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INTRODUCTION

Chapters published in Recent Developments in Asian Economics were presented at 
four conferences in Asia and Australia: (1) the SIBR 2020 Sydney Conference on 
Interdisciplinary Business and Economic Research, which was held on January 
10–11, 2020 in Sydney, Australia; (2) the 5th Indonesian Finance Association 
Conference 2019 in Manado, Indonesia; (3) the 1st International Doctoral 
Colloquium on Business and Economics 2019 in Surakarta, Indonesia; and (4) the 
5th Sebelas Maret International Conference on Business, Economics and Social 
Sciences 2018 in Bali, Indonesia.

Contributors to Recent Developments in Asian Economics deal with the 
latest economic and financial developments in Asia. Chapters present an 
array of topics, ranging from the online market’s impact on Indonesia’s social 
welfare to the positive effects of sustainable management practices, strategic 
orientation, and organizational culture on the triple bottom line performance 
of large manufacturing companies in the Philippines. University type, rather 
than the provision of sustainability-related subjects, is found to be a significant 
determinant of students’ green perceptions.

In other chapters, contributors focus on the Indian financial system, inflation 
targeting in emerging economies, the impact of economic policy uncertainty on 
foreign direct investment inflows in India, and the trend and sources of inefficiency 
in the Indonesian construction sector input–output table approach. A fixed-
effects multiple regression was used to investigate how re-election influences the 
effect of local government spending on financial performance and to investigate 
a newly proposed human capital management accounting approach, integrating 
finance, accounting, human resources, and operations management disciplines.

Other chapters in Recent Developments in Asian Economics contain empirical 
studies in public governance and in financial economics, including financial mar-
kets, corporate finance, and financial institutions. The papers on financial markets 
discuss the impact of institutional quality on stock markets, herding behavior in 
the capital markets, private information about extreme price movement, mod-
eling exchange market pressure, and the effect of equity market timing on firm 
capital structure. Two papers on corporate finance stress the relationship between 
disclosure, information asymmetry, and the cost of equity capital, and explore 
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the dynamic impacts of financial determinants and ownership concentration on 
firm survival. Three papers on financial institutions empirically study the effects 
of sharia disclosure and sharia supervisory boards on Islamic banks’ soundness, 
the link between green banking and bank performance, and the financial impact 
of technology on bank risk.

Two other papers are on public governance. The first one discusses the 
implementation of human capital disclosure on the financial statements of local 
financial governments. In contrast, the second paper focuses on discretionary 
spending as an opportunistic motive to win a local election. Consumption and 
satisfaction of Chinese rural residents are also analyzed in Recent Developments 
in Asian Economics.

William A. Barnett
Bruno S. Sergi
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CHAPTER 1

THE IMPACT OF ONLINE MARKET 
TOWARD SOCIAL WELFARE 
ON FOURTH INDUSTRIAL 
REVOLUTION ERA: A CASE AT 
BULAN TERANG UTAMA ONLINE 
MARKET MALANG*

Ermita Yusida, Vika Annisa Qurrata,  
Vidya Purnamasari and Wen-Chi Huang

ABSTRACT
Internet technology and social media especially from mobile social commerce 
are known to have lavish impacts on the economic development. The purpose 
of this study was to identify the impact of the online market on the level of 
social welfare of online market traders which is proxies by the level of income. 
Bulan Terang Utama (BTU) area was used as an object in this study due 
to the fact that it is a subsidized housing area with a level of middle-income 
community income. The method used in this study was a quantitative method 
using the analysis of three-stage least square (3SLS). The results of the 3SLS 
estimation indicate that there was a significant increase in online seller income 
with the presence of the BTU online market. This situation happened by the fact 
that many buyers switch to sellers after they join the BTU Online Market. They 
began as a buyer and then offered their merchandise through the online market 
and became a permanent seller in this group. When many residents in these 
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areas are using online markets as their primary place for selling, there will be 
need for strong connectivity (internet network) in each region to develop current 
economic activities. Furthermore, the government rule in enhancing technology 
literacy is also very important especially for the middle to lower regions.

Keywords: Online market; mobile social commerce; three-stage least square; 
social welfare; digital economy; economic development

JEL Classifications: O33; I31; C31; O1

INTRODUCTION
Technological sophistication seems to develop more rapidly along with the devel-
oping era. This is what brings us to The Fourth Industrial Revolution (Industry 
4.0) based on the use of cyber physical systems or often referred to as comput-
ing systems. Industry 4.0 concept is considerably known as the development of 
digital-based or internet-based businesses. In recent years, the internet has become 
an indispensable information technology tool (Racolta-Paina & Luca, 2010). 
Advances in internet technology have facilitated the growth of home shopping 
through the internet (Lumpkin & Hawes, 1985). The internet has produced new 
forms of creation in businesses based on the internet or e-commerce. Kotler and 
Keller (2013) define e-commerce as a company or shopping site that offers a pro-
cess for selling products and services online. Nowadays e-commerce is more than 
just buying and selling products online. E-commerce covers the entire process 
from the development, marketing, sales, delivery, service and payment of custom-
ers with the support of a network of business partners throughout the world.

The development of e-commerce has encouraged the evolution of e-commerce 
forms and models. In the past, consumers could only make transactions through 
related retailer websites, such as Amazon or e-bay, while the current trend is that 
consumers are greatly facilitated to transact through wide-spread marketplaces, 
also through social media and instant messaging (e.g., WhatsApp). The develop-
ment of this transaction model is termed by Kucukcay and Benyoucef (2014) into 
mobile social commerce or a series of e-commerce activities carried out in cellu-
lar telephones. This technological change has been packaged in such a way that 
makes it easy for consumers to carry on transactions directly both with producers 
and intermediaries.

The potential for business growth in Indonesia is estimated to be quite large in 
line with the increasing use of the internet. Based on data from Bolton Consulting 
Group in 2013, the middle class in Indonesia who shop through e-commerce has 
reached 74 million people and is predicted to continue to increase in 2020 to 141 
million people or around 54% of the total population in Indonesia. Considering 
this data, it is clear and certain that the potential of the e-commerce market in 
Indonesia is considerable. Kostini and Raharja (2019) find that as long as entre-
preneur using perfect formula of financial strategies in their business, it will boost 
their business income and encourage the economic growth.
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This phenomenon is certainly an attraction for lower middle class entrepreneurs, 
especially for new comers. Like the people living in Malang Bulan Terang Utama 
(BTU) subsidized housing, they are working in groups to try to build businesses 
by marketing e-commerce systems. Simply, they use instant messaging in the form 
of WhatsApp to market the sales of BTU residents. In WhatsApp they make a 
group of sellers and buyers. The specialty of the group is free shipping for the 
people of the BTU region. However, for buyers outside BTU there will be a ship-
ping fee. From this group, it seems to provide significant results and of course also 
facilitate the surrounding community.

Up to now the group was called “BTU Online Market.” The BTU Online 
Marketplace was founded on a shared sense of fate. The average community 
in BTU housing is a lower middle class with below average work and income.  
In addition, some people are also young couples who are trying to run a new 
business. These new entrepreneurs are trying to take advantage of their produc-
tivity. On the other hand, the location of BTU subsidized housing is far from the 
main road so it is quite difficult to find food, goods or other services. So, an idea 
emerged to create a BTU Online Marketplace.

In this research, we will explore more deeply the impact of the BTU online 
market toward the level of social welfare. With the background of the lower 
middle class, of course, the existence of an online market by prioritizing this 
technology must be proven in its ability to change and increase the income of BTU 
subsidized housing communities in Malang. If  this online market has a positive 
impact on people’s income, then the expansion of other forms of e-commerce will 
be carried out to improve the social welfare in the long term and be sustainable. 
Therefore, the purpose of this study is to identify the impact of the BTU online 
market toward the level of social welfare.

LITERATURE REVIEW
Social Commerce

Social media platforms are places where people look for product recommendations 
and to connect with many consumers who are brand-focused, so it makes sense 
that social media can take off. Technavio estimates that annual trade income 
through social media will exceed $165 billion by 2021. The rapid growth of 
e-commerce combined with the popularity of online social networking has had a 
huge impact on the global economy. This impact in particular is a change in con-
sumer spending behavior and a new type of e-commerce called social commerce 
that is currently emerging (Shanmugam, Sunb, Amidi, Khani, & Khani, 2016). 
Social commerce adds e-commerce functions to social networks. Thus, it helps 
people to buy goods and services from places where they are already connected 
(Shanmugam et al., 2016; Zhou, Zhang, & Zimmermann, 2013).

Zwass (2010) states that e-commerce has been described as an ease in sharing 
business information, maintaining business relationships, and conducting busi-
ness transactions through telecommunications networks. So, from this point of 
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view it seems that e-commerce contains a wider range of business activities, such 
as marketing rather than just buying and selling online.

This is different from social commerce which refers more to e-commerce activi-
ties and transactions through the social media environment, so that most of it is 
done on social networks and uses Web 2.0 software. Social commerce is a part of 
e-commerce that involves the use of social media to assist in e-commerce trans-
actions and activities (Turban, Bolloju, & Liang, 2011). With social commerce, 
it will be possible to run a business that can reach customers globally and build 
good relationships with them (Park & Kim, 2003; Turban et al., 2011).

Social Welfare in Digital Economy

In the economy, social welfare is often measured as income owned by households 
compared to demographic composition and family size. On the other hand, there 
are other standard calculations where welfare is calculated through the treatment 
of consumer demand (Ravallion & Lokshin, 2006). There are many indicators 
that can be used to measure household welfare, among others by considering the 
cost of living, income, education, level of happiness, job satisfaction and others. 
In this study, indicators used to measure the level of welfare include business 
income and turnover obtained by online merchants.

Katz (2017) states that economic digitalization has an impact on socioeco-
nomic conditions. The development of computing, broadband and cellular tel-
ephone networks has an impact on the growth of the industrial sector, even this 
development raises new competitors namely the growth of the traditional eco-
nomic sector. So, the development of traditional economy that is played in the 
household economy is faster than the industry. This has an impact on household 
income growth and social facilities (access to information, government services 
and other services). The development of digitalization can be beneficial for people 
who have little capital to run a business. This is because with technology the lower 
class does not have to open a store to sell their goods. The house as a place of 
business is enough (Katz, Avila, & Meille, 2010; Nicoletti & Scarpetta, 2005). The 
using of digital economy especially online platform in social commerce proven to 
be increased year by year and it creates bigger effect of social presence of buyer 
which leads economic growth (Khwaja, Jusoh, & Nor, 2019).

Industri 4.0 Era

Industry 4.0 is an industrial concept that combines automation technology 
with cyber technology. Industry 4.0 is embedding a revolution where intelligent 
technology is not only connected to great companies, but also connected to daily 
life. With the Industry 4.0 there will be many conveniences in digitizing data both 
in product offerings and purchases (Grieco et al., 2017; Witkowski, 2017).

Vasin, Gamidullaeva, Shkarupeta, Palatkin, and Vasina (2018) stated that the 
acceleration of information systems and communication technology in Industry 
4.0 had an impact on economic development. Industry 4.0 has the potential in 
economic development because this era has the power in the flexibility of com-
munication systems and big data. The development of cyber technology causes 
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economic activities more effective and efficient, so it has the potential for new 
economic activities (Piercy & Rich, 2009).

METHODOLOGY
Data Source

This research is a quantitative study using primary data in the form of a cross 
section. In this study, the time period is before the BTU online market and after 
the BTU online market in 2017. The primary survey was conducted in 2019.

Data Analysis
The method used in this study is a three-stage least square (3SLS) analysis using 
simultaneous equations that aims to determine the impact of the online market 
on the level of welfare of traders.

Reviewed from the initial purpose of the study is to analyze this research data 
using simultaneous equations. The use of the 3SLS method in this study is intended 
to determine how the influence of the online market on the level of traders’ welfare.

Analysis Method of 3SLS

3SLS is a method that is applied to all equations in the model at the same time and 
provides an estimate for all parameters simultaneously. This method was developed 
by Theil and Zellner following on from two-stage least square (2SLS). 2SLS is a 
method of estimating a single equation, so that it includes the limited information 
method. The 3SLS method can be used to estimate simultaneous equations.

The method used in this analysis is two stages. The first stage uses simultane-
ous equations that are solved by 3SLS. This stage is to answer the influence of the 
online market on the level of traders’ welfare.

Based on the theory explained in the previous chapter, where the online market 
will affect turnover and profits, the simultaneous equation in the first stage can be 
written on the simultaneous model as follows:

Equation 1: Turnover equation

	 Y U JK JU P POln         ln ln     ln      1 2   3  4 iα β β β β ε= + + + + + + 	

Y, trader benefits; U, age of trader; JK, trader’s gender; JU type of merchant 
business; P, price of merchandise; PO, absolute dummy variable; value 1, 
application of BTU Online Market; value 0, before the existence of BTU Online 
Market; ε, error.

Equation 2. Profit equation

	 P Q A M POln       ln      ln     ln  1 2  3 iα β β β ε= + + + + + 	

P, trader price; Q, merchandise quantity; A, business area; M, business capital; 
PO, absolute dummy variable; value 1, application of BTU Online Market; value 0, 
before the existence of BTU Online Market; ε, error.
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Both of these equations are solved simultaneously since profits and turnover 
are very closely related.

Definition of Variable Operations

The variables used in this study are three main variables, namely: dependent, 
control variable/independent, and dummy.

Dependent Variable
This variable consists of merchant welfare measured by business profits.

a.	 Turnover (Y), is the number of sales of BTU Online Market traders.
b.	 The profit (Pf) is the turnover reduced by the production costs of BTU Online 

Market traders.

Control/Independent Variable
This variable consists of:

a.	 Age (U) is the age of BTU Online Market traders.
b.	 Gender (JK) is the gender of BTU Online Market traders.
c.	 Business type (JU) is any type of business traded on the BTU Online Market, 

these data are used Likert scale, where 1 = food and beverage business, 2 = 
non-food and beverage business, 3 = transportation services and 4 = non-
transportation services.

d.	 Item price (P) is the average price of goods sold by merchants in the BTU 
Online Market.

e.	 Business area (A) is the marketing distance of consumers who often buy at 
BTU Online Market traders.

f.	 Business capital (M) is the capital of the BTU Online market trader when 
opening their business.

Dummy PO Variable
This dummy variable is to illustrate the difference in the impact of merchant 
welfare before the formation of the BTU Online Market (0) and after the 
formation of the BTU Online Market (1). The formation of the BTU Online 
Market begins in 2017.

RESULT AND DISCUSSION
The people who live in the BTU subsidized housing are the people with the 
majority of low income, where the majority of people are young families who 
have children under five years old. Eighty-five percent of women in this hous-
ing are housewives who have no income. However, with the BTU Online Market 
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