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assured that establishing high-quality services that match customers expectation derived from the 

impact of customer consumption behavior and obtained from hedonic and utilitarian values during the 

fli ght ( Levesque & McDougall, 2009; Hussain, Al Nasser, & Hussain, 2015). In the same vein, Hussain 

et al. (2015) demonstrate that perceived value lies in the standards of quality offered by the airline firm. 

Consistent with Levesque and McDougall (2009) whose ascertain that if a customer spends less energy, 

time and money compared to a higher level of service performed by service providers, then the 

customer will attain at better hedonic value. Thus, applying these two values on the present study will 

help in expanding a comprehensive understanding of customer satisfaction.  

Customer satisfaction  

Customer satisfaction is one of the fundamental elements of marketing (Barsky & Labagh, 1992; Kim & 

Lee, 2011; Baker, 2013). Since customer satisfaction emerged as a critical field in delivering customer 

needs, wants, and desire (Kim & Lee, 2011; Baker, 2013). Moreover, Customer satisfaction illustrated as 

reactional behavior to the fulfilment response of customers (Kim & Lee, 2011; Baker, 2013) that generate 

an overall judgement of the product or service characteristics ( Ekinci, Dawes, & Massey, 2008; Baker, 

2013). Barsky and Labagh (1992) suggest that customer satisfaction is the pleasurable emotions 

delivered from the outcomes of the product.  

Generic customer satisfaction is drawn from a multidimensional construct within the business 

(Lankton & Mcknight, 2012; Arif et al., 201 3; Bruno, 2019). From another perspective, there is five 

factors outline customer satisfaction of the provided services; the core service performed (Gan, 2008; 

Baker, 2013), the involvement of human elements in the process of delivering the service (Ekinci, 

Dawes and Massey, 2008), the organization of service delivery, services tangibles, and lastly social 

responsibility engagement within the busine ss (Huseman et al., 2013). Nevertheless, prices of the airline 

services portray a general judgement of the quality of services (Kim & Lee, 2011) through comparison 

of the money paid and the quality of services offered, thereby influencing customer evaluation and 

satisfaction related to airline services (Ekinci et al., 2008; Sabatelli, 2018). 

Despite the importance of price, service quality delivered to airline targeted customers considered one 

of the major influential factors in establishing passengers satisfaction (Yi, 1990; Oliver, 2013; Dahlgaard-

Park, 2015; Bruno, 2019). On the contradictory, Gan (2008) clarify that airline service quality is not 

sufficient to guarantee customer satisfaction, where managers and first -line service providers should 

understand the determinants reflection on customers dissatisfaction (Ekinci et al., 2008) such as 

personal attributes and situation (Ekinci, Dawes and Massey, 2008; Kim and Lee, 2011). Several studies 

found that custo mer satisfaction considerably influenced by multiple factors (Mishra & Prasad, 2014; 
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Table 2. Annual export volume by winery (Intelvid, 2020) 

 

Table 3. Annual export sales dollars by winery (Intelvid, 2020) 

 

Table 4. Average price per case by winery (Intelvid, 2020) 

The data were augmented with information from a corpus of website texts.  The information included 

promotional literature, corporate discourse based on tradition/innovation and more detailed historical 

context.  An in -depth thematic analysis was carried out using the six attributes of authenticity 

(Beverland, 2006) identified for the luxury wine industry, the four dimensions of brand heritage 

(Hudson & Balmer, 2013) and the two distinguishing elements of method of production (Gundlach & 

Neville, 2012).  This type of case-based research allows for rich data related to the theoretical 

framework of constructing evidence -based storytelling to communicate wine/place distinctiveness in 

the minds of consumers. 

FINDINGS  

The analysis of website discourse revealed uniqueness and originality when telling stories of brand 

ideal or concept, brand history, product taste and brand origins for all five wine producers, and 

included structural, implied and mythical heritage dimensions for some producers.  The findings are 

2016 2017 2018 2019

VINEDOS EMILIANA S.A. 831 642 791 489 650 195 713 125

VINA VERAMONTE 108 898 103 782 96 039 93 483

VINA DE MARTINO 108 665 86 144 88 503 73 107

VINA GARCES SILVA LTDA. 20 219 12 640 14 454 14 929

VINA KINGSTON FAMILY LTDA. 1 985 3 280 1 550 1 763

Volume

2016 2017 2018 2019

VINEDOS EMILIANA S.A. $26 030 275 $27 028 108 $23 922 182 $26 652 465

VINA VERAMONTE $5 556 726 $5 270 320 $5 351 178 $4 550 964

VINA DE MARTINO $4 450 495 $3 748 626 $3 999 485 $3 248 171

VINA GARCES SILVA LTDA. $1 351 177 $1 035 412 $1 091 760 $1 358 445

VINA KINGSTON FAMILY LTDA. $216 354 $512 100 $222 180 $285 145

Value

2016 2017 2018 2019

VINEDOS EMILIANA S.A. $31,30 $34,15 $36,79 $37,37

VINA VERAMONTE $51,03 $50,78 $55,72 $48,68

VINA DE MARTINO $40,96 $43,52 $45,19 $44,43

VINA GARCES SILVA LTDA. $66,83 $81,92 $75,53 $90,99

VINA KINGSTON FAMILY LTDA. $108,99 $156,13 $143,34 $161,78
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TABLE I Descriptive Statistics and Correlations  

 Mean  S.D.  1 2 3 4 5 6 7 8 9 10 11 
1- OC 2.997 .7246 1           

2- Internal CSR 3.6878 .6709 .440** 1          
3- External CSR 3.7331 .7511 .476** .747*

* 
1         

4- Age 1.25 .475 .121 -.007 .133 1        
5- Gender .54 .499 -.012 .154* .072 .003 1       
6- Job Position 0.3373 .4742 .110 .047 .210*

* 
.345*
* 

-.095 1      

7- Job Satisfaction 3.3890 .8113 .623** .503*
* 

.593*
* 

.120 .018 .125 1     

8- Tenure in current firm  31.66 25.429 .073 .026 .086 .389*
* 

-.013 .183* .089 1    

9- Total tenure 49.89 31.374 .081 .027 .176* .535*
* 

-.028 .300*
* 

.133 .691*
* 

1   

10- Firm Size 3.53 .883 -.210** .213*
* 

.110 .038 .075 -.039 -.028 .080 .068 1  

11- Sector 0.6168 .4876 .035 .043 .028 .107 .022 -.037 .004 -.037 .015 .015 1 
** Correlation is significant at the 0.01 level (2-tailed) 
*  Correlation is significant at the 0.05 level (2-tailed) 

TABLE II Impacts of Perceived CSR on Organizational Commitment  

 Model 1 Model 2 Model 3 Model 4 
Constant 1.609*** 

(.279) 
1.139*** 
(.302) 

1.322*** 
(.296) 

1.167*** 
(.302) 

Age .052 
(.113) 

.079 
(.110) 

.061 
(.111) 

.072 
(.110) 

Gender -.014 
(.088) 

-.046 
(.086) 

-.026 
(.087) 

-.038 
(.086) 

Job Position .016 
(.100) 

.006 
(.097) 

-.012 
(.100) 

-.010 
(.098) 

Job Satisfaction .606*** 
(.055) 

.474*** 
(.062) 

.486*** 
(.067) 

.453*** 
(.066) 

Tenure in current 
firm  

.060 
(.002) 

.055 
(.002) 

.071 
(.002) 

.066 
(.002) 

Total tenure -.059 
(.002) 

-.054 
(.002) 

-.083 
(.002) 

-.075 
(.002) 

Firm Size -.194*** 
(.050) 

-.255*** 
(.050) 

-.223*** 
(.050) 

-.244*** 
(.050) 

Sector .038 
(.091) 

.021 
(.031) 

.028 
(.089) 

.023 
(.088) 

Internal CSR  .255*** 
(.078) 

  

External CSR   .206*** 
(.076) 

 

CSR (Internal and 
External) 

   .258*** 
(.084) 

     
Observations 166 166 165 165 
Adj. R-square .394 .434 .415 .430 
F 14.401*** 14.979*** 13.932*** 14.756*** 
Durbin -Watson 1.926 1.855 1.949 1.912 
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MODELS OF CORRELATIO N 

As told before, several works evidence that the relationship between servitization and performance 

does not appear linear (Fang et al., 2008; Cusumano, 2008; Kohtamaki et al., 2013b; Suarez et al., 2013; 

Visnjic Kastalli and Van Looy, 2013). 

It is possible to identify t wo main models. One of them evidences a U-shaped correlation between 

servitization and performance suggesting the idea of a strategy that needs time to pay-off because it 

requires a period of settlement. In the beginning the performance could be negative for low level of 

servitization, starting to increase only when an inflection point is overcome and the initial investment 

starts to pay-off (Fang et al., 2008; Kohtamaki et al., 2013b; Suarez et al., 2013).  

Fang et al. (2008) observe that only when the service sales account for the 20-30% of the total revenue 

there is an increase in firm value. Servitization suffers the consequences of the initial organizational 

changes such as the conflicts within the organization and the switch of resources from the produ ct 

business to the service business where firms lack of experience and the likelihood of failure is not low. 

As the servitization advances, the experience should help firms better manage the new business and 

adapt the organization.  

Kohtamaki et al. (2013b) evidence an increase in the sale growth for those firms whose offering is 

strongly focused on services. According to this vision servitization worth to be carried out when 

manufacturing firms increase the offering of more advance and high customized solut ions of services.  

Suarez et al. (2013) state that in the software industry servitization pays off only if the manufacturing 

firms carry out a remarkable transition as the inflection point is achieved when the share of services 

account for the 56% of the total sales. The service business needs to be relevant in order to increase the 

profitability.  

Instead, Kwak and Kim (2016) evidence an inverted U-shape relationship in case of SMSs. SMSs 

benefit from servitization only for low level of servitization becaus e further expansions deteriorate the 

profitability due to the rise of the political and transaction costs and the loss of opportunities of 

investment in the product business because of the switch of resources to the service extension. 

Other models bring to  light more complex relationships. According to Cusumano (2008) servitized 

firms in the software industry increase their performance only if services account for less than 20% of 

the revenues or more of the 60%. Low level of servitization means the provision of basic services as 

the maintenance. After that, further expansions of the service business deteriorate the performance 

because new and more complex services such as the strategic consulting and training begin to be 

provided. When services exceed the 60% of the revenues, manufacturing firms can exploit the 

economies of scale and the experience to provide services more efficiently and thus the performance 

improves again. 
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MOBILE PAYMENT SYSTE MS: ADVANTAGES AND F UTURES 

B�©l �ôoi, Ion -Costel-Marius  

Doctoral School of Economic Informatics, Bucharest University of Economic Studies, Bucharest, 
Romania 

ABSTRACT  

Nowadays, everything evol ves with the help of technology. We live in a society with a high 

degree of adoption of new technologies, trade is present everywhere, and companies have 

passed the period when trade is practiced only in physical stores; is now looking for new 

opportunitie s to grow its business and satisfy customers by offering the easiest ways to 

purchase products. One of these growth opportunities is represented by mobile payment 

services that can bring businesses a major advantage on the market, both through ease of 

payments and by reducing cash costs. The research methodology is qualitative; a number of 

resources currently available in the field will be researched, and the technical experience in the 

integration of mobile payment systems will be helpful in presenting the  payment system 

models. This paper presents the advantages of mobile payments (comfort, numerous use cases, 

compatibility with other platforms, increased security and data confidentiality, flexibility, 

speed in processing or lack of human error), as well as the essential features they have and 

differentiate on the market (simplicity, universality, security, costs, speed, interoperability, 

global payments). Also, below will be presented the most common payment models depending 

on the number of actors involve d. 

Keywords: payment systems, mobile payments, payment models, mobile payment services 

INTRODUCTION  

Payments have always been one of the main components of trade. Since then, the ways in which 

payments are made have constantly evolved and taken various forms. Whether we are talking about 

product -to-product exchanges, metal coins or paper banknotes, bank accounts or electronic wallets, the 

method of payment has become easier and easier, offering people various possibilities. 

Mobile payments can be defined as "payments for goods, services and invoices with a mobile device 

using wireless and other communication technologies"  (Dahlberg, et al., 2008). A similar definition is 

provided in (Pousttchi, 2008) and involves "the authorization or completion of payment processes 

through mobile communication techniques and devices".  



13th Annual Conference of the EuroMed Academy of Busi ness                                                      115 
 

Business Theory and Practice                                        ISSN: 2547-8516 
Across Industries and Markets                                                                                     ISBN: 978-9963-711-89-5 

In the usual sense, mobile payments represent the use of mobile devices to make the payment of the 

value of purchased goods and services, either online on the seller's website or through the mobile 

application or at a POS terminal. There are many ways in which payment can be initiated, among them 

we can list SMS, mobile application, browser, NFC or QR Code (Medici, 2018). 

Over the last decade, payment methods have developed at a fast pace, stimulating trade growth by 

facilitating  payments and offering new payment methods. Thus, from bank accounts and deposits, 

credit cards and checks, electronic payments have entered a new stage represented by electronic 

payments through mobile devices. Thus, electronic payments are developing wit h new providers and 

payment platforms, and as consumer behavior evolves, the concept of omnicommerce (payment by the 

same method, regardless of whether the purchase occurs in the store, online or through a mobile 

device) becomes more and more present, increasing the need for small retailers to adapt to the market 

by providing fast and secure payment solutions, and accepting mobile payments, helps increase 

customer satisfaction. 

 

Figure 1. Utilization rate statistics for payment typ es (VUBO Ltd, 2020) 

The graph shown in Figure 1 presents the evolution of the utilization rate of various types of payments 

in the period 2018-2022 worldwide. Thus, we notice that the utilization rate of mobile payments has an 

increasing trend; at the same time, the cash utilization rate decreases (mobile payments will double in 

volume over the next 5 years, and the share of cash will be reduced by half). We can also see a steady 

increase in the use of debit and credit cards, but much smaller than the percentage increase in the use of 

mobile payments. 

The first part of this paper presents electronic payments, the forms they can take, as well as a series of 

statistics that highlight their importance in society. Next, the advantages  of mobile payment systems 

will be presented; due to these advantages, mobile payment systems have become increasingly 

popular, becoming widely used and having the potential to grow rapidly.  
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The third part presents the characteristics of mobile payment systems, as well as the most used models 

currently on the market. It should be noted that in the process of integrating mobile payment systems 

into various services, the requirements of market regulators must be considered. 

The last part presents the conclusions of this paper and will create the necessary context for future 

research in this field of perspective, which is developing rapidly in all geographical areas of the world.  

LITERATURE REVIEW  

With an increasing number of users of smart devices and mobile payments, payment engines like 

Samsung Pay, Pay Android, Apple Pay, PayPal will grow ever faster. Among the significant mobile 

payment service providers, smaller providers are beginning to emerge, but with great growth potential 

that offer various applicati on programming interfaces (APIs) or standard development kits (SDKs) that 

can be implemented by developers within mobile applications to provide a fast, easy and secure 

payment experience for users. 

Mobile payments can be divided into 2 main categories: mi cropayments (worth less than 10 euros, for 

example small purchases or a ticket for public transport) and macro payments (worth more than 10 

euros, for example online purchases). Thus, micropayments can be made directly via SMS sent from the 

mobile phone; sellers avoid debit / credit card payments because of high commissions. Macro-

payments are a major challenge for electronic payments providers due to the high security required to 

prevent fraud (Liebana, et al., 2014). 

Mobile payments can also be divided into two categories: daily shopping or bills. For purchases, mobile 

payments compete with or supplement cash, debit cards, credit cards, or checks, while in the case of 

invoices, they typically provide access to account-based payment instruments, such as money transfers, 

Internet Banking or Mobile Banking, direct debit or receiving e -invoices (Dahlberg, et al., 2008). 

Looking ahead, a number of factors will continue to positively influence the evolutio n of mobile 

payments and the growing decline of traditional payment instruments. Thus, the increase of the 

number of mobile devices and users worldwide is the most important factor; the generations Z (18 -24 

years old) and millenials (25-34 years old) will contribute to the growth of the mobile payments 

industry.  

The mobile payments industry will revolutionize the way payments will be made as new technological 

innovations such as wearables, biometrics or blockchain technology develop. Increasing the number of 

portable devices such as watches, rings or other accessories equipped with NFC technology to make 

payments increasingly simple just by bringing objects closer to a POS terminal, even without an 

internet connection (VUBO Ltd Reading, 2018). One of the recent examples is the 2018 Winter Olympics 

where VISA offered viewers payment -enabled gloves and prepaid stickers (they have the potential to 
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turn any object into a payment device). Biometric payments are also an innovative technology that will 

revolutionize the mobile payments industry. Biometric payment systems analyze the biological 

characteristics of the individual, such as DNA, facial features or fingerprint. Due to the security and 

convenience of biometrics, it will replace  traditional digital identification systems on a global scale.  

METHODOLOGY  

This paper carries out a qualitative research based on the study of diversified resources in the field of 

mobile payments, the opportunities and development possibilities they offer , as well as the interaction 

of mobile payment systems with other information systems; a series of resources presented at various 

conferences in the field, articles published in international journals or resources published on various 

web platforms dedicat ed to research (ResearchGate.net, Academia.edu, etc.) will be analyzed. It also 

capitalizes on the practical experience gained in researching mobile payment systems and how they can 

be integrated into mobile applications.  

ADVANTAGES OF MOBILE  PAYMENTS  

Mobi le payments have become increasingly simple and familiar to users; thus, by means of simple 

swipes, approaches or touches, they can make the payment of the desired products in a short time. 

Also, the implementation of mobile payment systems is simple for c ompanies of all sizes through POS 

systems, smartphones or tablets; installation time is minimal and allows for rapid development, and for 

online merchants, the integration of electronic payment systems has become one of the mandatory 

requirements in terms of user experience. 

According to Information Systems Audit and Control Association (ISACA) (ISACA, 2011), mobile 

internet development encourages consumers to use smart devices for trading purposes (online 

commerce, transfers or payments through a banking service or application, contactless payments, e-

wallets, etc.). In the source (Report, 2008) is presented the idea that the development of digital 

payments has influenced the emergence of electronic wallets, the tool capable of storing payment 

means, loyalty vouchers, coupons and other facilities. Mobile payments also encourage users' 

consumer-oriented behavior due to their ease of payment and avoidance of lack of cash at the time of 

purchase. Thus, by implementing mobile payment systems, companies increase their revenues 

naturally, avoiding situations where lack of cash is a problem. (Lowry, 2016). 

In the literature, the advantages of mobile payments are analyzed in variou s papers. Thus, Chen and 

Nath (Chen & Nath, 2008) lists among the most important advantages the comfort of the transaction, 

the compatibility between systems, security and confidentiality. Shin also found in a study on mobile 

wallets (Shin, 2009) that, in addition to high security, social influence and trust is an advantage for 
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users, and the study (Yang, et al., 2012) presents as important advantages of mobile payments social 

influence, low risk, compatibility between systems or high degree of innovation. Phonthanikitithaworn 

and Fong (Phonthanikitithaworn, et al., 2015)  also presents the advantage of low costs as an important 

factor in the adoption of mobile payments.  

From the point of view of companies that implement mobile payment services, they bring them a 

number of major benefits, including the rapid execution of transactions, the redu ction of human error, 

the increase in cash flows or the reduction of labor costs. 

In terms of speed of transactions, it saves time because the payment data of the card or mobile device is 

read automatically, without human interaction, and they are sent to the payment processor to be 

processed or to various resources management systems within the company. 

The lack of the human element in the trading process reduces the risk of possible errors such as 

duplicate data entry or incomplete / incorrect entry, and possible subsequent interventions on the data 

even lead to financial losses for the company to locate and correct errors. 

Regardless of the company's level, the cash flow is one of the central elements on which it is based and 

in the absence of which it cannot honor its obligations to third parties (suppliers, employees, tax 

institutions, etc.). Thus, through fast transaction processing and further processing in an ERP system, 

companies become agile and can find out exactly, at any time, the liquidity they have and can make 

operating decisions based on accurate data so that it works as efficiently as possible. 

The integration of mobile payment systems helps to reduce labor costs by automating in-company 

processes that were previously performed by employees. Also, the possible costs for training the 

employees who will process the payments are reduced or avoided. 

In the source (GPK Retail, 2017), GFK Retail presents important advantages of mobile payments 

processing speed, increased security and flexibility. It also notes that contactless mobile payment 

systems can be integrated with any POS device that has mobile connectivity. 

In terms of processing speed, it contributes to increasing both customer satisfaction and increasing the 

processing power of a large number of transactions in the shortest possible time. Payment data security 

is also one of the challenges to mobile payments so that the risk of security incidents is minimized. 

Payment engines such as Apple Pay or Android Pay use complex encryption and identification 

technologies so that payment authorization is performed without exposing customer account details 

and even in the event of a cyber attack, customer data is secure. Through flexibility, GFK Retail defines 

the possibilit y of integration with other sales programs, such as loyalty programs, and allows the 

distribution of transaction data between systems. 

In addition to processing speed and convenience of electronic payments, the source (Kasavana, 2017) 

mentions as advantages the potential increase in revenues from the sale of products or services, 
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increased customer satisfaction and the avoidance of fraud compared to traditional payments. Like 

remote mobile payments, mobile payments via NFC technology have the advantage of increased 

security because customer account information is not directly exposed, it is encrypted and can only be 

read in close proximity to the reader.  

FEATURES OF MOBILE P AYMENT SYSTEMS  

At present, people have the opportunity t o choose between different payment methods, either directly 

through a banking institution, through the mobile network operator or through independent payment 

systems. Thus, there is a wide range of mobile payment solutions using SMS (Short Message Service), 

USSD(Unstructured Supplementary Service Data), WAP(Wireless Application Protocol) or NFC (Near 

Field Communication).  

Mobile payment services, in order to be accepted by users and currently used by them, must have a 

number of essential features. These include: simplicity, usability, universality, security, privacy, low 

cost and high speed (Carr, 2007). 

Feature Description  

Simplicity and 

usability  

The application must be user-friendly, intuitive without requiring a period of learning. 

The user can also customize different functions of the application or save different 

preferences. 

Universality  The payment service must make the payment either between users (C2C), between a 

user and a business (B2C) or between businesses (B2B). The payment service must be 

available to perform both micropayments and macropayments.  

Security and privacy  The service must be able to keep customer information secure. It must also maintain the 

confidentiality of transactions (payments must remain anon ymous, as well as cash 

transactions) and save their history for future reference. The system must withstand 

cyber attacks by including various security methods.  

Costs The cost of payment must not be higher than the cost through other systems. 

Speed Payments between the actors involved must be made within an acceptable time frame. 

Interoperability  The payment system must be able to interact with other similar mobile payment 

systems in the same country or abroad. 

Global payments  The system must be available for cross-border payments. 

Table 3. Features mobile payment services  

Within the entire process involving the use of electronic payments, a number of actors (customer, seller, 

telecom operator, regulatory institutions, etc.)  intervenes directly or indirectly; their involvement is 

more or less obvious in day-to-day transactions. The electronic payment process can be divided into 4 

levels, depending on the actors involved (Figure  2). 
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Figure 2. Levels of the electronic payment process  

Thus, according to Figure 2, the factors directly involved in the process of making an electronic 

payment are the customer who wants to make the payment, the intermediary financial institutions, 

respectively the seller. As technical intermediaries, the telecommunications operator (network level) 

and the manufacturers of software and smart devices (technical level), respectively the National Bank 

as supervisor of financial operations intervene. 

The purpose of payments is to transfer the monetary value from the payer to the seller (Peiro, et al., 

1998). The actors directly involved in the payment are identified at the first level, and the type of 

payment varies depending on the number of participan ts involved. Payment models can be defined 

based on this number. 

The literature presents a series of payment models depending on the number of actors involved. For 

this research, 3 of them are relevant: the model with 4 actors involved, the model with 3 actors 

involved, respectively the model with 2 actors involved.  

The model with 4 actors involved (Four -party mobile payment model (Peiro, et al., 1998)) contains 4 

actors directly involved, among which we have the payer, the beneficiary, the issuer (representative of 

the payer), the acquirer (representative of the beneficiary) (Figure 3). 

 

Figure 3. Four-party mobile payment model  

The model based on 3 actors involved (Three-party mobile payment model (Ham, et al., 2002)) presents 

the exchange of information related to transactions between 3 actors: client, seller, financial institution 

(Figure 4). 

�{client 
�‡financial institution 
�‡seller 

Direct level 

�{the telecommunications operator Network level 

�{device manufacturer 
�{software manufacturer Technical level 

�{National Bank 
�{Government Level of supervision 

Payer Issuer Acquirer Beneficiary 





13th Annual Conference of the EuroMed Academy of Busi ness                                                      122 
 

Business Theory and Practice                                        ISSN: 2547-8516 
Across Industries and Markets                                                                                     ISBN: 978-9963-711-89-5 

Transactions based on the telecommunications provider's invoice are based on the use of the mobile 

phone by the buyers for various payments, and the costs are transmitted by the telecommunications 

provider. This  model can be implemented either by prepayment or by subsequent payment of the 

invoice. 

CONCLUSIONS  

Today, electronic payments are one of the most commonly used services by people. Thus, the average 

annual increase of 10% in electronic payments demonstrates that it is one of the services that bring real 

benefits to people and paves the way for new ways of managing money and interacting with financial 

institutions through alternative technologies. We also find that mobile payments can be integrated into 

a wide variety of applications, from e -commerce, payments and bank transfers to integration with IoT 

devices and other emerging technologies. 

The way mobile payments have developed and been adopted by people is mainly due to the 

advantages and innovations they bring, among which we can list ease of use, integration into various 

complex IT solutions, high security, confidentiality, low transaction costs or social influence. In 

addition to the advantages presented, mobile payments are the basis for the implementation of 

electronic wallet products and payments through NFC technology; it is also the basis for payments via 

IoT devices such as wearables, bracelets, smart home systems, etc. 

In order to optimally operate and facilitate the payment process through mobile  devices, payments are 

made through a variety of technologies, including SMS (Short Message Service), USSD (Unstructured 

Supplementary Service Data), WAP (Wireless Application Protocol) or NFC (Near Field 

Communication). Mobile payments also involve the in teraction of different actors at different levels. 

Thus, we have as direct participants the client, the beneficiary and the financial institution that 

mediates the transaction, and in addition to these we also have actors such as telecommunications 

provide rs, hardware and software manufacturers or regulatory institutions. Also, a series of models 

based on 2,3 or 4 actors involved are usually used, each of these models being used in practice 

depending on the specific context (for example, the model based on 2 actors is used in the use of 

applications mobile banking or online banking).  

Globally, there are a large number of payment service providers (PSPs), or services developed by large 

companies such as Amazon, Google, Alibaba, but also lesser known services, but with great potential 

for development (Stripe, Braintree, etc). 

Considering all the aspects analyzed and the conclusions formulated, mobile payments are currently 

one of the services in development, with great potential for growth and innovation.  
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ABSTRACT  

Nowadays, everything evolves with the help of technology. We live in a society with a high 

degree of adoption of new technologies, trade is present everywhere, and companies have 

passed the period when trade is practiced only in physical stores;it is now looking for new 

opportunities to grow its business and satisfy customers by offering the easiest ways to 

purchase products. One of these growth opportunities is represented by mobile payment 

services that can bring businesses a major advantage on the market, both through ease of 

payments and by reducing cash costs. The research methodology is qualitative; a number of 

resources currently available in the field will be researched, and the technical experience in the 

integration of mobile payment systems will be helpful in presenting the payment system 

models. This paper presents the advantages of mobile payments (comfort, numerous use cases, 

compatibility with other platforms, increased security and data confidentiality, flexibility, 

speed in processing or lack of human error), as well as the essential features they have and 

differentiate on the market (simplicity, universality, security, co sts, speed, interoperability, 

global payments). Also, below will be presented the most common payment models depending 

on the number of actors involved and the implications of mobile payments.  

Keywords: payment systems, mobile payments, payment models, mobile payment services 

INTRODUCTION  

Payments have always been one of the main components of trade. Since then, the ways in which 

payments are made have constantly evolved and taken various forms. Whether we are talking about 

product -to-product exchanges, metal coins or paper banknotes, bank accounts or electronic wallets, the 

method of payment has become easier and easier, offering people various possibilities. 

The purpose of this paper is to research payments through mobile devices and deepen their 

implicati ons in the digital economy. Currently, the digitalization of economic activity and its transition 

to mobile devices offers a lot of research opportunities, both on the technological side and in terms of 

how these changes impact society and end users. 
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The objective of the paper is to offer a broad perspective on the state of knowledge up to the present 

moment in the field of mobile payments and to create the necessary context for future research in this 

field. Thus, it is pursued to present the advantages, characteristics and models of electronic payments, 

as well as the implications of mobile payments in the digital economy. As we know, mobile payments 

are a vast field of knowledge, increasingly present in everyday life and requiring in -depth analysis so 

that it is the starting point for further research on the impact of mobile payments on users and how 

they can be integrated into fintech applications.  

Mobile payments can be defined as "payments for goods, services and invoices with a mobile device 

using wire less and other communication technologies" (Dahlberg, et al., 2008). A similar definition is 

provided in (Pousttchi, 2008) and involves "the authorization or completion of payment processes 

through mobile communication techniques and devices".  

In the usual sense, mobile payments represent the use of mobile devices to make the payment of the 

value of purchased goods and services, either online on the seller's website or through the mobile 

application or at a POS terminal. There are many ways in which payment can be initiated, among them 

we can list SMS, mobile application, browser, NFC or QR Code (Medici,  2018). 

Over the last decade, payment methods have developed at a fast pace, stimulating trade growth by 

facilitating payments and offering new payment methods. Thus, from bank accounts and deposits, 

credit cards and checks, electronic payments have entered a new stage represented by electronic 

payments through mobile devices. Thus, electronic payments are developing with new providers and 

payment platforms, and as consumer behavior evolves, the concept of omnicommerce (payment by the 

same method, regardless of whether the purchase occurs in the store, online or through a mobile 

device) becomes more and more present, increasing the need for small retailers to adapt to the market 

by providing fast and secure payment solutions, and accepting mobile paymen ts, helps increase 

customer satisfaction. 

The graph shown in Figure 1 presents the evolution of the utilization rate of various types of payments 

in the period 2018-2022 worldwide. Thus, we notice that the utilization rate of mobile payments has an 

increasing trend; at the same time, the cash utilization rate decreases (mobile payments will double in 

volume over the next 5 years, and the share of cash will be reduced by half). We can also see a steady 

increase in the use of debit and credit cards, but much smaller than the percentage increase in the use of 

mobile payments. 
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Figure 6. Utilization rate statistics for payment types (VUBO Ltd, 2020) 

The first part of this paper presents electronic payments, the forms they can take, as well as a series of 

statistics that highlight their importance in society. Next, the advantages of mobile payment systems 

will be presented; due to these advantages, mobile payment systems have become increasingly 

popular, becoming widely used and having the potential to grow rapidly.  

The third part presents the characteristics of mobile payment systems, as well as the most used models 

currently on the market. It should be noted that in the process of integrating mobile payment s ystems 

into various services, the requirements of market regulators must be considered. 

The next chapter is dedicated to the implications of mobile payments in the digital economy. Thus, the 

implications on the users, the financial environment, at macroeconomic level will be presented. Also, 

we will present some factors that influence their development.  

The last part presents the conclusions of this paper and will create the necessary context for future 

research in this field of perspective, which is developing rapidly in all geographical areas of the world.  

LITERATURE REVIEW  

With an increasing number of users of smart devices and mobile payments, payment engines like 

Samsung Pay, Android Pay, Apple Pay, PayPal will grow ever faster. Among the significant mo bile 

payment service providers, smaller providers are beginning to emerge, but with great growth potential 

that offer various application programming interfaces (APIs) or standard development kits (SDKs) that 

can be implemented by developers within mobile applications to provide a fast, easy and secure 

payment experience for users. 

Mobile payments can be divided into 2 main categories: micropayments (worth less than 10 euros, for 

example small purchases or a ticket for public transport) and macro payments (worth more than 10 
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euros, for example online purchases). Thus, micropayments can be made directly via SMS sent from the 

mobile phone; sellers avoid debit / credit card payments because of high commissions. Macro-

payments are a major challenge for electronic payments providers due to the high security required to 

prevent fraud (Liebana, et al., 2014). 

Mobile payments can also be divided into two categories: daily shopping or bills. For purchases, mobile 

payments compete with or supplement cash, debit cards, credit cards, or checks, while in the case of 

invoices, they typically provide access to account-based payment instruments, such as money transfers, 

Internet Banking or Mobile Banking, direct debit or receiving e -invoices (Dahlberg, et al., 2008). 

Looking ahead, a number of factors will continue to positively influence the evolution of mobile 

payments and the growing decline of traditional payment instruments. Thus, the increase of the 

number of mobi le devices and users worldwide is the most important factor; the generations Z (18-24 

years old) and millenials (25-34 years old) will contribute to the growth of the mobile payments 

industry.  

The study (Karjaluoto, et al., 2019) performs an analysis on the adoption and use of contactless mobile 

payments (CMP). Compared to other previous studies, it analyzes the factors that influence the 

intention to use mobile banking applications or other mobile payment applications. In this sense, the 

model is built on the analysis of concepts such as perceived risk, brand involvement, overall 

satisfaction or continuous use of contactless mobile payments. 

The mobile payments industry will revolutionize the way payments will be made as new tec hnological 

innovations such as wearables, biometrics or blockchain technology develop. Increasing the number of 

portable devices such as watches, rings or other accessories equipped with NFC technology to make 

payments increasingly simple just by bringing objects closer to a POS terminal, even without an 

internet connection (VUBO Ltd Reading, 2018). One of the recent examples is the 2018 Winter Olympics 

where VISA offered viewers payment -enabled gloves and prepaid stickers (they have the potential to 

turn any object into a payment device). Biometric payments are also an innovative technology that will 

revolutionize the mobile payments industry. Biometric payment systems analyze the biological 

characteristics of the individual, s uch as DNA, facial features or fingerprint. Due to the security and 

convenience of biometrics, it will replace traditional digital identification systems on a global scale.  

METHODOLOGY  

This paper carries out a qualitative research based on the study of diversified resources in the field of 

mobile payments, the opportunities and development possibilities they offer, as well as the interaction 

of mobile payment systems with other information systems; a series of resources presented at various 

conferences in the field, articles published in international journals or resources published on various 
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web platforms dedicated to research (ResearchGate.net, Academia.edu, etc.) will be analyzed. It also 

capitalizes on the practical experience gained in researching mobile payment systems and how they can 

be integrated into mobile applications.  

ADVANTAGES OF MOBILE  PAYMENTS  

Mobile payments have become increasingly simple and familiar to users; thus, by means of simple 

swipes, approaches or touches, they can make the payment of the desired products in a short time. 

Also, the implementation of mobile payment systems is simple for companies of all sizes through POS 

systems, smartphones or tablets; installation time is minimal and allows for rapid development, and for 

online merchants, the integration of electronic payment systems has become one of the mandatory 

requirements in terms of user experience. 

According to Information Systems Audit and Control Association (ISACA) (ISACA, 2011), mobile 

internet development encourages consumers to use smart devices for trading purposes (online 

commerce, transfers or payments through a banking service or application, contactless payments, e-

wallets, etc.). In the source (Report, 2008) is presented the idea that the development of digital 

payments has influenced the emergence of electronic wallets, the tool capable of storing payment 

means, loyalty vouchers, coupons and other facilities. Mobile payments also encourage users' 

consumer-oriented behavior due to their ease of payment and avoidance of lack of cash at the time of 

purchase. Thus, by implementing mobile payment systems, companies increase their revenues 

naturally, avoiding situations where lack of cash is a problem. (Lowry, 2016). 

In the literature, the advantages of mobile payments are analyzed in various papers. Thus, Chen and 

Nath (Chen & Nath, 2008) lists among the most important advantages the comfort of the t ransaction, 

the compatibility between systems, security and confidentiality. Shin also found in a study on mobile 

wallets (Shin, 2009) that, in addition to high security, social influence and trust is an advantage for 

users, and the study (Yang, et al., 2012) presents as important advantages of mobile payments social 

influence, low risk, compatibility between systems or high degree of innovation. Phonthanikitithaworn 

and Fong (Phonthanikitithaworn, et al., 2015)  also presents the advantage of low costs as an important 

factor in the adoption of mobile payments.  

From the point of view of companies that implement mobile payment services, they bring them a 

number of major benefits, including the rapid execution of transactions, the reduction of human error, 

the increase in cash flows or the reduction of labor costs. 

In terms of speed of transactions, it saves time because the payment data of the card or mobile device is 

read automatically, without human interaction, and they are sent to the payment processor to be 

processed or to various resources management systems within the company. 
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The lack of the human element in the trading process reduces the risk of possible errors such as 

duplicate data entry or incomplete / incorrect entry, and possible subsequent interventions on the data 

even lead to financial losses for the company to locate and correct errors. 

Regardless of the company's level, the cash flow is one of the central elements on which it is based and 

in the absence of which it cannot honor its obligations to third parties (suppliers, employees, tax 

institutions, etc.). Thus, through fast transaction processing and further processing in an ERP system, 

companies become agile and can find out exactly, at any time, the liquidity they have and can make 

operating decisions based on accurate data so that it works as efficiently as possible. 

The integration of mobile payment systems helps to reduce labor costs by automating in-company 

processes that were previously performed by employees. Also, the possible costs for training the 

employees who will process the payments are reduced or avoided. 

In the source (GPK Retail, 2017), GFK Retail presents important advantages of mobile payments 

processing speed, increased security and flexibility. It also notes that contactless mobile payment 

systems can be integrated with any POS device that has mobile connectivity. 

In terms of processing speed, it contributes to increasing both customer satisfaction and increasing the 

processing power of a large number of transactions in the shortest possible time. Payment data security 

is also one of the challenges to mobile payments so that the risk of security incidents is minimized. 

Payment engines such as Apple Pay or Android Pay use complex encryption and identification 

technologies so that payment authorization is performed without exposing customer account details 

and even in the event of a cyber attack, customer data is secure. Through flexibility, GFK Retail defines 

the possibility of integration with other sales programs, such as loyalty programs, and allows the 

distribution of transaction data between systems. 

In addition to processing speed and convenience of electronic payments, the source (Kasavana, 2017) 

mentions as advantages the potential increase in revenues from the sale of products or services, 

increased customer satisfaction and the avoidance of fraud compared to traditional payment s. Like 

remote mobile payments, mobile payments via NFC technology have the advantage of increased 

security because customer account information is not directly exposed, it is encrypted and can only be 

read in close proximity to the reader.  

FEATURES OF MOB ILE PAYMENT SYSTEMS  

At present, people have the opportunity to choose between different payment methods, either directly 

through a banking institution, through the mobile network operator or through independent payment 

systems. Thus, there is a wide range of mobile payment solutions using SMS (Short Message Service), 
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USSD(Unstructured Supplementary Service Data), WAP(Wireless Application Protocol) or NFC (Near 

Field Communication).  

Mobile payment services, in order to be accepted by users and currently used by them, must have a 

number of essential features. These include: simplicity, usability, universality, security, privacy, low 

cost and high speed (Carr, 2007). 

Feature Description  

Simplicity and 

usability  

The application must  be user-friendly, intuitive without requiring a period of learning. 

The user can also customize different functions of the application or save different 

preferences. 

Universality  The payment service must make the payment either between users (C2C), between a 

user and a business (B2C) or between businesses (B2B). The payment service must be 

available to perform both micropayments and macropayments.  

Security and privacy  The service must be able to keep customer information secure. It must also maintain the 

confidentiality of transactions (payments must remain anonymous, as well as cash 

transactions) and save their history for future reference. The system must withstand 

cyber attacks by including various security methods.  

Costs The cost of payment must not be higher than the cost through other systems. 

Speed Payments between the actors involved must be made within an acceptable time frame. 

Interoperability  The payment system must be able to interact with other similar mobile payment 

systems in the same country or abroad.  

Global payments  The system must be available for cross-border payments. 

Table 4. Features mobile payment services  

Within the entire process involving the use of electronic payments, a number of actors (customer, seller, 

telecom operator, regulatory institutions, etc.) intervenes directly or indirectly; their involvement is 

more or less obvious in day-to-day transactions. The electronic payment process can be divided into 4 

levels, depending on the actors involved (Figure 2). 

 

Figure 7. Levels of the electronic payment process  
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Direct level 
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�‡device manufacturer 
�‡software manufacturer 
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Thus, according to Figure 2, the factors directly involved in the process of making an electronic 

payment are the customer who wants to make the payment, the intermediary financial institutions, 

respectively the seller. As technical intermediaries, the telecommunications operator (network level) 

and the manufacturers of software and smart devices (technical level), respectively the National Bank 

as supervisor of financial operations intervene. 

The purpose of payments is to transfer the monetary value from the payer to the seller (Peiro, et al., 

1998). The actors directly involved in the payment are identified at the first level, and the type  of 

payment varies depending on the number of participants involved. Payment models can be defined 

based on this number. 

The literature presents a series of payment models depending on the number of actors involved. For 

this research, 3 of them are relevant: the model with 4 actors involved, the model with 3 actors 

involved, respectively the model with 2 actors involved.  

The model with 4 actors involved (Four -party mobile payment model (Peiro, et al., 1998)) contains 4 

actors directly involved, among which we have the payer, the beneficiary, the issuer (representative of 

the payer), the acquirer (representative of the beneficiary) (Figure 3). 

 

Figure 8. Four-party mobile payment model  

The model based on 3 actors involved (Three-party mobile payment model (Ham, et al., 2002)) presents 

the exchange of information related to transactions between 3 actors: client, seller, financial institution 

(Figure 4). 

 

Figure 9. Three-party mobile payment model  

From a theoretical point of view, the model involving 3 actors is much more efficient if we analyze the 

costs. In a model with 4 actors, both the issuer and the acquirer have their own set of commissions. 

Also, in the model based on 3 actors, the advantage also consists in the fact that they offer a much 

simplified payment method and are less expensive in the case of international payments. 
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conditions, the rapid transfer of money and real -time tracking of various indices has changed the way 

people interact with the financial system; At this moment, technology is becoming more and more 

important, and the financial sector must adapt by offering customized solutions to customers so as to 

better meet their needs. 

At the level of actors involved in economic activity, the digital economy supports the efficient use of 

resources by reducing the costs of remittances, reducing branch networks at the regional level and 

providing alternatives for managing own finances through mobile applica tions. We can say that mobile 

payment systems support the increase of the financial intermediation in the economy by redistributing 

the monetary value from those who have surplus to those who need cheaper loans and obtained in a 

short time. 

At the macroeconomic level, mobile payments stimulate the emergence of new alternative services that 

contribute through various taxes to state revenues. In this regard, we can note the alternative 

accommodation services at non-hotel units (Booking, AirBnb, etc.), car sharing services (Uber, Bolt, 

etc.), digital content delivered directly to mobile devices (Netflix, Spotify, etc.) , delivery services 

(Glovo, Uber Eats, etc). From a commercial point of view, access to mobile payment systems extends 

the access of intermediation platforms globally, without being limited to a certain geographical, social 

or cultural specific.  

The digital economy, through mobile payments, supports the efforts of states to discourage various 

illegal behaviors, such as non-declaration of income and non-payment of related taxes, money 

laundering, tax evasion, etc. Regarding the transactions made on the Internet or the business carried 

out in other states, the problem of taxation arises. In this sense, a mechanism obtained by consensus of 

the states is needed so that they can be tracked and an international taxation can be applied. 

As a whole, the digital economy favors the evolution of mobile payment systems and the transition to 

new technologies that positively influence access to electronic payments, processing time or costs. 

Thus, a number of factors have the potential to change the current rules by which the financial system 

works. These include the PSD2 directive by which all electronic payment providers must increase the 

level of security for on line payments (Strong Customer Authentification -SCA) and provide access to 

affiliates such as fintech companies through secure web services (in this way, the monopoly of financial 

institutions is diminished by market entry and new companies, with an emphas is on technology). Also, 

instant payments can change the market by transferring monetary value in real time between those 

involved in transactions; fintech solutions allow money to be sent directly from e -wallets to other 

people based on their phone number or user account, without the need for an IBAN code. It is worth 

analyzing the impact of technologies such as artificial intelligence and the blockchain in electronic 

payments; Artificial intelligence contributes to the analysis of large volumes of data an d the analysis of 
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user behavior, acquisitions made in the past and forecasting future acquisitions, as well as the detection 

of possible fraud. In the case of blockchain technology, it can offer various advantages such as 

improved transparency, increased security, speed in processing), but has a number of ambiguities 

related to interoperability with current financial systems, the costs of transactions and the multitude of 

digital currencies and their standardization.  

CONCLUSIONS  

Today, electronic payments are one of the most commonly used services by people. Thus, the average 

annual increase of 10% in electronic payments demonstrates that it is one of the services that bring real 

benefits to people and paves the way for new ways of managing money and interacting with financial 

institutions through alternative technologies. We also find that mobile payments can be integrated into 

a wide variety of applications, from e -commerce, payments and bank transfers to integration with IoT 

devices and other emerging technologies. 

The way mobile payments have developed and been adopted by people is mainly due to the 

advantages and innovations they bring, among which we can list ease of use, integration into various 

complex IT solutions, high security, confidentiality, low  transaction costs or social influence. In 

addition to the advantages presented, mobile payments are the basis for the implementation of 

electronic wallet products and payments through NFC technology; it is also the basis for payments via 

IoT devices such as wearables, bracelets, smart home systems, etc. 

Mobile payments also involve the interaction of different actors at different levels. Thus, we have as 

direct participants the client, the beneficiary and the financial institution that mediates the transaction, 

and in addition to these we also have actors such as telecommunications providers, hardware and 

software manufacturers or regulatory institutions. Also, a series of models based on 2,3 or 4 actors 

involved are usually used, each of these models being used in practice depending on the specific 

context (for example, the model based on 2 actors is used in the use of applications mobile banking or 

online banking).  

Globally, there are a large number of payment service providers (PSPs), or services developed by large 

companies such as Amazon, Google, Alibaba, but also lesser known services, but with great potential 

for development (Stripe, Braintree, etc). 

Considering all the aspects analyzed and the conclusions formulated, mobile payments are currently 

one of the services in development, with great potential for growth and innovation.  

Continuing this research, I propose to make a prototype application that integrates mobile payment 

systems. Based on this prototype, I will measure the impact that mobil e payment systems have on 

individual users, as well as how their experience can be improved by adding new features.  
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different discount options) 88% of the Generation X respondents and 100% of GenY respondents chose 

the product with the initial higher price stating that the higher price was a reflection of the superior 

quality. This leads the observers to deduct that both generations give a high value to quality or at least 

perceived quality and that they apply the price as a benchmarking tool for quality.  

Anchoring heuristic:  to each group two questions were asked on a geography topic. The questions 

were not related, hence knowing one nswer would not facilitate the response to the other question. 

100% of the respondents from Generation X and Millennials, leveraged the answer to the first question 

in order to answer the second question. This proves that all the participants in Generation X and 

Millennials cohorts were subject to the anchoring effect. An choring and is the tendency of subjects to be 

influenced by a reference point. Anchoring processes relies on the definition of Ecological rationality 

(i.e., the ability to exploit the structure of the information in natural environments; Gigerenzer et al., 

1991) which may involve also some personality dispositions. On the other hand, an effect such as 

anchoring cannot be explained only by individual differences, but also by other general knowledge 

(Blankenship et al., 2008), expertise about the topic used to test the bias (Wegener et al., 2001), mood, 

self-regulation (Englich and Soder, 2009) and in general by generational characteristics. 

Reference price: to conduct the test, participants were asked to choose between three popcorn baskets, 

sized small, medium and large. These three baskets had three different prices and participants were 

asked to pick the basket that mostly would hav e satisfied their needs to eat popcorn while watching a 

movie. 100% of the participants in Generation X focus group made a choice between two products 

based on their specific needs of the moment asserting that price was not a driver of choice. Instead, 

100% of the Millennials participants made a choice between the products based on the economic 

advantage of the price/quantity ratio. This means that Generation X has a much higher reference point 

bias, that is a useful concept to explain why people focus on reference points without considering 

alternatives; reference points and all subsequent thought allow economizing cognitive resources 

compared to alternative strategies that require more computationally taxing operations (Ceschi et al., 

2019). 

Time discounting: participants to the focus groups were asked to choose between two types of rewards 

for their participation to the focus groups, 25 euros on Amazon bonus delivered immediately or 35 

euros Amazon bonus delivered in 50 days. 100% of the participants in Generation X focus group 

accepted to have a lower amount of money immediately instead of a greater amount of money in a 

future time span. Instead, 50% of the Millennials respondents affirmed that they would have pr eferred 

a larger amount of money in two months. It appears that Generation X is characterized by an avoidance 

orientation of losses that leads to more biased decision. The feeling toward wasting is strictly connected 
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to a sense of guilt regarding the violation of a No -Waste heuristic whilst Millennials seem to be prone 

to risk taking with an opposite attitude or an overly optimistic view of the world.  

Representativeness heuristic:  this test consisted in presenting the focus groups with two different 

individ uals. These same set of adjectives to describe the individuals was used but was presented in 

mixed order for each individual. 100% of the Generation X and Millennials respondents used the first 

adjectives presented for each character in order to express a judgement of the person. These biases 

appear to be dependent on using information that is recalled easily and relevant for comparative 

judgments. It appears that these biases affect the two generations in the same way as no difference in 

the responses was found.  

In conclusion, building on the consumer bias theory and the generational theory, our research 

demonstrates that Generation X, when confronted to online shopping, suffers from an endowment 

effect that appears to be characteristic of this generation. The adversity to risk taking, the attachment to 

the well -known brand and the distrust towards the internet leads this generation to sub -optimal 

decision making. Generation Y, by being technologically savvy, less brand driven and more oriented to 

deal-makin g appears to be prone to risk taking to maximize the return on the choices made. 

CONCLUSIONS  

This study, by leveraging the extensive literature review on decision -making heuristics (Arnott, 2006; 

Carter et al., 2007; Ceschi et al., 2019; Gigerenzer and Gaissmaier, 2011; Kahneman et al., 1982) and 

biases and leveraging the generational theories (Amplitude, 2009; Anderson et al., 2018; Giovannini et 

al., 2015; Greenberg, 2011; Howe and Strauss, 2007), aims at shedding light on the different impact that 

heuristics and biases have on Generation X and the Millennials in order to identify a phenotypic 

structure of decision-making proper to each Generation. Existing literature has focused the research on 

the study of heuristics and biases in isolation from other s, suggesting the stable and reliable individual 

differences in rational thought (Ceschi et al., 2019). Our research fills the gap identified in the literature 

by putting into comparison two Generations and aims at demonstrating the existence of intra -

generation similarity in performance suggesting a similarity in decision -making skills of each 

generation. 

From our perspective, the understanding of the difference in behaviors and the differences in the 

reaction to biases and heuristics of different Generations, represents an essential condition for 

designing and implementing successful marketing campaigns. Studying cognitive biases and heuristics 

highlights the importance of a different perspective in the segmentation models. This research can be 

particularl y appealing to practitioners since it allows a different point of view on the identification of 

the target market based on simple test that can be iterated. The study of the impact of heuristics and 
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CAN SOCIAL RESPONSIB ILITY AND CIRCULAR E CONOMY BE 

CONSIDERED DRIVERS O F CORPORATE SOCIALIZ ATION?A 

RESEARCH ON ITALIAN SMES 

Basile, Gianpaolo 1; Fortunati, Sim ona2; Morea, Donato 1  

1Faculty of Economics, Universitas Mercatorum, Rome, Italy  
2Department of Economics, Engineering, Society and Business, University of Tuscia, Viterbo, Italy 

ABSTRACT  

In management studies, social innovation refers to two new foci. Th e first one considers the 

firm as a network of social relations and as a community member in which technological and 

administrative changes are just one part of the innovation picture and, the institutional and 

social being fulfils equal importance.  

The second refers to social and environmental commitments that increasingly reflect a pure 

marketing strategy to better firm reputation.  

The original objective of this paper is to join the two foci by means a literature review and a 

framework arguing that the s ocial values, the related mission, the Circular Economy (CE) 

culture and the Corporate Social Responsibility (CSR) models can be useful to achieve social 

ends without neglecting the marketing strategies.  

On these methodological bases, the paper presents a research carried out on desk on nine 

Italian food industry Small and Medium -sized enterprises (SMEs). 

The study findings highlight a limited awareness by corporate of their social role that 

highlights lacking declared social goals. Moreover, social and circular economy values and 

Agenda 2030 goals are vaguely claimed in the corporate missions that it is characterized by a 

strong reference at low production impact on the environment, at workers safeguard and for 

customer satisfaction. 

Finally, although the paper shows some limitations in the research, it contributes to 

developing the scientific literature overcoming the Elkington triple -bottom-line model and, 

for managers and practitioners, focusing on the firm social role being regardless profit or no 

profi t.     

Keywords: Social Innovation; Social Entrepreneurship; Corporate Social Responsibility; Circular 

Economy; Sustainability. 
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economic-ethical model linked also to successful strategies that are fundamental for a competitive 

company (Granovetter, 2018). 

Companies contributing to the transition to a CE are considered the future of the economy and ensure 

a healthier environment. Lack of information on the real CE benefits, very often, generates social 

tensions in place where the company works, especially for those that deal with waste, reuse, recycle. 

People involved in these activities are often considered a threat to the territory (making the business to 

detriment to the environment). This lack of reputation of the CE company creat es a major obstacle to 

the transition from a linear to a circular economy and also a degraded socio-economic environment 

(Michelini et al., 2017).  

Goldring (2015) defines the company's reputation as the fundamental image that the company 

conveys, both directly and indirectly, to its customers, its stakeholders. CSR practices are not only an 

economic commitment but a real strategy geared towards the company's reputation improvement 

including ethical, social and environmental, which requires an adaptation of  processes, resources, 

skills and factors of competition. In the light of these considerations,  emerges a framework in which 

CSR is considered as a construct capable of explaining the connection between circular economy and 

corporate reputation. CSR practices are necessary to support companies whithin their local area and as 

behaviours aimed to optimise their work as an active member in the transition to a circular economy.  

In the last decades, increasingly companies implemented circular economy behaviours in values and 

related mission (Ruiz Malbarez and Romero Gonzales, 2011). 

Therefore, the relationship between a company mission, committed to reach its profit with positive 

impacts in terms of Agenda 2030 goals, cannot ignore circular economy values as an alternative to the 

current linear system, which privileges waste to the detriment of the environment and society.  

Therefore, CSR and CE can represent an "economic ethic" that produces different results, from strictly 

economic individual interests, in which  relationships between needs, values, actions and institutions 

belong to a much broader field (Velenturf et al., 2019). 

Regarding that, authors argue that the policy for the transition to a circular economy takes into 

account economic rather than social aspects and 'that business support should be derived from a 

broader understanding of the role of business in society. The different motivations and willingness of 

business leaders to engage in a circular economy should be further examined with results that will 

feed into broader and more inclusive business support guidelines to accelerate the transition to a 

circular economy in the future" (Ellen MacArthur Foundation, 2015).  

The circular economy model that also takes social aspects into account can benefit from certain 

advantages such as: "...taking a holistic view by creating environmental quality, social equity and 

economic prosperity for current and future generations..." (Kirchherr et al., 2017). Regarding to social 
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Regarding the figure above, the OECD defines corporate social responsibility through guidelines for 

multinational enterprises "as channels of communication and innovation, development and transfer of 

knowledge in the context of investments in sustainable development" (Fiandrino et al., 2019). 

Regarding that, Porter and Kramer (2011) argued that to help companies in this growth, it is necessary 

that CSR can also lead to the benefits of competitive advantage and shared value creation through 

guidelines that help companies to increase practices of social responsibility.  

In this scenario, the authors introduce a framework to show that a firm with social values and aims 

has to be supported by competitive behaviours. 

In a social innovation context, the adoption of circular economy values and processes could lead to 

multiple benefits with an improvement in the economic value chain and in social impacts (Arfaoui et 

al., 2019). 

METHODOLOGY AND RESE ARCH HYPOTHESIS  

The objective of this research is to investigate how social values and related mission, Circular 

Economy processes and CSR adopted by SMEs represent means to reach final social results without to 

neglect competitive behaviours.  

Therefore, the authors try to verify the existence of the following hypothesis:  

Hp1: Are there relations between mission declared and social ends claimed? 

Hp2: Is CSR prevalently considered as a communication tool to better corporate positioning in target 

perception? 

Hp3: Are there relations between CE principles applied, CSR behaviours and social ends reached? 

To reach these scientific aims, the authors carried out a multiple comparative analysis of nine SMEs in 

the food sector that have adopted the CSR model in Italy. They examined both the mission claimed 

and CSR reports to evaluate if SMEs behaviours are based on social values and circular economy 

principles.  

Moreover, they analysed behaviours claimed about governance, workers, community and 

environment to evaluate if the firms co nsidered in mission definition some ends ascribable to Agenda 

2030 goals.  

The document adopts a qualitative methodological approach based on the protocol for the study of a 

descriptive case defined by Yin, 1994, 2009. The documents and information were selected through 

and related links and the documentation published on company websites and the social reports. Other 

information was found analysing their activities on social media, official annual reports and Aida 

Bureau Van Dijk database. The target was selected through company websites research and was taken 

as a reference for research in the "food" industry. 
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Hp3: Are there relations between CE principles applied, CSR behaviours and social ends reached? 

Moreover, from a circular economy point of v iew, there is a trend to practices of recycling of water 

resources used, to techniques of waste reduction and to measures adoption for reduction of energy 

and plastic used for packaging during the production process. This trend is communicated in CSR 

reports but is not considered in social impact terms. 

CONCLUSIONS, LIMITAT IONS AND FUTURE IMPL ICATIONS  

The present paper wants to represent an advancement of the scientific trend on company social 

sustainability and its social roles. Particularly, the paper overcomes Elkington triple -bottom-line 

model, highlighting that sustainability and responsibility concepts are not sufficient goals to company 

survival if they are aimed only at the business ends. Therefore, the authors argue that company 

survival could be  lasting if it will be based on its economic aims to reach final social objects. 

The comparative analysis presented shows that although they have a predisposition at the level of 

corporate policy to pay attention to sustainability and to the practices of a ttitudes of programs to 

reduce pollution, waste and water resources used, the companies do not fully show social and values 

commitment.  

Therefore, the research insights highlight a prevalent focus on consumer satisfaction, that we could 

consider as a mere means to reach a better market positioning, and a lacking attention to social ends 

both in mission claims and in final aims.  

Moreover, the paper tries to give a contribution to scientific and practitioner fields showing that 

companies, both profit and no -profit, are increasingly community members and social actors setting 

forth this role, reaching the social legitimation, claiming and planning their social ends -commitment.  

The present work contributes directly to the body of knowledge on social innovation c ompared with 

CSR and circular economy, as possible enabling factors for the development of Agenda 2030 17 goals.  

Policy makers and managers in CE development policies and CSR models should transform CE 

principles in corporate culture values.  

This effort should give contribution to create corporates with CE values and, increasingly, social actor 

committed in Agenda 2030 goals achievement.  

The limitations are mainly related to the limited target and sector, for this reason the authors consider 

the proposed study as a first step to define a comprehensive model. 

The future research steps could concern the qualitative analysis to verify the firm social value level in 

the mission implemented in daily behaviors. Moreover, it could be useful to carry out a SROI (s ocial 

return on investment) analysis evaluating firm social impacts and noticing future scientific interests.  
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THE INTERRELATION BE TWEEN HOUSEHOLD INCO ME AND 

EXPENDITURE IN THE C ONTEXT OF ACHIEVING SUSTAINABLE 

DEVELOPMENT GOALS: F EATURES OF UKRAINE  

Berezina, Olena 1; Honcharenko, Iryna 1; Petkova, Lesia2; Berezhna, Lesya1 

1Finance Deptartment, Cherkasy State Technological University, Cherkasy, Ukraine  
2International Economics & Business Department, Cherkasy State Technological University, Cherkasy, 
Ukraine  

ABSTRACT  

The household income and expenditures as an important indicator of the sustainability 

development of any country. The monitoring of the households state allows determining the 

power of the regional development and the success of achieving the sustainable development 

goals at the territory. The purpose of the study is to develop a system of indicators for 

monitoring the state of Ukrainian households, aimed at determining the sustainability level of 

regional development. The main goals of sustainable development, the success of which can be 

studied based on the state monitoring of households, are identified in the paper. The modern 

global trends of the state, size, and finances of households are analyzed. Sustainable 

development objectives and indicators for monitoring the state hous eholds, which are likely to 

be used to establish the success of these tasks at the regional level, were identified. The classical 

econometric methods and models were used in the paper to determine the success of achieving 

the sustainable development goals of household income and expenditure . The theoretical 

significance of the study is that taking into account the results of monitoring household incomes 

and their impact on the sustainability of social development will formulate appropriate 

proposals to reduce the differentiation of household incomes and ensure sustainable 

development. The practical significance of the study is due to the developed correlation models 

of household expenditures, developing practical recommendations for cost management and 

optim ization of the ratio of income and expenditure, both by type and in the regional 

distribution.  

Keywords: sustainable development, household, region, sustainable development goals (SDG), household 

incomes, household expenditures, differentiation of living standards. 
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Figure 4. Ranking of regions of Ukraine on the higher level expenditures integral indicator in 2018 

Source: Data is from calculations by authors based on SSU Statistical collection "Households money 

expenditures by region of Ukr aine in 2018" 

CONCLUSIONS  

The household income is an important socio-economic indicator of the social development of any 

country and its differentiation leads to stratification on a property principle. The study identified the 

level difference of this, whi ch, in general, does not reflect domestic facts of life in comparison with the 

official statistical data.  

Monitoring of the condition of the households allows determining the power of the regional 

development and the success of achieving the sustainable development goals at the territory.  

The developed model of connection of total household expenditures and the higher level expenditures 

in Ukraine proves that with the growth of total expenditures (x) by 1 USD the the igher level 

expenditures (y) increases by 0.27 USD. The relationship is strong enough to indicate that 99.8% of the 

change in the higher level expenditures depends on the change in total expenditure, and 0.2% is the 

effect of other factors that are not investigated in the model. The model is adequate and statistically 

significant.  

Thus, it can be concluded that a household is more satisfied with life and does not feel poor if it can 

spend more money on non-urgent needs, namely on: health care; transport; recreation and culture; 

education; restaurants and hotels; purchase of shares, certificates, currency, deposits in banks. 

The results of the study indicate that 11 regions of Ukraine have generalized indicators of secondary 

costs above the national average, and 14 regions are below it. The cost of healthcare, recreation, 

education, transportation, deposits in banks are mainly affordable by the households of Kyiv, Chernivtsi 

and Zaporizhia regions with values �+�Á�Å�¾�Ô 1.845; 1.633 and 1.466, respectively. The residents of Donetsk, 
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the inclusion of the role of networks whether Leadbeater (1997) claims that networks represent one of 

the main assets of social organizations. 

In general, social businesses are founded as a result of motivated entrepreneurs that are capable of 

attracting external r esources to explore opportunities that try to attenuate social problems. From 

inception, the set of personal networks of the founder and the social capital that are buil t around the 

social organization are crucial assets for the social organization struggling to create social value 

(Bernardino, Freitas Santos and Cadima Ribeiro, 2019). Personal networks and social capital allow 

social entrepreneurs to enlarge their activities, save time and gain access to resources and opportunities 

otherwise unavailable. Social networks stimulate the attraction of resources by capturing financial 

resources, seizing human resources, creating awareness for the social project, and generating 

organizational knowledge (Bernardino and Freitas Santos, 2019). Social capital provides access to new 

information, additional resources and knowledge -management capabilities (Hoffman, Hoelscher and 

Sherif, 2005), and their existence is rooted in the relationships established with other actors (e.g. 

entrepreneurs, firms) or institutions (e.g . public or private organizations) (Estrin et al., 2013). 

However, empirical research on the role of networks and social capital on the mobilization of resources 

is still somewhat limited (Turkina, 2018; Bernardino and Freitas Santos, 2019). Therefore, the purpose of 

this paper is to study the role of social entrepreneur's network and social capital on the process of 

resource acquisition for the functioning and development of social organizations.  

The paper proceeds as follows. The first three sections review the prior literature on the social 

entrepreneur 's network and social capital, as well as the benefits for social entrepreneurship. The 

following section describes the methodology for the development of the empirical work. Then, the 

results are presented and discussed. The final section concludes. 

1. PERSONAL NETWORKS  

The concept of networks was derived from social psychology, sociology and inter -organizational 

theory (Tichy, Tushman and Fombrun, 1979; Granovetter, 1983; 1985) to analyze the nature of exchange 

that occurs between individuals and the influence of networks on the management of organizations 

(Dodd, Jack and Anderson, 2006). 

Over the past years, the concept has been progressively applied to entrepreneurship (Slotte-Kock and 

Coviello, 2010; Dodd et al., 2006, among others) and more recently to social entrepreneurship (e.g. 

Leadbeater, 1997; Bauer et al., 2012; Bernardino, Freitas Santos and Fagundes, 2017).  

According to current positions in the literature, economic behaviour is embedded in a  network of 

relationships that connects individuals and firms in a continuous and cumulative process that is 

developed over time (Slotte-Kock and Coviello, 2010; Granovetter, 1985; Jiang et al., 2018).  Thus, to 
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Training Programs where SMEs should be informed about the process and methods of how to 

approach it. Making available market development assistance schemes where SMEs can easily 

create a market for their goods and services can be made easily available.  

Keywords: International Business, SME, Export, Strategic Planning, Government Support, Internal 

Efficiency, Market Competitiveness 

1. INTRODUCTION  

The SME sector is a significant contributor to the economic and social growth of the country. 

According to the CII SME sector contributes 40%s of overall exports from India. SME is termed as the 

driver of growth and exports, and thus there is the utmost importance to promote manufacturing 

exports which have a high potential for employment generation and revenue growth.  

Internationalization is defined as the extent to which a firm is involved in different aspects of 

international business. It comprises exporting, foreign subsidiaries, the appointment  of foreigners in 

the organizational hierarchy, and share ownership by foreigners.  (Chelliah, et al, 2010).  

Codotto (2008) has suggested four modes of internationalization: production investment, contractual 

agreements, exports, and strategic alliance. Kogut and Chang although regard export as the first step 

of entering the international market as it comes out as a safe strategy because of a lack of resources 

and finances. 

Through this research, various challenges faced by SMEs have been identified. In the whole 

ecosystem, there are numerous stakeholders such as SMEs and their internal organizational 

capabilities, government, policy makers, trade associations, etc. The importance of each stakeholder, 

challenges associated with their current working, and po ssible solutions were identified through this 

research. 

Indian SMEs still struggle to mark their presence in the International markets. For excelling at 

International Business there are three important factors: (i) Support from government, (ii) Intrinsic 

qualities of the organization, and (iii) Demand of the product or the service in the International 

Markets. 

The authors have divided the proposed recommendations that came out through the research into 

three categories for a clear division of roles and responsibilities. More awareness needs to be created 

regarding the government schemes and initiatives and the process needs to be simplified and hassle 

free so as to provide higher benefits to the SMEs. SMEs need to focus more on their internal 

organizational capabilities by following best practices suitable for the industry at the international 

level, increasing the strengths and role of trade associations, etc. 
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Primary research was done through qualitative techniques by interviewing top management and the 

decision makers of the SME companies. Interviews were conducted for more than 25 industries 

belonging to different sectors. These interviews were designed to gain insight into the organization 

and internal qualities, awareness about government schemes, and major challenges faced by them. 

To get a broader understanding of the challenges, feasible solutions, and best practices followed by 

other countries, academicians and industry experts were also interviewed.  

5. THEORETICAL BACKGROU ND  

Bishnoi V (2015) in his study lists four major categories of challenges faced by SMEs: (i) Strategic 

Resource Deficiency, (ii) Operational Deficiency, (iii) Information Related Issues, and (iv) Process 

Based Restriction.   

 

For the flourishing of international business in any country, three major contributing factors are 

support from the government, internal e fficiencies of the organization, and market competitiveness.  

Strategic 
Resource 
Deficiency 

Operational 
Deficiency 

Information 
Related 
Issues 

Process 
Based 

Restriction 



13th Annual Conference of the EuroMed Academy of Busi ness                                                      200 
 

Business Theory and Practice                                        ISSN: 2547-8516 
Across Industries and Markets                                                                                     ISBN: 978-9963-711-89-5 

 

Figure 11: Authors' Interpretation, Factors for effective International Business  

6. ANALYSIS  

6.1Discussions 

Discussion 1: Awareness about the government schemes is low  thus affecting the reach of these 

schemes 

When the interviewees were asked to give a number of the schemes they have even heard of even in 

case they have not used it, most of the companies could identify five or fewer schemes from the list. 

Some companies highlighted that there is no proper communication channel from the government 

bodies to educate businesses about these schemes.  

A company highlighted that a lot of hassle is associated while making use of any scheme because of 

the lack of a platform for understanding the process of implementation. Even the departments are 

confused regarding the implementation and nitty gritty of the procedures which leads to the amount 

of getting stuck.  

Discussion 2: Government Schemes need restructuring and should be mor e aligned to the need of 

the industries  

Flaws and implementation issues were brought out in different schemes. For instance, the RoDTEP 

scheme suggests that if the raw material is purchased for manufacturing goods only for export 

purposes and not for domestic consumption then the manufacturer ca n avail claim on the diesel bill of 
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the transportation of raw material. But the challenge is identifying that the material was procured for 

manufacturing export goods only.  

Similarly, an issue with the Duty Drawback scheme was drawn out that over a period  of time 

drawback rates have come down significantly. For a small and medium exporter, the final value that 

comes after exporting is so low that the cost of getting drawback is more than the drawback itself so 

people let it go. There is so much of hassle, you have to change banking norms and arrangements and 

documentation that it is totally not worth it.  

Discussion 3: Trade Association need to be fostered and they need to act as a channel for the 

representation of SMEs  

Companies had suggestions regarding the change of processes and development of markets. The 

responsibility lies with them of acting as a channel and representing the issues and suggestions of the 

association to the government.  

The discussion highlighted that CII and AIAI are extremely active and such associations need the 

support of companies and government both to act as a bridge between the two. 

Discussion 4: Most important factors to be worked upon internally by the companies are Cost 

Reduction, Quality Improvement, and Development of Human  Resources 

Companies, Industry Experts, and Academicians suggested that the top three qualities that an 

organization needs to work upon are Cost Reduction, Quality Improvement, and Development of 

Human Resources. 

Cost reduction and quality improvement are of high importance as India is competing in a global 

market. Where the USA and European countries hold a position for high quality, China has cost 

differentiating factors associated with its industries. The expectation is India should provide high 

quality goods at a reasonable price. 

Human resource development is of critical importance, there is a lack of resources who understand 

international business and can help the organization grow its competencies as per the need of the 

international markets.  
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Figure  12: Authors' Interpretation, Challenges to effective International Business  

6.2 Internal Efficiencies Of The Organization  

i. Lack of Trained Staff: Most of the SMEs lack trained staff who can bring in competency in the firm 

required for competing at the global level. Companies have to invest a large amount in training them 

to enhance their skill set as per the requirement. 

ii.  Cost Reduction Strategies: Lack of technology, cost of procuring raw material, costs associated with 

exports is a strong challenge to cost reduction strategies used by the enterprises. While competing in 

the International markets Chinese goods pose a tough competition to Indian goods in terms of pricing.  

iii.  Quality Maintenance: Intensive manufacturing countries make use of high end technology and 

deliver products of high quality. Indian enterprises feel constant pressure to comply with the 

international standards for successfully running the business in developed countries. It is a huge 

challenge for SMEs to keep themselves updated with constantly changing requirements.  

iv.  Development of Competencies: Most businesses find it challenging to identify key competencies 

and align them with the development of business goals. Competency development needs prom pt 

elimination of the inefficient processes and quick adaption to the market condition, thus making it a 

challenging on-going process for the enterprises.  
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6.3 SUPPORT FROM THE GOVERNMENT  

i. Issues with the interpretation and implementation of the schemes:  There is very limited awareness 

about the government schemes designed to help SMEs boost exports. Enterprises find these schemes 

time taking and document intensive. There are also major issues with the implementation of these 

schemes affecting the overall impact.  

ii.  Lack of Information: SMEs find a lack of a suitable platform for assimilating information about 

various procedures, documentation, specifications, rules, regulations, and standards. 

iii.  Lack of Specialized Industries: China has set an example by strategic development of its handful 

SEZs. India is to unable to recreate the same magic even after having 28 SEZs and more approved by 

the commerce ministry.  

iv.  Cost Disadvantage Due to Duties and Levies: Industries such as cotton face the issue of cost 

disadvantage due to duties on import of raw material. A study by CITI (Confederation of Indian 

Textile Industry) reveals that the export of yarn from India has declined over the years because of 

uncompetitive cost, and other countries such as Vietnam, Bangladesh, and Pakistan are posing stiff 

competition.  

6.4 Market Competitiveness  

i. Lack of Competitiveness: Industry experts and SMEs highlighted that India lacks behind in R&D 

and innovation and is often adopter rather than the innovator. This takes a dvantage of entering in the 

Blue Ocean and generating higher revenue by eliminating first mover advantage. Lack of facilities and 

investment is the pressing concern leading to a lack of competitiveness. 

ii.  Knowledge about Product/Service in Demand: Medium  industries fare well at this issue, but small 

enterprises find it a challenge to know about the product/service in demand and thus are unable to 

customize their offerings according to the demand.  

iii.  Accessing Distribution Channel: Choosing the correct distribution channel comprises of modes of 

reaching the target audience through different marketing factors. It is vital to any organization 

because it increases sales volume by providing customer satisfaction with the best quality on time. 

MSMEs have hurdles identifying such channels thus impacting their profitability and growth.  

iv.  Technology: The major issues that make technology and its usage a challenge for SME are: cost, 

lack of skilled manpower, low awareness of the benefits of technology, security  & privacy, and poor 

infrastructure (Punnet and Davinder, 2014)  

v. Documentation: Documentation is a tedious task that requires trained staff, also it varies from 

country to country. SMEs agree that documentation is extremely vital for securing the risk an d having 

efficient paperwork but they also admit that they struggle to find human resources who are trained to 

understand and manage it.  
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7. FINDINGS AND FUTURE SCOPE 

7.1 Findings 

 

Figure 13: Authors' Interpretation, Key to the Challenges identified  

 

A. Enhancing the internal efficiencies of the enterprise  

The responsibility of increasing internal efficiency lies in the enterprise itself to be strategically ahead 

of the competition.  

For the development of human resources, two major factors are attracting talent and providing 

training. For attracting talent SMEs need to provide motivation and growth environment along with 

compensation and incentives according to the industry standards. Industry experts should be 

included in the de cision making team so as to get exposure to industry best practices. 

Training can be provided in collaboration with other SMEs from the same industry so as to enhance 

the learning and flexibility of different processes.  
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The enterprises need to adapt to the latest technology and keep themselves abreast of rapidly 

changing scenarios to stay competitive. Technology is the biggest enabler in implementing cost 

reduction and quality management strategies.  

Categorization of value (core), leadership, and functional  competencies need to be done and an action 

plan should be drafted for their development. Core competency is based on the quality, customer 

satisfaction, and innovativeness of the firm. The need for leadership competency comprises of 

decision making and pr oblem solving capabilities. The technical and specialized skills account for 

functional competency.  

These competencies should be evaluated individually and worked upon accordingly.  

B. Increasing the support from the government  

The government has a key role in boosting exports from the MSME sector. The Indian government is 

constantly upgrading and enhancing its policies to strengthen the sector.  

The need of the hour is increasing awareness about schemes & initiatives, and efficient feedback from 

the enterprises to bring in the flexibility in the policies.  

Industry and Trade Associations such as CII, AIAI, FICCI, NASSCOM, etc. should be strengthened to 

act as a bridge between government and enterprises. They can be an efficient channel for 

representation and communication and can give effective inputs for the drafting of policies.  

Many SMEs refrain from making use of government schemes because of cumbersome procedures and 

documentation. The assistance should be provided for the use of schemes and they should be 

upgraded to increase the outcome and reduce the bottlenecks. 

In trade fair, country pavilion does not attract much audience. They should be marketed well for 

crowd pulling. Also, industry specific trade exhibitions should be organized so as to cater to the 

correct audience. 

Lack of credit is a major problem highlighted by SMEs during the research. Policies should be 

implemented to ensure the availability of credit for exports.  

To increase the competency of Indian firms at a global level, technology aid should be provided. 

Subsidizing the purchase of machinery, I.T Development assistance is required. 

C. Sustaining in competitive markets  

Innovation and Research & Development are expensive and require specialized technology, skills, and 

human resources thus making it an expensive affair. To excel at this and compete the stiff competition 

posed by Chinese industries and other Developed countries, collaborative effort is required.  

Enterprises should pool their resources for sharing the cost of innovation and reaping maximum 

benefits. 
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Then, the software was used to execute Frequencies and Descriptive Statistics, as well as Simple and 

Multiple Linear Regression Analysis. To test the six hypotheses of the model, this is, considering the 

different independent variables, Multiple Linear Reg ression was conducted. As observed in Table 2, 

all hypotheses of the theoretical framework were supported, being possible to highlight the 

independent variable with higher effect in the dependent variable for each hypothesis.  

 

Table 6 �± Hypotheses Testing 

For the last four hypotheses, regarding the constructs as a whole, both Simple and Multiple Linear 

Regression were used to take conclusions (see Figure 1). 

Figure 14 - Theoretical Framework with Beta values 

 

CONCLUSIONS  

From the results there is evidence that Design is the variable from Museum Atmospheric Cues that 

more highly affects the perception of Museum Coolness. Regarding the feeling of Authentic Pride, this 

Hypotheses Strongest X Variable Beta P Values

H1: Museum Atmospheric Cues > Museum Coolness Design 0.434 0.000

H2: Museum Atmospheric Cues > Authentic Pride Learning 0.330 0.000

H3: Museum Coolness > Intention to Recommend 0.327 0.000

H4: Museum Coolness > Intention to Revisit 0.346 0.000

H5: Authentic Pride > Intention to Recommend 0.320 0.000

H6: Authentic Pride > Intention to Revisit 0.460 0.000
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Figure 1.  Timeline for select technological advances and health care delivery progression 
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AIM  

The concept of the Knowledge Triangle has been applied in practice. However, there is scant evidence 

on the different forms Knowledge Triangle may actually display . Hence, the objective of this work is to 

fill the above literature gap and explore how this model works in practice . 

This paper intends to achieve multiple aims : 

First, it analyzes the KT and the ways in which its principles are applied in real -life.  

Second, it investigates aspects such as what the KT means in university practice, so it will be examined 

strategies of EIT Health for implemented the KT model and the universities role.  

The analysis of EIT Health improves our understanding of the different w ays to implement KT in 

practice, by developing joint education and research program and projects. 

METHODOLOGY  

The research methodology applied in this study is case study approach. The phenomenon under 

investigation is the relationship between KT and forms  of collaboration. The research setting is the EIT 

Health network, which represents a suitable research context.  

Case study is an umbrella term that encompasses different data gathering and analyzing techniques. 

For the purpose of the current study, prima ry and secondary data were collected. The access of 

research setting is characterized by the involvement and the participation into EIT Health activities. 

Such an involvement offers a unique opportunity to get acquainted with the setting under 

investigatio n. Participation observation allows to establish relationships of social interactions with 

different actors and to get knowledge from the inside of the phenomenon.  

Specifically, the author acted as researcher-observer during the implementation of education al 

programs. This dual role enabled the collection of ethnographic field notes as well as semi-structured 

individual interviews (Cohen and Crabtree, 2008) with different stakeholders selected European 

universities where there are on-going EIT Health progra ms. Secondary data refer to 

government  publications, annual reports, official website, newsletter, etc. Taken together, primary and 

secondary data enable the analysis of implementation patterns of the KT in the universities involved. 

By doing so, the study also disentangles the drivers and barriers in implementing a KT.  

This study also provides a comparative case analysis of the relevant elements in the relationship 

between KT and forms of collaboration. The case also provides insights into drivers and barriers in 

implementing a KT model.  
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the KT within the universities. In the education programs the interdisciplinary approaches are 

mainstreamed, cooperation with research institutions and business are facilitated by EIT Health 

community. In the EIT model all the activities tha t are carried out involve all the dimensions of the KT, 

with universities playing an important role. The several activities promote involved partnership with 

research and business. 

 The EIT Health framework is used by universities as an external driver for  institutional modernization. 

The policy experimentation space provided by EIT Health has acted as an internal transformation 

driver. The different activities promote is adapt to local cultural and regulatory contexts.  

Results show that for the purposes a practical approach of KT are essential, for creating an innovation 

ecosystems: foster a shared vision, create a favorable atmosphere for idea generation, encourage a 

entrepreneurship, collaborative learning and knowledge co -creation, culture of change management 

and orchestration, motivating users as innovators, commitment on long -term change, accepting a 

radical innovation, piloting and rapid prototyping, and optimized full -use of digitalization as an all -

permeating resource.  

RESEARCH LIMITATIONS  AND IMPL ICATIONS  

This research has some inevitable limitations which could generate avenues for future research. The 

primary limitation of this study is related to the adoption of a qualitative methodology. The case study 

approach has been often criticized for its extreme subjectivity in interpreting collected data and 

evaluating the accuracy of the conclusions and lack of generalizability of the results. This study holds 

potential for future research avenues. A first research avenue is to investigate the transferability of this 

model to other geographical contexts. The experience refers to a European network within the 

European Union, which represents a unique institutional context. Whether it is suitable to different 

contexts is still to verify.  

A second line of inquiry is related to the analysis of relationships among partners within KIK, and the 

mechanisms that help to build trust and avoid deception. To this end a processual and ethnographic 

analysis is the most suitable approach to understand how these relationships are created and evolve 

over time. 

MANAGERIAL IMPLICATI ONS 

The KT also offers managerial implications about how to foster an effective relationship among 

education, research and entrepreneurship. The integration of these three elements, no matter what 

starting point, is the key to delivering the added value in terms of fostering innovation. A cooperation 

is key in order to implement relevant governance models that support to develop innovation. The 
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The high coverage of the Recovery Fund confirms some of the requirements of the news of Galtung and 

Ruge (1965): the Covid-19 health emergency and its economic and financial implications affect the 

entire national and global population, which shows a "hunger for news" linked to both the curren t 

situation and future developments, making the Recovery Fund subject suitable to become news. 

A central role in tweet distribution networks is played by general users, including journalists through 

personal accounts and political figures, followed by trad itional media through official social network 

profiles and blogs. 

Considering retweets is important because it is precisely on the basis of these that it is possible to define 

the networks of interactions between all users. 

Tweets and retweets published on the Social Network reach a peak on May 27, 2020 when the measure 

is announced by the European Commission (Figure 1). 

 

 

 Figure 1.  Tweet and retweet distribution with hashtag #recoveryfund published from 27 May 2020 to 

15 June 2020. Source: authors' elaboration 

In the following days the attention on the Social Network remains always high on the theme of the 

Recovery fund, even if wi th an appreciable difference in terms of number of tweets produced.  

In all cases the retweets are even more numerous than the tweets published on the same day. 

This behavior and the link of the theme with the Covid -19 pandemic make the tweets published with 

the hashtag #recoveryfund reflect most of the fundamentals of the "newsworthiness" of the events 

according to Galtung and Ruge. The health emergency of the Coronavirus and the resulting economic 

and financial repercussions affect the entire national and global population, which shows a "hunger for 

news" both for the current situation and for future developments.  

In fact, if we look at the hashtag clouds (figure 2) that most frequently recur in tweets and retweets 

containing the hashtag #recoveryfund, we see that the most recurrent ones concern: 
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- The Covid-19 hashtag or coronavirus; 

- political parties;  

- names of public figures, Italian or foreign politicians and journalists;  

- TV or newspaper headlines; 

- hashtag as #nextgenerationeu or #ESM; 

- #European Commission, #European Union, or names of member states or former members of 

the European Union; 

- #taskforce. 

 

Figure 2. Network of recurring hashtags in tweets on #recoveryfund.  

Source:authors' processing of Twitter data. 

THE RESULTS OF THE A NALYSIS  

The results of Social Network Analysis 

Based on the analysis carried out, Figure 3 shows the interaction network between users trained on the 

retweets produced on tweets containing the hashtag #recoveryfund examined. 
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Development and volume of cases in Korea (Korea CDC, 2020) has a significant time delay with 

China (JHWSE, 2020) but we identify similarities on the curve (refer to figure 3).  

As Covid -19 started to spread globally from China to the rest of the world, in APAC region, North 

America and Europe, the human suffering is not only related with health. In  fact, the virus may be as 

contagious economically as it is medically. The global media are continuously reporting the situation 

on national or regional level. Such information channels include reliable networks from Europe (BBC 

News, Euronews, and France24, 2020) and specialized international organizations (WHO, 2020). As the 

medical data changes hourly the list of the ten largest economies is almost identical, with the ten 

nations hit hardest by COVID -19 (Baldwin & Weder, 2020). 

China is by far the hardest hit, but we lately see exponential growth of cases in the G7 economies. 

Discussing just for US, China, Japan, Germany, UK, France and Italy, they account for 60% of world 

supply and demand, 65% of world manufacturing and 41% of world manufacturing export s (OECD, 

2020). Supply chain contagion may also occur as countries like China, Korea, Japan and US are 

considered of fundamental importance of global value chains.  

As travel restrictions are raised in order to minimize the outbreak effects, and also to sup port 

containment, tourism industry is potentially in a direction of a serious hit. Major events are canceled 

globally, and the overall population uncertainty result to a dramatic drop of travel demand and hotel 

occupancies. Estimations under current situation result to a scenario of a $28bn loss of passenger 

revenues in Asia-Pacific airlines (IATA Economics, 2020). In addition, hotel occupancies are dropping 

from 50-90% depending on the country and on the number of registered infections. Recent reports in 

major tourism markets like US, Europe and China are showing occupancies around 10-20% in all major 

branded properties (STR, 2020). Besides, the cruise industry faces also tough time as extensive infection 

incidents among passengers occurred and this results to tremendous drop of demand for cruise trips 

(CLIA, 2020). 
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whose functioning and most of all  purposes show completely different features as concerns 

capitalization, even when regarding intangible assets. 

In truth, some typologies of these operators seem to be characterized by enormous potential when 

considered as critical value drivers. In this respect, peculiar attention should be paid to Intellectual 

Capital (IC), and maybe particularly in its potential component of Social Capital (SC) (Bueno et al., 

2004); in fact, relevant research has identified IC and SC as key success factors to be used in the 

strategic and operational plans for the value creation of any socio-economic organization (Augier and 

Teece, 2005; Marr, 2005; Porter and Kramer, 2011). 

Nonetheless, in the specific context of NPOs, some reticence to adequately consider the value of 

intangibles continues to persist: most probably, the absence of a strong profit orientation for NPOs 

may lead to an ambiguous assessment of their performance (Civitillo, 2016; Civitillo et al., 2018). In 

fact, NPOs are mainly governed on the basis of socio-economic interests and values that are vast, 

heterogeneous, and complex to express (Speckbacher, 2003): consequently, these organizations appear 

to be ideally constructed only on their mission and their related value system (Porter and Kramer, 

1999), but this essence would not mean that intangibles assets cannot have specific relevance also in 

this specific field.  

In this respect, this paper has been engineered as follows. With the objective of delineating a general 

scenario about the progress of the research on IC and SC particularly for NPOs (thus providing the 

investigation with an explorative engagement), after a narrative literature review a systematic 

literature review (SLR) has been conducted on the theme, arriving at highlighting results both from a 

quantitative and qualitative point of view; subsequently, results discussion, scientific and managerial 

implicati ons, and research limitations and future directions have been developed. 

2. LITERATURE REVIEW AB OUT IC IN NPOS.  

Economic organizations put in place a production process in which numerous (from a quantitative 

point of view) and different (from a qualitative  point of view) resources, as inputs, are continuously 

worked for the generation of other resources as outputs, according to the well -known input -output 

model (Smyczek et al., 2020). In the past the more consistent contribution to value creation seemed to 

derive most of all from tangible assets, while today intangible assets, and above all IC, are believed to 

be most likely the main creators of value (Augier and Teece, 2005). 

One of the main problems related to IC concerns its internal composition, which in  truth depends on 

the different perspective or discipline that is involved in the discussion, and its consequent disclosure 

(Castelo Branco et al., 2010; Ousama and Fatima, 2012; Nardo and Vietri, 2014): although traditionally 

distinguished into human, str uctural, and relational capital (Roos et al., 1997; Bontis, 1998; Kong and 
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The above cited words, considering the research context, allow most probably to highlight some 

peculiar aspects of the issues under investigation. In fact, the multidisciplinary nature of the theme, 

the ever more increasing role of KM, the constant interference with the human relation sphere, and the 

fiduciary component are all dimensions with great relevance in this field.  
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With regard to the evolution through the years of the research, the bibliometric analysis (cf. Figure 4) 

has showed that the IC and SC issues in the NPS have known the periods of the greatest scientific 
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definitions, it can be said that Collaborative Consumption is a term derived from the Sharing 

Economy (Hamari, 2016), but less comprehensive, which is based on a Peer-to-peer model where 

they are lent, rented, shared goods or services, including spaces and solutions, operated through 

platforms and mediated by the market, in which there is no definitive transfer of ownership and 

requires monetary compensation.  

Another concept, less covered than the previous two but in equal divergence in terms of definitions, 

is Access-based Consumption. According to Bardhi and Eckhardt (2012), Sharing Economy is a 

broader concept that also includes free exchanges, while Collaborative Consumption and Access-

based Consumption requires monetary compensation and there is no definitive transfer. The 

similarity between Access-based Consumption and Collaborative Consumption is evident, 

however, crossing the various definitions existing in the literature it was possible to arrive at a 

differentiating definition. Therefore, according to Frenken and Schor (2019), Hamari et al. (2016), 

Bardhi and Eckhard (2012), Botsman and Rogers (2010), it is possible to define Access-based 

Consumption as a model mediated by the market, where there is no transfer of ownership, requires 

financial compensation, taking place through platforms, through rental, lending, loan, dues paid to 

clubs and organizations, aiming at sharing spaces, services and products belonging to companies, 

through redistribution markets. During the present research, the term Access -based Consumption 

was often referred to as Access-based Service. Having not identified any diffe rentiation between the 

terms, it can be concluded that they are synonyms since an individual consumes not only products 

but also services. In fact, in this situation individual consumes experiences.   
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scarce resource contexts, recognition of threats and opportunities of new knowledge resulting from 
EO behavior seems to yield a relevant bond between SME ACAP practices and strategic management 
initiatives.  

INTEGRATIVE FRAMEWOR K 

For the purpose of this research, ACAP component elements encompass all aspects related to ACAP 

dynamics in an organization. Integration of these component elements with relevant strategic 

management imperatives for SMEs is the base of our proposed integrative framework to investigate 

results in the field .  

Figure 1 summarizes this literature review, highlighting relevant links of SME strategic management 
elements to absorptive capacity literature. 

 

METHODOLOGICAL PROCE DURES 

ACAPs are complex and dependent upon the context in which they are observed. They are firm 

specific and potential sources of sustainable competitive advantage (Argyres and Zenger, 2012). To 

achieve research objectives, we chose a qualitative, exploratory methodology as an appropriate 

approach when the boundaries between the phenomenon (ACAP) and the context are not well 

defined (Yin, 2003). 

We conducted 2 exploratory studies to evaluate the proposed model. The following criteria 
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they must keep looking for business opportunities and new valuable knowledge, even if they do not 

know exactly what they are searching for.   

Classic strategic planning approaches rarely apply to the reality of company A. There is no 

control of markets or knowledge. An internal dynamic approach to seize such opportunities and 

reconfigure resources to exploit them lies at the core of their strategic management process. According 

to respondent A1, their job is to identify technology trends, assess internal knowledge gaps, acquire 

and assimilate lacking resources and, more importantly, change quickly. In order to operationalize 

this, company A has gatekeepers responsible for screening worldwide markets, looking for new 

valuable knowledge and technology trends. The competences of these professionals are not limited to 

high technical expertise but also include market orientation. Additionally, they are capable of 

matching potential new external knowledge with current organizational knowledge.    

Due to low product innovation in company B, and fierce competition, respondent B2 mentioned 

a daily routine they perform to learn directly from their competitors. Since most broadcasting prod uct 

specifications are well known, competitor websites are an excellent source of information. Although 

such imitation practices reveal their continuous intent to keep updated regarding market demand 

requirements, there are no strong indications of dynamic  capabilities pervading company B. 

Nonetheless, these practices release learning processes that eventually trigger the transformation of 

available resources to help generate innovation.     

Social capital as a knowledge absorption enabler 

According to resp ondent A1, instead of managing projects using traditional supplier -customer 

logic, a project team includes all project stakeholders, from partners to final customers. Serial step-by-

step project management no longer applies to Company A. This means social relationship attributes 

are at the core of proper knowledge transfer practice. There are incentive initiatives for participants to 

talk and interact as a paramount condition for project success.  

Respondent B2 mentioned the relevance of influencers with direct contacts with final 

customers. These professionals are experts in broadcast equipment and solutions for the customer 

they provide with services. The closer and more open the relationship with these influencers is, the 

more opportunities there are to absorb valuable knowledge and the quicker and more effective the 

response of company B to market demands is.  
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ABSTRACT  

In the nowadays global economy, digital transformation is leading companies of all sizes to 

rethink their products, processes, and business models to meet changing society requirements. 

In this regard, research on digital transformation has gained great research interest from both 

scholars and practitioners. 

However, to date, most of the research has been focused on studying such changes within the 

boundaries of large companies or high-tech start-ups. Thus, this paper is motivated by the 

necessity of providing a more profound underst anding of the interplays existing between 

digital transformation processes in the context of small and medium -sized enterprises (SMEs). 

To do so, a two-step structured literature review was conducted with the aim of systematizing 

and synthetizing current r esearch on the topic and provide an avenue to drive future research. 

To do so, articles indexed in the timespan 2010-2019 on Scopus were submitted to bibliometric 

analysis, allowing us to synthesize and systematize current knowledge on the topic. Then, the 

articles published in journals ranked 2 or higher in the AJG2018 were selected for a content 

analysis. Interestingly, three major research streams emerged: (1) innovation, (2) information 

and knowledge management systems, and (3) decision making. Moreover, avenues for 

orienting future research agenda could be identified. These results highlighted the partial 

conceptualization of the phenomenon and were used as useful baseline to provide some 

insights about future research needs. 

Keywords: digitalization, small and medium-sized enterprises, SMEs, structured literature review, 

bibliometric analysis, innovation, information systems, knowledge management, decision making 

INTRODUCTION  

Digital transformation is nowadays influencing every type of business. Techno logies such as internet of 

things (IoT), blockchain, and artificial intelligence (AI) are radically changing the rules of the game by 

requiring firms to face great challenges but also great opportunities (Bresciani et al., 2018; De Bernardi et 

al., 2019; Ferraris et al., 2019; Scuotto et al., 2016; Serravalle et al., 2019). At first, the digital revolution 
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Considering the cit ation trend of different countries (Figure 4), it could be easily noticed that countries 

rank very differently compared to productivity. So, the UK goes up from second place to first place, 

distancing other countries, while India goes down to sixth place. In this regard, together with China 

and the USA, European countries show a higher impact than emerging countries. 

 

Figure 4. Number of citations per country. 

Journals 

Regarding the journals, the top 10 in terms of the number of published articles are presented in Table 1. 

Journals that publish about internationalization are the most productive in terms of digital 

transformation and SMEs, ranking among the top three journals. Interestingly, other journals among 

the most productive on the topic are focused journals, publishing about innovation, information 

management, decision making and decision systems. However, it is worth highlighting that only 37 

journals out of 118 have published more than one article related to the theme. The rest of the journals 

published only one article, which in some cases was highly cited (e.g., Journal of Industrial Engineering 

and Management with 96 citations, Electronic Markets with 64 citations, Information Systems Research 

with 47 citations). This can be easily noticed from Table 2, in which the top 10 journals in terms of the 

number of citations are presented. These results are also useful to determine the most relevant authors 

and papers and confirm the lack of maturity and high fragmentation of this research field, as we ll as 

the need for systematization works.  
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- How can the digital transformation contribute to the development of sustainable business models 

in SMEs? 

- How do SMEs align their business model with technological advancements? 

- Are SMEs able to take advantage from collaborative forms of innovation as well as large 

companies? 

This work also highlights how important it is that SMEs be able to develop ISs and KMSs to process 

ever-increasing amounts of unstructured data. As argued by Ferraris et al., (2019), for instance, KMSs 

can be seen as a moderator between big data analytics capabilities and organizational performance. 

More effective management of information and related knowledge also have an impact on 

organizational decision -making processes, especially when dealing with collaborative networks 

(Renna, 2013; Scuotto et al., 2017a; Forliano et al., 2020) or sustainability driven shifts (Papadopoulos et 

al., 2014; Renatus and Geldermann, 2016; Franceschelli et al., 2018). Future avenues of research in the 

domain of ISs and KMSs are: 

- How do SMEs integrate digital -based ISs and KMSs in their organizations after having traditionally 

relied on informal ways of processing and transferring information across the organization?  

- Are complex ISs and KMSs always the right solution in SMEs? 

- How are decision making processes affected by the introduction of formal and digital -based ISs 

and KMSs in SMEs? 

The studies from our sample have highlighted how digitalization in SMEs can have a positive impact 

on various outcomes. However, undertaking digital transformation also requires certain resources, 

structures, and skills that SMEs do not always possess. Despite this awareness, few studies have 

developed in-depth analyses starting from these reflections. Based on these insights, we have 

developed some further future possible research questions: 

- Which resource configurations SMEs need for effectively creating and capturing value from their 

technological development? 

- What capabilities do SMEs need to develop to deal with digi tal transformation?  

- What are the human skills required to cope effectively with technological development in SMEs?  

- Finally, there is still paucity of studies addressing sustainability -related practices, especially 

regarding social sustainability, as well as the relationship existing between firm economical and 

non-economical performances and greenwashing practices (Bartolacci et al., 2020). This leaves an 

opportunity to explore these issues from other management disciplines such as strategic, 

organizati onal, human resource perspectives. 

Limitations and further developments 
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ABSTRACT  

In the information technology revolution there are several issues that concern Accountants 

and Tax Professionals. One of them is the application of electronic bookkeeping, which refers 

to a new dynamic application, which is expected to modernize the traditional format of 

accounting. The following paper deals with the issue of electronic bookkeeping and its effects 

in facilitation and sustainability of the accounting  profession. The survey was conducted all 

over Greece by random sampling of 280 accountants. A multinational and multicultural 

environment is a challenge and requires proper management of international issues, including 

technological demands. The objective of this research is to examine the level of professional 

promptitude and technology awareness of Greek professional accountants. Furthermore the 

paper is concerned with the ability of using accounting information systems, but also the fears 

and issues digital -bookkeeping manifests on accounting professionals.   

Keywords: accounting information systems, accounting, digital accounting, cloud accounting, digital 

economy 

1. INTRODUCTION  

In the information technology revolution there are several issues that concern Accountants 

and Tax Professionals. One of them is the application of electronic bookkeeping, which refers to a new 

dynamic application, which is expected to modernize the traditional format of accounting.  

It is a fact that in the coming years with the development of technology and the 

modernization of the accounting profession it will be necessary for all Accountants to be well versed 

not only in the accounting software they use for their daily operations but also in various electronic 

applications that will improve communication and data exchange. The qualification and training of 
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Accounting Assistant level, are likely to be eliminated as it appears that a number of accounting tasks, 

such as data entry, will now be carried out by automated systems and applications. 

Each system however is not meant to operate completely autonomously, so users should have 

the basic knowledge to intervene if needed. Frequent intervention in the systems will, however, be 

difficult and will require many jobs, especially at the level of assistant accountant, at risk of being 

eliminated in the coming years (Muldowney, 2018).  

Legislative books should be kept in accordance with the Accounting Standards of the country 

in which they are opened. However, the electroni c application must be harmonized with tax 

legislation and accounting standards. This way simplification will mainly control the tax, statistical 

and financial framework but not the accuracy of accounting standards and records (Koulogiannis, 

2018). 

On the other hand, digital accounting through an online book keeping application will be a 

great innovation. There is always the risk that handwritten files can be destroyed, lost, stolen, and 

definitely their archiving is something that requires more time and cos t. 

New information systems are expected to operate online by storing records in local or cloud 

databases, where accounting records will be readable, secure, properly classified, and easily 

searchable otherwise there will be difficulty in operating this sys tem. As a result, each record will be 

able to be linked to the bank account entry and registration software so that electronic transactions are 

automatically recorded in the record books.  

Also, in previous years and even today, manuscript invoices tend to be issued but tend to be 

slowly replaced by the new e-invoicing expected to be introduced. Plus, this will be your preferred 

method of pricing through a single platform or accounting software (1800Accountant, 2018).  

Another advantage is the fact that electronic books can be accessed remotely. In such 

accounting applications, the books may even be automatically updated. The concept of digital 

accounting will be easily accessible to users with a reduced risk of error in primary data 

(1800Accountant, 2018). This way the necessary information is easily shared between businesses, 

clients and colleagues. In addition, filing data such as documents is a time consuming process that 

commits resources to each business (Gordon, 2018). 

According to various studies, it ha s been found that the positive features of using cloud 

accounting can be distinguished from those related to the impact on the turnover of a business and on 

its expenditure circuit. For example saving paper for printing and archiving documents (Radu, 2008)  

and direct access to primary data once it has been registered (Rao et al, 2017). 
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Cloud accounting information systems give the prospect of a flexible and competitive service 

among their users. This perspective is undoubtedly due to the widespread adoption of high -speed 

Internet connectivity worldwide (Praxity - Global alliance of independant firms, 2014). 

3.3 Transaction  Supervision  Capacity   

Technology has already transformed entrepreneurship, there is an increase in online 

shopping, e-commerce and all kinds of information that is now being digitally distributed among 

consumers, businesses and banks. According to surveys, 83% of Accountants think they need to be 

proficient in technology as well as accounting, while 48% of business executives worry about being 

left behind, a double that of last year. Even the UK tax and customs information system has been 

upgraded to a new system whereby all business transactions will be automatically registered in an 

onli ne tax account and along the way these accounts will be submitted quarterly for tax 

clearance(Anderson, 2017). 

In its operation, England's HMRC information system was capable of supervising and cross -

checking transactions with tax data, thereby eliminating  the tax gap arising from manual cross-

checking of incorrect or unregistered transactions. However, the initial accountability of accountants 

in the transition to the electronic system appeared to be negative as it replaced much of the way the 

procedures were conducted (Stuart, 2017). 

Electronic bookkeeping as a development of digital accounting is gaining ground, but it is not yet 

fully implemented. Over 3 out of 4 accountants working in companies quite often use simple 

spreadsheets, with almost 18% keeping handwritten records. 94% of businesses, however, want their 

Accountants to use state-of-the-art tools. Consequently, professional Accountants now rather than 

spend unnecessarily on records to conduct quality audits once the human error factor is eliminat ed in 

the primary data (Anderson, 2017). 

3.4 Automated  Accounting  Degradation   

Technological changes can create business opportunities for the accounting industry in the 

country, as many businesses that send reports once a year to authorities find it difficult to send 

quarterly and outsource bookkeeping. But there is also the opposite view that pressure on 

Accountants by multiple deadlines and reports will be more intense throughout the year. In any case, 

however, it should be clarified exactly how the fili ng and clearing system will work if new and 

specialized software is required by the Accountants which will increase their operating costs and if 

they really need new software to know it as early as possible. to prepare properly (Stuart, 2017). Some 

attribu tes such as confidentiality, honesty, interpersonal relationships, critical ability, reasoning and 
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creativity are strong links between Accountants and clients and therefore cannot be replaced by any 

information systems at present (Anderson, 2017). 

An infor mation system that will operate remotely from anywhere, securely and be updated in 

real time will give another dimension to the communication between Accountants and their clients. If 

all the data is more directly recorded in the information system, then t he Accountant will also be able 

to provide more direct tax advice so that customer relationships can be strengthened 

(openaccessgovernment.org, 2018). 

Several Assistant Accountant positions are expected to disappear. On the contrary, there will still be a 

need for professional judgment and specialized accounting knowledge to interpret the results of 

automated processes. The problem, however, is how to develop the advanced judgment and 

specialization of Accountants if in the future several positions at the p rimary level are missing. 

Judgment and specialization are skills acquired through years of experience at a prime level 

(Muldowney, 2018). 

 Computerization in recent years has largely replaced routine tasks based on clear rules and 

programming languages. Ho wever, in the digital age of the evolution of big data processing 

algorithms, many tasks that are not routine but require thinking and judgment to be automated due to 

the evolution of robotic and artificial intelligence are observed. Consequently, in the c oming decades 

accounting professions with increased critical thinking requirements will face the risk of being 

eliminated. In the USA. About 47% of the occupations currently available are in danger of being 

eliminated due to galloping technology and automa tion. It has been found that basic accounting 

processes (payroll, book keeping, auditing, taxation) are very close to the possibility of full automation 

(Frey and Osborne, 2013). 

4. METHODOLOGY  

During this study we adopted the mixed method approach, which includes both qualitative 

and quantitative methods. The theoretical model incorporates factors based on information from 

relevant literature and articles as well as from interviews with accounting experts. The theoretical 

areas that have emerged from the literature relate to 1) technological training and familiarity with 

accounting applications, 2) the disadvantages and risks inherent in the accounting profession from 

new applications such as electronic bookkeeping, 3) active forces and perspective opportunities 

created for the accounting profession by the application of electronic bookkeeping.  

The above theoretical fields in combination with the interviews and the literature review 

highlighted the basics of the questionnaire. The interviews took 3 weeks to complete. Thematic 

analysis was used to analyze the information obtained from the interviews. The experts' 
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Uncertainties about performance management in Japan 

Much of what is known about the changes in HRM and performance management comes from studies 

focusing upon systems and policies (Nakamura, 2006; Morishima, 2008), so relatively little is known 

about how employees are experiencing enacted practices so in our study we took an exploratory 

approach to the experiences of employees.  

Research objective 1: To determine the current state of performance management in Japan, particularly as 

experienced by employees. 

METHOD AND SAMPLE  

To explore the situation in performance management we adopted a grounded theory approach by 

conducting and analyzing a large number of interviews.  

Prior research into the evolution of Japanese HRM has focused upon formal changes in policy as 

reported by HR executives (e.g., Morishima, 2008; Sano, 1993), rather than examining the experiences of 

managers and employees. Thus, this study interviewed 89 cases from multiple organizational levels: 

HR executives and managers, mid-level and line managers, and entry level professionals. We drew 

upon a diverse sample of participants, interviewing male and female, as well as Japanese and non-

Japanese individuals. We also were careful to identify participants from an assort ed set of 

organizations. In terms of industry, we examined a diverse set of industries, including traditional 

manufacturing companies, service companies, and high-tech/internet companies. Further, we examined 

Japanese companies, foreign companies, joint ventures, and Japanese companies acquired by foreign 

companies. Further information about our sample is contained in Table 1.  

Company Types Represented*  Job Level of Respondents 

 Academic 5   Academic 5 

 Traditional Japanese 42   Entry -level Professional 27 

 New Economy Japanese 13   Mid -career Professional 18 

 Hybrid  16   Top-level Professional 4 

 Foreign 13   Mid -level HR 6 

 Total firms  89   Senior HR 6 

     Mid -level Manager 6 

Respondent Nationality    Senior Manager 7 

 Japanese 38     

 Asia (non-Japan) 27  Respondent Sex  

 Non-Asian 14   Male 51 

 Total respondents 79   Female 28 

Note: The number of company types is not equal to the number of respondents. We interviewed multiple 
respondents at the larger companies in our sample, and some job-hopping respondents described their relevant 
experiences across multiple firms. 
Table 1: Interview sample 
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Figure 2: Performance Management Approaches in Japan 

The new economy Japanese companies are typically new start-up, IT oriented or with strong or 

growing international presence, and responding to the desires of a younger workforce. Companies 

started by older founders, typically adopt HRM systems matching the traditional systems they were 

accustomed to. By contrast, younger founders, or founders with significant international exposure,  

tended to adopt systems modeled upon Western practices. Further, these respondents point out that 

labor market competition for specialists leads and recruits in general led to a greater emphasis upon 

individual performance management.  

The hybrid companies are established Japanese companies with a history of using traditional Japanese 

management systems that have moved to a mix of Japanese and Western practices. The history and 

existence of established systems within these firms makes change from the traditional HR practices 

difficult. One type of hybrid arises when a Japanese company is acquired or heavily invested in by 

foreign firms, with significant infusion of senior foreign management needed before real changes in 

performance management practices occur. A second type of hybrid occurs when a traditional company 

has significant global business, or has a substantial number of non-Japanese employees. The 

international -oriented employees are typically specialist contract employees rather than generalist 

permanent employees. The generalist permanent employees are managed in the traditional manner, 

while the specialist contract employees are more likely to be paid a higher salary but with limited 

corporate or individual performance bonus.  

Structural adaptations . In the traditional Japanese companies we examined there was limited 

fundamental change in performance management practices.   

We found another way to get the benefits of Western performance management without implementing 

it throughout the organization i s through investing in speculative startups. These startups typically fall 

into the new economy Japanese model, adopting a primarily individual outcomes model of 
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individual performance influenced pay and promotions. Within the traditional Japanese companies, 

the senior HR managers of a few firms stated that individual performance was being rewarded, yet 

mid -level managers and employees all agreed that individual performance has no influence upon pay, 

and an unknown influence upon promotions. One of the key reasons the hybrid firms hired large 

numbers of non-Japanese executives and managers was to effectively implement individual rewards, 

since the Japanese managers made only token attempts to appraise individual performance. 

DISCUSSION  

The evidence from the interviews reported in this paper indicates that there are broader structural 

changes in the Japanese labor market which are not only influencing performance management 

practices in Japan but, are also having a wide-ranging impact on the overall approach to HR practices.  

Performance Management in Japan is Slow to Evolve 

Our interviews indicate that companies and executives are aware of the need to move towards 

Western-style performance management. Progress in successful implementation remains elusive for 

traditional firms, and we have found that success in implementing these performance management 

practices is tightly intertwined with three changes i n the labor market: increased job-hopping, growing 

job specialization, and the strengthening influence of new economy and non -Japanese companies and 

workers. All three of these changes act to reinforce the gradual introduction of individual rewards 

based upon explicit performance measures.  

Japanese executives have realized the need for reform in Japanese HRM and performance management 

practices. However, experience has shown that these changes are rejected by the majority of Japanese 

managers and employees, so companies appear reluctant to implement wholesale changes to their HR 

systems. Instead, what is emerging is a dual-track HR system, as shown in Figure 3.  
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Figure 3: The New Dual-Track Japanese HRM System 

One track is the traditional Japanese system of generalist permanent employees, with two primary 

changes. First, the company bonus is being redistributed into a division or department bonus, which 

varies with division or department performance and company profits. Second, there is a gradual 

broadening of the strict age windows for promotion, as well as relaxation of the small individual 

variable seniority pay increases. The other track is a more Western-style system for functional specialist 

contract employees who are often paid more than the generalists, and for whom individual 

performance bonuses can outweigh the divisional bonus received by all employees. 

The four organizational types we identified (traditional, Western, hybrid, and new) can be 

differentiated by the relative importance of these two tracks. Western companies are typically 

comprised almost entirely of specialists, while traditional Japanese companies have only modest 

numbers of specialists. The hybrid companies are the ones shifting towards a greater emphasis upon 

specialists, and with an increasing proportion of the workforce under the specialist system. Finally, the 

new economy Japanese companies are young companies intentionally designed around functional 

specialists, and focused upon attracting ambitious young talents. The HR system of both hybrid and 

new companies show a variable mix of generalist and specialist tracks. 

CONCLUSION  

The prevailing desire of Japanese workers for employment security over advancement, strong labor 

law protections, labor unions, and limited managerial tal ent in performance management are 

formidable factors to overcome, regardless of the recognition by executives of the need for reform. 

Traditional firms are likely to continue pursuing a two -track system, where international divisions and 
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engineering, physics ect. (Hochreiter and Schmidhuber 1997, Jones 1999, LeCun et al. 2015, Rubinov 

and Sporns 2010).  

ARTIFICIAL NEURAL NE TWORK (ANN)  

In 1934, McCulloch and Pitts introduced neurological network model and showed in their paper even 

simple networks could be employed to calculate any logic or arithmetic function (McCulloch and Pitts 

1943). This can be seen as the beginning of neural network in the scientific community. ANNs enable 

us to scale the real-world tasks and to find solutions to expl ain behavioral patterns and performances. 

ANNs simplify the biological neural network and is one of the data -driven modeling techniques. 

More precisely, ANNs can be trained to investigate the relationship between the inputs and outputs 

based on given data sets without any previous mathematical or distributional assumption.  

ANNs are viewed as a system of connected artificial neurons. In ANNs, the process of biological 

neural network will be reproduced with connected artificial neurons (components of network layers). 

Mathematical functions (propagation function and activation function) represent the strengths of 

neural connections and activation level of neurons.  

The procedure of signal transformation in ANNs begins with an input or stimuli. It will be transf erred 

to neurons in the input layer of ANNs. Like the biological neurons, the strengths of connections 

between artificial neurons are different. The connecting weights will be stored in the propagation 

function. The received signal will be transformed into  network input using the activation function, 

also called transfer function. The network signals will pass through hidden layers and then arrive the 

output layers.  

ANNs are considered universal approximators (Kolmogorov, 1957). Based on this theorem, it w as 

proven that regardless of the activation function and the dimension of the input space, a neural 

network with one hidden layer can approximate any continuous function arbitrarily well (Hornik et 

al. 1989). ANNs with bias, a nonlinear and a linear output  layer are capable of approximating any 

function with a finite number of discontinuities. This approach enables us to investigate black box 

models without any previous justification.  

Given input and output (in MATLAB: target) data, ANNs can be trained in a  so-called supervised 

learning process. In each learning step, the weights in propagation function will be adapted to 

minimize the learning errors. The adaptive changes of weights follow the learning rule determined by 

learning algorithms (e.g. Leverberg-Marquardt backpropagation algorithm in next section). Mean 

squared error (MSE) can be applied to measure the ANN model fit.  

Among different architectures of ANNs, a multilayer feed -forward neural network (MFNN) 

consisting of three layers (input, hidden and output layer) is proposed in this paper. An ANN with n 
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Figure 2. MATLAB Regression Plot  

 

Set Samples MES R 

Training  108 165.29934 0.9756 

Validation  23 145.78205 0.978366 

Testing 23 105.09137 0.980155 

Mean squared error (MSE): the average squared difference between outputs and targets 

Table 1: Model fit  

 

    

The following figure shows the result of the connection weights in ANN model. Both excitatory and 

inhibitory connections can be identified in our ANN model.  



13th Annual Conference of the EuroMed Academy of Busi ness                                                      368 
 

Business Theory and Practice                                        ISSN: 2547-8516 
Across Industries and Markets                                                                                     ISBN: 978-9963-711-89-5 

 

Figure 3. ANN result  

The connections between the input low value und the artificial neurons in the first layer are both 

inhibitory, which gives evidence of the underestimation of the input low value. On the other side, 

between the input high value and the artificial neurons in  the first layer exist excitatory connections, 

which implies the input high value will be overestimated in the decision making process. This finding 

is not in agreement with the result of Wu and Gonzalez (Gonzalez and Wu 1999), since they proposed 

the concave shape of the value function. Furthermore, they argued that the low value is always 

overestimated and oppositely, the high value always underestimated.  

The input high possibility is connected with the artificial neurons in both inhibitory and excitator y 

way. However, the magnitude of the positive connection weight is larger than the negative one. 

Moreover, the connection weights of the input high possibility are smaller than those of the input low 

possibility. It means that the overestimation degree of the low possibility is larger than that of the high 

possibility. In the decision making process under uncertainty, people tend to overestimate the low 

possibility much more than the high possibility. It is consistent with the finding of Wu and Gonzalez 

(Gonzalez and Wu 1999).  

Since the interplay of the perception of the possibility and the monetary value is also included here, 

this could explain the finding differences between the previous study and our study. We encourage 

the scholars to examine this in the future study.  

SUMMARY  

Modeling individual choice preferences, considering the effect of uncertainty on multiattribute 

preference model, improvement for the implementation of the dynamic choice model.  
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THE ACCOUNTING REGUL ATION OF PPPS UNDER IFRIC 12: STATE 

OF THE ART  

Esposito, Paolo; Colangelo,  Federica 

Department of Law, Economics, Management and Quantitative Methods -DEMM, Sannio University, 
Italy  

ABSTRACT  

IFRIC 12 has been approved by the European Commission with EC regulation no. 254/2009 on 

March 25, 2009; it has profoundly changed the accounting of concessions, especially in the 

event that the grantor has control over the infrastructure used by the concessionaire for the 

provision of public utility services. This accounting c hange assumes particular importance in 

the Italian economic reality in which many public utility services, also through privatizations 

carried out during the nineties, have been entrusted to private -law companies through 

concession contracts. IFRIC 12 applies to service concession arrangements between a public 

sector entity (grantor) and a private sector entity (concessionaire) if the following conditions 

are met: 

a) the grantor controls or regulates which services the concessionaire must provide with the 

infrastructure, to whom it must provide them and at what price;  

b) the grantor controls - through ownership or otherwise - any residual interest in the 

infrastructure upon expiry of the agreement.  

The objective of this contribution IFRIC 12 is to provide clarifications on the accounting model 

to be adopted in the dealer's financial statements to detect and evaluate the obligations and 

rights connected with the agreements for concession services. The European Commission 

under IFRIC 12 adoption, clarifying t hat the PPPs consist of forms of cooperation between 

public and private entities that aim to guarantee the financing, construction, management of a 

restructuring or maintenance of an infrastructure or the provision of a service. The main 

advantage that derives from the involvement of the private sector in the management of a 

public service is that the public body must not use its own resources in financing the 

operation of a public service. 

Keywords: Public Private Partnerships (PPPs), Accounting Regulation, IFRIC 12, Service Concession 

Arrangements. 
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1. THE PROJECT-FINANCING SYSTEM  

The project financing system is included in the construction and management concession, that is, the 

construction of public works without financial charges for the public adminis tration; it is configured 

first of all as a complex economic-financial operation aimed at a specific investment for the 

construction of a work and / or the management of a service, on the initiative of private or public 

promoters. It is therefore a structured financing method also used for some PPP operations (Vacca, 

Solustri, 2003). 

Project financing was introduced for the first time in Italy in the regulation of the public works 

contract by Law 415/1998, the so-called Merloni -ter law, with the inclusion o f articles 37-bis to 37-

nonies in Law 109/1994, so-called framework law on public works. This standard had the merit of 

having defined the procedure to be followed for the financing of public works by private individuals, 

transforming the PF from an instru ment reserved for the construction of large infrastructure works to 

a normal technique of public action, also in its territorial expressions multiple peripherals (Lepore, 

2010). 

A definition of this method is that given by NEVITT in 1998, according to whic h PF means the 

"financing of a specific economic unit, usually the so-called project company, through an operation in 

which the lender considers the flow of cash and profits from project management as collateral for debt 

repayment and economic unit assets as collateral ". The PF, therefore, is a multi-disciplinary approach 

to financing particularly complex investments, characterized by the possibility of resorting to a high 

involvement of loans from the banking sector and in which the revenue flows deriving  from the 

management of an infrastructure are sufficient for coverage of management costs, repayment of the 

loan and return on invested capital; in addition to the relevance that the private individual has 

regarding the financing and management of a public  infrastructure (Cori, 2007). 

Project financing therefore consists of financing a project suitable to generate, in the management 

phase, sufficient cash flows to repay the debt contracted for its realization as well as to remunerate the 

risk capital. The operation is normally developed through the use of a newly created company, the 

project company, which has the task of carrying out and managing the project. The advantage of 

establishing a new company is represented for the private individual by the fact t hat, since it is a 

subject legally distinct from the promoter, the capital invested remains separate from the other 

activities of its members and therefore with a precise delimitation of the risk for the company. project 

(Sambri, 2012). 

Project financing integrates a financing technique characterized by private contributions. A project 

financing operation can be divided into three phases (Falini, 2008): 
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- Design and construction (in this phase the financial resources are guaranteed by the financing 

institut ions in favor of the project);  

- Start-up (checks whether the project is suitable for generating cash flows through the verification 

tests); 

- Operational management (the project begins to generate cash flows). 

The works that can be subject to project financing can be distinguished as follows (Ricciardi, 2014): 

- Hot works: Initiatives in which revenues allow the private individual to fully recover investment 

costs over the life of the concession. Involvement of the public sector limited to identify the  necessary 

conditions to allow the realization of the project;  

- Lukewarm works: Initiatives whose user revenues are in themselves insufficient to generate 

adequate economic returns, but whose realization generates significant positive externalities in terms 

of social benefits induced by the infrastructure. These externalities justify the provision of a public 

contribution component;  

- Cold works: Initiatives - prisons, hospitals, schools - for which the private entity that realizes and 

manages them derives its remuneration exclusively (or mainly) from payments made by the public 

administration.  

The PF has undergone many changes; in the Official Gazette no. 231/2008 the legislative decree n. 

152/2008, legislative intervention which continues the gradual revi sion of the Procurement Code and 

aims to pursue (Grementieri, 2009): 

- conditions of competition between economic operators;  

- enhancement of the appropriate tools to ensure the transparency of the procedures, with the 

possibility of verifying the legitima cy of the work of the contracting stations and of the other parties 

involved;  

- streamlining of procedures, for the benefit of transparency and market opening.  

Among the main changes made, particular attention is paid to project finance. The regulatory 

definition of project financing is contained in Article 153 of the Code: realization of public works or 

public utilities through concession contracts, with resources totally or partially borne by the promoters 

themselves. The third corrective reintroduces the right of first refusal limited to some hypotheses, 

which can be activated on the initiative of the Administration or private individuals. According to the 

new text, "contracting authorities may, as an alternative to awarding a concession pursuant to Artic le 

143, award a concession by placing a feasibility study as the basis for the tender, by publishing a 

notice for the presentation of tenders which contemplate the use of resources totally or partially at the 

expense of the proposing parties "(Grementieri, 2009). 
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In our country, the expression project financing (or in Italian "project finance") has been frequently 

used to define a particular form of PPP, at the base of which a concession contract for the construction 

and management of a public work is placed. or of public utility. Project financing in Italy has taken 

hold mainly in public utility works. In this sense, the promoters are called upon to submit a proposal 

to the public administration to finance, execute and manage a particular public work that h as already 

been approved or will be approved within a short time. However, there are differences between 

project finance in Italy and what it represents in its more classic definition. In particular, while project 

financing provides for an equitable distri bution of risk between the promoter and the banks, in Italy 

the risk is assumed almost exclusively by the promoter (Gennari, Monosilio, Coloparti, Tempesta, 

2012). 

2. THE CONCESSIONS  

The public works concession contract represents the most widely used form of contractual PPP. 

The term "concession" has been used in many meanings and indicates various figures of measures. 

The "common nature of these measures is the effect of conferring on one or more persons outside the 

administration new capacities or new po wers and rights, from which their legal sphere remains 

expanded" (Rizzo, 2012). The concessions are affirmed in our system in meeting the need of the 

private company to derive profit from the exclusive management of assets held in the hands of the 

public and the need of the State to obtain, on the one hand, the direct results measurable in terms of 

works and services intended for the public and on the other the indirect result of the decrease in 

unemployment thresholds and the increase in overall national p roduction (Napolitano, 2008).  

Ranelletti, in his work "General theory of authorizations and administrative concessions", published in 

the late 1800s, was the first attempt to systematically construct the matter. The author studied the 

institution of admini strative concessions and authorizations: "with authorizations, an obstacle is 

removed that prevents the exercise of rights that the private owner already has; with concessions new 

rights are granted to the private individual. The distinction is simple and clear, but it is not entirely 

satisfactory, because it is not always true that the private individual, before asking for authorization, 

and in order to ask for it, is (already) the holder of a subjective right, and because the concession does 

not always creates new rights; but it determines the purchase of different utilities. Ranelletti 

reconstructed all the concessions in terms of unilateral acts, put in place "by the sole activity of the 

authority that issues them", following the private request.  

The private individual, with his own declaration of "availing himself of the concession" or with the  
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participation in the public deed or with "giving the security", accepts the concession with the 

consequent obligation to "respect all conditions", but does not change the legal nature of the 

institution (Rizzo, 2012). 

3.THE CONCESSION IS THEREFORE A FORM OF FUNCTIONAL 
PRIVATIZATION  

The expression "functional privatization", in fact, really wants to highlight the propensity of the PA to 

create public services, changing the tools and management logic of private companies (Gianfelici, 

2008). The ways in which functional privatization is carried out is precisely that of granting (licensing) 

or outsourcing certain contracted tasks (contracting-out). These procedures do not transfer ownership 

of the assets to the private sector, but only management, i.e. the opportunity to act in certain contexts 

for a certain period of time. To achieve the objectives of functional privatization (minimizing the costs 

of the services offered by the private operator to the public one) it is necessary to correctly manage the 

tender to avoid that a private monopoly replaces the public monopoly. With the concessions there is a 

temporary assignment of the monopoly for the production, or distribut ion of a good or service to a 

specific economic entity which, by completing a tender, was the most suitable to guarantee the best 

quality -price combination. The contract represents the assignment in management to public or private 

operators of activities f inanced with public funds (Fazioli, 2013). What causes problems is the legal 

nature of concessions. The doctrine was divided into two: on the one hand the supporters of the 

publicity approach (concession as a unilateral administrative act - administrative measure) and on the 

other the supporters of the private approach (concession as a contract) (Raganelli, 2017). 

Halfway between the two approaches is the concession-contract theory. This case arises from the 

confluence of a unilateral act (the concession) and an agreement supplementing the content of this 

having a private nature, that is, a bilateral contractual relationship which is the source of obligations 

and mutual rights of the granting entity and the private concessionaire. The concession holders 

exercise special rights on goods and activities not available to private individuals and reserved for 

public authorities (De Giorgi Cezzi, 2011). 

4. THE CONCESSIONS I N THE LEGAL SYSTEM  

The law 24 June 1929, n. 1137 , distinguished two types of concession: the construction-only 

concession and the construction and management concession. The first consists in the administrative 

act with which a PA entrusts a subject with the task of building a public work within a certain term 

and for consideration; the second instead, is the administrative act with which the PA entrusts a 

subject with the task of building a public work and managing it for a specific period of time, at the end 
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of which, the work becomes the property of the administration . In particular, the law of  8 August 

1977, n. 584 equated the construction-only concession to the contract and subjected it to the same 

procedural and legal regime (Raganelli, 2017). 

In Italy, the process of reforming the discipline of public works begins with the framework law on 

public works, no. 109/1994 (Merloni) ; it sets out uniform guidelines and principles which inspire the 

administrative activity in the procurement sector and defines a new discipline of the matter, extended 

to the entire cycle of construction of public works , from programming, to planning, to awarding, to 

execution some jobs. The law also tends to act as a general source and, in order to prevent subsequent 

regulations from compromising, through derogations or implicit changes, the certainty of the 

legislative framework, provides that any "derogations, changes or repeals" of the rules contained 

therein may only be arranged "for an express statement with specific reference to individual 

provisions' of the same law. it continues with the law 18 November 1998 n. 415 , (Merloni-ter) , with 

the law of 2002 (Merloni -quater) ; the of the Code public contracts in 2006 and the 2016 Procurement 

Code (Bonacci, 1995). 

Taking a step back, as far as the concession of public works is concerned, this took place with the EU 

directives 93/37 / EC on public works contracts, and subsequently with the directives 17 and 18/2004 / 

EC in which it is regulated by the inside the contract (Di Giovanni, 2012).  

Article 1, paragraph 3, of the unified directive 2004/18 / EC (on procurement), indicates the definition 

of concession of works as a contract with characteristics similar to the contract, except for the fact that 

the consideration consists only in the right to manage the work, accompanied by a price (Raganelli, 

2017). As regards the concession of services, however, the evolution of the institution passes between 

the Commission's interpretative communication on services (OJEC 29 April 2000, C. 121 ) and the 

jurisprudence of the Court of Justice (7 December 2000 C-324 / 1998) , on the basis of which, service 

concessions are subject to the general principles of Community law on the freedom to provide 

services, such as transparency, competition, equal treatment, impartiality, proportionality and 

advertising (Di Giovanni, 2012).  

In Italy, the  regulations in force regarding concessions are contained in the 2016 Procurement Code, 

Legislative Decree no. 18 April 2016, no. 50 , implementation of directives 2014/23 / EU, 2014/24 / EU 

and 2014/25 / EU on the award of concession contracts (Raganelli, 2017). Before examining the new 

legislation introduced by Legislative Decree No. 50/2016, it is advisable to know the discipline 

dictated by Legislative Decree 163 of 2006 . This code of public contracts deals with distinguishing the 

concession of "works" from that of "services", placing the definitions in two distinct paragraphs of 

article 3: 
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Legislative Decree 18 April 2016, n. 50 has undergone the latest changes with the law 58/2019 ; it 

regulates the procurement and concession contracts of contracting authorities and contracting entities 

concerning the acquisition of services, supplies, works and works, as well as public design 

competitions (Furcolo, 2019). EU Delegated Regulations nos. 1827, 1828, 1829 and 1830 , published by 

the Commission in the Official Journal of the European Union on 10/31/2019 , modify the European 

thresholds for public  procurement and concessions.  

The new thresholds apply, as specified in the regulations, from January 1, 2020. The regulations 

modify the thresholds of European relevance in relation to procedures for the award of public 

contracts and concessions. 

 In par ticular, Regulation 2019/1827 amends Directive 2014/23 / EU on concessions.  

Regulation 2019/1828 amends Directive 2014/24 / EU on procurement in ordinary sectors. Regulation 

2019/1829 amends Directive 2014/25 / EU on procurement in special sectors. Lastly, Regulation 

2019/1830 amends Directive 2009/81 / EC on procurement in the defense and security sectors 

(Facondini, 2019). 

5. PPP FAILURE: SOME CASE STUDIES  

The use of PPP by municipalities assumes an increasingly significant importance over time, reaching 

67% of the value of public works notices of municipal administrations in 2016.   

However, the potential of this market is hampered by some critical elements.First, the long time 

between the publication of the notice and the award time during the game  , but a lthough the 

technical and design quality deficiencies on the part of contracting authorities can determine the 

failure of the initiative.  

In fact, compared to about 33,164 PPP procedures detected and archived by the National PPP 

Observatory, between 2002 and 2016, the "interrupted proceedings" concern 4,429 procedures, equal to 

13%, with peaks of over 30% in the case of calls with a unit value over 15 million euros (Giorgio, 

Marinuzzi, Tortorella, 2018).  
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immediately fell by 4.5%.  The stock market crash, however, was not the only consequence of the 

crash; in fact, the Italian government immediately expressed its intention to revoke the concession to 

Autostrade per l'Italia.  However,  Atlantia  immediately  ruled  on this which saw the probable 

revocation unjustified, as the causes of the tragedy had not yet been defined. The government's 

decision regarding highway concessions not only frightened the responsible group, but the entire 

highway sector, which on the same day closed its quotations on the stock exchange in red (ANSA, 

2018, 2). 

5.2 Motorway concessions towards revocation  

The Milleproroghe decree, in art. 35 provides for a new procedure in case of revocation of the 

motorway concession: " In the event of revocation, revocation or termination of road or motorway 

concessions, including those subject to toll, pending the tender procedures for the assignment of a 

new concessionaire, for the time strictly necessary for its identification , ANAS Spa, in implementation 

of art. 36, paragraph 3, of the law decree 6 July 2011, n. 98, converted, with modifications, by the law 

15 July 2011, n. 111 , can take over the management of the same, as well as carry out ordinary and 

extraordinary maintenance and investment activities aimed at their requalification or adaptation. Any 

conventional provisions that exclude the recognition of indemnities in the event of early termination 

of the concession relationship are reserved, and the possibility is made for ANAS Spa, for the 

purposes of carrying out the activities referred to in the first  period, to purchase any projects 

developed by the concession upon payment of a consideration determined having regard only to the 

design costs and to the intellectual property rights referred to in art. 2578 of the civil code. With the 

decree adopted by the Minister of Infrastructure and Transport, in agreement with the Minister of 

Economy and Finance, the object and methods of carrying out the provisional management assigned 

to ANAS Spa are governed if the extinction of the concession derives from non-ful fillment of the 

concessionaire, art. 176, paragraph 4, letter a) of Legislative Decree no . April 18, 2016, no. 50 , even in 

replacement of any conventional clauses, substantive and procedural, dissimilar, even if approved by 

law, to be understood as void within the meaning of 'art. 1419 , second paragraph, of the civil code, 

without being able to operate, as a result of this provision, any termination of law. The effectiveness of 

the revocation, revocation or termination of the concession is not subject to the condition of payment 

by the granting administration of the sums envisaged by the aforementioned art. 176, paragraph 4, 

letter a)" (Official Gazette, 2019). 

Following the aforementioned law decree, all the companies holding motorway concessions have 

requested the opening of a negotiation with the government. L ' Aiscat , the association chaired by 

Fabrizio Palenzona , which represents 20 dealerships with almost 13 thousand employees who run 

6000 km of highway network, believes that it is urgent to bring  certainty and stability in the sector. In 
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the last week (late December 2019 and early January 2020), the Atlantia group (collapsed by the 

Benettons) has lost almost 4% on the stock exchange, Aspi claims that in the event of revocation of the 

concession with compensation reduced the bankruptcy of the company it would be inevitable. The 

unknown -tunnels, is an important variable that weighs on the takeover of Anas in case of revocation 

of motorway concessions foreseen by the thousand extensions but introduced for the case of 

Autostrade per l'Italia (Aspi). Italy risks an EU infringement procedure as a large part of the structures 

are not in compliance with the fire requirements (Corriere della Sera, 2020). 

A possible alternative to the revocation appears to be the maxi-fine against Autostrade per l'Italia. S 

ccording to reports from government sources, this would be one of the ways being studied to close the 

dossier on granting Aspi opened after the collapse of the bridge Morandi in Genoa. Hanging on the 

government's decision on whether or not to withdraw the concession, Autostrade per l'Italia is also 

preparing to implement the new industrial plan to give a signal of change and discontinuity with the 

past. The Minister of Infrastructure and Transport, Paola De Micheli, in an interview of January 9, 

2020 with Repubblica, said that: "To avoid the breaking of the concession, Aspi has made several 

proposals also to the previous government. We considered them insufficient for the fallout for the 

benefit of citizens. 700 million for the reduction of tolls? We would have expected a significant 

reduction in toll charges, without changing the plan for greater investments in the network and for 

maintenance. The proposal is insufficient. "Autostrade includes the 600 million  of the rebuilding of the 

Morandi Bridge in the compensation it offers to the State? This is money already provided for by law. 

If the discussion begins like this it is not only insufficient, it is also inadmissible." De Micheli 

underlines how the adoption  of any revocation of hills on two bases: legal and economic. For the 

minister, "beyond Aspi, the culture of the relationship between the private and the public must be 

reviewed. The public has a prevailing interest and if it does not have the strength to assert it, an 

imbalance is created which is also damage to the private individual because it lowers quality. 

Unfortunately, the tragedy of Genoa is a lesson, "he says." Even the state cannot limit itself to pointing 

the finger, it must take on greater control capacity "(Rai News, 2020). 

5.3 Revocation of motorway concessions: possible consequences 

The Milleproroghe decree , approved by the government "unless otherwise understood", risks shaking 

the majority of the government, unleashing new tensions. The reason for the dispute are some 

provisions, on all those relating to motorway concessions and which seem to anticipate the revocation 

of the Atlantia group, which was so much desired by the 5 Star Movement after the collapse of the 

Morandi Bridge in Genoa. I n the Milleproroghe , in fact, there is a rule that provides that in the event 

of revocation, forfeiture or termination of road or motorway concessions, pending the tender 
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procedures to find a new concessionaire, management will pass to Anas, which will ca rry out 

ordinary and extraordinary maintenance and investment activities for the redevelopment or 

adaptation of the network.  

The outgoing concessionaire will be responsible for the value of the works carried out, the penalties 

and other costs to be incurred for the termination of the relationship, unless the termination of the 

concession is due to its non-fulfillment. In this case, according to the decree, the concessionaire will be 

paid the "value of the works completed plus ancillary charges net of depre ciation", but from this 

amount will be "deducted what the concessionaire is required to pay for compensation for damages 

deriving from its non -performance". 

The Milleproroghe provides that this legislation will apply in place of any unconventional 

conventional clauses, even if approved by law, which in this case must be considered null. The new 

rules, in fact, must be considered as included in law in motorway contracts and concessions, even in 

those already in progress. These provisions have raised tensions in the government, with the 

representatives of Italia Viva who have not voted for the Milleproroghe rules on motorway 

concessions and have had their dissent recorded in the minutes. They are , however, those affected to 

express strong opposition. In the first place, Aiscat (Association of motorway and tunnel 

concessionaires) has manuf estato strong bewilderment for the provisions of Milleproroghe on 

motorways, calling them unconstitutional and speaking of "serious injury the rule of law" . These 

rules, Aiscat stressed , risk causing serious damage to companies and an entire production sector. 

Last December 2019, Autostrade per l'Italia also intervened on the issue, the company of the Atlantia 

group which belongs to the Benetton family and which manages a la rge part of the Italian motorway 

network. According to the company, the Milleproroghe decree presents "significant profiles of 

unconstitutionality and opposition to European standards" . Autostrade per l'Italia has announced 

that "it is evaluating every in itiative aimed at protecting its rights in terms of constitutional and 

community legitimacy of the regulatory provisions on the principles of entrustment, freedom of 

establishment and competition, proportionality and reasonableness ".  

It is clear that the regulation on the possible compensation for default of the concessionaire refers to 

the case of the collapse of the Morandi Bridge in Genoa, for which the 5 Star Movement has long been 

asking for the revocation of the concession to Autostrade per l'Italia and for compensation for 

damages ( QuiFinanza , 2019). 

If the concessions are revoked, the Democratic Party will yield to the populist blackmail of the 5 Star 

Movement. The question is in fact twofold: on the one hand, the state controls, which in these tw enty 

years have been almost completely lacking; on the other, compliance with dealers' contracts. The 

regulatory framework governing concessions is old , because in the meantime the terms of the 
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revision of the agreement in progress with a reduction of the tariffs, an increase in the maintenance of 

the investments and an increased compensation for the events in Genoa. 

The revocation , even if it were supported by heavy documentation on Aspi's responsibilities in the 

collapse of Ponte Morandi and in the subsequent episodes of bad maintenance, would still be heavy in 

terms of concrete effects. 

Aspi h as tried to open a window to the hypothesis of the negotiation and has made a proposal for 

compensation of 700 million which the government considers insufficient. Aspi also plans to approve 

a new industrial plan that will speed up investments, digitize co ntrols in tunnels, improve service 

quality. The minister, however, insists that a revision of the convention is needed; no one off (Il Sole 24 

Ore, 2020). 

The Atlantia Shares in the last week of January 2020 are up sharply in Milan and this also thanks to 

the resignation of Luigi Di Maio from driving the M5S. The advances of the Atlantia shares today 

were supported by the statements of Giuseppe Conte, who confirmed that he has not yet reached a 

definitive solution on the revocation of the motorway concessio ns to Aspi (Money.it, 2020) . 

According to Carlo Bertazzo , the new CEO of the parent company Atlantia , to evoke the concession 

to Autostrade per l'Italia would mean compromising a company and putting at risk a world -leading 

group in its sector, and therefore important for the country. The manager says that the collapse of the 

Morandi bridge was "something very serious, which should not have happened and which represents 

a watershed for the company". The manager asks "apologies to the families of the victims and to all 

the Italians". For the tragic event and for the wiretapping that showed the presence within the group 

of "people so distant from corporate ethics and our way of seeing and operating". The manager 

announces changes within Atlantia and in the subsidiaries. 

On the lack of maintenance by Aspi and on the fact that everything happened without the knowledge 

of the parent company, Bertazzo replies that "the board of Atlantia takes care of the strategic 

guidelines of the subsidiaries. Maintenance progr ams and their modalities are not among the things 

we have ever discussed. Safety and reputation have always been absolute goals dictated by the board. 

It is clear that something did not work or that Autostrade per l'Italia did not do enough. Everyone will 

have to take on their own responsibilities. Let the judiciary run its course. Autostrade will have 

difficulty accessing the market, certainly not under the previous conditions. In the event of a 

revocation, without revenues and with reduced and deferred in demnities over time, it should 

immediately repay the debts and therefore could hardly avoid a default. It would be a very serious 

thing for the country. For Atlantia , however, it would be a question of guaranteeing a portion of 

Aspi's debt. We have lines of credit, but with the revocation we should start making reflections" 

(HuffPost , 2020). 







13th Annual Conference of the EuroMed Academy of Busi ness                                                      388 
 

Business Theory and Practice                                        ISSN: 2547-8516 
Across Industries and Markets                                                                                     ISBN: 978-9963-711-89-5 

utility services.  This accounting change assumes particular importance in the Italian economic reality 

in which many public utility services, also through privatizations carried out during the nineties, have 

been entrusted to private-law companies through concession contracts. IFRIC 12 applies to service 

concession arrangements between a public sector entity  (grantor) and a private sector entity 

(concessionaire) if the following conditions are met:  

a) the grantor controls or regulates which services the concessionaire must provide with the 

infrastructure, to whom it must provide them and at what price;   

b) the grantor controls - through ownership or otherwise - any residual interest in the infrastructure 

upon expiry of the agreement.  

If both of the above conditions are met, the concessionaire builds and manages the infrastructure on 

behalf of the grantor; consequently, it has no title to enter it in its financial statements as a tangible 

asset. Control of the grantor over any significant residual interest should both restrict the 

concessionaire's practical ability to sell or commit the infrastructure, and give  the grantor an ongoing 

right of use throughout the term of the agreement.  That said, the grantor can check the residual 

interest in the infrastructure in several ways:  

- the grantor retains ownership of the assets under concession and grants the concessionaire a right of 

access necessary to provide public services only for the duration of the concession;  

- the concessionaire builds (or purchases from third parties) the infrastructure, but is obliged, at the 

end of the concession, to return or sell the infrastructure itself to the grantor or to a third party 

(designated by the grantor); 

- the grantor has the right to exercise an option that allows him to purchase the infrastructure at the 

end of the concession; 

- the grantor remains in control even if the c oncessionaire, while being able to use the infrastructure 

during the concession, is required to donate it or sell it at the end of the concession agreement on the 

basis of a free faculty existing in the grantor. 

IFRIC 12 provides that agreements that fall within the scope of application generally involve two 

subjects: 

- a private sector entity (concessionaire) that builds, purchases or improves the infrastructure used to 

provide the public service and that manages it for a specific period of time, receiving  a fee for the 

services offered; 

- a public sector entity (grantor), which through concession agreements involves the participation of 

the private sector in the development, financing, management and maintenance of this infrastructure.  

IFRIC 12 does not define precisely what is meant by private sector companies and public sector 

companies: the provisions are limited to stating that the grantor is identified by a public sector entity, 



13th Annual Conference of the EuroMed Academy of Busi ness                                                      389 
 

Business Theory and Practice                                        ISSN: 2547-8516 
Across Industries and Markets                                                                                     ISBN: 978-9963-711-89-5 

including a governmental body, or an entity of the private sector to which  responsibility for the 

service has been delegated. This suggests that the grantor, in addition to an entity directly attributable 

to the government, can be represented by a peripheral structure of the public administration, as - 

purely by way of example - a local authority.  

The objective of IFRIC 12 is to provide clarifications on the accounting model to be adopted in the 

dealer's financial statements to detect and evaluate the obligations and rights connected with the 

agreements for concession services. In view of the interpretation, the concessionaire acts as a service 

provider (ie construction of the work) and therefore must recognize the revenues for construction and 

improvement services in accordance with IAS 11 Contract work and the revenues relating to the 

management of the infrastructure in accordance with IAS 18 Revenues. By virtue of the general 

principle, envisaged by IAS 18 Revenues, the concessionaire should evaluate the revenues at 

fair  value of the consideration received or due. In some cases, the consideration that the concessionaire 

receives for the construction activity is not the right to receive "cash", but the right (ie license) to 

economically exploit the infrastructure.  In the latter case, the concessionaire must apply the provisions 

of paragraph 12 of IAS 18 and therefore if the fair value of the services received (ie the right to use the 

infrastructure) cannot be determined reliably, the revenue is calculated on the basis of the fair  value of 

the services provided (ie fair  value of the construction services provided).  IFRIC has observed that the 

fair  value of construction services may, in practice, be the most appropriate method for determining 

the fair  value of the consideration due to the concessionaire for these services and therefore for 

initially measuring the asset (intangible or financial) that the dealer enters the balance sheet. The 

IFRIC specified that when the concessionaire receives a right (ie license) in exchange for its 

construction services, the concessionaire's total revenues do not correspond to the total incoming cash 

flows.  The reason for this is that there are two kinds of cash flows. In the first case, construction 

services are exchanged with the license in an exchange transaction with the grantor. In the second 

species, the license (or "intangible asset") received by the grantor is used to generate cash flows that 

come from users of the public service. This result is obtained whenever an entity provides goods or 

services in exchange for another non-similar asset which is subsequently used to generate monetary 

revenues. 

If the concessionaire builds or improves an infrastructure of which he has no control, the construction 

and improvement services carried out by the concessionaire on behalf of the grantor configure real  

works to order (OIC, 2010). 
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7. THE NETWORK OF MOTOR WAY CONCESSIONS IN I TALY  

Italy has historically managed the motorway network through the use of concessions, often without 

recourse to any public tender, justified only by the need to make new investment s. Most of these 

concessions were entered into at the end of the 1990s. Motorway concessions represent the legal 

instrument on which the entire sector rests: currently, in fact, as much as 87% of the network is 

managed by private concessionaires and not by the State (through the ANAS its subsidiary) 

(D'Arienzo, 2018). 

After the first dealership experiences of the 1920s and 1930s, which had allowed the construction of 

the country's first motorway sections, in the post -war period the desire to reconstruct pub lic works 

and infrastructures can only involve the road sector.  The construction of the motorway network in 

Italy after the war started on the basis of Legislative Decree 547/1948 and Law 463/1955 which, in 

addition to assigning the tasks of construction and management of new highways to ANAS, establish 

some characteristics of the nature of the conventional relationship between ANAS and the concession 

companies. Based on the rules contained in these legal provisions and in Law 59/1961 , the 

construction and management of the Italian motorway network was carried out in part directly by 

ANAS and in part entrusted to other entities.  However, most of the construction and operation of 

motorways was carried out through the use of the concession instrument.  

A significant portion of concessions, ( starting from that for the construction and management of the 

Milan - Naples motorway in 1956), was entrusted to Autostrade SpA, belonging to the IRI group until 

the end of the 90s and therefore privatized in 1999 (Iozzi, 2002). 

The IRI therefore decides to privatize a series of assets , including the motorway company and it 

passes from public to private, that is to say that the ownership of the network remains the state but the 

management and maintenance, remunerated by the tariffs, pass to private companies; this is the 

moment when a nucleus of private shareholders takes over with 30%, gathered in the Schemaventotto 

Spa Company which belongs to the Benetton family and which still represents the strong partner of 

the group. The remaining 70% is on the market. During 2003, due to a new organizational structure , 

the activities under concession are separated from non-motorway activities and Autostrade per l'Italia 

is born, 100% controlled by Autostrade SpA, what is now called Atlantia, a holding company listed on 

the stock Exchange from Milan. 

Then the highways abroad will arrive, diversification in the airport sector and the tormented dossier 

of the wedding with the Spanish group Abertis . But more than corporate history, it i s the history of 

concessions that has fueled the debate between those who point the finger at too generous rules for 

years. To regulate the system of the concession that entrusts the management of the network to 

Autostrade is the 1997 Convention (IV Additi onal Act) between the company and Anas which 
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considerably lengthens the time by providing for the extension of the concession from 2018 to 2038 

(Capozzi, 2018). 

The general scheme of the concessions was reformed by D. lgs . October 3, 2006 n. 262 , converted with 

modifications by L . November 24, 2006, no. 286, which introduced the institution of the "Single 

Convention". This, to be stipulated between the grantor (then Anas SpA, the Ministry of Infrastructure 

and Transport since 2012) and each concessionaire within one year from the first update of the 

financial plan, or the first revision of the agreement, must specify the risk allocation, the return on the 

capital invested and the methods of adjusting the tariff (Sestito, 2015). 

The Italian motorway networ k is entrusted under concession to companies with various licensors 

(D'Arienzo, 2018): 

-MIT, to which most of the network under concession belongs.  The toll motorway network granted by 

MIT is managed by 24 companies. The concession relationships are governed by specific conventional 

deeds entered into between MIT and the concession companies; 

- Anas SpA, a public company subject to the supervision of MIT, which manages some sections 

directly, while for others it plays the role of indirect grantor, par ticipating in 50% of the share capital 

in regional companies; 

- some regional companies that play the role of grantor of infrastructures placed exclusively in the 

territory of the region to which they refer.  

The last chapter, which ended in April 2018, concerns the 4-year extension of the concession to 

Autostrade per l'Italia;  then to 2042. 

 

7.1 The Italian motorway system and the European context  

The Italian motorway network is entrusted under concession to companies with various licensors.  The 

first grant or is the Ministry of Infrastructure and Transport, which took over from Anas SpA in this 

role from 1 October 2012. 

There is therefore, Anas SpA, a public company subject to the supervision of the Ministry of 

Infrastructure, which manages some sections directly, while for others it plays the role of indirect 

grantor, participating in 50% of the share capital in regional companies.  Then there are the regional 

companies that play the role of grantor of infrastructures located exclusively in the territory of t he 

region to which they refer.  The toll motorway network, granted under concession by the Ministry of 

Infrastructure, is managed by 24 companies with 25 concession relationships (Ministry of 

Infrastructure and Transport, 2016). 
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Figure 2: Concessionaire companies with the relative km of competence  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: 

Ministry of Infrastructure  and Transport in "Directorate General for the Supervision of Motorway 

Concessions, Activity Report 2016" (2016) 

Figure 3: Evolution of the European motorway network   

 

Source: Ministry of Infrastructure  and Transport in "Directorate General for the Supervision of 

Motorway Concessions, Activity Report 2016"  (2016) 

From a comparison with the European network of highways and toll roads, the fragmentation of the 

Italian network is noted, but another peculiarity is also given by the presence of only one 

concessionaire, that is, Autostrade per l'Italia SpA, which manages beyond the half of the entire 
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Italy  

ABSTRACT  

The concession is therefore a form of functional privatization; the latter represents a derivative 

form of privatization, through which the state or public bodies entrust the supply of goods or 

services under a concession to a private company; it is therefore the passage of ownership and 

control of enterprises, from a public economic entity to a private economic entity. The 

expression "functional privatization", in fact, really wants to highlight the propensity of the 

PA to create public services, changing the tools and management logic of private companies 

(Gianfelici, 2008). The ways in which functional privatization is carried out is precisely that of 

granting (licensing) or outsourcing certain contracted tasks (contracting -out). These 

procedures do not transfer ownership of the assets to the private sector, but only 

management, i.e. the opportunity to act in certain contexts for a certain period of time. To 

achieve the objectives of functional privatization (minimizing the costs of the services offered 

by the private operator to the public one) it is necessary to correctly manage the tender to 

avoid that a private monopoly replaces the public monopoly. With the concessions there is a 

temporary assignment of the monopoly for the production, or distribution of a good or service 

to a specific economic entity which, by completing a t ender, was the most suitable to 

guarantee the best quality-price combination. The contract represents the assignment in 

management to public or private operators of activities financed with public funds  

Keywords: Public Private Partnerships (PPPs), Accounting, auditing, accountability, Service 

Concession Arrangements. 

1. PPP AND SERVICE CONCESSION  ARRANGEME NTS 

The collaboration between the public and private sector has been the subject of attention at 

Community level since Directive 93/37 / EEC of the European Council of 14 June 1993 regarding the 

coordination of the procedures for the award of public works contracts for the specific themes of the 

realization of the infrastructure and subsequently, the management of public services with a gradual 

evolution.  The notion of PPP involves a complex scheme of relationships between public authorities 



13th Annual Conference of the EuroMed Academy of Busi ness                                                      397 
 

Business Theory and Practice                                        ISSN: 2547-8516 
Across Industries and Markets                                                                                     ISBN: 978-9963-711-89-5 

and private companies aimed at realizing infrastructure projects and providing public services 

(Antoniazzi, 2017). 

The source of the key principles of the PPP discipline are contained in the Green Paper on public 

private partnerships and public law of contracts and concessions of the European Commission of 30 

April 2004 (Paradisi, 2017). 

The European Commission has clarified that the PPP consists of forms of cooperation between public 

and private entities that aim to guarantee the financing, construction, management of a restructuring 

or maintenance of an infrastructure or the provision of a service. The main advantage that derives 

from the involvement of the private sec tor in the management of a public service is that the public 

body must not use its own resources in financing the operation of a public service (Antoniazzi, 2017).  

2. THE USE OF PPP METHODS  

The use of PPP methods to carry out a project can alternatively allow (Gallia, 2008): 

- generate income through user revenues: in this way, the expected revenues from the realization of 

the projects allow the private sector to recover the investment costs for the duration of the concession; 

- request a public contributi on: when it comes to initiatives where commercial user revenues are 

insufficient to generate sufficient economic returns;  

- request the direct supply of services to the private entity: in this case, the latter derives their 

remuneration only from payments made by the PA on a commercial basis. 

The 2004 Green Book identifies the distinctive elements of PPP contracts, especially the basic 

characteristics (Cori, 2007): 

- the relatively long duration of the collaboration between the public partner and the privat e partner 

on the various aspects of a project to be carried out; 

- the method of financing the project, guaranteed by the private sector; 

- the main role of the economic operator, who participates in the various phases of the project. The 

public partner fo cuses above all on the definition of the objectives to be achieved in terms of public 

interest, the quality of the services offered, the pricing policy, and guarantees the control of 

compliance with these objectives; 

- the sharing of risks between the publ ic partner and the private partner, which is carried out on a 

case-by-case basis, according to the ability of the parties to assess, control and manage them. 

3. PPP OPERATIONS  

PPP operations can bring benefits to all categories of parties involved. They allow (Crivelli, 2011):  
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- the administration, to perform its function in compliance with the principles of efficiency, efficacy 

and economy; 

- the private sector, to pursue its profit purpose;  

- the end user, to obtain more efficient public services that are able to raise the quality of life in the 

country;  

- the entire economic system, local and national, to benefit (in terms of earnings) from efficiency and 

competitiveness. 

The Green Book of 2004 identifies two main forms of PPP (Paradisi, 2017): 

1. the contractual PPP, in which the relationship between public and private subjects is based on 

exclusively contractual / conventional links;  

2. the institutionalized PPP, in which the cooperation between public and private subjects takes place 

within a separate entity with its own legal personality. As part of this form of PPP, the public partner 

can maintain a fairly high level of control over the structure created, compatible with company law 

rules. 

In light of this, it is useful to note that the institutions  mainly involved in the notion of Partnership are 

(Mastragostino, 2011): 

1. the concession (of construction and management; of services); assignment to the general contractor; 

project financing; global service; financial leasing; 

2. the mixed company for t he performance of public services (both as a newly constructed object and 

as an objective of progressive construction); participation foundations that pursue the same purpose. 

4.PUBLIC, PRIVATE AN D MIXED COMPANIES  

The normative references for public, priva te and mixed companies are contained in the articles. 101-

106 TFEU with specific rules for the protection of competition, the prohibitions for Member States to 

maintain privileged situations, the regulation on state aid (articles 107 ss. TFEU) and that on public 

procurement, the rules on special rights and exclusives and the regime for bodies governed by public 

law (Legislative Decree no. 50/2016). 

In addition to examining the institutionalized partnership (PPPI), the Green Paper also identifies two 

differe nt manifestations of PPPI which consist of: 

- in the "creation of an entity held jointly by the public sector and the private sector";  

Or 

- in the "transfer to private control of an already existing public company".  

This cooperation (between public and pri vate) allows the public partner to maintain a level of control 

over the conduct of operations through the shareholding and participation in decision -making bodies. 
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The PPPI also includes the transfer of capital of a public company to the private sector. The decision to 

change the shareholding and the general choice to privatize public services or certain sectors also fall 

within the economic policy of each individual Member State (Antoniazzi, 2017).  

The areas where the forms of collaboration typical of the PPP are carried out with regard to the 

construction and management of works and / or services, are various (Paradisi, 2017): 

- Transportation;  

- Power; 

- Environment;  

- Sports facilities; 

- Structures with a cultural value;  

- Other public works.  

The previous classification (between contractual and institutionalized PPP), is also accepted by the 

state legislature, which, in art. 3, paragraph 15-ter, Legislative Decree 163/2006 (modified by 

Legislative Decree no. 152/2008), defines the "PPP contracts", such as "contracts having as their object 

one or more services such as planning , the construction, management or maintenance of a public or 

public utility work, or the provision of a service, including total or partial financing for private 

individuals, e ven in different forms, such services, with risk allocation in accordance with the 

provisions and current Community guidelines ". In this perspective, the provision mentions just that. 

"PPP contracts include the concession of works, the concession of services, the financial lease, the 

assignment of works through project finance, mixed companies". PPP operations may also include 

"the assignment to general contractor where the consideration for the construction of the work is 

postponed in whole or in part and  linked to the availability of the work for the client or third parties" 

(Mastragostino, 2011). 

5.PPPS IN ITALIAN CO DE 

The Public Contracts Code (Legislative Decree 163/06, and subsequent amendments) constitutes the 

reference regulatory provision also in t erms of programming. The Code only regulates the planning of 

public works, referring to the implementation regulation the programming discipline for public 

contracts relating to services and supplies. Article. 283 provides the right, for each contracting 

authority, to approve each year an annual program for the acquisition of goods and services relating 

to the following year (Gallia, 2008). 

The Public Contracts Code provides for two different forms of assignment (Crivelli, 2011):  
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- public initiative procedu re: the PA publishes the call for tenders for those works, which can be 

financed in whole or in part with private capital, which are included in the relative annual list 

(art.128); 

- private initiative procedure: the PA does not publish the tender notice w ithin six months of the 

approval of the annual list. The private individual then proposes a project of his own initiative. At that 

point, the administration is required to publish the notice.  

In both procedures, two different selection methods can be appli ed: "single race" and "double race". 

- In the single tender procedure, the contracting authority publishes a tender notice, with the basis of a 

feasibility study, that is, a document that identifies the functional, managerial, economic -financial and 

technical characteristics of the necessary intervention. Subsequently, it examines the offers received 

within the deadline; draws up a ranking according to the criterion of the most advantageous offer and 

appoints promoter the one who presented the best offer. If the project does not require modifications, 

the contract is directly signed; if, on the other hand, the Grantor believes that it must be modified, the 

promoter may proceed with the review or waive its right of first refusal. In this second case, the 

contracting authority will ask the next candidate in the ranking to be prepared to enter into the 

contract; 

- in the double tender procedure, the award is divided into two phases: the first tender is aimed at 

identifying the "promoter", while the second is aimed at awarding the concession. 

The use of PPPs undoubtedly constitutes an important stimulus for economic recovery. In the 

Communication of the European Commission of 19 November 2009 (COM 2009 615), issued about five 

years after the adoption of the Green Paper on PPPs, positive and negative aspects linked to this 

particular method of carrying out public works are highlighted. As for the positives, we find (Sambri, 

2012): 

- improvement of project implementation;  

- the reduction of infrastructure costs, t hanks to the distribution of the cost of financing for the entire 

duration of the work;  

- the improvement of risk sharing between the public and private sectors;  

- promoting sustainability, innovation, research and development;  

- recognition of the central  role of the private sector in the development and implementation of long -

term strategies for industrial, commercial and infrastructure programs.  

The Commission report concludes that "the development of the PPP as a tool becomes crucial when 

the economic and financial crisis hampers the ability of public funds to make adequate funding 

available for specific projects and identifies five action plans to facilitate the spread of PPPs" . 
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In Europe there is no regulatory framework for PPPs, as there are no special rules of European law 

applicable to the choice of the private partner or to the implementation phase. The general principles 

of the EC Treaty as well as the directives in force on public contracts are valid for the choice of the 

private partner. Accordi ng to the provisions of the Treaty, all contracts through which a public 

structure awards a contract must respect the principles of freedom of establishment and the provision 

of services pursuant to Articles 43-49 of the same Treaty; therefore these contracts must conform to the 

principles of transparency, equal treatment, proportionality and mutual recognition (Cori, 2007).  

Article 3 paragraph 1, lett. eee) of Legislative Decree April 18, 2016 (Public Contracts Code), similarly 

to the previous Public Contr acts Code (Legislative Decree 163/2006) defines the PPP contract as a 

contract for consideration, stipulated in writing, with which one or more stations contractors grant 

one or more economic operators for a period determined according to the duration of t he amortization 

of the investment or the financing methods established, a complex of activities consisting in the 

construction, transformation, maintenance and operational management of a work in exchange for the 

its availability, or its economic exploitat ion, or the provision of a service related to the use of the work 

itself, with risk taking by the operator according to the methods identified in the contract (Massari, 

2016). 

The article specifies that the operating revenues of the economic operator can come not only from the 

fee recognized by the granting body but also from any other form of economic compensation, such as, 

for example, the direct income from the management of the service to external users . 

In this way, the PPP stands out for the realization of the so-called "Cold works" (works that do not 

have an entrepreneurial significance such as to produce direct returns or in any case in which the 

social function is predominant so as not to allow the application of tariffs) and "hot works" (works tha t 

have an entrepreneurial relevance, since likely, in the short to medium term, to produce future 

profitability and whose investment costs can tend to be amortized with the cash flows deriving from 

the economic management of the infrastructure) (Polizzi, 2017). 

In the legislative decree 18 April 2016, n. 50 (amended with supplementary and corrective provisions 

by Legislative Decree no. 56 of 19 April 2017) it is possible to find some direct references to the PPP in 

articles 180 ss. ("Public private partnership"), scheme whose application implies the call for a tender 

for the selection of economic operators; in the third part on concession contracts (articles 164 ff.) which 

best express the collaborative model of the public-private partnership according to mo dern logic and 

in the articles. 180-184 which expressly refer to the PPP and the application of competition rules. 

Article. 171 regulates the contract notice, procedures and procedures of the contract and art. 165 

delves into the constituent elements of the concession (among the general definitions pursuant to art.3, 

paragraph 1, uu) and vv) and, in particular, the operating revenues of which the majority must derive 
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from the sale of the services rendered to the market and the transfer of operational risk (art. 3, 

paragraph 1, zz) which refers to "the possibility that, under normal operating conditions, the changes 

relating to the costs and revenues subject to the concession affect the balance of the economic and 

financial plan (Antoniazzi, 2017).  

Among the main reasons for the growing interest in Italy for forms of collaboration between public 

and private, the particular infrastructure deficit that characterizes our country is highlighted. In fact, it 

is characterized by a significant gap with respect to the main industrialized countries, which 

contributes to limiting economic growth and international competitiveness. Hence the need for greater 

involvement of the private sector (Raganelli, 2013). 

Until 2011, the United Kingdom was the leading European country  among the countries that 

undertake PPP contracts with around 800 contracts executed since the mid-1990s and around 100 

billion euros in total, mainly in the construction sector. England began in 1980 with the privatization 

of public enterprises and with t he introduction of mandatory tenders (CCT). Subsequently, in the 

1990s, the government introduced a mixed market policy for the provision of fundamental public 

services with the aim of proving their efficiency by exposing them to competition from external 

suppliers. At the end of 1992, the British Conservative Government launched the Private Finance 

Initiative (PFI), an institutional program conducive to the involvement of private individuals in the 

realization of public investments through the provision of  construction and management concessions 

in the presence of conditions of economic convenience for the private sector and cost optimization for 

the public sector. The PFI's goal was precisely to bring greater discipline in public infrastructure 

contracts. 

A PFI has the purpose of transferring part of the risk associated with the project to private companies 

and allows the Government to define the performance levels in the contract and to apply financial 

penalties in the event of non-compliance; the goal is precisely the most efficient delivery of the work. 

The transfer of risk and the ability of the public administration to sanction the poor performance can 

only work if the private partner is compliant, given that the risk of bankruptcy can also be added 

(An toniazzi, 2017).  

In the PFI, the public client selects a private contractor in charge of carrying out the work and taking 

care of its maintenance. The latter is remunerated (through periodic payments) by the administration 

itself, by the subjects who use the infrastructure, or by a combination of both solutions. To encourage 

the use of PFI and spread a culture of collaboration between public and private, the British 

government has preferred to focus on non-binding legal acts, such as guides, practical notes, 

recommendations, leaving administrations the choice of whether or not to comply with them. Among 

the most important PFI guides are those developed by the Ministry of the Treasury, concerning the 
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Graph 5: European PPP market 2009-2018 - Value and number of contracts closed by country  

 

Source: DIPE processing on EPEC data in "Public Private Partnership and Project Finance - Report on 

the activities carried out by the DI PE in the years 2017-2018" (2019) 

Of the 39 transactions that reached the loan agreement in 2018, 21 saw the participation of institutional 

investors in several countries (5 in 2017 and 6 in 2016): France, Germany, Ireland, the Netherlands, 

Serbia, Turkey and the United Kingdom.  

In 2018 the sectors that showed the most dynamism are: energy and telecommunications, transport, 

ports and logistics, health and cemeteries. With regard to the contractual typologies, the one most 

used by the PAs for PPP initiatives is the concession of services (72%), while in terms of value of the 

initiatives, 56% refers to the works concessions (Pasquini, 2019 ). 

Finally, it is possible to affirm that, the PPP must not be considered only as an alternative financing 

model, but in p articular as a tool that allows the PA to involve private entities and their skills to find 

innovative solutions as regards the provision of services. public (Borgonovi, Fattore, Longo, 2015). 

In our country, the expression project financing (or in Italian  "project finance") has been frequently 

used to define a particular form of PPP, at the base of which a concession contract for the construction 

and management of a public work is placed. or of public utility. Project financing in Italy has taken 

hold main ly in public utility works. In this sense, the promoters are called upon to submit a proposal 

to the public administration to finance, execute and manage a particular public work that has already 

been approved or will be approved within a short time. Howev er, there are differences between 
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ABSTRACT  

The decrease in public investment in recent decades, partly due to the lack of public spending 

needs, has generated growing interest in alternative financing models for public works and in 

forms of Public -Private Partnership (PPP) (Raganelli, 2017).  

The PPP represents one of the most important resources available to the PA for the financing, 

construction and management of infrastructures and / or the provision of services of public 

interest. It consists of a series of forms of cooperation between the public and private sectors, 

through which both parties have the opportunity to achieve the objectives they have set 

themselves, also guaranteeing - based on the analysis of the results achieved ex post - a better 

quality of services provided. The most common ty pe of PPP is the concession of public works, 

that is a contract for the design, construction and management of a public or public utility 

work that can be entrusted through traditional procedures (open and / or restricted) or 

through the innovative adminis trative procedure of Project Finance (Taronna, 2014). 

Keywords: Public Private Partnerships (PPPs), Accounting, auditing, accountability. 

1. THE PUBLIC-PRIVATE PARTNERSHIP  

The decrease in public investment in recent decades, partly due to the lack of public spending needs, 

has generated growing interest in alternative financing models for public works and in forms of 

Public-Private Partnership (PPP) (Raganelli, 2017).  

2. BUSINESS MODEL  

The PPP represents one of the most important resources available to the PA for the financing, 

construction and management of infrastructures and / or the provision of services of public interest. It 

consists of a series of forms of cooperation between the public and private sectors, through which both 

parties have the opportunity to achieve the objectives they have set themselves, also guaranteeing - 

based on the analysis of the results achieved ex post - a better quality of services provided. The most 

common type of PPP is the concession of public works, that is a contract for the design, construction 
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and management of a public or public utility work that can be entrusted through traditional 

procedures (open and / or restricted) or through the innovative administrative procedure of Project 

Finance (Taronna, 2014). 

According to  the Eurostat definition (Crivelli, 2011):  

- the Public Administration must be the main purchaser of the services that the work provides, 

whether this is done directly or whether it is done on behalf of third parties;  

- the contract must provide for the co nstruction of a new infrastructure or the renovation of an 

existing one. 

The second point represents the main difference between a PPP concession and a privatization. 

Privatizations concern the "sale" of an existing business from the public sector to the private sector, 

which should reorganize or improve it. The public sector, after the sale, loses control of the asset. In 

the context of PPPs, however, the business is created, financed and managed by the private sector but 

controlled by the public sector.  

Graph 1: Territorial comparisons: amount of PPP tenders surveyed in the period 2002 -2009 

Source: SIOP, Annual Report 2009 in "The financial instrument of the Public Private Partnership: state 

of the art in Italy" (2011) 

The collaboration between the public  and private sector can be considered as an "old novelty", as the 

doctrine began to study the private law activity of the PA already in the first half of the twentieth 

century (Fioritto, 2017). 
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In Italy the first project finance operations were carried out  following the liberalization of the 

electricity production market, outlined in the early nineties by law 9/91 and law 10/91. The trend of the 

operations activated in PPP was positive from 2002 to 2005, the year in which 25% of the overall value 

of public works was reached. In 2006 this trend reversed to 20 and then 15.4% in the first half of 2007 

(Crivelli, 2011). 

Graph 1 shows the size of the PPP market from 2002 to 2009 at regional level based on data from the 

2009 Annual Report of the Information System on the Opportunities of the Public Private Partnership 

(Crivelli, 2011).  

3. ITALIAN PPPS EXPERIENCES 

According to the European PPP Consultancy Center (EPEC), between 1749 and 2016, 1,749 (PPP) 

projects reached a financial closure on the EU PPP market, for a total value of 336 billion euros. Before 

the financial and economic crisis of 2008, the PPP market was in a phase of strong expansion in terms 

of volume; from 2008 onwards, however, the number of new PPP projects has decreased (European 

Court of Audito rs, 2018). 

The PPP is able to reconcile the protection of economic interests with the satisfaction of social needs. 

This feature makes PPP very useful in times of crisis. In fact, following the 2008 financial crisis, the 

PPP was conceived as "one of the antidotes to overcome market failures", as it can be used for "the 

construction of infrastructures and works of particular social utility, such as in the sectors of health 

and education ". The scope of operation of the PPP goes beyond social services; according to the data 

of the National Observatory on PPP, between 2002 and 2014, the transport sector is the one in which 

there was the greatest impact of PPP in economic terms; followed by the energy networks, 

environment and health sector. Furthermore, even if  in Italy, Lombardy is the region that contributes 

most to the formation of GDP and the one in which there is the greatest number of partnership 

operations, however there is no one-to-one correspondence between the wealth of the territory 

considered and the frequency of use of PPP. In fact, the statistical data show that one of the Italian 

regions in which the latter is most widespread is Campania. For this reason, the PPP could build a 

lever to be activated to try to reduce the gap that separates North and South in Italy in terms of 

growth and development (Fioritto, 2017). The most common manifestation of PPP is the contract 

"project-construction-financing -maintenance-management" (DBFMO, Design-Build -Finance-Maintain -

Operate). In this case, the individual i s entrusted with all the phases of the project, from design to 

construction, to operational management and maintenance of the infrastructure, including 

fundraising.  
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Graph 2: Scheme of a typical DBFMO PPP based on availability  

 

Source: European Court of Auditors in "Public -private partnerships in the EU: widespread 

shortcomings and limited benefits" (2018) 

Graph 2 contains a representation of the different phases of a DBFMO PPP, where the respective 

responsibilities of the public and private partners are indicated. After the completion of the 

construction phase, the public partner begins to pay the private part for the use of the service. The 

amount of the installments usually varies based on the availability of the infrastructure or the level of 

use of the infrastructure, to ensure that the required quality standards are met throughout the life of 

the project (European Court of Auditors, 2018). 

4. CONCLUSIONS  

In Italy the PPP has not spread as in other countries and the main problems that have hindered this 

diffusion are different (Crivelli, 2011):  

- the low competition in the private finance sector;  

- the non-bankability of the Concessions; 

- the incompleteness of the Contracts which implies a vague and uncertain allocation of risks; 

- the possibility for the private sector to renegotiate: often the PEF is revised to the detriment of the 

public who has no experience with PPP. 

The results therefore lead to: 
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- long times: both from the publication of the tender notice to the award of the Concession and from 

this to the financing;  

- high mortality rate for projects.  

The collaboration between the public and private sector has been the subject of attention at 

Community level since Directive 93/37 / EEC of the European Council of 14 June 1993 regarding the 

coordination of the procedures for the award of public works contracts for the specific themes of the 

realization of the infrastructure and subsequently, the management of public services with a gradual 

evolution. The notion of PPP involves a complex scheme of relationships between public authorities 

and private companies aimed at realizing infrastructure projects and providing public services 

(Antoniazzi, 2017). 

The source of the key principles of the PPP discipline are contained in the Green Paper on public 

priv ate partnerships and public law of contracts and concessions of the European Commission of 30 

April 2004 (Paradisi, 2017). 

The European Commission has clarified that the PPP consists of forms of cooperation between public 

and private entities that aim to g uarantee the financing, construction, management of a restructuring 

or maintenance of an infrastructure or the provision of a service. The main advantage that derives 

from the involvement of the private sector in the management of a public service is that the public 

body must not use its own resources in financing the operation of a public service (Antoniazzi, 2017).  

 

The use of PPP methods to carry out a project can alternatively allow (Gallia, 2008): 

- generate income through user revenues: in this way, the expected revenues from the realization of 

the projects allow the private sector to recover the investment costs for the duration of the concession; 

- request a public contribution: when it comes to initiatives where commercial user revenues are 

insuffic ient to generate sufficient economic returns; 

- request the direct supply of services to the private entity: in this case, the latter derives their 

remuneration only from payments made by the PA on a commercial basis.  

The 2004 Green Book identifies the distinctive elements of PPP contracts, especially the basic 

characteristics (Cori, 2007): 

- the relatively long duration of the collaboration between the public partner and the private partner 

on the various aspects of a project to be carried out; 

- the method of financing the project, guaranteed by the private sector; 

- the main role of the economic operator, who participates in the various phases of the project. The 

public partner focuses above all on the definition of the objectives to be achieved in terms of public 
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Fig. 1. Conceptual Framework. Source: authors. 

RESEARCH METHODOLOGY  

Based on the purpose of this study, a multiple case study research design (Yin, 2018) was seleted to 

answer the research question of this study: What are the perceptions, views, and opinions of subject 

matter experts about how and why machine learning might be used to support foreign market 

evaluation and selection decisions?  

This study uses a purposive and snowball sampling method (Yin, 2018). After conducting six 

semi-structured, in depth, online interviews, saturation was reached (Guest, Bunce, & Johnson, 2006). 

The case study firms are software development firms located in Paraguay and Brazil. They are 

involved in the development and the consultation of companies in the use of artificial intelligence to 

support decision -making processes. The subject-matter experts are chief technology officers (CTO) of 

these firms, having both an academic (= university degrees in computer science) background and 

practical experience (more than eight years) in the application of ML in decision -making processes. 

Data was collected through six semi-structured, in depth, online interviews with CTOs as 

subject matter experts and corporate documents about machine learning applications from their case 

study respective software firms as sources of evidence. Saturation was reached after six interviews. 

The semi-structured, in depth, online interviews were conducted in O ctober and November 2019 and 

lasted in average 47 minutes. The interview protocols were transcribed and member checking was 

used to guarantee credibility.  
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The data was analyzed manually using  a thematic analysis and critical event analysis 

approach (Yin, 2018). Data analysis revealed four themes to answer the research question (Halkias & 

Neubert, 2020). 

FINDINGS  

The following four themes emerged through the conducted thematic and critical -event analysis to 

answer the research question about the perceptions, views, and opinions of subject matter experts 

about how and why machine learning might be used to support foreign market evaluation and 

selection decisions. 

Theme 1: The usage of ML to support market evaluation and selection decisions has the 

potential to improve quality and efficiency of decision -making processes of international managers. 

After a careful explanation of the concepts of market evaluation and market selection (Neubert, 2013), 

the subject-matter experts agreed that it is possible to develop a machine-learning algorithm that 

supports market evaluation and selection decisions, assuming that they have a significant amount of 

data related to the topic. The majority of the subject-matter experts stated that the quality of the 

market evaluation and selection decisions can be improved when the data for the training of the 

algorithm consists of multiple variables and foreign markets, because the possible combinations of 

variables to predict market attractiveness grows exponentially as more  relevant variables are added. 

One subject-matter expert added that combinations of variables can be missed if the task is performed 

by humans, who also would take considerable amounts of time in analysing datasets with 

multidimensionality.  

The efficiency of foreign market evaluation and selection might also be influenced according to 

the subject-matter experts. The subject-matter experts mentioned several factors, which might 

influence efficiency: on-demand availability of data, results, and regular updat es to verify or to update 

prior decisions, time savings to prepare decisions, coverage of a higher number of variables and 

foreign markets. Thus, the findings suggest that the usage of ML to support market evaluation and 

selection has the potential to improve quality and efficiency of decision -making processes. 

Theme 2: Data availability is a key factor of ML to support market evaluation and selection 

decisions. All subject -matter experts stated that they would recommend small and medium -sized 

enterprises to use machine learning to support market evaluation and selection decisions. Two of the 

participants said that they would not consider company size as a relevant factor to implement ML. 

They all stressed the importance of data availability. ML algorithms t end to increase in their accuracy 

with more data. Nevertheless, one participant stated that thanks to technological tools data collection 
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frameworks for organi zations, it is currently struggling with new organizational entities that cannot 

exactly be categorized as merely belonging to either the for-profit or the nonprofit sector.  

 These preliminary thoughts demonstrate the existing dichotomy applied to the understanding 

of organizations and the resulting limitations of the available categories to encompass a growing 

organizational diversity. This dichotomous approach fails to approp riately describe organizations 

created by persons that use entrepreneurial principles to organize, create, and manage ventures 

oriented towards achieving a desired social change, without sacrificing economic goals (Defourny, 

2001). Overcoming this dichotomy requires solving diverse problems. On an epistemological level, it 

requires rethinking how organizational entities are understood and evaluating the suitability of the 

categories that are used to describe organizational reality. On a legal level, it becomes necessary to 

develop a framework that treats organizations that do not fit into the existing organizational forms 

appropriately. On a managerial level, management practice, education, and research must be 

redesigned to better suit increasing organizational diversity and embrace its complexity. Finally, from a 

business ethics perspective, the role of profit in organizations has to be further discussed enlarging 

previous research (e.g. Vranceanu, 2014), because it has become one ontological determinant of 

organizations.  

 The objective of this article thus is threefold. It first seeks to review the existing literature 

concerning the juxtaposition of nonprofit versus for -profit organizations. Second, approaches for 

overcoming the deficits resulting from thi s dichotomy are examined. This serves as a basis for 

developing the concept of metaprofit as a new possible alternative to explain the complex 

phenomenology that unites for -profit and nonprofit characteristics of organizations and thus takes into 

account their hybrid nature. Accordingly, we initially present the for -profit/nonprofit dichotomy, 

before we go on to discuss definitions and concepts that have attempted to grasp organizational 

diversity. Finally, we present the idea of metaprofit as a fruitful al ternative to overcome the conceptual 

and practical weaknesses resulting from the assumed dichotomy. We explain how metaprofit can 

enrich and improve management, but also elaborate on the managerial and cognitive implications it 

entails. 

THE FOR-PROFIT/NONP ROFIT DICHOTOMY  

The practical need for a kind of taxonomy of organizations emerged from the necessity to find a legal 

framework applicable to a variety of organizations and their activities in society, primarily for reasons 

of taxation (Hall, 2006; Weisbrod, 1988). This process aimed at granting certain benefits to organizations 

with a social purpose. There was a ubiquitous need to find a criterion to differentiate between 

organizations with different purposes, and the easiest and foremost criterion used to  this end during 
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intrinsic motivations for tradit ional and new kinds of organizations has been increasingly evidenced 

(Bruni and Smerilli, 2014; Frey, 1994; Miller et al., 2012; Ryan and Deci, 2000, Smerilli, 2013).  

The role of intrinsic motivations for organizations is crucial. As Bruni and Smerilli (2 009) documented, 

a core group of intrinsically motivated persons is needed to run for example a values -based 

organization; the survival of the organization and, in particular, its maintenance depends on a critical 

mass of intrinsically motivated persons in side the organization. Once the critical mass of intrinsically 

motivated persons diminishes, the risk of mission drift increases, and the survival of the organization 

in the long term is questionable. 

At an organizational level 

At an organizational level, the notion of metaprofit introduces a teleological shift into the relationship 

between profit and organization. While it still considers making profit as a relevant objective, 

metaprofit proposes a shift in attention from profit  as the main goal, towards the purposes that 

organizations pursue using profit. It is important to clarify here that the metaprofit approach does not 

consider organizational purposes as univocal, as it is usually proposed; moreover, a realistic approach 

towards organizations clarifies that the main organizational purpose is the result of multiple ends, and 

therefore, the methodological reduction of the aim of an organization towards a profit -seeking goal can 

work as a hypothetical assumption, but not necessarily as a real one. As Ghoshal (2005) remarked, 

social sciences theories can also finally influence how we understand and consider reality, and in some 

cases, the for-profit/nonprofit dichotomy results in shaping a distorted understanding of the 

organizational realm.  

The concept of metaprofit, therefore, allows a broad and composite view of the ontology of 

organizations as a complex relational system of goals. This dichotomy is superseded by repositioning 

profit within the ambit of a broad and varied syst em of interrelated ends. It participates in the creation 

of an organizational system and satisfies the needs of its stakeholders. In other words, if the goal of 

organizations is considered beyond profit, responsible and sustainable management could not be 

considered as a managerial constraint any longer, but as a part of the normal management practice.  

At a societal level 

At a societal level, the notion of metaprofit suggests that while legal frameworks depend on regional, 

national, and country legislation , the need to rethink organizational frameworks of understanding and 

legislating organizations is a global one. Several problems that affect our world today remain unsolved 

because they have a global dimension, and the traditional entities oriented to solve these problems are 

not sufficient. The notion of metaprofit refers to a phenomenon that transcends a reduced group of 

organizations; moreover, it emphasizes the need to rethink capitalism. In recent years, academia has 
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companies, while general info (e.g. year of constitution) was gathered through secondary sources, 

namely the Chamber of Commerce. We also collected data about the age of the respondents, to have a 

well distributed panel (Table 1).  

Age Numerousness Share 

Less than 30 yo 10 10% 

Between 31 and 45 yo 42 42% 

Between 46 and 60 yo 37 37% 

Older than 61 11 11% 

Table 7. Age of interviewed (source: Authors) 

Measures 

Dependent Variable. Willingness to Pay (WTP) comes from a direct question asked to the interviewed 

owners/managers/employees. The question concerned their WTP in case the proposed app would have 

included all the features individuated as relevant. The options went from none (i.e. I will only us e the 

app if free, I am not WTP for such app) to high (I would pay a significant amount for using such app).  

Independent Variables. The Relational feature comprises: (1) Social network appearance, operationalised 

asking firms if they considered relevant an  appearance similar to instant message or other social 

network apps; and (2) interaction text, based on the importance of sending and receiving text messages. 

The Technological feature comprises: (1) expert contact, operationalised asking firms if they wan ted the 

app to implement a function allowing them to get in touch with an expert from remote; (2) previous 

operations, hence the value assigned to the possibility to use big data and cloud to access information 

from similar interventions already made; (3) augmented reality, operationalised asking firms if they 

wanted the app to have an AR option to visualise directly in the smartphone screen all the information 

needed pinned to each part of the machine/instrument for which the maintenance is needed, simply 

using the smartphone camera. 

Furthermore, we control for the size of the company using its natural logarithm.  

FINDINGS  

To investigate the WTP for technology adoption of an augmented maintenance service, we employed a 

linear regression analysis. Table 2 show the results. 
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Figure 1. The study area: The location and map of the regional unit of Drama (source: Google Maps) 

Nonetheless, the regional administrative authority declared 2017 as the year of tourism, thereby 

recognizing the great potential for tourism development in the region. One of the landmarks for setting 

the ground of tourism development in Drama could be the annual event of Drama International Short 

Film Festival (DISFF) which has been held Drama for the last 43 years. The festival, except for its 

cultural and artistic context, is also oriented towards the promotion of local cultural and natural assets 

as well as local products. It should be noted that the film festival attra cts numerous visitors from 

Greece and abroad. 

Drama International Short Film Festival  

The international short film festival of Drama was launched in 1978 on the initiative of the Drama Film 

Club and, in mid 1980s, it was placed under the auspices of the Municipality of Drama. The event is 

held every September and aims at the promotion and dissemination of cinema through Greek and 

internationally produced short films (DISFF, 2020).  

It is worth noting that according to Georgoula (2018) the festival hosts about 10,000 visitors from 40 

countries every year. Indisputably, the city of Drama has benefited greatly from the festival especially 

in terms of infrastructural improvement which in turn provides a satisfactory experience to visitors.  

The festival was widely acknowledged by the public in mid 1980s, when it was established as a cultural 

institution. In August 1996, the Ministry of Culture recognizing the importance of the festival along 

with its growing international prestige included the festival in the Net work of National Cultural Cities. 

The inclusion resulted in the participation of the festival in a cultural network of Panhellenic scope as 

well as the regular funding from the Ministry of Culture and the Municipality of Drama. Moreover, 
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In the next stage of the analysis, and in order to identify the types of visitors who attend the festival, 

Cluster Analysis was carried out. Again, the factorial degrees that resulted from the Categorical 

Principal Components Analysis, which was previously conducted, were used as dependent variables. 

The analysis gave four types of visitors: Festival 1, Festival 2 Festival 3 and Festival 4 (Figure 3). 

  Type of festival visitors in Drama  

 1 2 3 4 

Dimension 1 0.47 -0.62 1.14 -1.13 

Dimension 2 4.24 -0.38 -0.11 1.23 

Number of subjects 13 255 182 50 

Table 4. Cluster centers for each type of festival visitors  

 

Figure 3. Identification of the types of festival visitors in the two-dimensional space 

The identification of types reveals a significant differentiation among the four visitor types:  

- Festival 1: This visitor type consists mainly of visitors aged between 41-50 years, who hold a 

technical school degree, have one child and are mainly occupied as freelancers. These visitors 

expressed a moderate satisfaction with visiting Drama but acknowledged to a high extent the 

particular cultural character of the region.  

- Festival 2: This visitor type involves mainly male visitors, who are married and aged between 

18-30 years. In terms of their educational level, most are high school or university graduates, 

and, as for their occupation, they are employed in the private sector or are pensioners. These 

visitors were dissatisfied with the visit in the RUD but evaluated moderately the cultural 

character of the area. 

- Festival 3: Type 3 consists mostly of women aged between 18-30 whose education level ranges 

up to secondary school. In terms of their family status, most of these visitors are divorced or 
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Covariates 
Log 
likelihood  

LR chi2 P> chi2 
Hazard 
Ratio 

Std 
Err 

Coo. 
Likelihood  

R2 (%) z P > z Notes 

Firm 

ncbpre -7309.06 6.80 0.0091 1.6561 0.2806 0.6561 0.36% 2.98 0.0030 
 

cd_p -7310.45 4.02 0.0449 0.9029 0.0471 -0.0971 0.22% -1.96 0.0500 
 

Inter -Firm 

nfco -7306.76 11.41 0.0007 1.0536 0.0157 0.0536 5.36% 3.52 0.0000 
 

Industry  

time_lag 
          

car -826.15 260.66 0.0000 0.9979 0.0007 -0.0021 63.70% -3.11 0.0020 
 

airlines -1061.51 221.59 0.0000 0.9984 0.0003 -0.0016 48.79% -4.83 0.0000 
 

telephone -1960.02 114.92 0.0000 0.9986 0.0004 -0.0014 22.17% -3.07 0.0000 
 

banking -585.82 98.20 0.0000 0.9984 0.0005 -0.0016 37.06% -3.22 0.0010 
 

software -1967.32 107.80 0.0000 0.9986 0.0004 -0.0014 16.10% -3.55 0.0000 
 

ncoind           

Car -947.89 17.18 0.0000 1.0029 0.0007 0.0029 0.29% 4.11 0.0000  

airlines -1171.05 2.51 0.1134 1.0009 0.0006 0.0009 0.65% 0.12 0.1150 
not 
significant  

telephone -763.31 0.34 0.5592 0.9986 0.0004 -0.0014 0.12% -0.59 0.5580 
not 
significant  

banking  -634.43 0.99 0.3202 0.9984 0.0012 -0.0016 0.41% -1.00 0.3180 
not 
significant  

software -1977.37 87.70 0.0000 1.0024 0.0003 0.0024 13.19% 3.65 0.0000  

Table 5. Hypothesis Testing 

At the firm level analysis, the relationships between the occurrence of coopetition and the number of 

prior collaborative agreements (ncbpre) (H1) and between the cultural distance of parent firms (cd_p) 

(H2) are significant. The strength of variable of number of prior collaborative agreement (ncbpre) to 

explain the likelihood  of the occurrence of coopetition is only 0.36%. Cultural distance of parent firms 

(cd_p) only puts influence at 0.22% on the likelihood of the occurrence of coopetition. In terms of 

cultural distance of parent firms (cd_p), Chinese firms are the most determined to choose Chinese 

partners in coopetitive agreements (Table 6). Out of 673 Chinese firms, 643 establish coopetition with 

their fellow Chinese firms (indicated by the cd_p = 0). The mean and std deviation for cd_p 

respectively are 0.28 and 0.61. Default value for the variable is 0, meaning no difference in cultural 

distance. 

Country  
censored uncensored 

cd_p= 0 cd_p>0 total  cd_p= 0 cd_p>0 total  

China 18 9 27 643 30 673 

Japan 4 5 9 39 34 73 

US 4 5 9 13 20 33 

Others (78 countries) 66 44 110 240 114 354 

  total  155 total  1133 

Table 6. Cultural Distance 












































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































