world-class convention center, the Oman Convention and
Exhibition Centre (OCEC) opened in 2016 (Sultanate first
choice for MICE tourism 2018). Since then OCEC has been
contributing to the sprawling tourism sector by attracting
the MICE potential participants long with the conventional
tourism segments. Yet, this sector has also suffered the
negative effects of COVID-19. OCEC which was expected
to host an average of 30 events per year, has cancelled all
activities and events planned between March and July 2020
until further notice.

Oman’s Ministry of Tourism has identified cruise tour-
ism as one of the top contributors to the national tourism
sector by attracting global tourists (Castelier 2020). This
is important because, events such as the Salalah Tourism
Festival have been attracting local and regional tourists.
Thus, due to special focus, Oman has grown as a cruise hub
in the Middle East with a significant rise in the number of
cruise ships visiting different ports during the 2018-2019
tourism season (Nair 2019a). According to the Ministry of
Tourism, 283,488 cruise ship tourists visited Oman in 2019
which is around a 44% increase compared to 2018 (Bridge
2020). A total of 284 cruise ships were scheduled to visit
different ports during the 2019-2020 tourism season which
has now been affected by COVID-19 (Cruise tourists to
Oman up 4.6pc in 2019 2020). This sector is badly affected
as most of the visitors come from China, Italy and Iran.
The number of visitors from these three countries reached
125,000, a four-fold increase between 2011 and 2018
(Castelier 2020).

The hospitality industry is greatly impacted by COVID-
19 as the occupancy rates and subsequent revenue has been
falling drastically. Hotels in Oman received 1.77 million
guests in 2019 and garnered an attractive revenue of OMR
229.5 million (Omani hotel revenue takes $122m hit 2020),
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most of it is lost in 2020 due to lockdown measures and the
cancelling of major events across the country. Hotels rang-
ing from 3 to 5 stars have recorded only OMR 54.2 million
by the end of March 2020, which is around 25% less in
revenue compared to the same period in 2019 (Oman hotel
revenues fall 25% in months ahead of Covid-19 pandemic
2020).

Oman’s higher education sector is mildly affected by
COVID-19 as all higher educational institutions have transi-
tioned to function online. The Government Communication
Centre has decided to suspend the National Program for
Postgraduate Studies for a year considering the ongo-
ing global COVID-19 pandemic (National Program for
Postgraduate Studies suspended in Oman 2020). Schools in
Oman have reduced fees as a show of support to the par-
ents, which has totaled to approximately OMR 1.1 million
(Indian schools give relief worth over OMR1 million to stu-
dents, families 2020) which could affect their future opera-
tions (Asif 2020).

The logistics sector in Oman becoming the transporta-
tion and logistics hub of the region. The logistics sector has
contributed an attractive amount of OMR 1091 million in
2019 which is 3.73% of the GDP (Logistics GDP (n.d.)).
Such an attractive sector has been affected by COVID-19
due to restrictions on the movement of people and goods.
Despite the negative effects of COVID-19, the performance
of Omani ports has been positive with around 2500 vessels
visiting Omani ports in the first quarter of 2020 (Results
and in Handling, Cargo, Export, 2020). It is only local trade
and not international trade as Omani maritime trade is mod-
erately impacted by COVID-19 (Prabhu 2020a).

COVID-19 has severely affected the aviation sector.
According to an estimate, in Oman, the flight disruptions
could result in a 2 million loss in passenger volume (Covid-
19 impact: 16, 000 flights cancelled, 347, 000 jobs at stake
in GCC aviation industry 2020). Airports in Oman have
been major contributors to government exchequer in the
form of non-tax revenues. Revenues from airports to the
Oman Government were OMR 68.8 Million in 2018 (Nair
2019b). The number of flights landing and departing from
the three major airports in Oman, viz., Muscat, Salalah and
Sohar reached 104,830 up to the end of November of 2019
- serving 16.21 million passengers (million passengers use
Oman airports 2020). The aviation sector has grown three
times between 2010 and 2019. Hence, it has become imper-
ative to pursue the recovery plan to resume flights in the
Sultanate (COVID-19: Ministry prepares recovery plan for
resuming flight services in Oman 2020).

Even before COVID-19, the oil crisis had impacted the
real estate sector due to which property deals sharply fell
by over 10% by the end of September 2019 (Oman eyes key
real estate areas amid low rents and occupancy rates (n.d.)).
Despite this, the situation took a turn for the better from the

beginning of 2020. Wherein, the first two months of total
value of property transactions increased by 24% compared
to the same period in 2019 (Oman sees real estate deals
hit $1.63bn in first two months of 2020 2020). Then, the
introduction of COVID-19 worsened the situation as prop-
erty deals and real estate transactions have been affected
due to the restriction on the movement of people. The real
estate sector also suffered in terms of rent collection, as the
tenants were unable to pay due to jobs being affected by
COVID-19 (Kutty 2020).

3 Coping Strategies and Measures

The government and private sectors have been undertak-
ing coping strategies to combat the ongoing COVID-19
crisis. Hence, relief measures are being undertaken by the
Government of Oman to mitigate not only the effect of
COVID-19 but also the spillover effect of its coping strat-
egies. Number of relief measures such as relaxation of
regulatory compliance for certain businesses and request-
ing landlords to reduce or postpone rent (MOSD urges
landlords to exempt nurseries from rent 2020), are being
utilized. The following section attempts to present the
coping strategies and relief measures undertaken by the
Government and business sector(s) to mitigate the risk of
COVID-19 on the economy of the Sultanate of Oman.

The Government of Oman has been actively pursuing
stringent measures for controlling the spread of active cases
as well as deaths. Starting from the first implementation of
lockdown from 10th April 2020 in the Muscat Governorate
(Muscat lockdown from Friday, schools suspended until
further notice 2020) until the recent lockdown in the
Dugm and Dhofar regions including various tourist areas
such as Jabal Shams, Jabal Akhdar and Masirah islands
(Lockdown begins in Dhofar, tourist destinations 2020).
The Government of Oman has been trying its best to control
the spread of the deadly virus. In addition, the Government
has been opening multiple COVID-19 testing centers across
the country (Fourth COVID-19 testing centre opens in Seeb
2020) with world-class testing facilities. The Ministry of
Tourism has urged hotel owners to contribute a few of their
rooms towards the institutional quarantine as part of their
contribution to this national cause (Hotel owners urged to
provide free rooms for COVID-19 measures 2020). Oman
has always been at the forefront of research and develop-
ment and has been utilizing global and national data to
identify patterns that could be helpful in finding solutions to
control the spread of the virus (Oman identifies three local
strains of COVID-19 2020). Furthermore, the Ministry of
Health developed a health app, known as Tarassud Plus that
could help people identify the COVID-19 patients around
them (Kothaneth 2020) and this usage of a tracing system
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not only helps to control the spread of COVID-19 but also
assists in generating useful data that could help with deci-
sion making (New Covid-19 tracking system launched
2020).

As part of positioning Oman as an attractive logistics
hub in the region, and transform Oman into the central
gateway to India, Africa and Middle East, the Government
has been focusing on improving and upgrading the ports
despite COVID-19. Its efforts not to bring the industry
stand-still are evidence of its commitment to make Oman a
preferred logistics partner for global traders. For example,
the Transportation Ministry brought into effect new rules
for ship repairing (Transport ministry clarifies rules for ship
repairs in Oman 2020) and adopts the best global practices
in shipping sector operations through a single shop window,
Bayan (Transport ministry adopts best global practices in
shipping sector operations 2020).

The digital platform, Bayan, has drastically reduced the
clearance time to complete export documentation proce-
dures from 47 to 7 h (The logistics of performance. How
Oman is supporting businesses and driving global trade
(2020) Logistics Middle East. 2020). Similarly, several
actions have been taken by public and private parties to sup-
port the logistics sector during the current COVID-19 cri-
sis. Such measures include the physical closure of One Stop
Shop at Sohar Port and continuation of the business elec-
tronically in order to avoid physical contact (Dealing with
Covid-19 situation 2020). One of the leading logistics com-
panies, Hutchison Ports Sohar announced a 20% discount
on all containers discharged at Sohar port after 20th March
2020 as part of its support to encourage port activities. In
addition to the private sector, the Government holding com-
pany, Oman Aviation Group has responded by reducing the
air cargo handling prices for medicines and food from 26
baizas per kilogram to 15 baizas per kilogram (Newsflash—
Dealing with Covid-19 situation 2020).

The Central Bank of Oman (CBO), the custodian of the
Omani banking sector announced a liquidity incentive pack-
age of nearly OMR 8 billion to keep the economic activi-
ties moving in the country during the ongoing dual crisis.
In addition, CBO announced tax relief measures such as
allowing a deferred filing of tax returns and the payment
of tax up to 3 months from the due date, tax deductions for
all donations related to the COVID-19 pandemic, exemp-
tion of tourist and municipality tax of 4% to restaurants
and 5% to commercial establishments until 31 August 2020
(Hariharan 2020). In addition, it has decided to support
the tourism sector by postponing the collection of various
charges from tourism establishments until the first quar-
ter of the next financial year, 2021, to mitigate the impact
of COVID-19 crisis (Al Sherbini 2020). Furthermore, the
government has decided to allow the affected private sec-
tor firms to defer electricity and water bills for three months

(Policy responses to COVID-19 2020). Most importantly,
the Omani government’s acceptance and approval of devel-
opment projects to the tune of OMR 300 million is certainly
expected to support the national economy during the current
dual crisis (HM gives Royal Directive to execute projects
worth RO300mn 2020).

The government’s focus on encouraging youth to be
job creators instead of job seekers leads to a conducive
entrepreneurial ecosystem in the Sultanate of Oman. The
Government of Oman announced several measures to sup-
port entrepreneurship in the country. Some of the measures
implemented include, loan payments postponed, exemp-
tion of rent of small factories (Hariharan 2020) etc., The
government has liberalized the import of medical products
by reducing tariffs on medical products designated for the
Oman Ministry of Health in order to combat COVID-19. At
the same time, the export of masks and hand sanitizers is
prohibited to avoid any shortages during a period of crisis
(COVID-19 Temporary Trade Measures (n.d.)).

The adaptation of digitally innovative technology by the
Ministry of Agriculture and Fisheries has supported Omani
fish markets allowing them to flourish during difficult times.
When the fish market in Oman encountered supply chain
problems due to COVID-19, the technology initiative of the
Ministry of Agriculture and Fisheries, Behar, an integrated
online platform helped Omani fishermen to compete glob-
ally and escape the negative impact of COVID-19 (From
bustling Omani fish markets to online auctions 2020).
The Telecommunications Regulatory Authority (TRA) of
Oman permitted use of Voice Over Internet (VolP) plat-
forms, Skype, Google Meet and Zoom during the current
crisis which enabled organizations and institutions to con-
duct official meetings seamlessly (Coronavirus: Skype for
Business, two other apps legal to use in Oman 2020).

Petroleum Development Oman (PDO), the leading oil
and gas production company in Oman supported the edu-
cation sector by supplying equipment and 3D printers
to technical colleges aiming at building skills related to
4.0 industrial revolution (Oman and to provide 3D print-
ers to technical and vocational colleges, 2020). In addition
to voluntary measures, the Government has been taking
up mitigation efforts in the cement industry by introduc-
ing anti-dumping measures that are expected to work as a
neutralizer of the COVID-19 effect (Prabhu 2020b). The
Government has decided to focus more on gas (LNG) pro-
duction to mitigate the effects of the dual crisis (Oman’s
Economic Update 2020) and recover from the financial
losses occurred during the current year. The Government
of Oman has been trying to reduce the expenses by 43% in
the aviation sector, anticipating a revival within four years
(Nair 2020).

Table 2 below provides a snapshot of key socio-eco-
nomic variables of Oman impacted by COVID-19. The



V. R. R. Thumiki and H. Magd

60

(panunuod)

120 ‘Teak [eroueuy jo
1011enb 18I OU) 03 SIUSWIYSI[QRISD WSLINO) WOIJ $ITIBYD SNOLIBA JO UONOR[[00 Suruodisod e

9,67 AQ [[2J SONUAARI [A10H o

uoseas WSLNO) ()Z0Z—610¢ Surmp syrod raeur() Jsia

0] po[npayds a1om sdIys ISINIO Q7 [WSLINOY ISINID) o
020z Af pue

yore]\ Surmp pauue[d $)JUIA? [[e PI[[QOULD HFD(-ONUD
uonIqIYXd puB UONUIAUOD UBW() ‘WSLINO) DI
S$JSLINO} UOI[[TW § pajewr

1S9 punoIe 1s0[ :0Z07 (4LS) [BANISQ) WSLINO) YR[R[RS o

Ayeydsoy pue wisLmoy,

uononpoid (DNT) SeS uo 210U SN0 o
Ansnpur Juawad Iy} Ul saanseaw Jurdwnp-nue Jo uoronNponuJ e

A3oouyo9) Sunurd ¢ 9AnEAOUUT FUISN 0) NP
Sunmoeynuew juawdinba [eorpowr uo joedwir SJRIIPOIA]
S[eLIdJeW MBI UT A)I[IqRUIRISNS

-J[0s 0} onp SunIMOBINUEW JUSWD UO JoedwWT OJEIOPOA

Suumjornuey

61-AIAOD Jo 1edur aanesau oy odedsa snyy
pue £A[1eqo[3 9)odwod 03 uawysy ruew() padjoy wiope[d aurfuo pajeI3aul ue ‘Teyoyq o

JOIBUW [TB)1 JO QINSO[D 0) ANP SIAN] JO oL o

SOLIAYSY pue AIMNILISY

SIoZIIUeS PURY PUB SYSewW JO 110dX9 ) pAIqIYoId e

i[eay Jo AISIuTu uew() Y} I0J pajeu

-31sop syonpoud [edorpowr uo Jjure) uronpar Aq syonpoid [esrpaw jo Jodwr oY) pIzZI[eIaqIT e
0c0c sunf

0) [udy WOy SYuoW 921y} 10 SONIO [BLISNPUI ) UI SILIOJOR] [[eWs 0 Jual Jo uondwoxy «
syjuow XIs 0) punj pjyey v 03 SHINS Aq 9[qeded sooj pue syuowe)sur ueo] auodisod e
sypuow

901} 10J S[[1q JJem pue AJIOLNOA[Q JOYIP 0) SULIY 10309s dJeALid Pajodyje oY) MO[[Y e

0207 IsnSny [ ¢ [Nun S)USWYSI[qeISo

[BIOIOWIWIOD 0] 9 G PUB SJUBINEISAI 0] %4 JO xe) Afediotunu pue Js1moj jo uondwoxy .
orwepued 61-qIAQD 24} 03 PAIL[AI SUOTIBUOP [[B J0J SUOTONPIP XB], e

aep

anp Ay woly sypuowt ¢ 0) dn xey Jo Juowked pue SUINIAI Xe) JO SUI[Y PALIAJIP € SUIMO[[Y o
uolr[[Iut )O¢ JYINO Jo aun oy 03 s309fo1d Juswdo[oadp jo [eaoiddy «

a3eyoed aanuaour Ayrpmbiy uorrur § JYINO o

sqol 1oy 3ursof s1xIom ()00 LZ A[reau ;Juawkodwy «

SO[oIYQA JoSuassed ueyy a1ow

Pa109JJe 9q 0] SUI0T QIe SA[ELS ,SI[OIYIA [BIOIQWWO.) e
1911ddns Jofew oy ST BUIYD) SB IOJNS [[IM JOMIBW
sured areds s[rqowoine :axmjrpuadxe 29 uonduwnsuo)) «

120T Ul '€ 03
IYHN PUE (OZOT UL O°T 03 61T UI [°) WOI} UOHERU] «

JSBIIO0J ST 8°C— JO YIMOI3 9AT)e3aU (D

uoI[Iw ()OS YINO Aq D :393pnq de)s UBW() o

SO[QBLIEA OTWOUOIOIORIA]

waIsAs Suryoen yeay pue dde yreay snjd pnssere],

suraned AJriuopr 0] BJep [BUONEBU SB [[9M SB [8qO[3 oY) SuIZIinn g 29 Y «

Anunood ay) ur

SanI[IoR} Qunuerenb feuorIMNSUI AY) 03 ANQLNUOD 0) S[Aj0y Surdin £q yoroidde aaIsnoU] »
SI9)u2d aunuerenb pue s1uad 3unNsa) 61-JIAQD SutuadQ «

SpUR[ST YBIISE]] PUE JepyyV [eqe[ ‘SWeys

[eqe[ ‘SeaIk JSLINO) SNOLIBA SUIPN[OUT SUOIFAI Jejoy(] puk wbn( ur ur umopyoo[ MaN
KeJAL JO pud [0 O] [HdY UO 9)RIOUIIA0T JROSNIAl UT SUILIR)S UMOPYI0T o

sKep G UI pI[qQnop SIsLd dY) “d°T dunf Yig|
U0 §G0°CT 01 ABJA[ IS € UO G § WO} PISLAIOUL SISB)) o

SYIBIP pue s3SI §1-AIAOD JO peaids

NS 9y Sune3nmu Joj saInseaw pue sar3arens suido)

joedur oy jo uondrosag

alquLe

uew() Jo Juowuioaos oy £q sar3eens Surdoo pue uew( Jo AWOU0I U0 §1-(IAQD Jo wedw] g ajqgelL



61

A Snapshot of Socio-Economic Impact of COVID-19 ...

sioyine ) Aq poidwo)) 22.4nog

juar auodjsod J0 20npal 0] UO PI[[ED SIUM() «

Sjueud) WOy KI0A0091 [eIUDI MO o

Q1eISa By

SIeaK INOJ UNIIM [BATAI Y} SunjedIonue pue J0J09S UONBIAR UT 9, ¢ AQ sasuadxa 20npay «

sown[oA JoSuassed U SSO[ UOI[[IW T o

UONRIAY

weidorry Jod sezreq 1 0) weaSony 1ad sezreq 97

WOoIj POOJ pue saurdIpaw Joj seorid Jurppuey o31ed Ire ay) paonpal dnoi3 uonerAe uew() «
0T0T YoIeIN YO 1o1ye iod

IeyOS 1B PASIBYDSIP SIAUIBIUOD [[B UO JUNOISIP 9()7 PIOUNOUUE JRYOS $1I0J UOSIYOINH o

4 £ 0} /{ woIj seInpadoid uonejuawnoop

J10dx9 919[dw09 01 W) AOULILI[O ) PAoNPaI A[[eonselp sey ‘ueleq ‘wiope[d (N3 «
s101)U00 TedIsAyd proae 0}

JIopIo ur AJ[EOIUOIIO9[ SSAUISNq A} dNUNUOD pue 1104 Jeyos e doys dojs auo Jo aInsor) »

08119 JO QWIN[OA SSI[
90 @A1921 p[nod j1od yereres se joedwit AJBIOPOIA]

so1s130] pue uonejrodsuey,

UONN[OASI [RINSNPUI (), O} PRI SIS SUIp[Ing e Surwre saSo[[0d
[eoruyo9) 03 sxoyurd (¢ pue juowdinbe Surkjddns £q 10309s uoneonpa oy pejroddns uew
ur Auedwod uononpoid ses pue [10 Surped] oY) (Od) Uew JUAWAO[AIP WNA[0N »

SUOISIOAP
1ouj0 pue suonerado 1oy Joedwl pinod YoIyM S[00Yds
ueIpuy Aq paonpaI sem 99J UOHIN} UOI[[TW ' JYINO o
opow

QUIUO 0) UO PAAOW ANSNPUT oY) st Joedwr 9JBIIPOIA]

uoneonpyg

NS 9y Sune3niu Ioj saInseaw pue sar3arens surdo)

yoedur oy Jo uondrosaq

alqeLeA

(ponunuoo) g 3|qey



62

V. R. R. Thumiki and H. Magd

The hardest hit sectors may not see restart until 2021

Preliminary views of hardest hit sectors based on delayed recovery scenario - subject to change
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minimal ability to shift)

Fig.5 Impact of COVID-19 on aerospace/defense and air & travel. Source (Surico and Galcotti 2020)

chart explains each of the affected variables, their descrip-
tion along with related measures and coping strategies
undertaken by the Government of Oman for mitigating the
risks arising out of COVID-19 crisis.

These sections have highlighted the strategies and meas-
ures taken in Oman to reduce the risk and the impact of
COVID-19. Therefore, it is important to recognize the sec-
tors that will be hit much longer for the policy makers to
consider strategies to avoid economic recession. Figure 5
illustrates the fact that Aerospace/defense and Air & travel
will be the hardest hit sectors, which may take longer to
recover from the COVID-19 pandemic and as a result gov-
ernmental support will be needed to ensure economic sus-
tainability within these sectors.

4 Conclusion

These coping strategies could help businesses and regula-
tory authorities to normalize the situation but may also have
side effects. For example, the Government’s decision to cut
the budget could have a spillover effect on other sectors of
the economy as it is the major economic booster for the
economic cycle in this country. Several measures taken by
the Government of Oman even before the strike of COVID-
19 helped the regulations to either neutralize or moderate
the effect of the crisis on various sectors. The government’s
strategies to safeguard citizens’ interests during the dual

crisis is laudable. Innovative approaches such as Behar and
Bayan have successfully resulted in boosting the two main
non-oil sectors in the country, viz. fisheries and logistics
respectively. The government’s approval of OMR 300 mil-
lion in projects reflects the thrust on developmental activi-
ties as the government is aware its spending can fuel the
economy. Thus, a mature and professional approach by the
Government has enabled the Omani economy to mitigate
the associated risks and withstand the most severe effects of
COVID-19.
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Abstract

Even though ASEAN governments have considerably
flattened the Covid-19 curve through stringent contain-
ment measures however, these measures have resulted in
deep economic and financial disruptions. Consequently,
there is a need to investigate the economic and financial
impacts of Covid-19 so that relevant policies may be
developed by the ASEAN member states (AMS). This
study outlines the major economic and financial con-
sequences of Covid-19 and the strategies to minimize
these impacts. The findings reveal that the current situ-
ation of Covid-19 and the characteristics of AMS have
broad impacts on the GDP growth, trade, tourism, sup-
ply chains, MSMESs, and the financial market. This study
forecasts that these risks can be mitigated provided regu-
lators and policymakers in AMS focus on developing a
comprehensive and holistic approach by incorporating
functional response strategy, effectively mobilizing policy
tools, preserving production capacities, preventing lean-
ing supply chains, and switching to digital trade. Our
study contributes to the ongoing research on the current
pandemic outbreak and elucidates implications to reduce
economic and financial risks amidst Covid-19 in ASEAN.
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1 Introduction

Countries around the globe are battling to curtail the
spread of novel Coronavirus (Covid-19), a contagious res-
piratory disease caused by Sars-Cov-2 initially reported
in Hubei (Wuhan) China on 31 December 2019 (World
Health Organization (WHO) 2020). It has already affected
more than 16.55 million people and claimed 656,093
lives in 203 countries (World Health Organization (WHO)
2020). Following its alarming growth, the World Health
Organization (WHO) declared it as a global pandemic on
11 March 2020. American region has become the next epi-
center of Covid-19 with more than 8.84 million confirmed
cases and 342,635 deaths (World Health Organization
(WHO) 2020). As the virus continues to surge, scientists
and global health officials have warned that the world is yet
to face the worse due to the lack of global solidarity and
political differences among countries (Martin 2020). The
exponential growth of Covid-19 is forcing governments to
impose lockdowns and safety measures to halt its spread
which is burning the economic activities to nearly a stand-
still (The World Bank 2020). The pandemic has arrived at
the times when the global economy was scrambling towards
a downturn (International Monetary Fund (IMF) 2020). The
unprecedented disruptions asserted by the pandemic have
overturned everyday live patterns and many economists are
convinced that the world has formally entered into a reces-
sion (Times 2020).

The regional economies, businesses, and investments
across the world were reasonably optimistic while entering
into 2020 despite lingering fears of the US-China trade war
(Mikic et al. 2020). “World Economic Outlook’ published in
April 2020 projected a 2.9% growth in the global economy
however, the uncertainties associated with the pandemic
due to lack of medical interventions and slow economic
recovery overturned these projections (Crisis Like No Other
and Recovery 2020). IMF released another ‘Economic
Outlook’ report in June 2020 and warned the contraction
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of global economic growth by 4.9%. Many other economic
platforms such as ‘The Economist’ (The Economist 2020)
and The World Bank (The World Bank 2020) forecasted the
contraction of the global economy by 1.3% within the first
quarter of 2020 and the decline of global GDP by 5.2%.
The popular stock markets such as DOW Jones Industrial
Average (DJI), FTSE, and Nikkei substantially contracted
following the start of the outbreak (Bloomberg 2020).
Pandemic has an irreversible effect on travel, tourism, retail,
service, manufacturing, labor industries, and global supply
chains. Recent studies on pandemic mortality and morbidity
impacts describe it as the worst disaster in over a century
(Crisis Like No Other and Recovery 2020; Ferguson et al.
2020; Jorda et al. 2020).

The pandemic was first reported in China however, due
to trade and tourism propinquity and enhanced intercon-
nections Covid-19 disease soon spread to the neighboring
countries such as South Korea, Japan, Iran, and the coun-
tries in the Southeast Asian Nation (ASEAN) (OECD
2020a). Initially, the outbreak was controlled in countries
such as Singapore and Indonesia however, the uncertainties
affiliated with the pandemic and an increase in the infec-
tion rate prompted governments to further tighten the safety
protocols. Besides fears of an increase in the mortality rate,
the economic impacts of a pandemic will be irreversible
even if the countries control the spread of infection (The
Economist 2020). Covid-19 is expected to hit hard MSMEs
in emerging economies and most of the ASEAN economies
are characterized as emerging economies. The pandemic
impact and government response to economic recovery also
interest the scholars due to the facts associated with the
ASEAN region; it is one of the regional cooperation bodies
in the world which provides a discrete platform to enhance
cooperation, health, and security since 1980 (Association of
Southeast Asian Nations (ASEAN) 2020).

While the pandemic continues to claim lives, its serious
consequences have suppressed demand and supply chan-
nels particularly, countries dependent on the integrated
global value chains are exposed to the shocks of demand
and supply connectivity lost. China is the largest external
trade partner of the economies in ASEAN, about 17.1% of
ASEAN’s total trade and 6.5% of total foreign direct invest-
ment flows rely on the supply chain integration (ASEC
2020). Covid-19 is expected to contract international trade
by 13 to 32% by 2020 which is projected to have a deep
impact on ASEAN economies (World Trade Organization
2020). ASEAN community was established on the mutual
pillars of Political-Security Community, ASEAN Economic
Community and ASEAN Socio-Cultural Community
(ASCC) which used to mutually combat epidemics during
SARS, HINI, and MERS-CoV. ASCC's vision is to ensure
a healthy, caring and sustainable ASEAN community which

was a key to the ASEAN Post-2015 Healthier Development
Agenda in 2018. However, the nature of the current crises
entails a different holistic approach to ensure the safety and
health of the ASEAN community.

Furthermore, the decline in GDP growth, revenues, and
discretionary support has added to the debt and deficits of
governments. IMF reported that the global public debt will
soar to 101% of GDP in 2020-21 which is havoc for the
ASEAN community. (Crisis Like No Other and Recovery
2020) The rise in public debt and fiscal deficit raises con-
cerns over the capacity of the governments to provide sup-
port to the regional communities in ASEAN. Another report
on financial sector response to Covid-19 concluded that it
is impossible to estimate pandemic’s impact on macroeco-
nomic and financial markets (Ernst and Young 2020). We
argue that despite economists’ prediction of negative GDP
growth in 2020, businesses, economies, and the banks are at
a higher risk of devastating impacts. This has already been
witnessed in China, despite governments’ efforts to restart
and reopen businesses there is a decline in demand and gen-
erally people are reluctant to spend which is further slowing
down economic recovery. Therefore, we aim to investigate
the following two research questions;

1. What are the economic and financial consequences of
Covid-19 faced by AMS?

2. How AMS can mitigate the economic and financial
impacts of Covid-19?

To answer the above research questions, this study attempts
to categories the impacts of Covid-19 through a descrip-
tive analysis by reviewing the collective response strategies
of ASEAN society which will contributes to the ongoing
research on Covid-19 impacts and policy development.
In addition to the economic challenges ushered by Covid-
19, we also analyse the discrete capacity of each ASEAN
country to continue providing support for the regional com-
munities which contributes to mapping economic resil-
ience and developed capacities such as health, financial,
and economic response strategies to minimise pandemic’s
impacts. Lastly, we analyse the financial sector contribution
to facilitate the general public, businesses, and governments
in restarting the recovery process which contributes in ana-
lyzing the strength and response strategies developed by the
banks.

The rest of the paper is organised as follows; section
two review the literature and outlines the current situation
of Covid-19 in ASEAN and the response to the pandemic
outbreak. The third section discusses the adopted research
methods to analyze the collected data. Section four out-
lines the findings and discussion which comprise of various
economic and financial challenges faced by AMS. The last
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section concludes this study and suggests policies to fur-
ther improve the health, economic and financial situation in
ASEAN regions.

2 Literature Review

Current Situation of Covid-19
in ASEAN

2.1

ASEAN is a regional body in Southeast Asia comprised
of 10 member states having a population of more than 649
million and a GDP of US$2.8 trillion (Development and
Bank 2020). ASEAN member states (AMS) are effectively
coordinating and cooperating to control the spread of the
virus in the region, ever since the first case of Covid-19
was reported in the six-member states in late January 2020
(Association of Southeast Asian Nations (ASEAN) 2020).
As of 02 August 2020, there are about 267,534 confirmed
cases and 7,375 Covid-19 related deaths in ASEAN (World
Health Organization (WHO) 2020). Table 1 shows the cur-
rent situation of Covid-19 and the timelines of the first
reported case in AMS.

The above statistics indicate that the number of Covid-
19 cases is still escalating in the Philippines, Indonesia,
Singapore, and Vietnam. Most of the ASEAN countries
continue to impose safety measures such as partial lock-
downs, travel restrictions, contact tracing, and mandatory
social distancing to ensure the safety and health of the
public. While, other countries such as Brunei Darussalam,
Malaysia, Thailand, and Vietnam have gradually relaxed the
lockdowns and restriction of movements which has facili-
tated the start of economic activities. The situation remains
highly uncertain as the people are yet to acquire immu-
nity against Covid-19 due to the lack of medical interven-
tion. The nature of the current crises demands the ASEAN
community to render a holistic approach and cooperation

surpassing the traditional protocols and models to warrant
a timely, effective, and strategic response to minimize the
spread of disease.

2.2 ASEAN Response to Covid-19

2.2.1 Regional Response

Historically, ASEAN has mitigated several disas-
ters and health crises such as SARS, HINI1, and HIV
through frameworks developed in response to the epi-
demics. Currently, there are a few robust mechanisms
under the umbrella of ASCC which ensure the develop-
ment of a response strategy in ASEAN during Covid-19
(Association of Southeast Asian Nations (ASEAN) 2020).
The ASEAN Health Ministers, ASEAN Plus Three Health
Ministers, ASEAN plus Three Senior Officials Meeting
for Health Development (APT SOMHD). Establishment
of the ASEAN Emergency Operations Centre (EOC) net-
work to facilitate public health emergency and the visual-
ization of big data analytics is made possible through the
ASEAN BioDiaspora Virtual Centre (ABVC). Another
framework is the ASEAN Coordinating Council Working
Group (ACCWG) to cater to public health emergencies
(Association of Southeast Asian Nations (ASEAN) 2020).
All AMS implemented significant safety measures
to safeguard the health and welfare of its people. At the
regional level, significant measures are the 26th ASEAN
Economic Ministers (AEM) on 10 March 2020 stating
to render shared action to minimize the spread of Covid-
19 infection by leveraging technology and digital trade to
retain the connectivity of the supply chains and sustainabil-
ity. The leaders of ASEAN member States issued another
statement after the Special ASEAN Summit on Covid-
19 on 14 April 2020 calling for a post-pandemic recovery
plan and proposed to establish Covid-19 ASEAN response

Tab!e 1 Current situation of Country First case reported | Confirmed cases | Last 24 h | Deaths | Tests Recovered

Covid-19 in AMS (As of, 02

August 2020) Brunei Darussalam | March 10, 2020 141 0 3 29,841 138
Cambodia January 27, 2020 234 0 0 12,378 164
Indonesia March 02, 2020 108,376 2,040 5,131 | 866,539 65,907
Lao PDR March 24, 2020 20 0 0 27,106 19
Malaysia January 25, 2020 8,976 12 125 955,133 8,644
Myanmar March 23, 2020 353 0 6 115,701 295
Philippines January 30,2020 | 93,354 7,868 2,023 1,497,313 | 65,178
Singapore January 23, 2020 52,205 396 27 1,321,094 | 46,308
Thailand January 13,2020 | 3,310 6 58 703,001 3,125
Vietnam January 23,2020 | 545 81 1 261,004 373

Source WHO; Health ministries of ASEAN member states
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Fund (OECD 2020a). WHO issued a warning after notic-
ing the increase in infection rate in ASEAN and suggested
to scale up the efforts to curtail the spread of infection as
there were significant differences in the capacity to pro-
vide PCR (Polymerase Chain Reaction) tests (World Health
Organization (WHO). 2020). This warning increased the
policy convergence and triggered a united regional response
as the 36th ASEAN Summit in Vietnam in April 2020 was
postponed to June 2020.

2.2.2 Domestic Response

The domestic response strategy is a key to contain the
spread of Covid-19 in any country as domestic capaci-
ties are the first-line defense against the current pan-
demic (Anderson et al. 2020). Each AMS took substantial
measures according to the safety and health charter of
WHO. Brunei Darussalam managed to control the spread
of infection through its strategic response, outstanding
health facilities, and generous government support. All
the infected patients were treated freely at the National
Isolation Centre. The government immediately canceled
all the flights, imposed travel bans, cancellation, and of all
religious events and imposed nationwide social distanc-
ing measures. However, Brunei did not impose curfew as
the infection, and the mortality rate was under control. To
ensure the community welfare the government announced
the early opening of the Temburong bridge for the gen-
eral public and introduced a stimulus package of BND450
million to support the financial sector and MSMEs in pri-
vate business (KPMG 2020a). Banks in Brunei deferred
the loan payments of the private businesses affiliated with
hospitality, travel, event management, and food beverage.
The government also announced to contribute 25% to the
salaries of private-sector employees affected due to the pan-
demic. Additionally, the Ministry of Finance and Economy
(MOFE) established a virtual platform to unite the com-
munity and help local businesses (Ministry of Finance and
Economy (MOFE) 2020).

The infection and mortality rate in Cambodia are rela-
tively low as well as there are no deaths and new cases in
the country it is inferred that despite lack of Covid-19 test-
ing capacity the country has controlled the virus outbreak
through its distinguished safety measures. These measures
include mandatory quarantine, cancellation of the New
Year (Khmer) celebration and the government announced
to issue an economic stimulus package focused on the wel-
fare of the general public (KPMG 2020b). The government
announced to compensate workers with 5 days of public
holidays during an appropriate time. However, Cambodia
did not impose any lockdowns, restriction of movements at
public places, and cancellation of flights or travel ban. The
government also announced to provide financial assistance
for employees whose jobs were suspended due to Covid-19.

Indonesia had the highest infection rate among ASEAN
due to an inappropriate mechanism to combat Covid-19.
Indonesia announced to enhance restrictions on entry and
transit of foreign travelers and canceled its visa exemption
policy for short stay visits. The government declared a state
of national emergency on 31 March 2020 and imposed large
scale restrictions, closures of public places such as schools,
religious places, and non-essential workplaces. Other large-
scale measures include cancellation of religious, public
entertainment events, and limited public transportation
(OECD 2020b). The government announced a stimulus
package of US$26.5 billion to be used as a financial relief
amid Covid-19.

The Infection rate in Lao PDR is nominal however,
the local government and international bodies such as the
United Nations Country Team (UNCT) and WHO kept
the situation under control. The government continuously
assisted the businesses affected due to the pandemic by
implementing tax breaks and delay tax payments for certain
types of businesses. The World Bank-supported Lao PDR
to release the stimulus package of US$18 million and local
banks are encouraged to reclassify their debt and provide
interest rate incentives (KPMG 2020c). Many businesses,
servicing, and trade agencies were exempted from paying
annual fees. Additionally, the government established 17
hotlines to provide psycho-social support and counseling to
the public.

The spike in Covid-19 cases in Malaysia originated from
a mass religious gathering in Malaysia (Kuala Lumpur) on
27 February 2020. The event was attended by more than
14,500 Malaysians and 1,500 foreigners and most of them
were tested positive after the event. Since then, Malaysia
imposed tight safety measures to raise their defense by
restricting movements, curfews, lockdowns, travel bans,
and closure of borders (OECD 2020b). The Malaysian
Authorities announced to introduce a stimulus package of
RM400 billion and in addition to tax breaks and provision
of financial assistance to the affected communities and busi-
nesses (KPMG 2020d).

Myanmar had a relatively low spread of Covid-19 infec-
tion however, there were looming fears of an increase
in spread rate due to lack of testing capacity. Initially,
Singapore and South Korea donated 8,000 testing kits
which were insufficient compare with the overall popula-
tion. Later on, the United Nations intervened and donated
50,000 testing kits to enhance the testing capacity. The
country is vulnerable to the spread of disease due to poor
health system and financial inequality in the system. Instead
of fully locking down the country, the government imposed
partial curfew hours in seven major townships, banned
mass gathering, and canceled all the sports events. To cater
to the needs of affected businesses and people, the govern-
ment announced a stimulus package of US$70 million. The



Impact of Covid-19 on the Financial Regulatory Framework in ASEAN

69

general public was given other financial benefits such as a
reduction in interest rate, borrowing relives for businesses
and individuals, and tax waivers on goods (KPMG 2020e).

Philippines had the highest infection rate in ASEAN
despite its enhanced testing capacity and comparatively
better health facilities. The authorities in the Philippines
placed the entire Luzon Island community under quaran-
tine in April 2020 and extended until May 2020 (OECD
2020b). The policymakers suggested to impose lockdowns,
restriction of movements, and curfews to curtail the spread
of the virus. The country stopped issuing visas to foreign-
ers and canceled all its domestic flights and prohibited the
mass public gathering, closure of schools, and encouraged
the public to practice social distancing. The government
announced to provide financial assistance to the workers
lost their jobs due to lockdowns, declared a subsidy for 18
million citizens having a low household income, and banks
deferred payments of loans for one month (KPMG 2020f).

WHO regarded Singapore’s response to the pandemic as
satisfactory and aggressive as it used technology to verify
home quarantine, contact tracing through a mobile-based
software. Despite fears of a rise in Covid-19 cases, the mor-
tality rate is relatively low as Singapore has an infrastruc-
ture, prior experience with SARS pandemic, and facilities
to control the spread of infection (OECD 2020b). The gov-
ernment introduced stimulus packages of S$90.5 billion
to cushion public, businesses, and workers affected by the
Covid-19 outbreak. These packages were announced in
four phases and each phase catered to the needs of different
demographics and industry sectors in the country (KPMG
2020g).

Thailand's government responded typically according
to the WHO global framework of health and safety during
Covid-19. All major events in the country were canceled,
the mass gathering was prohibited, closure of schools,
sports complex, museums, libraries, and the restric-
tion of movements to minimize the spread of infection.

All domestic and international flights were canceled and
banned tourists from gaining entry to Thailand. The finan-
cial assistance to fewer privileged communities, work-
ers, businesses, and certain industry sectors was provided
through a stimulus package of 400 billion baht. Other
financial relives were an extension of timelines to repay the
loans, tax rebates, and reduction and delay in utility bills
(KPMG 2020h).

Vietnam responded exceptionally to limit the spread of
Covid-19 as there was a fear of a massive outbreak in the
country due to its large population and border with China.
The authorities’ readiness and enhanced safety measures
successfully capped the spread of the pandemic. The first
immediate action was the cancellation of all the flights to
and from Wuhan and closure of the border with China.
Vietnam imposed strict quarantines, contact tracing of
infected patients, and the government consistently remained
transparent in releasing the actual situation of Covid-19 in
the country (OECD 2020b). The local government declared
a financial stimulus package of US$12 billion focus on
the welfare and assistance to the public, businesses, and
the industries most affected due to the current pandemic
(KPMG 2020i). Additionally, the government provided tax
breaks, allowed to delay loan payments, and reduced land
leasing fees.

The nature of the response and implemented domestic
safety measures by ASEAN countries are represented in
Table 2.

3 Research Methods

This is a qualitative study based on the secondary sources
of data collected after reviewing and systematic evaluation
of various documents (Bretschneider et al. 2017). The eval-
uation of documents helps in collecting background infor-
mation and tracking changes and new development in the

Table2 Summary of AMS’
domestic response & safety
measures

Safety measures Countries
BRN | KHM |IDN |LAO | MYS|MMR | PHL | SGP | THA | VNM

Cancellation of major events v v v v v v v v I/ v
Lockdowns & curfews - v v v v v v v/ v
Closure of schools & public places | v/ v v v v v v v/ v
Restriction of movements - - v - v - v v v v
Contact tracing v - - - v - v v v v
International travel control v - v v v - v v o/ v
Public info campaign v - v v v - v v |/ v
Stimulus package v v v v v v v v |/ v
Wage support v v v v v v v v |/ v

Source Authors’ own creation
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case under investigation (Bowen 2009). Particularly, docu-
ments related to Covid-19 and its economic and financial
impacts in AMS and existing literature is reviewed to pro-
vide solutions to combat the pandemic. Firstly, this study
considered reports from the World Bank, IMF and OECD
to outline the economic impacts of Covid-19 in AMS to
develop the background information for the case under
investigation. Secondly, policy documents of the World
Health Organization (WHO), United Nations Economic and
Social Commission for Asia and the Pacific (UNESCAP)
and ASEAN were considered to propose the relevant poli-
cies to minimize the economic and financial shocks in
AMS.

4 Findings and Discussion

4.1 Economic Risks of Covid-19
in ASEAN

The great challenges posed by the Covid-19 outbreak
have brought the global economies to nearly a standstill
which creates a high uncertainty in the economic integra-
tion across all ASEAN economies. Center for Strategic and
International Studies’ report projected a sharp economic
downturn of ASEAN economies on a par with or even
greater than the Asian Financial Crises in 1997-98. (CSIS
2020) IMF economic outlook released in April 2020 fore-
casted the growth of 5 ASEAN economies by -0.6% in
2020 (International Monetary Fund (IMF) 2020) whereas,
the World Bank projected a negative GDP growth between
—0.5 to —5.0% of 3 member states (except Singapore) in
2020 (The World Bank 2020). The optimistic scenarios
(discovery of medical interventions) projected strong eco-
nomic growth in ASEAN in 2021 yet, the future is highly

uncertain as the case scenario studies found that economic
outputs may fall more than 15% year on year in 2020
Q4 (OECD 2020a). The structural characteristics of the
ASEAN region render it more vulnerable to exposure to the
shocks of Covid-19 (OECD 2020a). Some of the economic
fallouts of Covid-19 pandemic in ASEAN are as follows.

4.2 GDP Growth Downturn

IMF economic outlook projected that Asia and the Pacific
to experience zero growth in 2020 which is a worse growth
performance in over 60 years (Crisis Like No Other and
Recovery 2020). These estimations are based on the fact
that AMS are yet to develop immunity against the Covid-19
pandemic, by the the imposition of stringent domestic con-
tainment measures by the governments. The safety meas-
ures such as cancellation of large-scale events, suspension
of flights, closure of schools, restaurants, and restriction of
movements have negatively affected almost every sector of
the economy. A few ASEAN countries have already started
to ease lockdowns and curfews in phases however, the
uncertainties associated with this pandemic are an obstacle
to fully initiate the economic activities and recovery pro-
cess. A projection of GDP growth before the start of the
Covid-19 outbreak and during the pandemic presented in
Table 3 compares and explains the pandemic effects on the
GDP growth in ASEAN.

The table shows that before the start of the pandemic
outbreak GDP growth in ASEAN was projected to increase
by 4.9% on average between 2020 and24. However, the
emergence of Covid-19 resulted in revised forecasts indi-
cating that the growth prospects have severely deterio-
rated (Policy and Brief 2020). Even though a few ASEAN
states have curtailed the spread of infection, yet, the GDP
growth projections are negative which is perhaps due to the

Table 3 A comparison of AMS GDP growth before and during Covid-19

Country Before Covid-19 outbreak During Covid-19 outbreak Source
BRN 1.5% Sep 2019 2.0% 3 Apr 2020 ADB
KHM 6.8% Sep 2019 2.3% 3 Apr 2020 ADB
IDN 5.3% Official target, Aug 2019 —0.4% t0 2.3% 1 Apr 2020 MOF
LAO 6.2% Sep 2019 3.5% 3 Apr 2020 ADB
MYS 4.8% Official target 3.2t04.2%, —2.0t0 0.5% Feb 2020-April 3, 2020 MOF,
BNM
MMR 6.8% Sep 2019 4.2% 3 Apr 2020 ADB
PHL 6.5t0 7.5% Official target —0.6 t0 4.3% 19 Mar 2020 NEDA
SGP 0.51t02.5% Nov 2019 —4t0 —1% 26 Mar 2020 MOTI
THA 2.8% Dec 2019 —5.3% 8 Apr 2020 BOT
VNM 6.8% — 6.09-6.27% 9 March 2020 MOPI

Source ASEAN policy brief, 2020
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combination of factors such as plunge in oil prices resulting
in pressure on asset prices of both equity and fixed income
markets, countries’ interdependence on trade and invest-
ments, informal economic nature of the most of ASEAN
states, lack of a social protection system and most of the
revenue-generating sectors in ASEAN are heavily affected
due to Covid-19.

4.3 Trade, Tourism and Production

Disruption

The socio-economic impacts of Covid-19 shocks have
heavily affected the performance of the trade, tourism, and
production sector. The restriction of movements imposed
resulted in disrupted supply chains, a decline in demand
for goods, and limited flow of trade and investment.
China is the biggest trade partner and investor in AMS as
it holds 17.1% share in cumulative trade and contributes
6.5% foreign direct investments. Similarly, other Covid-19
hard-hit countries such as the US and EU are also key stra-
tegic and investors in the region. According to World Trade
Organization, global trade will plummet by 13% to 32%
in 2020 which means a significantly low trade and flow of
investments in ASEAN (World Trade Organization (WTO)
2020). Moreover, there is a fear that the trade is likely to
fall in the countries dependent on complex value chains. An
overview of AMS’ trade volume with its global partners is
presented in Table 4.

The spread of Covid-19 infection in ASEAN lead to
the suspension of flights to and from China which nega-
tively influenced the economies of all member states as
the Chinese tourists account for 20% of inbound tourists
in 8 AMS (OECD 2020a). Travel and tourism are signifi-
cant contributors to the ASEAN economy which is about

12.6% in 2018. Among all AMS, Cambodia, Philippines,
and Thailand are the most vulnerable states as these sec-
tors largely contribute to the GDP, employment, and export
revenue. The temporary closure of businesses, schools, and
cancellation of all major events to necessitate social dis-
tancing declined the demand for goods and many firms hes-
itated to increase their production capacity.

4.4 Covid-19 Impact on MSMEs Business

Most of the government stimulus packages provide support
for the businesses during Covid-19 however, the pandemic
shocks have exerted a steep pressure on their balance
sheets as many businesses are already loaded with debt
due to slow economic progress (BIS 2019). Businesses
are doubtful about their survival due to the current dura-
tion of the Covid-19 crises for instance, in the UK five
out of six businesses reported that the current crises have
created high uncertainty about their existence (European
Commission 2020). This will result in businesses scram-
bling for bankruptcy which will start a chain motion of
new bankruptcies due to a decline in demand and sup-
ply of goods and services from the suppliers. Especially,
ASEAN economies have a large number of micro, small
and medium enterprises (MSMESs) that are in need of eco-
nomic support to cushion their survival during the current
economic downturn. MSMEs in ASEAN are more vul-
nerable to economic shocks as they have lower access to
resources and information which is mandatory for their
survival. While, there are many sectors affected due to
pandemic outbreak, increasing risks of bankruptcy, SME
worker's furlough and large-scale business and household
loans will result in losses that will undermine confidence
in the financial system.

Table4 ASEAN share with Trade partners Trade (USS$ billion) Share to ASEAN total, in %
global trade partners
Total trade Export | Import | Total trade Export | Import

ASEAN total 2,825.3 1,436.4 | 1,388.8 | 100.00 100.00 | 100.00
Intra-ASEAN 650.7 346.5 | 304.3 | 23.03 24.12 |21.91
China 483.8 199.0 | 284.8 | 17.12 13.85 | 20.51
EU 160.9 127.3 9.17| 10.20 11.20 |288.2
[N 263.0 160.3 | 102.7 9.31 11.16 |7.40
Japan 231.7 1148 | 1169 8.20 7.99 |8.42
Korea 161.5 60.5 | 101.0 5.72 4.21 |7.27
Hong Kong, China | 118.3 100.2 18.1 4.19 6.98 | 1.30
Chinese Taipei 117.4 39.7 77.6 4.15 277 15.59
India 81.1 50.7 30.3 2.87 3.53 12.18
Australia 66.2 39.2 27.0 2.34 273 11.94

Source ASEAN policy brief, 2020
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4.5 Financial Markets Disruption

The imposed safety measures of lockdowns, curfews,
restriction of movements, and closure of schools, restau-
rants, and other public hotspots amidst Covid-19 have
enhanced the risk of businesses temporary or permanent
closure. Financial markets across the world have become
more volatile due to hesitation among investors which has
resulted in intensive crises worse than the global financial
crises. The pandemic effect on the financial sector can be
mapped by the spread of infection around the globe, econ-
omies, fiscal and monetary response, and measures devel-
oped for the protection of the fragile banking system.

Foreign investments were already moderating in ASEAN
even before the start of the pandemic which was a result of
trade tension between the US and China. Foreign equity
portfolio stock in ASEAN plunged by 25.1 in 2018 as the
key investors such as the US and EU withdrew. The most
affected Covid-19 countries such as the US and EU are the
largest (38.4, 27.1%) equity holders in ASEAN. Similarly,
these major investors also control the cumulative debt
investment stock: US 22.2% and EU 30.6%. The growth
of the debt portfolio was sluggish in 2018 as it merely
showed 0.3% growth in 2018. The FDI stock grew from 4.9
to 15.2% in the year 2018 and again the major investment
was done by US (14.1%) and EU (18.7%). The current pan-
demic continues to spread and affect the countries around
the world which will result in tight global financing condi-
tions. In January 2020 the global stock markets experienced
a brief upbeat trend however, the stock markets were unable
to stabilize due to pandemic outbreak.

The news of the pandemic across the globe plummeted
global stock markets. US Dow Jones Industrial Average
shed 2,999 points on 16 March even it left behind the
‘Black Monday’ stock market crash in 1987. The unprec-
edented uncertainties associated with the pandemic has
resulted in rapid capital outflow which has depreciated for-
eign exchange markets. The spread of infection in ASEAN
has wiped out the stock market values in Indonesia, the
Philippines, Thailand, and Vietnam. In ASEAN, Vietnam
experienced the largest drop of 29.3% as the stock shed
274.1 points, however, the downtrend was relatively con-
trolled in Malaysia as the stock market declined by 11.8%
from the initial outbreak to the spike of Covid-19 cases.
In terms of exchange markets Thailand, Indonesia, and
Singapore experienced the largest depreciation while
Indonesia shows the worse depreciation of 19.8% among all
AMS.

A review of macroeconomic fundamentals indicates
that many AMS have significant (more than 30%) debt in
proportion to GDPs which relies on reserves of foreign
exchange. If the exchange rate continuously depreciates it

will lead to an increase in debt payment and will increase
the risk of debt sustainability. Indebtedness can also result
due to hesitation and fear among foreign investors as these
investors tend to invest in safe assets. The borrowing cost
will increase if the credit rating continues to decrease how-
ever, for factors such as broad liquidity, the significant cur-
rent account balance can safeguard the economies of the
countries.

The government capacities to introduce the stimulus
packages may be limited in AMS due to the disproportional
fiscal deficit. AMS have set aside their fiscal deficit targets
and have substantially increased their debt by borrowings
to curtail Covid-19 spread, to allocate budget for the health
sector and to cushion the economy amidst pandemic crises.
This again will increase the issues of debt sustainability and
risks of foreign exchange depreciation particularly, when
these governments continuously tap foreign credit and
capital markets. Finally, oil-exporting AMS economies are
capped due to pandemic which alternatively has yielded a
lack of demand and influx of oil supply in the global market
resulting in a sharp decline in prices.

5 Conclusion

This study analyses the economic and financial impacts
of the Covid-19 outbreak in ASEAN and provides regula-
tory and policy implications for the governments thriving
to rebuild the domestic and regional economies. Our study
indicates that the characteristics of ASEAN economies and
the current situation of the Covid-19 pandemic poses sig-
nificant impacts on the GDP growth, trade, tourism, sup-
ply chains, MSME:s, and financial markets. These risks can
be mitigated provided ASEAN governments and regional
banks to develop a comprehensive and holistic approach
by bolstering regional response, effective mobilization of
policy tools, maximiszng production capacities, preventing
leaning supply chains, and switching to digital trade.

5.1 Policy Implications

Globally, millions of people are infected by the Covid-
19 pandemic and it continues to claim lives and impose a
direct impact on everyday life. Besides mortality affects
the morbidity effects are significant, large, and perhaps
irreversible. Some of the common impacts of Covid-19
are economic and productivity loss, breakage of the supply
chain, workers’ furlough, financial pressure on businesses,
and household. Generally, it is narrated that the world has
already entered into a recession hence, government inter-
ventions precisely need to cater to the most significant
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components of the economy at the regional and domestic
level to ensure public safety, restore people's confidence,
preserve financial stability and initiate the recovery process.

5.1.1 Bolster Regional Response

There is a high risk of pandemics like Covid-19 in the
future but it is obscure and the intensity of future pandemics
is unspecified. The experience from the current pandemic
signifies the urgency of developing a comprehensive and
holistic regional response mechanism. This response mech-
anism should extend beyond the implication of health and
contemporarily resolve and mitigate the economic, busi-
ness, and people risks. These response mechanisms need to
cater to cross-sectoral, cross-pillar, and multidimensional
solutions to minimize the impacts of the pandemic within
the socio-economic structure and capacity of AMS. From
an economic perspective, the developed response mecha-
nism immediately needs to provide a pragmatic solution
related to financial stability, macroeconomy, supply chain
connections, production, and readiness to restore the econ-
omy once the pandemic subsides. In the face of current and
future pandemics, ASEAN countries need to strengthen
national and regional cooperation with the global commu-
nity so that health authorities take every possible interven-
tion to protect and upgrade and save the lives of people.

5.1.2 Effective Mobilization of Policy Tools

AMS need to ensure that it effectively mobilizs all of its
macro-financial and structure tools as the economic risk
of Covid-19 is being posed with unprecedented speed and
magnitude. It is difficult at this stage to gauge the supply
effects triggered due to lockdowns, curfews, and restriction
of movements however, for economic sentiment it is man-
datory to estimate the impacts and develop a strategy to
resolve the demand issues through financial fiscal, structural
and social tools. Therefore, a holistic approach is required
to address the supply and demand issues through targeted
support which will cushion economic impacts and social
damage caused by Covid-19. Policymakers need to ensure
that their policy tools are mobilized in an implicit manner
which strengthens the social safety nets and helps in pov-
erty alleviation. ASEAN countries have a significant popu-
lation employed on daily wages which is most affected by
lockdowns and restriction of movement measures. Hence,
governments must ensure that all vulnerable communities
are protected and supported through the mobilization of
their policy tools.

5.1.3 Maximizing Production Capacities

As most of the AMS embark on the fourth phase of lock-
downs and prepare to resume economic activities, poli-
cymakers are required to ensure that the firms start with
a maximum production capacity so that economic and

financial losses during the outbreak can be covered. The
policymakers need to ensure that firms and businesses have
sufficient support to resume their operations and their debts
are postponed which will lessen their burden that will maxi-
mize their production capacity. Additionally, preservation of
production capacities will allow AMS to diversify produc-
tion for export purposes which will develop resilience and it
will also preserve an open competitive market environment.
The preservation of production capacities will also allow
firms to maintain their existence in the market and do not
furlough its workers especially MSMEs.

5.1.4 Functional Supply Chains

The prolonged state of the current pandemic has strained
the supply chains which will poise challenges to the food
supplies for the agricultural businesses, processing plants,
shipping industries and retailers involved in the import and
export of essential medical equipment. ASEAN countries
need to ensure that supply chains are free from bureaucratic
and taxation hurdles so that supply chains remain functional
and firms continue to yield the maximum output. AMS need
to review their trade and taxation protocols to create a con-
ducive environment for the flow of essential supplies and to
warrant a proportional balance between demand and supply.

5.1.5 Switch to Digital Trade

While the future remains highly uncertain about pandemic
subsiding, ASEAN countries need to leverage digital trade
to resume the economic frontiers. Switching to digital plat-
forms will help these countries in mitigating existing and
future production losses and will provide an opportunity
to learn to work in a remote environment. Social networks
are a potential beneficiary of digital trade as the escalating
fear among the public to get affected by virus had shunned
consumers away from physical stores and crowded places.
AMS need to address digital trade divide at the regional and
domestic level on an urgent basis and enhance cybersecurity
to grab the low hanging fruits of digital trade.

5.1.6 Financial Implications

The world is facing the worst health crises after a century
that signifies that government and regulators support to
uphold the economies. Additionally, financial agencies
such as IMF, The World Bank, and Asian Development
Bank (ADB) are the driving forces to sustain the ASEAN
economy. Especially, banks need to have sufficient capi-
tal and buffers to absorb the economic shocks and provide
contemporary support for the various stimulus initiatives
focused on the welfare of the community. It is impossible at
this stage of the pandemic to generalize the actual impacts
on the community however, banks need to play their role
in the smooth transmission of stimulus measures to the
economy. Almost all ASEAN governments have addressed
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the immediate need of marginalized communities and vul-
nerable sectors and declared the financial assistance yet,
the banks hold responsibility in ensuring access to these
facilities.

Firstly, banks need to design a response strategy based
on immediate, reboot and react, and adoption to the new
world to cater to the needs of governments, investors, and
its customers. Secondly, banks should leverage pandemic
as an opportunity to fast forward their strategy focused on
crisis management, operational efficiency, customer pro-
tection, and review of the business model. This will help to
dvelop resilience in the financial sector and potentially con-
tribute to the management of current crises. Lastly, financial
sector players such as banks can play their role in the effi-
cient transmission of money across banks and real econo-
mies which will help ASEAN governments to widen their
fiscal monetary policies and provide support for businesses.
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Behaviour of Islamic and Socially
Responsible Indices in Crisis Period
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Abstract

The COVID-19 was an unexpected health crisis that
propagated into several countries as a result of globali-
zation, where it was quickly transmitted to the stock
markets by decreasing value, and the same thing was
observed since the 2007-2008 subprime crisis. These
crises are without doubt part of the undesirable effects
of the stock markets since they negatively impact their
behaviour, although the developed markets are less
affected than emerging markets by the effects of cri-
ses reflecting on their growth, and in our case study
(COVID19) health crise. It’s in this context that during
this period several indices that attempt to replicate the
performance of a market move downwards as well as
upwards, hence the need to understand this behaviour in
particular during this period. As traditional indices, ethi-
cal indices appeared in the 1980s and developed until the
1990s, where they are defined as a subset of their tradi-
tional benchmarks after going through a filtering process
and constitute a separate investment area offering inves-
tors investment opportunities in line with their personal
convictions and strategic orientations; These indices
have been the subject of a few studies on their behaviour
in the period of crisis, particularly in a developed coun-
try context. This article, therefore proposes to analyse
the behaviour of ethical indices both socially respon-
sible and Islamic in times of health crisis (COVID19)
in a context of emerging countries from two different
regions, Africa and Asia by reviewing their context, via
their filtering criteria and an in-depth graphical analysis.
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Our results show that there is a highl correlation between
these indices and the absence of a difference in perfor-
mance in times of crisis.
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1 Introduction

The reference to ethics is becoming more popular than
ever because of the succession of financial crises. Indeed,
finance itself is at least due to the multiplicity of unethical
financial practices, it is in this context that ethical finance
responds to the ethical character of finance through the
regulation of the allocation of savings based on social, eco-
nomic, moral and governance guidelines etc.

Ethical finance does not have a universal definition, the
majority of definitions are complementary (El khamlichi
2012). According to (Spiteri 1993) ethics is of a general
nature and morality is more individual. Ethical finance can
be socially responsible, manifested by socially responsible
investment as the most dominant form or morally respon-
sible (Ghoul and Karam 2007), and in the case of Islamic
finance, the latter has similarities with socially responsible
investment (Novethic 2009) in terms of filtering and selec-
tion criteria.

In view of ensuring the sustainable and efficient func-
tioning of stock markets, good ethical behaviour on the part
of market players is essential in this respect, indeed finan-
cial engineering has enabled several stock exchanges to
make available a range of products and services that meet
the demand of ethically minded investors. The case of
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socially responsible and Islamic stock market indices is the
subject of this paper.

Since their launch in the 1980s, these indices have been
the subject of several studies, the first work focuses on
the feasibility and functioning of these indices and then
extended to their financial and extra-financial performance.
This remains a debate that has not yet been resolved. Few
studies have focused on the behaviour of ethical indices in
a context of crisis where the majority of them have been
in developed countries and these are all the interest of this
study that comes manifested by the ethical commitment of
emerging scholarships by studying the behaviour of ethical
indices in a context of emerging countries since they are the
most affected by the crisis.

South Africa and Malaysia are one of the emerging mar-
kets that have socially responsible and Islamic indices with
different approaches of selection and filtering. We try in the
following to study the behaviour of these indices in times
of health crisis such as COVID19 as the research question,
with the hypothesis if there is a significant impact on the
behaviour of these indices or not during this period?

The remainder of this paper will be structured as fol-
lows. The first section presents literature review and the
previous studies related to SRI research and Islamic indices,
then the second section will analyse the behaviour of these
indices in health crises context and the data. The next sec-
tion elaborates on the methodology used followed by the
result and the discussion. Finally, conclusion and recom-
mendation for future research are discussed.

2 Socially Responsible Indices

The successive crises have provided an opportunity to
review investment practices, which is obvious given the
performance of the stock markets. This can be seen in
the case of socially responsible practices developed in
recent years and are considered as an important factor for
the development of the financial market. As well as this
plan is made explicit in the corporate social responsibil-
ity, allowing a strategic choice for the company to raise
capital within a framework of responsible practices, or for
the socially responsible investor’s aims to generate social
impact through an investment selection process based on
compliance with ESG standards. Therefore, the commit-
ment is reflecting the willingness of these actors to change
the world view towards sustainability. This concept began
to take off since the publication of the Brundtland report
(1987) who used the definition of ‘“sustainable develop-
ment”, as “development which meets the needs of the
present without compromising the capacity of future gen-
erations to meet their own needs”. It was reinforced by
the holding of other events such as the Conferences of the

Parties (COP), climate summits (the most recent were held
in Paris 2015, Marrakech 2016, Bonn 2017, Katowice 2018,
Chile 2019), the RIO summit etc., and all these events con-
tribute to the reinforcement of respectful practices.

Looking for the interest in ethical practices growing,
financial markets are no exception in order to satisfy all
stakeholders, where the main goal is to create an environ-
ment of trust that allows for good behaviour by market
players. In recent years several stock exchanges have set
up their socially responsible indices in order to meet the
demand of ethical investors, the use of these indexes allows
calculating the performance of market or the performance
of a share that meet ESG (environment, social, governance)
criteria.

In this regard stock market index can be defined as an
indicator that makes it possible to measure the evolution
over time of the performance of a stock market, a sector of
activity, or a sampled portfolio (Topsacalian 2000, p. 54). In
the literature review there are two principal types of index:

— A broad index is an index that represents all economic
sectors in a market. This sign allows managers to make
sector forecasts in order to judge performance,

— A narrow index is calculated from the floating capitali-
zation; it includes the most active stocks in the market
selected on the basis of several criteria such as liquid-
ity, etc. This indicator is perfectly suited to portfolio
management.

Stock market indices help investors to judge the perfor-
mance of the stock market, where they are calculated by
four technical of weighting:

e Price weighting: its method of calculating the arithmetic
average of prices, which means that securities have a low
value and a low impact on the index and vice versa.

e Equal weighting: its method of calculating the aver-
age percentage change in listed financial securities.
The example of the S&P 500 can be given, which is an
equally weighted index in the United States.

e Market capitalization: most indices are capitalization-
weighted; the capitalization of security its market value
defined by the company’s weighting in the market

e Float weighting: used by the main international stock
exchanges, the calculation of the floating market capi-
talization takes only the securities available in a market.
For example, the CAC 40 in France.

These methods are also a way to compare each index with
the others, and it could sometimes give opposite results due
to several parameters, like the calculation method chosen,
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the representativeness of the sample, the specificity of each
market, etc. There are other methods that allow evaluating
the performance like Sharpe ratios, Treynor and Jensen’s
alpha, which also have certain limitations, such as distribu-
tions of returns that can deviate from the normal law or the
variability of betas (Grinblatt and Titman 1989).

However, in their conception the classic index differs
from an ethical index, which is obtained after filtering a
conventional index on the basis of criteria defined by rat-
ing agencies that meet ethical principles. These criteria are
generally defined on the basis of extra-financial selection
that differs from one rating agency to another. This is due
to the lack of standardization of ethical stock market indices
Pérez-Calderon et al. (2012) or the fact of the legitimacy of
these agencies.

In the history ethical indexes appeared in parallel with
social rating agencies, where the first index was the Domini
400 social index (DSI) proposed by the KLD agency,
then other indexes appeared during the 1980s such as the
FTSE4Good, ASPI proposed by the Viego agency, or the
Dow Jones Sustainability Group Index (DJSGI). The lit-
erature of ethical indexes remains mixed given the recent
nature of these indices, but the subject is beginning to gain
momentum in the face of ethically conscious investors, who
question the model of Western financial capitalism, which
assumes that the creation of shareholder value is the only
performance criteria. Indeed, these investors are interested
in financial performance but more specifically in ethics.

The Performance of SR Stock Market
Indices in the Literature

2.1

A few studies have focused on the performance of ethical
indices (Fowler and Hope 2007), however, most of the stud-
ies analyse the financial performance of an SR index by
comparing it with a traditional index which is a case of the
studies below:

In the United States, Sauer (1997) compared the DSI400
index with two benchmarks, the S&P 500 and the CRSP,
and concluded that there is no difference in performance
between the two indices, which can be explained by the
absence of the impact of ethical screening on performance.
Then El Khmlichi (2019) conducted a study comparing the
S&P 500 Environmental and Socially Responsible Index
with its conventional index (S&P 500) using the daily quo-
tations of the two indices for the period from September
2010 to March 2016, where the comparison showed that
there is no significant difference in performance between
the two indices.

In an attempt at an international study, the study by
Hamid and Sandford (2002) focused on the analysis of
European and American ethical indices. The study revealed
constraints to the comparison, in particular the selection
criteria that differ between these indices. The same com-
parison study was adopted by Saout (2005) when compar-
ing the ethical indices of the Dow Jones family and those of
FTSE4Good. He pointed out that the indices raise some dif-
ferences in size, weighting, calculation method, and index
construction, which makes comparison difficult. In addi-
tion, the authors Maux and Le Saout (2004) analyzed the
performance of four ethical indices in the FTSE4good range
and the DJSGI index over this period from 1 January 1997
to 1 December 2002 and concluded that their performances
are equivalent to traditional indices and may in some cases
outperform if the market is bullish and underperform if the
market is bearish. They even noted that in the UK market
the ethical index outperforms the FTSE 100 index.

A more exhaustive study was carried out by Vermeir
and Friedrich (2006). They studied six socially responsible
indices with their traditional counterparts during the period
from 31/12/97 to 31/12/04: it’s about the indices ASPI ver-
sus Stoxx Euro Index, ESIE versus MSCI Europe, ESIG
versus MSCI Word, Dow Jones Sustainability Group Index
versus Dow Jones Global Index, Domini Social Index ver-
sus S&P 500 and finally the FTSE4Good Europe versus
FTSE Europe. The results indicate that four out of six indi-
ces outperform their benchmarks, and the return of socially
responsible indices is statically not different from tradi-
tional indices but the risk is high. The authors state that the
comparison of returns does not allow to define which part is
allocated to profitability and which part is allocated to the
financial style that is why they used the model of (French
and Fama 2003); The authors conclude a positive sustain-
able effect on five out of the six sustainability indices and
explain the difference in returns that they are not attribut-
able to the CSR filter but to other elements of risk and style
(small caps/large caps).

Besides the studies that have analyzed the performance
and volatility are very rare testified by the study of Sudha
(2015) who analyzes simultaneously the performance and
volatility of the S&P ESG India index with two major mar-
ket indices, namely the Nifty and the S&P CNX 500 using
daily index data. The study indicates that while the daily
compound returns of the ESG India Index are not statisti-
cally different from those of the Nifty or the CNX 500, the
annualized returns of the ESG India Index were better than
the returns of the other two indices.

In the context of the crisis El Khamlichi (2013) analyzed
the behavior of stock market indices during the financial
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crisis, the choice of comparison was made on three SR stock
market indices representing Europe, Canada and the United
States by comparing them with their traditional counterparts
during the period December 2007 to January 2010. The
study concludes that the SR indices follow the same trend as
the traditional indices in times of crisis, where the author’s
idea is similar to Saout 2005 which confirms that there is no
difference in returns between these indices.

Ethical indexes can provide superior performance as they
allow for the selection of companies according to inclusion
criteria or even eliminate certain risks such as ESG risks.

All in all, more than thirty years later, the debate does
not seem to be over yet on the under or over performance
of socially responsible indices and seems very limited in a
crisis context.

Presentation of Stock Market Indices
Around the World

2.2

The growing share of the socially responsible investment
has given rise to the concept of socially responsible indi-
ces, which is not recent but dates from the 1980s. This
paragraph proposes to study the emergence and a sample of
these ethical indices around the world.

United States

Ethical practices have increased significantly since the
Second World War and the following events such as racial
discrimination, the fight against child labor and lobby-
ing against the arms and nuclear industries. It is in this
context and in the early 1980s that the first ethical index
(South Africa Safe Equity) appeared at the initiative of the
Boston Bank in the United States due to the government’s
request that calls companies to stop the trade activities with
South Africa on the way to purify their ethical investment
portfolio a country known at the time of racial segregation
against blacks. The appearance of rating agencies allowed
the launch of the DOMINI 400, based on the classic S & P
500 index launched in May 1990 by the KLD agency, it is
a capitalization-weighted index comprising 400 U.S. stocks
of the top-performing companies in terms of sustainability
and was in several years the only ethical index (Maux and
Le Saout 2003), it is a benchmark for socially responsible
investors. Sectors that are excluded are Tobacco, Alcohol,
Weapons, Gambling and Nuclear... A new index appeared
in June 2020 which is the Calvert US Responsible Core
Responsible Index created by the management company
Calvert Investments, based on positive and negative filter-
ing. This index is a reference for measuring the performance
of large socially responsible companies.

Europe

Socially responsible stock market indexes in Europe
appeared at the end of the 1990s, and companies were
selected on the basis of their positive results in sustainable
development practices, the rating criteria of which differ
from one rating agency to another. The review of the inclu-
sion or exclusion of companies in these indexes is carried
out either quarterly, annually or half-yearly, depending on
the criteria of each rating agency.

The famous index in Europe is ASPI: (Advanced
Sustainable Performance Indices) created in 2001 by the
French agency viego, whose stock selection does not
exclude any sector and uses a scoring system. ASPI is a
benchmark index in Europe made up of 120 of the best per-
forming stocks in the DOW Jones Euro Stoxx index accord-
ing to sustainable development criteria.

Other Indices in a Context of Emerging Countries

As for emerging markets, the Casablanca Stock Exchange
was the first stock exchange in the Maghreb region to
reward the social commitment of the listed companies, by
launching in 2018 a CSR index named ESG10 launched
by the Viego rating agency. The index is composed of ten
listed securities which represent more than 68% of the
total capitalization of its benchmark index, MASI, and
whose inclusion principles are set on the basis of ESG cri-
teria. Next Turkish Stock Exchange also launched its BIST
Sustainability Index in 2014 in cooperation with Ethical
Investment Research Services Limited (EIRIS), which eval-
uates the companies listed on Borsa Istanbul on the basis
of international sustainability criteria. In the same context
of emerging markets, the Brazilian stock exchange has had
its own ethical index since 2005 in collaboration with the
Brazilian ethics agency FGV-EAESP, where the index is
considered the first in Latin America. Adding also the South
African stock exchange which also has its own ethical index
in 2004, the Johannesburg stock exchange is the first emerg-
ing market in association with FTSE Russel to have formed
in 2004 a series of socially responsible index FTSE/JSE
SRI Index.

23 Screening Process

Socially responsible indices are subsets of investment uni-
verses (Le Saout 2005, p. 24) of their benchmark indices.
Several selection methods exist in the constituents of these
indices, where we present in the following a set of main
methods going from the selection process to the filtering
criteria used by the rating agencies.
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The selection process or component of an ethical index
starts with the universe by choosing a benchmark index,
then the agency applies extra-financial criteria by excluding
certain securities (if the filtering is negative). Agencies may
also integrate market capitalisation criteria such as the DJSI
Word or free float criteria such as the FTSE4GOOD.

The methods of screening are passive; they can be either
positive, including thematic funds that focus on environ-
mentally friendly sectors, or best-in-class approaches to
select companies with the best ESG scores. They can also
be negative; this technique is widely used by many funds
in the United States and excludes sectors such as tobacco,
alcohol, armament, etc., or combined between the two
criteria positive and negative, giving the example of the
American agency KLD or the British agency EIRIS. This
approach makes it possible to obtain an overall financial
and extra-financial performance.

Concerning the filtering processes are also subjective
because of the lack of standardization between the rating
agencies, one can find security that excludes in one market
and present in another market and this comes back to the
ethical vision of each agency and country.

In general, three principal approaches are identified:

e Best in class: consists in retaining the most convincing
values of sector activities in terms of ethical behaviour

Table 1 Methodologies employed by the major sustainability indices

that allow giving rise to a good degree of diversification
as this approach does not exclude any sector that differs
from sectoral or ESG approaches;

o Best Effort: This approach leads to focus on compa-
nies that demonstrate the best ESG efforts, it allows
an objective development perspective to more efficient
practices;

e Best in universe: This is a method of selecting the com-
panies with the best ESG ratings, regardless of their sec-
tor of activity;

It is also noticeable that investors in their socially responsi-
ble investment processes use additional techniques known
as normative exclusion based on international standards
defined by international bodies such as the United Nations
or combined with ESG factors.

The presence of security in an ethical index increases its
visibility among investors, and its weight in a financial mar-
ket becomes more important since it has gone through a fil-
tering process that allows it to include an ethical index that
is generally more concentrated than its benchmark index.

Talking about ethical indices refers to screening pro-
cesses, the SR indexes focus on ESG criteria, but Islamic
indices have more detailed rules in accordance with sharia
principles. The following part will be devoted to literature
of Islamic indices (Table 1).

Indices Index tracked

Methodology

Calvert Group: Benchmark Index:

Negative Screening Criteria:

The Calvert Social Index None Excludes companies with bad environmental records and
those operating in nuclear power, weapon, tobacco, alcohol or
gambling

Dow Jones/SAM: Benchmark: Positive Screening Criteria:

Dow Jones Sustainability Index Dow Jones Global Index Includes companies that score highest on a comprehensive list of

sustainability criteria

Ethibel/S&P:
Ethibel Sustainability Index

Benchmark Index:
S&P Global 1200

Positive Screening Criteria:

Evaluates companies according to four main criteria: internal
social policy, environmental policy, external social policy, and
ethical economic policy

FTSE Benchmark Index: Mixed Screening Criteria:

FTSE4Good Fortune 500 Excludes companies operating in: tobacco, nuclear systems,
weapons systems and uranium. Includes companies based on
qualitative judgments about: environmental sustainability, rela-
tions with stakeholders, and human rights

KLD Analytics: Benchmark Index: Negative Screening Criteria:

Domini 400 Social Index Fortune 500 Excludes companies operating in: weapons, alcohol, tobacco,
nuclear power and gaming. Also excludes companies based on
qualitative judgments about the environment, diversity, employee
relations, and product

Viego: Benchmark Index: Positive Screening Criteria:

Advanced Sustainability Performance DJ EURO STOXXSM Rewards companies for introducing sustainability criteria

Indices

Source Fowler and Hope (2007)
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3 Islamic Indices

Islamic finance is based on the laws of Islam, known as the
principles of Sharia, which are considered the economic
course of action for Muslims. The sources of Shariah can
be found in the Qur’an, the Sunnah (the words and actions
of the Prophet), the [jmaa (consensus of Islamic scholars),
the Qiyas (authenticated analogy), and the Ijtihad (rational
intellectual efforts).

As was pointed out in the introduction of this part, five
principles fundamental of Islamic finance are defined:

1. The prohibition of interest (riba) and usury: Allah said in
the Coran “Allah has permitted trade and forbidden riba”
(Surah Al Baqgarah, verses 275-81)

2. The rule of profit and loss sharing: This principle finds
its source in Hadith of our Prophet (£8) in the Messenger
of Allah said: “Profit follows responsibility”.

3. The prohibition of Gharar and Maysir: futures, options
and speculation, etc. ...

4. Financial assets must be backed by a tangible asset
(Asset Banking).

5. The prohibition of investing in illicit sectors (Haram).

As known Islam is one of the big important religion in the
word with about 1.8 billion Muslims, Islam is focused on
ethical practices with respect of sharia. The Islamic finan-
cial system is one of those and is composed of the Zakat,
Wagqf, Islamic banks, Islamic microfinance and Islamic
capital market, represented by Islamic indices that consti-
tute the universe of investment etc. These will be one of our
paper subjects.

Establishing the context background, the emergence of
Islamic banks around the world are the first system that ini-
tiates financial Islamic system, however the Islamic capital
market was in an embryonic stage, but nowadays, the devel-
opment of Islamic capital market becomes indispensable in
order to meet the demand of investors who want to grow
their capital without compromising their religious beliefs.

In this context the first Islamic fund was established in
1986s, however until 1990s Islamic jurisprudence allowed
Muslims to invest their capital in ‘“Shariah-compatible”
funds (Peillex and Ureche-Rangau 2012). Though, Islamic
stock market indices were launched for the first time in
April 1998 considered as important factors that allow
the development of Islamic capital markets. That’s was
extended to other Islamic indices like the creation of (Dar al
Mal al-islami) DMI index, then, the American Bank Klein
and Shrinea (Social Aware Muslim Index) SAMI, measure
the financial performance of 500 Shariah compliant compa-
nies, as well as the Dow Jones Islamic index DJIMI created
in 1999. Moreover the Global Islamic Index Series (GIIS)

was launched by The FTSE, and Standard and Poor’s which
create the shariah Global Benchmark indices in 2006 as
well. For the Eurozone and Europe, Stoxx Limited has
launched a package of indices that are shariah compatible.
Although the previous indices that had an international
geographical coverage, some financial markets have intro-
duced their own Islamic indices with a local focus (Amina
Haoudi, Ayoub Rabhi).

The Performance of Islamic Stock Market
Indices: A Literature Review

3.1

The literature review has shown that, a lot of research-
ers studied two major topics: the financial performance
of Islamic funds and the performance of Islamic indices.
These convergence items have contributed to enriching the
literature on Islamic finance in general.

Also despite the difference in context and the method-
ologies used, several studies are interested in financial per-
formance between Islamic and conventional indices, and
most of them conclude that there is no significant financial
performance between them. It seems to an prove that the
Islamic screening process doesn’t have any negative impact
on the financial returns. The case of this study was first with
Atta (2000), who tried to study the performance of the Dow
Jones Islamic Market Index versus his conventional index
using statistical and econometric methods between 1996
and 1999 as a result of his research he found that Islamic
index outperformed the benchmark index, and outper-
formed the risk-free rate as well.

After that, more extensive research has been carried
out by Hassan (2011) where he developed Atta’s research
by studying six Islamic indices of the Dow Jones fam-
ily from 1996 to 2000. He analyzed empirically the issue
of efficiency, as the evolution of risk/return ratio. In effect,
he confirmed Atta’s results, by using an econometric model
(GARCH) then he concluded that DJIM is more efficient
than the conventional index. Regarding the study of cointe-
gration and efficiency of Islamic indices, it was found after
analyzing nine indices “shariah-compatible” that there is an
absence of cointegration, and argues that Islamic index is
efficient as the conventional one, as well. It can provide a
diversification opportunity for investors.

In the same research context, from the analysis of finan-
cial performance (DJIMI), the performance and volatility
between Dow Jones Islamic Market Index (DJIMI), with DJ
United States, DJ World, S&P 500 and MSCI World from
1996 to 1998 was compared. The Islamic index (DJIMI)
is more rentable then the others indices, in contrast, it has
the same level’s volatility. This comparison shows that
the Islamic index performance is highly correlated with
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the other indices, with statistically insignificant level of
volatility.

Then the study of Hussein and Omran’s (2005) was con-
sidered as original research is the fact of analyzing the perfor-
mance of the DJIMI by introducing the effect of sector and
size. The results suggest that Islamic indices outperform their
conventional counterparts. The authors explain this outper-
formance by the composition of Islamic index, which is com-
posed of a small-cap and low-indebtedness stock’s companies.

As for emerging markets Abdullah et al. (2007) analyze
the returns of Islamic and conventional Malaysian funds
between 1995 and 2001. As well, they found that Islamic
funds are less profitable than conventional ones. Indeed,
they confirm the hypothesis that shariatic screening nega-
tively impacts the level of diversification. The same opinion
was confirmed by, Hayat (2006) who found in his study that
the Malaysian Islamic funds were underperformers than the
conventional ones, even statistically not being significant.

Recently, a few researchers have shown a neutral aspect,
Hassan (2011) analyzed seven Islamic indices from Dow
Jones! series between 1996 and 2005 and they conclude
that there is no difference in returns of Islamic indices and
their conventional benchmark. Also, in his article “perfor-
mance of Islamic indices: a meta analyze”, El khamlichi
argue with other authors that Islamic indices are not of less
performance than the conventional ones. The same idea
was supported by El Bousty and Oubdi (2017), where they
reported also that Islamic and conventional indices have the
same level of volatility.

A more exhaustive study was carried out by Elfakhani
et al. (2005) where they investigated the data from 46 funds
(shariah compatible), between 1997 and 2002. Those funds
were classified by sectors into eight categories. They meas-
ured and compared their performance with Islamic and con-
ventional indices. They found constantly that there is no
significant difference between the performance of Islamic
funds and their benchmarks.

In crises context, Merdad et al. (2010) examined the per-
formance of Islamic and conventional funds, using a vari-
ous of risk-adjusted return’s methods such as: Sharp ratio,
Treynor and alpha of Jensen. Their results show that Islamic
funds underperformed conventional funds during the “Full”
period, in contrast they outperformed in the crisis period.
Hussein’s (2004) found the same results by examining the
performance of the FTSE Global Islamic Index and FTSE
All World Index. The return adjusted to risk of both indices

"Dow Jones Islamic Market World Developed Index, the Dow Jones
Islamic Market World Emerging Markets Index, the Dow Jones
Islamic Market U.S. Index, the Dow Jones Islamic Market Europe
Index, the Dow Jones Islamic Market Asia/Pacific Index, the Dow
Jones Islamic Market Canada Index, and the Dow Jones Islamic
Market U.K. Index.

seems equivalent, in addition, he analyzed the comport-
ment of those indices in two different periods “Full” and
“Bull”, and concluded that the Islamic index underperforms
the classic index in the crisis period, and conversely in the
bullish.

By drawing on the following results, the conclusion that
can be given is that Islamic funds provide hedging opportu-
nities for investors in the crisis period, through restrictions
that the shariah board imposes on the portfolio selection
process (Firano et al. 2017).

3.2 Creation and Composition of the Islamic

Index

Islamic indices are a subset of conventional indices after
going through a screening process, and two kinds of screen-
ing are available: extra financial (qualitative or sectoral) and
financial (quantitative) screening. For notice it's up only
to Shariah scholars to carry out the screening of values in
accordance with the Muslim law principles defined by the
Shariah Board who are the Ulemas (scholars) with very
specific theological, legal and financial knowledge, recog-
nized internationally.

Qualitative Screening

First, companies which composed the origin index (con-
ventional) must past through a sectoral screening or extra
financial screening. The objective is to eliminate companies
which are considered illicit by the Shariah board,? such as:

Pig industry

Defence and armament

Tobacco

Cinema and entertainment
casinos/gambling

Pornography

Alcohol

non-Islamic banking and financial services
Insurance

According to this sectoral screening, three following cases
are possible:

Firstly, companies with a main and secondary activ-
ity are completely legal. Second, companies whose activi-
ties are totally illegal and third, companies that operate in
several sectors, some of which are legal and some of which
are illegal. However, the integration or exclusion from the
Islamic index for the last kind of companies don’t make the

2 Shariah board published a list of illicit sectors.
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Table 2 Level of debts ratio: calculation method for the most popular
Islamic Index

Table 3 Interest bearing debts ratio: calculation method for the most
popular Islamic Index

Index Calculation method Index Calculation method
DOW JONES Total Debts < 33% DOW JONES Total cash and interest—bearing securities <1339
Average Market Capitalization(Trailing 24 month) Average Market Capitalization(Trailing 24 month)
ISLAMIQUE ISLAMIQUE
P SHARIAH Total Debts P SHARIAH Total cash and interest—bearing securities
S&P S Average Market Capitalization(Trailing 36 month) <33% S&P S Average Market Capitalization(Trailing 36 month) < 33%
Total Debts Total cash and interest—bearing securities
MSCIISLAMIC | ToalDebis _ 330 MSCI ISLAMIC Interest—be < 70%
Total Debts Total cash and interest—bearing securities
FTSE SHARIAH Total Assets <33% FTSE SHARIAH Total Assets £ <50%
STOXX ISLAMIC Total Debts ______ <-339% STOXX ISLAMIC Total cash and interest—bearing securities
Total Assets or Global Market Capitalization Total Assets or Global Market Capitalization < 33%

Source Amar et al. (2017)

Shariah Board unanimity (Khatkhatay and Nisar 2007). But
some scholars prohibit investing in these companies, while
others allow it on the condition that the return’s weight of
the illicit activity must not exceed 5% of the company's
overall income.

Quantitative Screening

After passing from the sectoral screening, companies com-
posed the Islamic index must pass at the second step of
screening, and it’s about a financial screening process. It
includes those companies in the index according to their
financial structures.

The financial screening uses a series of ratios and with
respect to criteria helps integrate the Shariah compatible
index.? The quantitative screens differ from one Islamic
index to another and don’t make the Shariah Board una-
nimity; they are only doors of tolerance. The screens are
the level of debts, receivables and interest-bearing securi-
ties. Violation of one of these levels results in the company
exclusion from the index.

e [ evel of debts Ratio:

It’s the first financial screening that measures the com-
pany’s level of indebtedness to ensure that it is moderately
indebted with respect to the principle of interest’s prohibi-
tion. This filter is expressed as a ratio of the following:

Total Debts

Level of debts = ——— <
Average Market Capitalization

33%

This highlights that the holders of shares must purify their
dividend by removing the interest-bearing. However, the
part of these dividend must be donated to charity, but they
are independent of Zakat’s payment (Table 2).*

3Cited by Mohamed Lamine Mbengue, 2017.

Source Amar et al. (2017)

o Interest bearing debt Ratio:

This ratio makes investors ensure that a company’s main
assets are not predominantly cash or cash-related. If a
company’s main assets are cash based, trading of its
shares is equivalent to trading of cash for cash. This
will trigger the issue of riba’ (interest) because, in trad-
ing currencies or cash, the Shariah rules of currency
exchange (bay’al-sarf) should be observed. This filter is
expressed as a ratio as follows (Table 3):

Total cash and interest—bearing securities

Interest bearing debt = < 33% at 70%

Average Market Capitalization

e Receivables Ratio:

To ensure that a company is not involved directly or indi-
rectly in riba’-related activities that exceed the tolerable
benchmark specified within the criterion. The riba’-related
activities of a company can be in two forms: Investment
and/or placement of cash in conventional or interest-based
instruments; and acquiring funds from the capital market or
banking sector through interest-based facilities. This filter is
expressed as a ratio of the following (Table 4 and Fig. 1):

Total receivables

Receivable Ratio = < 33% at 70%

Average Market Capitalization

4 Analysis of the Behavior of Islamic
and Socially Responsible Indices
in Crisis Period COVID-19: Case of South
Africa and Malaysia

We consider two ethical indices, both socially responsible
and Islamic, from two emerging countries, South Africa
and Malaysia. The study covers the period from the first

4The Messenger of Allah said, “O people! Allah is Pure and, therefore,
accepts only that which is pure” Abu Hurairah.
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Table 4. Receivable ratio: Index Calculation method
calculation method for the most F——
. otal receivables
popular Islamic Index DOW JONES ISLAMIQUE Average Market Capitalization(Trailing 24 month <33%
Total receivabl
S&P SHARIAH Average Market (;);paitiﬁczzll\ilgngéfsrailing 36 month < 49%
Total receivabl

MSCI ISLAMIC Total receivables _ 7,

FTSE SHARIAH Total receivables - 5(),

STOXX ISLAMIC Shariah board of STOXX ISLAMIC don’t use this

Ratio

Source Amar et al. (2017)

Fig. 1 Islamic index screening

process [ Yes

Prohibited investment

Is company engaged in a prohibited activity?

No|

k4

e Is its Level of debts ratio more than 33%?

|
No

v

Receivables Ratio: its level of assets (cash, receivables) is more
than 33% or 50% of total assets?

| Yes

Yes

declaration of the COVID 19 pandemic discovered in
Wuhan for the first time on December 31, 2019 (according
to World Health Organization) until June 2020. The data
come from the database of the two stock exchanges.

Then the choice was made to focus on two emerg-
ing countries that have two ethical indices on their stock
exchanges at the same time in order to avoid any sector
bias, which is the case of the indices below:

e Malaysia
— FBM EMAS Shariah index regulated by the Shariah
Advisory Board of the Securities and exchange
Commission, where all securities must go through a
screening process in accordance with Shariah princi-
ples. tTis index includes the components of the FTSE
Small Cap Index and FTSE Bursa Malaysia TOP100
Index;
— FTSE4GOOD BM Index measures the performance
of companies that meet ESG standards

No|

¥

Its income’s part of illicit activity is more than 5%

Nul
.

The company conform to the Shariah compliant

Source: CEKICI (2009, 4)

e South Africa:

— The FTSE/JSE responsible investment Top 30 Index
(J110) is an equally weighted index calculated on a
real Time basis. It is tradable and comprises the Top
30 companies ranked by FTSE Russell ESG Rating;

— The Shariah Top 40 (J140) Index is an index that
includes the top 40 Shariah-compliant companies
selected by Yasaar, its starting universe is the Top 40
Index (J200) and its weighting methodology is based
on free float market capitalization weighted.

Fowler and Hope (2007) in their article “A Critical Review
of Sustainable Business Indices and Their Impact” high-
lighted the methodological bias of comparison which
reflects certain limitations such as differences in size, coun-
try and weighting in index comparisons, where the case for
their study was the comparison of SR indices with their tra-
ditional counterpart, that is, tour study will follow the same
approach for this reason. The focus of our study will be on
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Fig.2 Socially responsible index in the Malaysian stock market: FTSE 4GOOD

advanced graphical analysis to derive results on the behav-
iour of ethical indices in times of health crisis (COVID 19).

For several years now, few studies are interested on the
behavior of ethical indices in context crises. The majority of
studies work on the financial performance of ethical indices
by comparing them with their benchmark, in particular the
socially responsible index with its traditional counterparts
in a developed country context, where the objective of our
research is to establish the link between these indices in a
context of emerging countries, and reach the comprehen-
sion of their behavior on crises context.

First of all, as we notice that the similarity between the
ethical indices is the selection criteria based on the respect
for the rules of good moral conduct, it is surprising that
all the four indices chosen follow the same stock market
behavior. as shown in the graphs below. All four graphs
are in “v” format, with a sharp decline in the first quarter
of 2020 to a point of bearish reflection. in the month of
MARCH followed by an increase in the second quarter.

South Africa J140 index and J110 index are highly corre-
lated, and achieve the same performances; we can therefore
deduce neither under performance or overperformance. As
for the indices listed on the stock exchange of the Malaysia
FBM EMAS Shariah and FTSE4GOOD BM indices in the
same way the behaviour of these indices is not different
than the South African indices.

We can deduce that the impact of the selection criteria
has not an impact on the financial performance of these
indices, also the results show that the behavior of ethical
indices is the same as their counterpart traditional, as well
as they are following the same market trends. This indicates
that ethical indices don’t ensure protection against market
downturns in times of crisis.

To conclude, our results have contributed to enrich-
ing the literature based on the subject of the behavior of
ethical indices, especially socially responsible and Islamic

ones, in times of crisis. We have also highlighted the
impact of the selection criteria and the performance of
these indices during this period. The academic approach or
methodology used is supposed to be a more rigorous inves-
tigation (Figs. 2, 3,4, 5, 6 and 7).

5 Conclusion

Ethical indices both socially responsible and Islamic indi-
ces, are a subset of conventional ones after going through
a screening process, two kinds of screening are available:
extra financial (qualitative or sectoral) and financial (quan-
titative) screening, defined by a sharia board in accord-
ance with the Muslim law principles for Islamic index, also
for the socially responsible index the screening process
is defined by the rating agency in accordance with ethi-
cal principles known as ESG standards, this criteria differs
from one agency to one other depending on the specific-
ity of each country, religion.... Therefore, the convergence
point of these indices is the screening process where it
reduces the investment universe, and according to modern
portfolio theory (Markowitz 1952), the lack of diversifica-
tion may also penalize their performance.

In a context of health crisis COVID 19 announced by
International Health Organization in December 2020 as
a global pandemic, a financial crisis has been triggered in
both developed and emerging countries. This crisis appears
two months later in the financial markets of emerging coun-
tries and is characterized by a massive deterioration of mar-
ket indices. Our study was about analyzing the behavior of
ethical stock market indices during this period of crisis.

The objective of this paper is to analyse the behaviour
of socially responsible and Islamic indices in two emerg-
ing country contexts during the crisis period of COVID-19.
We perform a selection of stock market indices that meet
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Fig.3 Islamic index in the Malaysian Stock Market: FBM EMAS Shariah
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Islamic principles and SRI criteria known as ESG, the
choice was reported to FTSE 4GOOD and FBM EMAS
SHARIAH in the Malaysian market as J1140 and J110 in
the South African stock market, the main goal is to compare
these indices each other as well as with their benchmark.
From the graph of the indices we use technical analysis as
the method, where it can be concluded as follows: Islamic
and socially responsible indices are highly correlated and
they’re following the same trend of their market as “V”

Apr May Iun

Y \og

form with a sharp decline in the first quarter of 2020 to a
point of bearish reflection. in the month of MARCH fol-
lowed by an increase in the second quarter of 2020.

The results of this research support the idea that there
is no significant difference in the performance of ethical
indices as well as compared with the conventional one,
Therefore the investors will not scarify about a part of
returns on their portfolio investment due to the screening
process as a fact. Whilst this study did not confirm the idea
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Fig. 6 Islamic index in the South African stock market: J140

about ethical indices underperform or outperform in the
crisis period, but it has shown, however, that investors can
invest in ethical products rather than conventional products
even in times of crisis in order to meet their own personal
convictions. For further research, we recommend that this
study will be extended to other emerging markets with a use
of others approach.
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Abstract

Global greenhouse gas emissions and the escalating
implications of climate change need the development
of new, more comprehensive approaches in prevent-
ing and reducing the harmful effects of climate change.
As a result, governments, enterprises, academic institu-
tions, and non-profit organizations will require improved
methods of anticipating and fulfilling new information
responsibilities and guidance on using evolving account-
ing systems to promote transparency. Scientific, politi-
cal, economic, and corporate carbon accounting are
only a few of the several developed types of accounts.
They are related in policy or strategy, but they are not
sufficiently interwoven in execution. Corporations may
benefit from carbon accounting in two ways: using car-
bon accounting to identify and eliminate unsustainable
behavior and improving sustainability. Manufacturing,
distribution, procurement, supply chain management
(SCM), innovation, communication, and marketing are
just a few corporate services becoming more reliant
on both methodologies. It makes little difference if a
department’s principal purpose is to ensure compliance
with regulations, better organize energy and material
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flows to minimize large reduction impacts, increase
eco-efficiency, product innovation, or legitimacy, or any
combination of these objectives. Carbon management
accounting has the potential to benefit decision-makers
at all levels. It is hoped that the findings of this study
would assist academics and policymakers in understand-
ing how businesses respond to the requirements imposed
by governments and non-governmental organizations
(NGOs) to report their carbon emissions.
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1 Introduction
1.1 Contextualizing Carbon Accounting
for Sustainable Development

and Climate Change

As one of the six primary sustainability challenges
(together with deforestation and biodiversity loss, popula-
tion growth, poverty, water scarcity, and climate change),
climate change is probably the most pressing issue facing
the world right now (Yohe and Tol 2008). Many of climate
change’s most severe consequences may be traced back
to a variety of economic and societal activities. The fol-
lowing figure indicates the top Carbon-di-Oxide produc-
ers, expressed in gigatons of carbon produced. One has to
keep in mind that the overall production of 465 Giga tons
of Carbon will end up raising the global temperature by
2 °C, resulting in massive amounts of changes in global
weather patterns. Therefore, it is paramount that this impor-
tance as with passage of time the CO, accumulation in the
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Fig. 1 Map indicating the top 20 countries w.r.t CO, omissions.

atmosphere is rising by the day, as indicated by the Figs. 1
and 2.

When it comes to the issues related to accumulation of
Greenhouse gasses and their adverse impact on global cli-
mate and overall ecology, most of the time carbon di oxide
is taken as standard, the simple reason being that it makes
up almost 75% of the global “Green House Gas” emission
as depicted in Fig. 3.

When it comes to global emissions the main cause is the
fuel combustion, mainly the combustion of fossil fuel and
in this respect China leads the global trend. Figure 4 depicts
the total contribution of top economies in terms of their part
in global CO, emissions.

The problem of global emission does not stop here
as with passage of time not only the global emissions are
increasing but at the same time one has to keep in mind
that many economies have scaled up their CO, emissions.
One of the parameters for measuring this is the per capita

emissions. The top twenty countries in this respect are pre-
sented in Figs. 5 and 6.

The above stats also provides information regarding
the extant of the problem as many new countries such as
Saudi Arabia, Kazakhstan and Iran have joined this club.
This also indicates how much damage is caused in terms of
CO, emission as a consequence of their economic growth.
Apart from this in-depth analysis of the greenhouse gas
emission it is indicated that that almost two third of these
gasses including CO, are produced as result of production
of electricity used for industrial processes and heating for
domestic and industrial purposes, along with the use of car-
bon-based fuels for manufacturing processes, the snapshot
of which is provided in Fig. 7.

Uncontrolled use fossil fuel for economic development
and progress already is having severe consequences on
the global weather pattern and in countries where popula-
tion density is high, there is rising sea level and constant
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Fig.3 Composition of global green house gas emission from 1990 upto 2018

changes in weather patterns that have resulted in droughts,
typhons, and other natural disasters. The implication of
such changes has a devastating impact on the popula-
tion both in terms of social and economic issues. The bat-
tle against climate change is a critical problem for the
long-term development of the world economy (Banuri and
Opschoor 2009). Scholars have discovered that the global
‘carbon bottom line’ is continuously growing, putting

ecosystems and present economies at risk of collapse on a
scale never seen before in human history. Climate-changing
greenhouse gas emissions have increased significantly
over the past decade, mostly attributable to ever increasing
emission of greenhouse gasses such CO,, whose underly-
ing cause is rapid urbanization and population growth in
emerging economies such as India and China. while the
developed economies such as USA, have paid little to no
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Fig.5 Top 20 countries ranked
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Emissions
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attention to decreasing their carbon emissions. The follow- their actual performance in terms of controlling and reduc-
ing Figs. 8 and 9 provide an overview of these emissions ing their emissions’ targets from 1995 to 2005.

by world’s major economies and economic zones. These As it the above graphics clearly indicate that, in the
figures also indicate the targets set by these countries, and absence of any policy the emissions will have devastating
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Fig.6 The top 10 GHG emitters contribute over two-thirds of global emissions

consequences for the entire planet while in the case of
adopting and flowing the Paris agreement the global emis-
sions cannot only be controlled but can also be curtailed.
In the fight against climate change, Germany and the
Netherlands are at the forefront of reducing greenhouse
gas emissions. At the same time, vulnerable countries such
as those in the ‘Coalition of Pacific Island States’ encour-
age the international community to become more involved
in climate change prevention and adaptation activities. In
their efforts to reduce per capita carbon emissions, other
countries, such as Australia and China, are following their

predecessors’ footsteps. Through technological advance-
ments, Europe has partially isolated GHG emissions from
GDP growth over the previous two decades.

Improvements in process efficiency and more energy-
efficient consumer products are presently being utilized as
indicators of greenhouse gas reduction. However, despite
this being an important subject of study, the world’s popu-
lation and economic growth, particularly in big emerging
economies, currently overwhelm the efficiency improve-
ments. As a result, substantial reductions in the overall
carbon emissions are more difficult to achieve through
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Fig.7 Changes in emissions major economies since 1995

carbon accounting than increased efficiency (Busch and
Lewandowski 2016).

Product carbon tagging and life cycle pricing are exam-
ples of accounting systems that consider the whole sup-
ply chain. However, they are not yet relevant in the actual
world due to technological limitations. In the EU’s envi-
ronmental policy, product-oriented indicators have been
added to industrial process control rules to improve their
effectiveness. So far, product-related environmental pol-
icy has focused on large-scale sources of pollution such
as industrial emissions and waste management rather than
on smaller-scale causes of contamination. There are, how-
ever, raising concerns about the need for rules that cover
the whole product life cycle, including the use phase, which
are becoming more prevalent. Environmental effects across
the life-cycle should be dealt with in an integrated way,
rather than just changing from one phase of the life-cycle
to another,” this should ensure that the environment is pro-
tected throughout the life-cycle (Wilting and Vringer 2009).

Because it reveals where emissions originate and where
they are absorbed, carbon accounting is critical in the bat-
tle against global warming. Earth’s sinks and sources have
changed throughout time, therefore those who make choices
on how to reduce global emissions utilize the most accurate
data available.

— EU
== NDCs

— Russia
=-= Net-zero targets

China’s net-zero
target is 2060

é

The EU, UK and Japan have
net-zero targets of 2050

2010 2015 2020 2025 2030

Many different things are included in the word “carbon
accounting,” which is a general term that can imply differ-
ent things to various individuals. Physical carbon account-
ing is concerned with quantifying the actual quantities of
greenhouse gas emissions released into the atmosphere,
whereas financial carbon accounting is concerned with
placing a monetary value on carbon.

Physical carbon accounting is one method of calculat-
ing emissions of carbon dioxide into the atmosphere. If
you’re a business person, you can use this to figure out how
much carbon you’re releasing into the atmosphere. Goals
for reducing carbon emissions may be set after it is under-
stood how much carbon is being emitted. Furthermore, this
approach is critical in that it enables us to determine who
is accountable for each individual’s contribution to global
warming emissions (Fig. 10).

2 Importance of Carbon Accounting

When it comes to dealing with climate change, carbon
accounting is becoming more important. People who are
interested in businesses want them to do what they can to
help. You need to know where you are now and how it will
change in the future to be able to make good decisions.
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Climate change is caused by carbon dioxide and other
gases that trap heat. There is already a global consen-
sus that this is the case. Carbon dioxide emissions must
be counted in order to figure out how to reduce them and
improve the air and water on our planet. In this case, car-
bon accounting can be used to help. In the fight against cli-
mate change, one of the most important things governments
and businesses can do if a disaster is near is to use carbon
accounting to figure out how much carbon they use (Delay
et al. 2009).

Carbon accounting might imply different things to dif-
ferent people. According to experts, it is the “process of
obtaining scientifically rigorous and trustworthy meas-
urements of GHG [greenhouse gas] emissions” (Green
et al. 2017). With the United Nations Clean Development
Mechanism (CDM) market, emissions reductions are
measured against a hypothetical baseline. Additional pro-
cesses are carried out to form a new trading commod-
ity: carbon credits (Ministry of Environment 2009). When
it comes to emissions trading systems, the International
Accounting Standards Board (IASB) is particularly inter-
ested in accounting for tradable emission rights and lia-
bilities (Lovell and MacKenzie 2011). Because of the
increasing number of businesses that are reporting to the
Carbon Disclosure Project (CDP), The Climate Registry,
or other similar schemes, it is necessary to monitor and
disclose greenhouse gas emissions, for which the busi-
nesses take varying degrees of accountability (Bebbington
and Larrinaga-Gonzalez 2008). In various methods, carbon
accounting is used in many of society’s most significant cli-
mate change solutions, including governmental emission
limits, corporate climate change goals, and carbon markets.
Despite this, it is usually overlooked in its significance and
influence. Even more significantly, the interconnections

between various carbon accounting firms have not received
nearly enough rigorous consideration (Kauffmann and
Tébar Less 2010). There are distinct institutional struc-
tures, normative practices, and academic literature for car-
bon accounting distinct from those for other types of carbon
accounting. This research provides a complete picture of
what carbon accounting includes across industries and
organizations to make sense of the inconsistencies between
different types of carbon accounting (Allan Cook 2009).

Today’s carbon accounting field is characterized by the
convergence of at least five primary “framing” processes,
where the “hot” new world of political commitments and
carbon markets meets the somewhat “cooler” foundations
of physical carbon accounting, financial accounting, and
social/environmental accounting. Understanding different
aspects of carbon accounting and their interconnectedness
more effectively solve the accounting-related challenges
that hamper attempts to mitigate climate change (Hahn
et al. 2015).

When discussing the “political” aspect of accounting of
carbon in terms of national inventories. In that case, physi-
cal carbon measurement predates and influences the more
technical literature on “market-enabling” carbon account-
ing, as well as the literature on “market-enabling” climate
change. The financial accounting of rights and duties in
carbon markets has only lately been brought to the atten-
tion of financial accountants, even though such markets
have begun to have significant ramifications for corporate
balance sheets (Lovell and MacKenzie 2011). A significant
amount of research on social and environmental accounting
has been conducted concerning examining corporate car-
bon disclosure and reporting practices. There has been little
research on the politics and practices of carbon accounting
(Allan Cook 2009); thus, this is a welcome addition to the
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field. Discussions about carbon accounting have tended to
occur in isolated settings with only a few ties between them
(Alrazi et al. 2015).

3 Literature on Carbon Accounting

The Kyoto Protocol, approved by 195 countries, provides
a market-based framework for countries to limit or control
their greenhouse gas emissions. In the wake of establishing
the carbon emissions trading market, new accounting issues
have arisen, which must be addressed. The new method has
ignited a debate in the accounting literature about various
climate change mitigation and adaptation measures (Milne
and Grubnic 2011). Collective experiments to reinvent “the
forms of organization of economic, political, and scientific
activity” are now underway in the carbon market, and they
are referred to as “ongoing collective experiments.” It’s also
worth mentioning that there is some skepticism about the
success of various climate change programs in terms of cut-
ting greenhouse gas emission.

(Andrew and Cortese 2013; Boston and Lempp 2011),
as well as (Caligkan and Callon 2009) state that while the
policy debate focuses on the general impact of climate
change on business, some academics are more interested in
the particular accounting implications of the shift and the
problems involved with carbon accounting, both in terms of
study and in terms of practical application. There is a thor-
ough discussion of the issues associated with carbon trad-
ing and accounting and numerous ways that accounting
may be utilized to communicate the various climate risks
and uncertainties (Hahn et al. 2015). From the perspective
of management accounting, carbon accounting is discussed
to stimulate more research into carbon management and
control. The early conceptual inquiries into carbon account-
ing will greatly assist future research in the field (Hartmann
et al. 2013).

3.1 Financial Accounting for Carbon Assets

and Liabilities

With the advent of a new emission related restrictions and
taxes, the question of how to report carbon emissions in
financial statements arises. The argument places a strong
focus on the value of free allowances and the volatility
caused by varied asset values, and the recognition of obli-
gations in the financial statements and other documents.
The difficulty in calculating carbon allowances is a signifi-
cant factor in the problem. It is both a financial instrument
that may be traded on the market and a carbon emission
permits, with the latter functioning as a legislated upper
limit on carbon emissions (Bebbington and Thomson

2013) Standard-setting agencies have found it challenging
to develop a universal accounting standard that is compat-
ible with both carbon-related assets and liabilities as well
as other general assets and liabilities because of this distin-
guishing characteristic.

According to the IFRS,! Due to a dispute over the
accounting of carbon allowances, Emission Rights were
abolished in June 2005 as reported by (Kollmuss et al.
2008). Because the actual standards for accounting for
emissions allowances have not yet been determined in prac-
tice, and there are three widely used methods.

Allowances can be accounted for in various ways,
including net liability, gross liability, and inventory tech-
niques. There are two approaches to accounting for free
allocations: a gross liability technique that accounts for
free allocations at fair value and an inventory method that
accounts for free allocations at zero value. Because corpo-
rations can choose whether carbon allowances should be
classed as assets, liabilities, or even expenses, accounting
discrepancies might make, issues with standards related to
disclose the nature of business, the comparison of financial
statements for different types of business becomes difficult
(Warwick and Ng 2012). Because of this, academics have
called for accounting standard-setters to adopt a standard-
ized approach to accounting (Trifts and Asare 2015).

Since 2014, there has been no mention of carbon allow-
ance accounting in accounting literature or textbooks.
However, there is still an issue, and it may worsen if addi-
tional countries worldwide choose to employ ETSs to con-
trol their greenhouse gas emissions. More research into the
issue of carbon financial accounting may be beneficial to
the field of carbon financial accounting. One of the many
climates change-related difficulties in financial account-
ing is the management of carbon allowances, which is only
one example. (He et al. 2020) develop a model that consid-
ers a wide range of carbon-related characteristics, including
emissions allowances, carbon sequestration, and emissions
control capabilities. Assets that are stranded and assets that
regulate emissions are also worthy of consideration (Dr
Lovell etal. 2010). It can be that accounting’s increased
inclusion of carbon concerns will be a rewarding study
subject to examine further as the effects of climate change
on the value of business assets become more substantial
(Pitrakkos and Maroun 2020).

'In November 2021 the Trustees published a revised Constitution and
a Feedback Statement that responds to the feedback from Exposure
Draft Proposed Targeted Amendments to the IFRS Foundation
Constitution to Accommodate an International Sustainability
Standards Board to Set IFRS Sustainability Standards.
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4 Carbon Disclosure

Net-zero carbon emissions are becoming more and more
difficult to achieve, and their success depends on a world-
wide effort by governments, businesses, financial institu-
tions, and people to remove or capture carbon emissions.
It all begins with simple activities like calculating and
reporting carbon emissions each year. A considerable
improvement in measuring and reporting corporate car-
bon emissions has occurred, although the vast majority
of publicly traded corporations and even fewer privately
owned businesses continue to avoid disclosing the amount
of carbon they emit. Another issue with present volun-
tary disclosures is that they lack a consistent methodology
for measuring and reporting information: “Firms publish
reams of meaningless puffery, while often failing to reveal
the few items that matter. An ideal situation would be for
an asset manager to be able to calculate their portfolio’s
carbon footprint and track changes over time. As a result,
many companies have failed to disclose their emissions in
a comprehensive manner, and the metrics made public by
different companies sometimes overlap, resulting in double
counting” (The Economist 2021).

Capital markets are built on the foundation of mandatory
disclosures of important financial information. As the cli-
mate situation worsens, it’s critical that we learn more about
how much carbon dioxide we’re producing. Individual
firms’ progress toward the net zero target may be gauged
by requiring both publicly listed and private enterprises to
publish their carbon emissions. Our suggested reporting
obligation has already been enacted in certain jurisdictions,
notably the United Kingdom (Bolton et al. 2021).

Businesses publish their emissions disclosures in a
number of ways. It is a legal requirement for certain firms
to disclose their GHG emissions to government agencies,
while other companies choose to do so voluntarily through
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Fig. 11 Disclosure of carbon emissions at the firm level
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the Carbon Disclosure Project (CDP) or other sustainabil-
ity or social responsibility reporting. Carbon accounting
has given a considerable deal of attention to the subject of
carbon disclosure. One of the most common types of car-
bon disclosure studies is qualitative or quantitative. As of
now, there are three distinct study areas focused on the fac-
tors that impact organizations’ decisions about whether or
not to disclose their carbon footprints, including the quality
and appropriateness of such disclosures, among other things
(Hahn et al. 2015).

Determinants and Motivations of Carbon
Disclosure

4.1

The legitimacy theory, stakeholder theory, signaling the-
ory, and institutional theory are a few of the most prevalent
theories on voluntary carbon disclosure. These are typi-
cally cited as supporting ideas in inquiries into the causes
and motivations for carbon disclosure. A firm’s readiness to
reveal its genuine stance on carbon emissions and manage-
ment is linked to social, commercial, economic, regulatory
and institutional constraints when they are translated into
disclosure incentives, according to the theories (Louche
et al. 2021). Based upon the previous literature the follow-
ing model has been formulated to reflect the relationship
between different factors that impact the decision regard-
ing the disclosure related to carbon accounting or in simple
terms the disclosure of carbon emissions at the firm level
(Fig. 11).

4.2 External Pressures

The impact of governmental and institutional mandates
on company carbon disclosure is also a topic of debate in
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academic circles. According to a new research, voluntary
carbon disclosure is more likely to occur in nations where
investors are well-protected and have stringent environ-
mental regulations (Nor etal. 2016). Due to the stricter
laws that apply to these businesses, Companies in carbon-
intensive businesses are more likely than their peers in other
industries to disclose their carbon footprint (He et al. 2020,
2021a). According to research conducted in Australia, the
United Kingdom, the United States, and China, the report-
ing requirements of emission imposed by governments and
financial markets disclosure have a beneficial influence
on the willingness of corporations to voluntarily disclose
information about their carbon emissions (Yang and Farley
2016). Furthermore, non-governmental organizations cor-
porate carbon disclosures can benefit from non-governmen-
tal organizations like the Global Reporting Initiative (GRI)
and the Carbon Disclosure Project (CDP) (Green et al.
2017).

Certain studies have also considered the impact of eco-
nomic pressure on carbon disclosure as a potential driver of
carbon disclosure. As a result of the implementation of cli-
mate legislation, internalized carbon pricing has emerged as
one kind of economic pressure (Bebbington and Larrinaga-
Gonzalez 2008; Bebbington and Thomson 2013; de Aguiar
and Bebbington 2014) Researchers at the World Resources
Institute found that companies with headquarters in coun-
tries that have signed the Kyoto Protocol are more likely
to disclose their efforts and outcomes when they are com-
pelled to do so by the Protocol’s regulations. Economic
pressure can also be exerted on a company through the
operational environment it operates in. According to (Ott
et al. 2017) businesses’ decision to voluntarily publish their
carbon emissions may be impacted by competitive pres-
sures. Researchers at the World Resources Institute found
that companies with headquarters in countries that have
signed the Kyoto Protocol are more likely to disclose their
efforts and outcomes when they are compelled to do so by
the Protocol’s regulations. Economic pressure can also be
exerted on a company through the operational environment.

In addition to social and financial market dynam-
ics, the literature has addressed the role of government in
the economy. Because the media and authorities are more
interested in and examining larger organisations, academ-
ics frequently use their data on company size as a proxy for
social pressures. According to a growing body of studies,
people’s willingness and ability to report their carbon emis-
sions is strongly influenced by societal pressure (Freedman
and Park 2014; Freedman and Park 2017). A major factor
in growing financial market pressure on management to
reveal more information about greenhouse gas emissions
is the involvement of investors, who are expected to play
an important role. However, empirical research also shows
that capital raising or ownership concentration and public

carbon disclosure have no connection and, in some situa-
tions, a negative correlation (He et al. 2021b).

4.3 Firm Characteristics

The firm’s board of directors’ structure has been investi-
gated as a potential element in carbon disclosure require-
ments. Research done in Australia by (Green et al. 2017)
indicates a positive relationship between a company’s
overall governance quality and the probability and extent
to which it discloses carbon emissions. It has been dem-
onstrated that having a higher proportion of carbon disclo-
sure preparedness is correlated with the presence of female
directors on the board of a corporation (Pitrakkos and
Maroun 2019). Several studies, including that of (Alrazi
etal. 2015) and (Green et al. 2017), talk of their various
experiences and lack of financial investment in the com-
pany, where independent directors advocate greater compre-
hensive carbon disclosure (Cooper et al. 2018). Those who
have a higher interest in the firm may be hesitant to engage
in carbon abatement initiatives, such as transparency, due
to the uncertainty of a financial return on such a significant
environmental investment. Contrary to the popular belief,
those who have found a link between corporate ownership
and carbon disclosure believe the exact opposite (Pitrakkos
and Maroun 2019). They argue that management ownership
would enable managers to better align their own interests
with those of their shareholders, increasing their willing-
ness to engage in climate change discussions with their
shareholders.

Financial characteristics like profitability, leverage, and
long-term development possibilities are explored in the aca-
demic literature. In accordance with (Freedman and Park
2014), because higher profitability improves the company’s
available financial resources, researchers often assume a
positive link between corporate profits and carbon disclo-
sure. According to a past study, a company’s profitabil-
ity has no significant influence on the likelihood or extent
to which it discloses its carbon footprint. To put it another
way, a large corporation with a great deal of power may be
expected to disclose information about its carbon impact if
asked (He et al. 2020, 2021b). Nonetheless, a heavily lever-
aged corporation may choose to keep sensitive information
like carbon risk under wraps for fear that full disclosure of
such information could damage its bargaining power in the
future (Luo 2019). Some studies have found a negative cor-
relation between the carbon disclosure and profitability of
the firms (Luo and Tang 2014), with the majority finding no
correlation at all (He et al. 2020, 2021a, 2021b; Luo 2019);
firms with significant development potential, particularly in
less developed countries, are less likely to declare carbon
emissions than other enterprises.
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Firms emphasize financial objectives over environmental
concerns, resulting in a reduction in the amount of time and
money spent on lowering carbon emissions and publicizing
the results of their research. Additionally, management’s
opinions and attitudes toward environmental preservation
may impact a company’s decision to disclose carbon data.
Because cultural influences might significantly impact
responses to major changes in climate (He etal. 2020).
Observe the relationship between national culture and the
replies of firms to the CDP survey. They come to the con-
clusion that cultural traits like masculinity, power distance,
fear of the unknown, individualism, and a long-term out-
look have a significant impact on whether or not people are
willing to share their carbon statistics. Management sys-
tems for the environment are more likely to succeed than
those that are not, managed firms to inform investors and
the general public about their efforts to combat climate
change (Bowen and Wittneben 2011; Haigh and Shapiro
2011) either because they have significantly lower disclo-
sure propensity and credit risks associated with climate
change (Ott et al. 2017) or because they have significantly
lower disclosure propensity and credit risks associated with
climate change.

4.4 Carbon Disclosure, Quality and Adequacy
Some experts are concerned about the quality of corporate
carbon disclosure because it is still optional in the major-
ity of countries (Cowan and Deegan 2011). Several studies
have shown that corporate climate change disclosures are
skewed in favor of what they consider to be the best out-
comes (Haque 2017). Five of the seven pillars of (Comyns
and Figge 2015) self-created disclosure quality index
include accuracy; Completion, consistency, credibility, rele-
vance, timeliness, and transparency round out the checklist.
During their investigation, they find that disclosure quality
has not much improved, and they believe that regulation is
important to keep the practice under check (Haslam et al.
2014) have expressed dissatisfaction with present meth-
odologies that provide irreconcilable numbers and nar-
ratives that contradict one another. According to (Haigh
and Shapiro 2011), investors can benefit from more infor-
mation about a company’s carbon emissions. Still, carbon
performance information may have minimal influence on
investors’ portfolio selections. Researchers discovered that
investors were taking advantage of recognized inadequa-
cies in public reporting on climate change by employing the
accounting and reporting procedures that can be termed as
deceptive (Andrew and Cortese 2013).

The inadequacy of corporate carbon disclosure informa-
tion can be attributed to a misalignment amongst different
stakeholders’ and managers’ expectations on the disclosure

of carbon emissions. Climate change is a topic that manage-
ment doesn’t seem to care much about, even though green
communities and environmental authorities are worried.
Directors are more concerned with the costs and dangers of
complying with rules and financial success for shareholders
than they are with the impact of operations on carbon emis-
sions. It is consistent with previous research (Haque 2017).
The fact that carbon dioxide emissions declarations are
purely voluntary enhances the prospect of inconsistency in
statistics due to methodological heterogeneity, which may
be addressed if mandatory regulation were implemented
(Andrew and Forgie 2008).

Sustainability accounting and disclosure had its early
detractors who were concerned about the reliability and
quality of voluntary carbon disclosures in the literature
which were shared by other early critics of sustainability
disclosure and accounting (Hopwood 2009). According
to (He et al. 2020, 2021b), the CDP system has improved,
and carbon disclosure assists investors in making decisions
about the market value of a firm (Matsumura et al. 2014).
Because voluntary carbon disclosure is only advantageous
if it correctly represents a company’s true carbon perfor-
mance, individuals worried about its quality are justified in
questioning whether it does so. A common explanation for
the relationship between carbon performance and disclo-
sure is found in two conflicting theories: the signaling and
legitimacy hypotheses. According to signaling theory, top
performers are motivated to offer more trustworthy, objec-
tive, and quantitative disclosures to distinguish themselves
from low performers and avoid being removed from the
competition (Hughes 1986). Unfortunately, the empirical
data in this particular study subject is unclear. The findings
of (He et al. 2020, 2021b) provide validity to the signaling
concept by revealing a relationship between a company’s
effectiveness in carbon moderation and the extent to which
it discloses its carbon emissions and greenhouse gas emis-
sions (Ott et al. 2017) have comparable evidence; however,
it is of poor quality. As described by (He et al. 2020; Luo
2019), if carbon institutions are tight, firms’ incentives to
use carbon disclosure for legitimation attempts might be
restrained. On the other side, using Chinese data, (Momin
et al. 2017)discovered evidence that supports the legitimacy
hypothesis.

According to (Pitrakkos and Maroun 2019), businesses
in carbon-intensive sectors rely more on releasing behav-
ioural information to demonstrate their genuine efforts to
prevent global warming than their counterparts in low-
carbon industries. Disclosures made by participating firms
in the UK ETS and Energy Efficiency Scheme were used
to make the organizations look more credible and shift the
responsibility for fighting climate change to the govern-
ment or suppliers, which slowed down progress. Businesses
can influence their disclosure behavior in two ways: by
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reporting their carbon emissions and by failing to declare
their carbon emissions. Regardless of whether the goal of
carbon disclosure is to achieve legitimacy or to send a sig-
nal, (Schaltegger and Csutora 2012) argue that the disclo-
sure encourages subsequent organizational reform from the
outside-in, rather than the other way around. According to
the findings of the researchers, changes in carbon disclosure
levels are linked to changes in carbon emissions perfor-
mance in the future.

5 Conclusion and Outlook for the Future

It is doubtful that the carbon reporting obligation will solve
the climate situation. Nevertheless, research shows that sim-
ply requiring corporations to record their past emissions
will motivate them to reduce their emissions faster because
of the attention that will be generated by future emissions
reporting. In addition, a slew of multinational firms has
lately established voluntary objectives (milestones) on
their projected routes to net-zero energy usage. Companies
may enhance their required yearly direct emissions report-
ing with extra optional disclosures. Mandatory and volun-
tary disclosures will eventually give additional information
about a company’s actual success of prior reduction goals.
One such example was the agreement of global community
on Montreal Protocol to adopt mandatory emission report-
ing in 1987, in regards to the emissions of Green House
Gasses in order to save the rapid depletion of the Ozone
layer. This led to recovery of the Ozone layer in following
decades. Emission caps and the wider range of international
mechanisms made available as a result of their adoption by
more countries could help address some of these issues.
A small number of countries will continue this effort, and
it still raises questions about internationalizing policy and
incentives in the most problematic areas, such as transpor-
tation and some land uses. Carbon accounting can serve as
a bridge, which can be used to achieve the climate related
targets in both long and short terms.

5.1 The Future of Carbon Accounting Will
Be Based on Reasonable Targets Based

on Science and Reduced Emissions.

Regarding the future of carbon accounting, the notions of
quality versus quantity of disclosure present a significant
challenge. The carbon footprints of both large and small
businesses are investigated and the disclosure medium that
businesses employ (integrated vs sustainability report).
Carbon disclosures tend to be driven mostly by a desire to
be perceived as legitimate, and corporations appear to be

hesitant to commit to high-quality carbon reporting prac-
tices. Because of the “plethora of third-party ESG verifier
companies” (Nasralla and Bousso 2019), as well as the
“numerous voluntary initiatives and frameworks to unify
carbon accounting and target setting; some overlap, but
none have been universally adopted,” investors are left to
fend for themselves in a confusing maze of carbon account-
ing rules and regulations.

Management research has proposed that “science-based
targets” for climate change implementation be established.
Their comparison of four different science-based techniques
(Faria and Labutong 2019) contributes to the literature on
carbon accounting. When it comes to set target values, it is
demonstrated in this study that mitigating possibilities are
equally as important as the allocation principle, which is a
noteworthy finding, assists businesses in their GHG emis-
sion reduction efforts, and policymakers must encourage
them to pick models that are far less polluting than the
2degree C limitations. As part of their value propositions,
several firms are altering their offerings to help clients mini-
mize emissions from existing business models. For exam-
ple, (Revellino 2020) in his research, discusses how this
concept may be employed in an organization what it means
for future attempts to reduce greenhouse gas emissions and
adapt to climate change. While (Revellino 2020) examines
how “climate change calculations become seductive forces
for public engagement.”
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