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25 Evaluation of The Impact of ... / Mohammad Khezri and colleagues

Introduction

Corruption is a pervasive issue that undermines the integrity and stability of financial systems
worldwide. In the context of developing economies like Iran, the impact of corruption is more
pronounced, significantly affecting various sectors, including banks. The banking system is a
vital pillar of any economy, facilitating transactions, providing credit, and fostering investment.
However, when corruption infiltrates this sector, it can lead to inefficiencies, increased risks, and
reduced profitability, ultimately destabilizing the broader economic outlook. Iran has faced
numerous challenges, including economic sanctions, political instability, and a complex
regulatory environment. These factors have made the country particularly vulnerable to corrupt
practices, which can manifest in various forms such as bribery, embezzlement, and regulatory
capture. As the banking system grapples with these challenges, it is essential to assess how
corruption impacts its profitability and operational effectiveness. This research aims to evaluate
the specific mechanisms through which corruption affects the profitability and efficiency of
Iranian banks. The central hypothesis is that corruption has a negative and significant impact on
the return on assets (ROA) and return on equity (ROE) of banks. The study employs the
Financial System Health Index as a methodological framework, integrating various indicators of
financial stability, operational efficiency, and governance to provide a comprehensive analysis.
Via this index, the research seeks to offer a clear understanding of the complex interrelationships
between corruption and financial performance, thereby indicating the importance of effective
oversight and regulatory reforms to mitigate the detrimental effects of corruption on the banking
sector in Iran.

Research methodology

This research employs econometric analysis to investigate the relationship between bank
profitability and corruption. After identifying relevant factors, measurable internal and external
factors with available data are used to estimate their impact through a regression model. Internal
factors include bank size, credit risk, bank liquidity, bank capital size, and cost-to-income ratio.
The study covers a ten-year period (2012-2022) for banks in Iran. The study uses the System
Generalized Method of Moments (SGMM) for regression model estimation, considering lagged
dependent variables and addressing endogeneity, unobserved heterogeneity, and serial
correlation. Bank profitability is proxied by Return on Assets (ROA). Data from 21 banks listed
on the stock exchange were used, employing an unbalanced panel data model and SGMM with
EViews and statall software.

Findings

The aim of this study is to assess the impact of corruption on the profitability of the Iranian
banking system over a 10-year period from 2012 to 2022. Using available data and figures, the
analysis was conducted, with model coefficients estimated and hypothesis tested using Eviews
software. The dependent variable is bank profitability (YY), and the independent variables include
bank size (X2), bank liquidity (X5), credit risk (X6), and cost-to-income ratio (X7). Bank size
refers to the scale and scope of banks and can significantly impact profitability. Bank liquidity
indicates the amount of liquid assets available in banks, which can help performance during
crises. Credit risk measures the risk associated with loans and credits, potentially affecting
profitability. The cost-to-income ratio reflects cost management, with lower ratios indicating
better cost management and higher profitability. These variables help analyze and evaluate the
various impacts on bank profitability. The Corruption Perception Index (CPI) is used to measure
corruption levels, correlating with the financial health and profitability of banks. Descriptive
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67 Investigating The Appropriate « Seyed Abdullah Sajjadi and colleagues

Introduction

The issues related to knowledge management and its proper application in organizations have
raised numerous questions in the minds of scholars in this field. Since one of the most important
factors for the success of knowledge management is the existence of an appropriate organizational
structure compatible with knowledge management, the issue of an organizational structure
compatible with knowledge management that can simultaneously cover business and knowledge
management strategies has become doubly important.

Organizational structure can encourage or hinder the success of the knowledge creation process.
In order for organizations to be able to manage knowledge effectively, they must have an
appropriate structure. The degree of concentration, formality, the way information flows between
units, the status of the organization's confidential documents, etc. are important structural factors
whose status and characteristics directly affect the creation, transfer, storage, and application of
knowledge in the organization. Today, organizational structure has become a vital factor in the
success of the organization's knowledge creation process. Although traditional hierarchical
structures enable the transfer of knowledge through the chain of command, they prevent the
transfer of knowledge at the horizontal level of the organization and between functional units.
That is why, from the perspective of experts, creating an appropriate and flexible organizational
structure with few hierarchical levels and communication is considered a prerequisite for the
success of the knowledge creation process in organizations. The widespread changes in the
knowledge-based economy and the need for organizations to adapt to these developments have led
to the development of structures in which the processes of creating, preserving, transferring, and
applying knowledge can easily take place. These structures differ from traditional structures in
various aspects. The root of these differences can be sought in their different goals, because the
former seeks control and freedom from uncertainty, and the latter seeks flexibility, creativity, and
knowledge creation. In addition, the former operates in a static and stable environment, while the
latter operates in a more turbulent and unstable context. Therefore, effective knowledge
management in an organization requires that its structure has certain characteristics.

Theoretical foundation

Knowledge management is one of the newest and most key management topics. In fact, knowledge
management is considered a response to the increasing changes in the environment surrounding
current institutions. Change in management practices is necessary and inevitable. All types of
businesses need to effectively implement a knowledge management strategy in order to survive
and develop themselves and adapt to changes in the competitive environment (Ramalou Marquez
etal., 2019).

Cho (2015) defined strategic knowledge management as a framework for applying structures and
processes at the individual, group, and organizational levels so that the organization can learn from
what it knows and, if necessary, acquire new knowledge to create value for its customers and
stakeholders. Such a management framework integrates people, processes, and technology for
sustainable performance development (Cho, 2015). In this regard, a strategic and strategic view of
knowledge management is very important (Neely et al., 2018). Many organizations use knowledge
management as a key strategy to achieve competitive advantage. Since the early 2000s, knowledge
management has become a critical factor in increasing productivity and effectiveness (DeLong and
Fahy, 2010). Knowledge management can have important strategic outcomes for organizations,
such as improving competitive position, increasing productivity, improving organizational agility,
maximizing intellectual capital, increasing customer loyalty, improving organizational innovation,
improving operational effectiveness, and increasing company stock value (Hislop et al., 2018).
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Therefore, the ability to manage this knowledge has become a very important skill to ensure and
support organizational success and maintain survival in the new knowledge-based economy
(Singh, 2018).

Research Method

This research is considered a descriptive-correlational research in terms of data collection and is
applied in terms of purpose. The statistical population of this research includes 1376 employees of
the New Economic Bank of Iran, from which a sample of 285 was selected using the Morgan table.
The data collection tool is a researcher-made questionnaire that was used to compile the
questionnaire from the review and study of several questionnaires and similar research that had
been conducted previously. The aforementioned questionnaire was compiled based on the
objectives and hypotheses of the research in the form of 6 dimensions and 36 items and based on
an ordinal scale and a five-point Likert spectrum. The validity of this questionnaire was confirmed
by the formal method according to the opinions of professors and experts in this field and then by
the factor analysis method and was calculated to measure the reliability of Cronbach'’s alpha. The
Cronbach's alpha coefficient shows that the dimensions of the questionnaire have reliability
coefficients greater than 0.7, so it can be said that the questionnaire has appropriate validity and
reliability. SPSS and Smart PLS software were used to analyze the data.

Research Findings

The research model has been examined and tested using structural equations and a partial least
squares approach. Initially, the external model of the research was conducted to examine the factor
loadings and, in fact, confirmatory factor analysis of the research constructs.

The results of the confirmatory factor analysis and factor loadings show that the research questions
have appropriate validity. Considering that the factor loadings of all questions are greater than 0.4,
we conclude that the data collection tools have appropriate construct validity.

Hypothesis Testing

The following is the structural model of the research along with the significant coefficients This
model is used to examine and test the research hypotheses.

The results of the hypothesis testing in Table (1) show that the significance coefficient for team
orientation and team rewards in the organization is 6.061, which is outside the range of (+1.96 to
-1.96). Based on the P values (less than 5 percent) or T values (greater than 1.96), it can be said
with 99% confidence that hypothesis 00 is rejected and hypothesis ‘01 is confirmed. Now we turn
to the intensity and direction of the effect, which is determined by the path coefficient or beta. The
standardized path coefficient between these two variables shows that the intensity and direction of
the effect of team-centeredness and team rewards in the organization on the use and development
of knowledge in the New Economy Bank is reported to be 0.204. Considering that the beta is
positive and the degree of influence is direct, we conclude that team-centeredness and team
rewards in the organization have a positive and significant effect on the use and development of
knowledge in the New Economy Bank.

Also, the significance coefficient for the formality-centralization dimensions of the organizational
structure is 4.686, which is outside the range of (+1.96 to -1.96). Based on the P values (less than
5 percent) or T (greater than 1.96), it can be said with 99% confidence that the hypothesis ‘00 is
rejected and the hypothesis ‘01 is confirmed. Now we turn to the intensity and direction of the
effect, which is determined by the path coefficient or beta. The standardized path coefficient
between these two variables shows that the intensity and direction of the effect of the formality-
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6DID 5XKROODK $BR]DYLIPBHKVWLIDWLQJI WKH (IITHFW RI 2UJ
RQ .QRZOHGJH &UHDWLRQ LQ WKH ,UDQLDQ $UP\ 2IILFHUVY 8¢
SHVRXUFHV 6WXGLHV <HDU ,VVXH )DOO SS
7DEDWDEDLIRKDBHADHEG $KPDGL +DELE DQG 4#H QNDHMW § OD WH D
(IIHFW Rl 9LUWXDOL]LQJ WKH 2UJDQL]DWLRQDO 6WUXFWXUH
WKH ([SRUW 'HYHORSPHQW %DQN RI ,UDQ- 7KLUG ,QWHUQ
$FFRXQWDQG .QBDYMGIHFRQRPLFV ZLWK (PSKDVLV RQ 5HVLV
KWWSV FLYLOLFD FRP GRF

)DWHPLQDVE 6H\HG (]]JDWROODK, JDMAMWL JODRIVQP WKH 5HODYV
2UJDQL]DWLRQDO 6WUXFWXUHHD,Q® QQRQOIHHEVH$SEKRBL QB LR -W
ODQDJHPHQW 6WXGLHV RI 1IDWLRQDO 'HIHQVH 9ROXPH ,VVX
ORKDPPDG (VPDLO B6HGLJKH +DPLGL )DWHPHK .QRZOH
,QGXVWU\ 2UJDQL]DWLRQDI)OW.QRZOHGJH ODQDJHPH
ORKDPPDGL )DWHK $VJKDU OHKGL ORKDPPDG DQG 6DO
$1 . QRZOHGJH ODQDJHPHQW LQ WKH %DQNLQJ DQG )LQDQFL
7HFKQRORJLHV RI WKH )RXUWK ,QGXVWULDO 5HKYRRXWQBQ -
9RO XPH V'V XH SsS

ORKDPPDGL 3RXU 5DKPDWXOODK +RVEGHDWRMNLYL )BRBAKRIY
WKH ,PSOHPHQWDWLRQ Rl .QRZOHGJH ODQDJHPHQW LQ WKH
%DQN - ,QWHUQDWLQ QD Q BIRPIHQW BFMHXGLHV -XQH

*LXGLFL $ S5HLQPRHOOHU 32SNRDWBWLRUFKHVWUDWLRQ D
VRXUFH Rl VHQVLQJ FDSDELOLWLHY (YLGHQFH IURP D YHQW

-RXUQDO — KWWRY RUJ DPM
+HOPROG O 1HZ :RUN WUDQVIRUPDWLRQDO DQG Y
+XVVDLQ 1 S5LJRQL 8 &DYH]]DOL ( "RHV LW SD\ W

WKH EORFNVER[UHODWLRQVKLS EHWZHHQ VXVWDLQDELOLW\
&RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ DQG (QYLURQPHQMW
KWWSV GRL RUJ FVU
5HVH $ .RSSOLQ & 6 ILHOHERFXNH@FLQJ PHBEMWRWUN NG
VKDULQJ DQG FUHDWLYH SHUIRUPDQFH LQ FRZRUNLQJ VSDFH)
- KWWSV GRL-RWUJ
S5LWDOD 3. +20/DWQHIHU + OLFKDKPRYWDQBO NQRZOHGJIH VI
UDGLFDO LQQRYDWLRQ 7KH GRZQVLGHV RI XQFRQWUROOHG |
- KWWSV GRL.RUJ
.KRVUDYL $ DQG +XVN¥&XQVWRPHU NQRZOHGJH PDQDJHPHQYV
$ VIVWHPDWLF OLWHUDWXUH UHYLHZ:- .QRZOWGIH DQG 3URFF
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Introduction

The cement industry is one of the industries that always faces numerous challenges. On the
one hand, the lifespan of the industry and equipment affects production, and on the other
hand, the increase in production costs has created an unstable and complex environment for
this industry. Developing creativity and innovation in the cement industry can provide a
knowledge-based basis for this industry and, as a result, gain competitive advantages for
exports (Jamal-Omid, Bozorgmehr 2023). Also, since technological change in the cement
industry is very expensive and innovation through technology purchase is easily imitated, it
IS necessary to pay attention to other dimensions of innovation capacity in the form of a
comprehensive model (Kolak, Selajgeh 2023). In the cement industry of the country, due to
market imbalance, the intensity of competition in the market has increased, and therefore has
become doubly important (Golshanimanesh et al. 1402). A review of the research conducted
indicates that the focus has been on conceptualizing and examining the relationship between
two or more themes related to the network of innovation capacity themes, and that this has
been done in the form of a limited case study in one or more factories, and the construction
of a comprehensive local model with a qualitative and exploratory approach to evaluate the
innovation capacity of these companies has not been considered, while the aforementioned
comprehensive model has been examined and presented locally in the geographical scope of
the country's cement industry.

Literature review
Table 1. The concept and dimensions of innovation capacity in previous research

Researcher/year Research title Extractive factors related to
innovation capacity

Jamal Omidi and Examining the role and Attention to innovation

innovation capacity
components based on fuzzy
AHP

Bozorgmehr (2023) position of creativity and Level of innovativeness
innovation in knowledge- Innovation Climate
based companies - related to Level of support for innovation
cement companies Motivation of the department for
job innovation
Mahmoudpour (2021) | Measuring the importance of | Strategic knowledge management

Systematization of processes and
internal and external
communications
Leadership of innovation activities
Generation of new ideas
Innovation-oriented human
resource management

Barzegar et al. (2021)

Presenting a model for
creating innovation capacities
in Iranian academic
management

Organization and organizational
structure Organizational processes
Resources and equipment
Organizational culture Human
capital management Leadership and
strategic management of
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selected through systematic random sampling using the Cochran formula. A questionnaire
was used to collect data, which includes 23 items and its indicators are scored using a 5-
point Likert scale. In this questionnaire, Fintech includes 6 items, sustainability
performance includes 9 items, financial performance includes 4 items, and innovation also
includes 4 items. Experts and university professors were consulted to examine the validity,
and the validity of the questionnaire was confirmed by applying corrective comments.
Given that Cronbach's alpha value for all variables is more than 0.7, the reliability of the
questionnaire is also confirmed.

Findings

To answer the research hypotheses, structural equation modeling with SmartPLS software
was used. Using T-Value outputs, the acceptance or rejection of the research hypotheses is
examined. Considering the T-Value which is 5.943, 28.957 and 8.432 and is greater than
1.96, therefore the first, second and third hypotheses of the study are accepted; so FinTech
has an effect on sustainability performance, innovation and financial performance. Also,
considering that the T-Value is 2.504 and 4.772 and is greater than 1.96, the fourth and fifth
hypotheses of the study are also confirmed; so innovation has an effect on sustainability
performance and financial performance. To test the sixth and seventh hypotheses which
have a mediating variable, the Sobel test is used. The way to examine the hypotheses with a
mediating variable is that if the effect of the independent variable on the mediator and the
effect of the mediator on the dependent variable is simultaneously significant, the role of
the mediator is confirmed and the indirect effect will be confirmed. According to the
research models in standard and significant mode and the Sobel test statistic, it is possible
to conclude about the rejection or acceptance of the hypothesis. According to the value of
the Sobel test statistic which is equal to 2.481 and 4.725 and is greater than 1.96, the sixth
and seventh hypotheses are accepted; so innovation has a mediating role in the effect of
FinTech on sustainability performance and financial performance.

Conclusion

When we look at the development of FinTech in the world, we will witness the rapid and
remarkable growth of this industry in recent years; where many startups have focused their
activities on this industry and have sought to expand their activities in the field of financial
technology; especially with the emergence of new technologies including artificial
intelligence, machine learning and blockchain, which have transformed the overall business
process and have also provided the basis for fundamental advances. After the financial
crises of recent years, there is always a fear that the banking network in different countries
will collapse or suffer serious damage due to existing risks, and even the requirements of
the Basel Committee alone are not effective. For this reason, the development of FinTech
and RegTech is increasingly recommended to ensure financial and banking services and the
correct implementation of legislative policies. In addition, today, in addition to addressing
technology and the financial industry, we should not ignore the environment that is
entrusted to us; for this reason, serious attention has been paid to the environment in the
goals of sustainable development, and companies and organizations should also have
environmental concerns in addition to improving performance and gaining returns. Banks
are no exception to this rule and, as the main players in the country's monetary and
financial system, they must have the necessary planning to improve sustainability
performance. After examining the direct hypotheses of the research, it was determined that
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Introduction

Organizational performance is one of the things that has long been the focus of various groups
(including managers of organizations, investors and researchers) (Kim, 2020; Garcia Osma
et al., 2022; Hoai et al., 2022; Liu et al., 2023; Somwethee et al., 2023). However,
performance is one of the most controversial concepts that so far has not been agreed upon
by various researchers and theoreticians (Hoai et al., 2022), and this is the reason that,
considering all the research that has been done in the past decades, it is still in this field, many
studies should be done. On the other hand, internal control systems are critical to an
organization’s efficiency and promotes the adherence to norms and rules. Accordingly, it can
be expected that the internal control system will improve the organizational performance.
However, the evidence in this regard is limited in the hospitals of private sector. Therefore,
the main question that this research seeks to find an answer to is whether the internal control
system has the power to influence the private hospitals’ organizational performance in Iran.
And if there is an effect, which way do these effects take place? In this research, the earnings
management, innovation and transformational leadership are emphasized. Accordingly, the
purpose of this study is to evaluate the impact of internal control systems on private hospitals’
organizational performance via considering the role of earnings management, innovation and
transformational leadership.

Based on the theoretical literature and the conducted studies, research hypotheses were developed as
follows. The present study has 11 primary hypotheses.

H1: The internal control system has an effect on the hospitals’ performance.

H2: The internal control system has an effect on the accrual earnings management in hospitals.

H3: The internal control system has an effect on the real earnings management in hospitals.

H4: The internal control system has an effect on the innovation intensity in hospitals.

H5: The accrual earnings management has an effect on the hospitals’ performance.

H6: The real earnings management has an effect on the hospitals’ performance.

H7: The accrual earnings management plays a mediating role in the relationship between internal
control system and hospitals’ performance.

H8: The real earnings management plays a mediating role in the relationship between internal control
system and hospitals’ performance.

H9: The innovation intensity has an effect on the hospitals’ performance.

H10: The innovation intensity plays a mediating role in the relationship between internal control
system and hospitals’ performance.

H11: The transformational leadership plays a moderating role on the relationship between internal
control system and hospitals’ performance.

Methodology

The statistical population of this research consist of private hospitals’ financial managers and
accounting staff in Iran. The approximate number of financial managers and accounting staff
in the private hospitals in Iran was considered a large statistical population. Using Morgan’s
table for large population (from 100000), the sample size consisted of 384 persons. In sum,
we the collected of survey data from 333 of private hospitals’ financial managers and
accounting staff in Iran. In the present study, internal control systems were the independent
variable. The questionnaire developed by Chiu and Wang (2019), as a prominent questioner,
which was developed based on the COSO framework which consists of 17 questions was
utilized. Also, this research used a questionnaire developed by Spekle and Verbeeten (2014)
to measure the hospitals’ performance (dependent variable). In addition, a scale of 5 items
developed by Hoai et al. (2022) is used to measure the transformational leadership as a
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moderator variable. Finally, this research used the real earnings management, accrual
earnings management and innovation intensity as a mediating variable. Possible answers to
questions in this study are categorized on a 7-point scale.

Also, the collected data was calculated using the Excel software and the proposed hypotheses
were tested using partial least squares structural equation modeling (PLS-SEM) in
SmartPLS-3. This technique generates significance values (P-Value) based on the
bootstrapping method with replacement and, therefore, does not impose assumptions about
the distribution of variables, including the assumption of normality. Due to the lack of need
for normality assumptions, the sample size, and the complexity of the model resulting from
the number of constructs in this study and the interactive conditions (moderating variables)
that need to be included, it is considered the most suitable analytical method.

Finding

Table 1 presents the descriptive statistics for each main construct. These statistics—
including means, standard deviations, and confidence intervals—help establish a
foundational understanding of how respondents perceived each construct. The results show
meaningful variation across items, which supports the validity of including these constructs
in the subsequent PLS-SEM analysis. Moreover, the fact that mean values deviate from the
midpoint of the measurement scale suggests thoughtful participant engagement and reflects
underlying trends in hospital management practices. Descriptive statistics related to
organizational performance indicate above-average performance overall, although some
hospitals demonstrate relatively weak organizational outcomes. For internal control systems,
the average score reflects an almost above-average and acceptable condition. Regarding
earnings management, results show that private hospitals generally employ both real earnings
management and accrual-based earnings management techniques. However, based on the
observed ranges and standard deviations, some hospitals apply minimal earnings
management while others engage in it more intensively. Finally, innovation intensity is found
to be at a moderately high level overall, though some respondents reported the absence of
any innovation compared to the previous year. A one-sample t-test was also conducted to
determine whether the mean scores significantly differed from the theoretical midpoint. The
results indicated that all constructs scored significantly above the midpoint, further
confirming the strength and relevance of the measured perceptions.

Table 1. Descriptive statistics (N = 333)

. Theoretical Actual .
Variables Mean S.D. t-stat Sig.
range range
OP 1-7 1.14-7 471 0.91 14.130 0.000"
ICS 1-7 223 4.63 0.71 16.316 0.000"
6.70
REM 1-7 1.25-7 4.57 1.17 9.019 0.000"
AEM 1-7 1-7 4.52 1.12 8.438 0.000"
1 0-7 0-6.87 4.34 2.01 3.117 0.002"
TL 1-7 1.60-7 4.42 0.96 7.975 0.000"
Notes: OP, ICS, REM, AEM, I, and TL are the organizational performance, internal control systems,
real earnings management, accrual earnings management, innovation intensity, and transformational
leadership, respectively. Also, * represent significance level of 0.01.
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effectively highlights the role of internal control systems in enhancing organizational
performance. This issue is very important given the increasing development and expansion
of medical information systems. More precisely, it discusses how internal control systems
can improve earnings predictability, reduce inefficiencies, and align management processes
with organizational goals, which is crucial for medical information systems in private
hospitals. These findings suggest that private hospitals seeking to improve their performance
need to improve internal control systems.
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- Background

Researcher /
Year

Research title

Summary of findings

Colabi, 1402

Proposing a Business Resilience
Model: Elucidating the Role of
Business Model Innovation, Open
Innovation, Organizational Agility,
and Strategic Flexibility

1. A positive and significant impact of strategic
flexibility on organizational agility.

2. Apositive and significant impact of
organizational agility and strategic flexibility on
business model innovation and business
resilience.

3. The positive moderating role of open
innovation change in the relationship between
business model innovation and business
resilience.

4. Increasing agility and strategic flexibility to
address weaknesses in business and strengthen
positive points for innovation implementation.

Ghorbani
Esfahlan 1400

The impact of knowledge
management capabilities on business
model innovation, with the mediating

role of organizational risk-taking in
small and medium-sized enterprises.

Business model innovation can lead to
improved financial performance of businesses.

Oredo& Dennehy
2023

The Role of Organizational
Mindfulness in Cloud Computing and
Company Performance: The Case of
Kenyan Organizations.

Improving mindfulness capabilities in the
organization to benefit from information
technology innovations.

Bhatti et al. 2021

Antecedents and consequences of
business model innovation in the IT
industry

1. Business model innovation is significantly
dependent on knowledge absorptive capacity,
organizational agility, and top management
mindfulness.

2. Business model innovation emerged as a
mediating variable in the relationship between
these factors and business performance.

Methodology

This research is applied in terms of purpose, quantitative in terms of variables, and cross-sectional from a
time perspective, with a descriptive-survey design. The statistical population consisted of managers and
experts in SMEs located in the industrial parks of Kurdistan Province. A stratified random sampling method
was used, with a sample size of 244 determined based on the Cochran formula for a population of 556

active companies.
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findings indicate that risk-taking and sustainability do not play a significant moderating role in the
relationships studied.

Based on these findings, we propose several key steps for SMEs to boost performance: innovate business
models to adapt to technology and competition; collaborate to integrate external knowledge and strengthen
training; plan for organizational flexibility to withstand changes; invest in digital transformation by
studying development and collaborating with tech firms; and create safe spaces for employee risk-taking.
Ultimately, a focus on sustainability and continuous analysis of the competitive landscape are crucial for
sustained performance.
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Countries NECI Countries NECI
United Arab 7.2 Serbia 4.6
Emirates
Saudi Arabia 6.3 Chile 45
Taiwan 6.2 Uruguay 4.5
India 6.1 Slovak 44
Republic
Netherlands 5.9 Egypt 43
Lithuania 5.8 Cyprus 43
Indonesia 5.8 Panama 43
Switzerland 5.8 Morocco 43
Republic of 5.7 Romania 4.2
Korea
Qatar 5.7 Itlay 4.2
China 5.6 Oman 4.2
Latvia 55 Croatia 4.1
Norway 5.2 South Africa 4.1
United States 5.2 Spain 4.0
Canada 51 Puerto Rico 3.8
Germany 51 Gutemala 3.8
France 51 Mexico 3.8
Sweden 5.0 Poland 3.7
Luxembourg 5.0 Argentina 3.7
Japan 5.0 Tunisia 3.7
Austria 48 Brazil 3.6
Slovenia 48 Togo 3.6
Hungary 4.8 Iran 3.6
United 4.7 Venezuela 3.2
Kingdom
Greece 4.6

Source:GEM National Expert sorvay, 2022
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econometric model is derived from the model of Galindo and Méndez (2014), which is defined as
follows:

Ln(GDP) =a + Bo In(TEA) + Bz In(HC) + Bz In(Innovation) + B3 In(Capital)

GDP: The gross domestic product is compiled at 2017 constant prices and is measured in dollars.
TEA: The percentage of the workforce that is actively engaged in creating new businesses, or is a
manager or owner of a company. Data for this indicator is collected from the Global
Entrepreneurship Monitor (GEM). HC: Human capital is collected at 2010 constant prices.
Educational expenditures are used as a representative of this in the research. Innovation: This
represents innovation, where registered patents are used as a representative in this research.
Capital: Net capital formation indicates the net value of all created assets in a country during a
specific period, here expressed in accordance with the year 2017.

Findings

The findings indicate that in the model of developing and developed countries, all variables have
a positive and significant impact on economic growth. Specifically, in developing countries,
entrepreneurship, innovation, human capital, and physical capital affect economic growth by 0.06,
0.11, 0.61, and 0.06 respectively. On the other hand, in developed countries, entrepreneurship with
a coefficient of (0.03), innovation with a coefficient of (0.09), human capital with a coefficient of
(1.39), and physical capital with a coefficient of (0.27) contribute to changes in economic growth.
Given these findings, the effect of entrepreneurship and innovation on economic growth is greater
in the group of developing countries than in the group of developed countries.

Conclusion

This research examines four key factors affecting economic growth in two groups of countries,
developing and developed. The results showed that all four factors, namely entrepreneurship,
innovation, human capital, and physical capital, have a positive and significant impact on
economic growth in both groups of countries. However, the degree of this impact differs between
the two groups. The difference in the impact of these factors on economic growth in the two groups
of countries can be attributed to their stage of development.

In developing countries, where infrastructures are weaker and markets are less developed,
entrepreneurship and innovation can play a more significant role in job creation, increasing
productivity, and introducing new products and services. In contrast, in developed countries,
despite having stronger infrastructures and more mature markets, human capital and physical
capital may play a more important role in enhancing productivity and competitiveness.
Additionally, the type of innovation may also contribute to these differences.

In developing countries, innovations may be more focused on meeting basic needs and developing
foundational technologies, while in developed countries, innovations may be more centered on
radical and advanced innovations. Human capital and physical capital play a more significant role
in economic growth in developed countries, while entrepreneurship and innovation are of greater
importance in developing countries.
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Introduction

In recent decades, the expansion of communication and digital technologies—particularly the
internet—has transformed social interactions, economic decision-making, and individual
lifestyles. One of the most prominent manifestations of this transformation is the growth of online
purchasing of essential goods and services, which became an unavoidable necessity during crises
such as the COVID-19 pandemic (Rahbari et al., 2020). However, the adoption and use of this
modern purchasing method is not solely dependent on technical infrastructure; it also hinges on
social and psychological factors, including social trust. In a context where face-to-face interaction
has been eliminated and human relationships have shifted to digital intermediaries, trust—once
formed through direct engagement—must now be reconstructed in the absence of physical
presence. In Iran, many households, despite having internet access, avoid online shopping or resort
to it only in emergencies. This behavior raises a fundamental question: What prevents full
acceptance of online shopping among citizens?

Social trust, as a cornerstone of human interaction, becomes even more critical in virtual spaces.
In such environments, trust in information sources, service institutions, indirect experiences, and
informal recommendations replaces direct communication. But has this type of trust formed among
the citizens of Natanz? Can institutional trust in digital entities, interpersonal trust in peer
recommendations, and generalized trust in society predict online shopping behavior?

Theoretical literature indicates that social trust is a multidimensional concept. Giddens (1988), in
his theory of modernity, emphasizes the importance of trust in abstract systems in modern
societies, arguing that as direct interaction declines, trust in formal structures and specialized
institutions replaces traditional trust. Fukuyama (1995) considers trust a prerequisite for economic
development, and Putnam (2000) describes it as a form of social capital that facilitates cooperation
and reduces transaction costs.

Nevertheless, in digital spaces, trust faces new challenges. Lack of transparency, negative
experiences, online fraud, and weak institutional responsiveness have undermined institutional
trust. In societies with low social capital, interpersonal trust also becomes fragile. Under such
conditions, generalized trust—an individual’s overall attitude toward others—may lead to caution
and isolation rather than facilitation.

With a population of approximately 15,000 households, the city of Natanz provides a suitable
context for examining this issue. The city is neither entirely traditional nor fully modern; it is
neither devoid of digital infrastructure nor endowed with stable institutional trust. This setting
allows for a more nuanced analysis of the relationship between social trust and online shopping
behavior.

Accordingly, the central question of this study is whether the various dimensions of social trust—
interpersonal, institutional, and generalized—can predict the online shopping behavior of
households in Natanz. If so, which dimension plays a more influential role? Answering this
question not only fills a theoretical gap in the sociology of consumption literature but also offers
practical strategies for the sustainable development of online services in semi-urban areas.

Social trust, as a foundational element of human interaction, gains heightened importance in virtual
environments lacking face-to-face communication. In such spaces, trust in information sources,
service institutions, indirect experiences, and informal recommendations replaces direct
engagement. Therefore, examining the role of social trust in online shopping behavior is both a
theoretical and practical necessity. The main research question is whether the different dimensions
of social trust can predict the online shopping behavior of households, and if so, which—
interpersonal, institutional, or generalized trust—plays the most significant role.
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