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Abstract 

The purpose of our research is to study the impact of governance tools on Tunisian company 

performance. Empirical verification conducted by an expert panel composed of 100 Tunisian companies 

listed on the Tunis Stock Exchange. The observation period is 10 years, from 2008 to 2018. It shows that 

the composition of the board of directors, the remuneration system, shareholders and information 

disclosure on the performance of these banks which have a positive impact. On the other hand, for the 

two performance indicators (ROE and ROA), the age of the company is not important. 

Keywords: governance; performance; director board 

 

1. Introduction 

Governance is a concept that has evolved a lot since the emergency of 1980s, and on the other hand 

the debates around this issue of the interests involved.Even in political science the first classical essays 

on the subject says about the concept centered on two main components: law then order, governance 

today addresses issues related to the mechanisms necessary to negotiate the various interests of society 

By the way the broad notion covers the different ways in which individuals and groups organize 

themselves to achieve common goals. 

The literature is full of works attempted to test the effect of governance on performance and most of 

these works show that governance has a significant effect on the performance of the company and on its 
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value in the market, and this for different contexts and performance indicators.Among these studies we 

can cite that of Widodo, DS, Silitonga, P., & Ali, H. (2020)), Coffey, B., Bush, J., Mumaw, L., de 

Kleyn, L., Furlong, C., & Cretney, R. (2020) and Beshi, T. D., & Kaur, R. (2020).Most governance 

studies ignored governance issues at the level of listed companies mainly in emerging countries (Sajko, 

M., Boone, C., & Wernicke, G. 2017).  

However, this theme is important for several reasons.  

Listed companies occupy a preponderant role in the economies of countries.They are a major 

component of any national economy. The change of the international context following globalization, 

liberalization, deregulation of financial systems, the adoption of new technologies affects the functioning 

of these type of business.The business sector has a big role in the economic and social development of 

our country. Its direct involvement in the implementation of public sector strategies justifies the 

strengthening of corporate governance practices with a view to greater efficiency and performance. 

Despite structural changes in the financial system in Tunisia which have strengthened the role of the 

financial market from 1990s, listed companies still remain also the main focus of economic 

development. 

In view of all these considerations, it is interesting to conduct a study developed within the framework 

of listed companies. Our work is inspired by research related to corporate governance and proposing 

several control mechanisms to improve performance (Widodo, D. S., Silitonga, P., & Ali, H. (2020) and 

Hutahayan, B. (2020)).Our ambition in this research to determine the effect of governance on the 

performance of listed companies.From this perspective, as part of the research, we will try to provide 

answers to the following question« will the governance improve the performance of Tunisian listed 

companies? ». 

2. Review of Literature and formulation of research hypotheses 

A large amount of literature attempts to examine the impact of governance on performance, and most 

of the work in society shows that governance has a significant impact on company performance and its 

value in the market, as well as different environments and performance Indicators. 
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E. Schiehll (2004) established the relationship between company performance and the four attributes 

of corporate governance structure:Board composition, management participation, incentive 

compensation and major shareholder participation. 

The work carried out by Horstmeyer and Wells (2017) suggests that the effects of good governance 

also depend on the economic conditions characterizing a sector. Shareholder rights are maximized when 

the sector is booming, and appear significantly less important when economic conditions are bad.Bauer 

et al. (2008) used data provided by the International Governance Indicators (GMI). The Japanese 

companies in the sample are classified according to six governance dimensions. 

The author analyzes the impact of governance quality on its performance. Using the total index shows 

that companies with higher governance levels outperform other companies at rate of 15% each 

year.Evenly, recent work by Horstmeyer and Wells (2017) suggests that the effects of good governance 

also depend on the economic conditions characterizing a sector. Shareholder rights are maximized when 

the sector is booming, and appear much less important when economic conditions are bad. We must also 

take into account the stage reached by the company in its life cycle. Thus, a mature listed company 

needs more supervision and control: in this case, it could be shown that a reduced board of directors is 

better suited. Otherwise, a younger company will be able to benefit more from the advice of its board, 

which will therefore be all the more effective as its members will be more numerous.Black, Jang, and 

Kim (2003) showed in their sample of 526 South Korean companies that they developed an index based 

on the governance review of the Korea Stock Exchange.An increase of 10 points in the governance 

index resulted in a 65% increase in the Tobin index « Q » and a market booking rate of 13%. They also 

found that any improvement in governance practices would result in a 47% increase in Tobin’s « Q-

value » and a 96% increase in market/book value.From the other side, Chong and Lopez-de-Silanes 

(2007) believe that governance will definitely affect the operating performance of the companies 

studied, but this impact is far less than the impact on the market value of these companies. 

Finally, Bauer et al. (2003) confirmed that governance is positively correlated with the profitability 

and market value of European companies in the research. But it is negatively correlated with operational 

performance.In addition to that, Gruszczynski (2005) tested the existence of this link in a Polish 

language environment. 
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His research shows that there is a significant correlation between the calculated governance scores and 

the financial performance of the Polish companies studied.Otherwise, Bauer et al. (2008) studied the 

relationship between governance quality and Japanese company performance. They set out to develop a 

total index covering six aspects of governance. 

So, the results of this study show that companies with the best governance perform 15% better than 

other companies each year.Furthermore, Mohamed, Basuony, and Badawi (2013) studied the impact of 

corporate governance on the financial and stock market performance of 88 non-financial companies 

listed on the Egyptian Stock Exchange EGX100 index.The study prove that there are about three 

governance mechanisms studied Ownership structure, board composition and audit quality.We 

incorporate control variables into the analysis and we enumerate: the company size, age, department and 

financial structure.The Financial performance is evaluated through ROE and ROA and also through Q's 

stock market performance. 

According to Al-ahdal, WM, Alsamhi, MH, Tabash, MI, & Farhan, NH (2020), corporate governance 

plays a critical role in creating a corporate culture of awareness and transparency. In this context, the 

study by these authors provides a brief overview of the history of corporate governance mechanisms in 

India and in the Gulf Corporation Council (GCC) countries, the corporate legal system and established 

supervisory policies. by the Indian governments and the GCC. In addition, this study analyzes the impact 

of corporate governance mechanisms on the financial performance of Indian and GCC listed companies. 

The study uses a sample of 53 listed non-financial companies from India and 53 listed non-financial 

companies from GCC countries for the period 2009-2016. The results revealed that the responsibility of 

the board of directors (BA) and the audit committee (AC) have an insignificant impact on the 

performance of companies as measured by ROE and Tobin's Q. Furthermore, fictitious country results 

show that Indian companies outperform those in the Gulf countries in terms of corporate governance 

practices and financial performance. According to these authors this research is seen as a battery of 

further research and studies, particularly in listed companies in India and in the GCC in the context of 

corporate governance and financial performance. 

At the national level, Madhar, S. (2016) studied the relationship between governance and performance 

by studying 46 Moroccan issuers between the end of 2012 and the end of 2014. The author developed a 

grid of 31 governance guidelines that mainly cover board practices and shareholder rights. In order to 
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Hypothesis 2: The higher the governance’s score related to the compensation policy, 

the higher the company's financial grow and the stock market performance increase. 

measure the performance of the companies in the sample, it prefers financial and stock market 

indicators, especially turnover, EBITDA and net profit margin.Based on the results of these studies, our 

research will first try to study the correlation between the governance index published on the Canadian 

Globe and Mail website and performance indicators.Therefore, we will test the hypothesis to study this   

correlation as follows: 

The General Hypothesis: companies with higher governance scores will have better performance. 

Since the governance indicator we use is composed of 4 sub-indexes, we will test the impact of each 
sub-index on performance. 

The composition and performance of the Director Board:The board of directors is considered to be 
one of the main means to correct the defects of managers (Widodo, D. S., Silitonga, P., & Ali, H. (2020), 
Garcia, A. S., & Orsato, R. J. (2020) and F. Adjaoud et al. (2007)). 

This is how Hermalin and Weisbach (2000) describe it as the "heart of governance". 

The size of the board of directors is also seen as a variable that may have a significant impact on its 
effectiveness (P. André and E. Schiehll 2004). According to the results of Yermack(1996) and S. 
Bahagat and Black (2002), this effect is negative because the board loses its effectiveness as the size of 
the board increases.In contrast to these results, the results of Godard (2001) show that the size of the 
board has no effect on the performance of French companies and it has nothing to do with the 
performance indicators used.Yermack (1996) also showed a negative correlation between the size of the 
board of directors and the value of the company, because of communication difficulties and the high cost 
of joint decision-making.Through these studies, we can draw the following first hypothesis: 

Hypothesis 1: The higher the governance’s score related to board composition, the 

higher the company's financial and stock market performance increase 

Salary system and performance:Widodo, D. S., Silitonga, P., & Ali, H. (2020),  Srivastava, A., & 
Bhatia, S. (2020) and P. André and E. Schiehll (2004) believe that company performance will be related 
to the relative importance of long-term incentive compensation, such as cash dividends and the grant of 
stock options. 

Therefore, our second assumption is: 
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Hypothesis 3: The higher the governance’s score related to respect for shareholder 

rights, the higher the company's financial and stock market performance increase. 

Shareholder rights and company performance: Gompers, Ischii, and Metrick (2003), Esposito, P., 
& Dicorato, S. L. (2020) and Horstmeyer, D., & Wells, K. (2017) show that the company with the 
strongest shareholder rights has higher value, higher profits, higher sales growth, and more and lower 
capital expenditures. 

Therefore, the third research hypothesis can be as follows: 

Disclosure and performance: The increase in information disclosure has led to lower 

agency costs and therefore increased company value (F. Adjaoud, D. Zeghal and S. Andaleeb 
(2007),Beshi, T. D., & Kaur, R. (2020) and Çelik, Ş., & Güleç, T. C. (2020)) 

Therefore, we can state the last hypothesis of the study as follows: 

 

3. Research methodology 

In this case, we propose a choice of methods that can verify the research hypothesis.Firstly, we expose 
our research samples. Secondly, we developed the variables held within the framework of this research. 

3.1. Framework of Research 

The purpose of this study is to evaluate the impact of good governance on the performance of listed 
companies. Therefore, we take 130 listed companies in Tunisia as a sample.The sample covers 
companies belonging to three different sectors: the industrial, commercial and service sector.These 
samples held can better consider the impact of governance on performance. 

Therefore, the research interval is 30 years, from 1990 to 2019 according to financial information 
collected from the bank’s annual activity report, APTBEF’s annual report, BVMT’s guidelines, and 
documents from the Financial Market Committee (CMF). 

3.2. The variable Research 

In the following, we introduce the variable used to evaluate the structure of the board of directors and 
measure bank performance. 

a) Variables that depend on company performance 

Our goal is to study the effect of explanatory (exogenous) variables on performance. Performance is 
an endogenous or explanatory variable. 

Hypothesis 4: The higher the governance’s score related to disclosure, the higher the 

company’s financial and stock market performance increase 
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Performance can be measured by using market indicators of stock market prices (price-to- book ratio, 
price-earnings ratio, total shareholder return, etc.) or ROE or ROA type accounting indicators. 

In our research, we use the ratio of return on assets (ROA) to return on equity (ROE) 

ROA (Return on Assets) Economic Performance: This ratio is also called the earning rate  of 
permanent capital because it represents the ability of the capital to create a certain level of operating 
profit to compare the result with the method to achieve the goal. 

ROA = capital used = equity + LMT debts 

The financial performance of the return on equity (ROE):this ratio is also called the return on 
equity, which represents the ability of shareholders to invest in equity to generate profit 

ROE = net income/equity 

b) Independent variables 

We try to identify the most important variables that describe corporate governance. Regarding to the 
characteristics of the board, we selected 4 variables 

-The composition of the board of directors; 

-Equity and compensation; 

-Shareholder rights; 

-Information disclosure. 

Four characteristics constitute the four sub-indices of our Global Governance Index 

c) Control variables 

If we want to verify the impact of governance mechanisms on bank performance, we must consider 
other variables to draw conclusions, especially: 

Company size: Introduce variables of scale to achieve economies of scale or diseconomies of scale. 
Smirlok (1985), Akhavein, etc (1997) , Guan (2003) and Çelik, Ş., & Güleç, T. C. (2020)found a 
positive and significant relationship between bank scale and performance. 

Company age (AGE): Company age is usually regarded as a variable that has a very important 
impact on performance. 

Generally speaking, the company age variable is represented by the logarithm of the number of years 
of operation (Brown and Caylor (2006), Ben Cheikh and Zarai(2008) and Al-Gamrh, B., Ismail, K. N. I. 
K., Ahsan, T., & Alquhaif, A. (2020)). 

Therefore, we have one independent variable, two dependent variables and one control variable. 
Therefore, we have two models: 
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Model 1 : ROAi,t = β0 + + β1 GOVi,t+ β2 AGEi,t + + β3 T i,t+ εi,t Model 2 : ROEi,t = β0 + + β1 
GOVi,t+ β2 AGEi,t + + β3 T i,t+ εi,t With GOV: The governance index, 

T: The size of the company, AGE: The age of the company DT: The company's debt, 

β0: The  constant and 𝛆 The errorterm 
Table 1: variable choice’s 
 

Variable Signification Measure 
ROA Return on Assets Net income / total assets 

ROE Return on Equity Net income / equity 

 
 

GOV 

 
 

Corporate governance 

This index looks at four important characteristics of the board of 
directors, namely: 
- The composition of the board of directors; 
- Shareholding and compensation; 
- The rights of shareholders; 
- Disclosure of information. 

AGE  
Company age 

 
Log (number of years) 

T  
size of the company 

 
Log (book value of total assets) 

Source: Personal design 

Next, we continue to conduct econometric research, through which we try to test whetherthere is a 
connection between performance indicators (ROE and ROA) and the governance of Tunisian listed 
companies. 

We try to test the hypothesis that corporate governance has a positive impact on financial and market 
performance, and observe under what conditions this impact will occur. 

4. Interpretation of the results and discussion 

4.1 Descriptive statistics 

Table (2) illustrates the mean, standard deviation and mean of the variables considered in our 

study.The table also confirms the average age of 10 years. In 100 companies, the average age of 

shareholders' equity is 1.35. For DIV, the average value of this variable is 8.4. 

Therefore, the average values of ROA and ROE are 0.90 and 10.6, respectively. 
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Table 2: Descriptive Statistics. 
 Medium Median Minimum Maximum Standard deviation 
ROA 0,90 0,82 0,20 1,55 0,35 
ROE 10,62 10,88 1,95 17,50 3,84 
CA 11,57 11.25 8,10 15,30 1,70 
SR 4,50 2,14 1,49 5,61 1,12 
DIV 8,48 8,10 3,35 12,22 1,08 
SC 2,85 2,90 0,7 5,42 1,66 
T 8,40 8,05 5,51 12,60 1,85 
AGE 10,40 10,13 3,50 20,5 3,15 

Source: Eviews 9 

4.2. Study of the effect of performance on governance using the global governance index 

The low R2 in Table 3 indicates that the explanatory power of our model is moderate so, the results 
that come from our estimates can be interpreted as follows: 

> The effect of the total assets variable (T) is positive and is statistically significant given that the 
probability associated with this variable is 0.050, or equal to 0.05. The sign associated with its parameter 
indicates that an increase in total assets has a positive impact on the ROA and the ROE. 

> The impact of the Governance Index (GOV) variable is positive and statistically significant given 
that the t-stat is lower than that of the table of at the 5% threshold. The sign associated with its parameter 
indicates that the increase in the governance index influences the ROE and ROA. 

> The impact of the variable AGE is positive given its coefficient of 0.008 for ROA and 0.007 for 
ROE. It is statically insignificant in view of the student statistic calculated lower than that of the table. 

Table 3: Study of the effect of performance on governance (global index) 
 

Variables ROE ROA 
Constant 8.356*** 

(4.452) 
7.569*** 
(2.851) 

AGE 0.008 
(0.036) 

0.007 
(0.019) 

T 6.054*** 
(1.548) 

3.128** 
(1.323) 

GOV 0.325 
(0.245) 

0.435 
(0.685) 

R2 

Number of observation 
0.502 
100 

0.523 
100 

                    Source: Eviews 9 

The values in brackets represent the standard errors * significant at the 10% level, ** significant at the 
5% level, *** significant at the 1% level. 
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4.3. Study of the effect of performance on governance using the sub-indices making up the global 
governance index. 

The decomposition of the governance index consists of replacing this index with its four sub-indices 
(BC, SC, SR, and DIV) in the three performance equations. The estimated models, in this step, are as 
follows: 

𝑴𝒐𝒅el 3 ∶ ROE = 𝑐𝑡𝑒+ 𝛼1 𝐵𝐶 + 𝛼2 𝑆𝐶 + 𝛼3 𝑆𝑅 + 𝛼4 𝐷𝐼𝑉 + 𝛽1 𝑇 + 𝛽2 𝐴𝐺𝐸 + 𝜀𝑖 

𝑴𝒐𝒅el 4 ∶𝑅𝑂𝐴 = 𝑐𝑡𝑒 + 𝛼1 𝐵𝐶 + 𝛼2 𝑆𝐶 + 𝛼3 𝑆𝑅 + 𝛼4 𝐷𝐼𝑉 + 𝛽1 𝑇 + 𝛽2 𝐴𝐺𝐸 + 𝜀𝑖 Where 𝑖=1 100 
designates companies ; 

BC: The composition of the board of directors; SC: Shareholding and compensation; 

SR: Shareholder rights; 

DIV: Information disclosure. T: Size ; 

AGE: Age of Company ; C : Constant ; 

And 𝜺 : Standard error 

The various estimates indicate that the sub-indices have a significant impact on financial performance. 

Therefore, our hypothesis has been verified for Model 3 and Model 4. 

Table 4: Expressive study of Expression Form 

variable ROE ROA 

Constant 6.324** 
(3.511) 

7.133** 
(3.220) 

BC 

SC 

SR 

DIV 

0.125* 
(0.052) 
0.241* 
(0.068) 
0.189* 
(0.034) 
0.518 

(1.021) 

0.425 
(0.085) 
0.324* 
(0.088) 
0.225* 
(0.043) 
0.125* 
(0.214) 

AGE 0.005 
(0.0326) 

0.0065 
(0.0121) 

T 5.522*** 
(1.254) 

4.225** 
(1.113) 

R2 

Number of observation 
0.48 
100 

0.502 
100 

                 Source: Eviews 9 
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The value in parentheses indicates the standard error *significant at the 10% 
level*significant at the 5% level*significant at the 1% level*** 

It is important to note that the low value of R2 in Table 4 indicates that the explanatory power of our 
model is moderate. 

The results that come from our estimates can be interpreted as follows: 

> The effect of the total assets variable (T) is positive and is statistically significant given that the 
probability associated with this variable is 0.050, or equal to 0.05. The sign associated with its parameter 
indicates that an increase in total assets has a positive impact on the ROA and the ROE. 

> The impact of the variable on the composition of the board of directors is positive and statistically 
significant given that the t-stat is lower than that of the table of at the 5% threshold. The sign associated 
with its parameter indicates that the composition of the board of directors influences the ROE and ROA. 

> The impact of the Shareholding and compensation variable is positive and statistically significant 
given that the t-stat is lower than that of the table of at the 5% threshold. The sign associated with its 
parameter indicates that the composition of the board of directors influences the ROE and ROA. 

> The impact of the shareholder rights variable is positive and statistically significant given that the t-
stat is lower than that of the table of at the 5% threshold. The sign associated with its parameter indicates 
that the composition of the board of directors influences the ROE and ROA. 

> The impact of the variable Information disclosure is positive and statistically significant given that 
the t-stat is lower than that of the table of at the 5% level. The sign associated with its parameter 
indicates that the composition of the board of directors influences the ROE and ROA. 

> The impact of the variable AGE is positive given its coefficient of 0.008 for ROA and 0.007 for 
ROE. It is statically insignificant in view of the student statistic calculated lower than that of the table. 

5. Discussion 

The relationship between governance and economic performance has long remained the subject of 
much controversy between different schools of economic thought. 

Indeed, according to our estimates, governance has a positively significant effect on the performance 
of listed companies for the 4 models. 

For model 1 and 2 

Then, we noticed that according to various estimates, governance has an impact on financial and 
economic performance. 

In fact, the GOV variable is very important in the first of two models. 
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Therefore, our general hypothesis has been verified. This result is the same as the research direction of 
Gruszczynski (2005), which reveals the positive relationship between governance index and 
performance in the Polish language environment. 

The total assets variable (T) is positive and significant in the two equations using ROE (6.054 ***) 
and ROA (3.128 **). 

This is consistent with our assumption that size has a positive effect on financial performance. Several 
authors have found similar results such as Beshi, T. D., & Kaur, R. (2020), Durnev and Kim (2003), 
Bohren , Odegaard (2001) , F. Adjaoud, D. Zeghal and S. Andaleeb (2007) who find in different 
contexts of positive association between size and performance. 

The table bellow shows that any financial performance indicator prove the variable AGE is not 
important where (ROE is 0.004, ROA is 0.008). 

This result doesn’t match our expectations and results in other circumstances and other authors. For 
example, Ben Cheikh and Zarai (2008) found that in the Tunisian context, the Age Variable has a 
significant impact on a company's stock market performance (MTB) and accounting performance 
(ROA) (with a 1% threshold). 

Their results are also consistent with those of Cameron and Whitten (1981). 

Shortly, using the total sample and the overall governance index can confirm our general assumptions 
about the impact of governance on performance. 

Therefore, the breakdown of governance indicators will allow us to test the effectiveness of each 
governance sub-index that is evaluated against these two performance indicators. 

For model 3 and 4 

In both models, the estimated coefficients of variables related to board composition are positive and 
significant. Our research results are consistent with the literature review we have developed. The size of 
the board is also seen as a variable that may have a significant impact on its effectiveness (Widodo, D. 
S., Silitonga, P., & Ali, H. (2020), P. André and E. Schiehll (2004) and Al-Gamrh, B., Ismail, K. N. I. 
K., Ahsan, T., &Alquhaif, A. (2020)). 

 As for the variable "shareholding and compensation", the results showed a positive and significant 
impact on the economic performance of Tunisian companies. This result is consistent with the results 
observed by Widodo, D. S., Silitonga, P., & Ali, H. (2020) ,Hergli et al. (2007) and P. Biancone, S 
Secinaro, V Brescia (2018), who argued that moderate executive compensation related to company 
performance (accounting or market value related) is a factor that has a positive impact on company 
value. 

Regarding to the variable "shareholder rights", the results show that it has a positive and significant 
impact on the economic performance of Tunisian companies. 
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This result is consistent with the results found by Coffey, B., Bush, J., Mumaw, L., de Kleyn, L., 
Furlong, C., & Cretney, R. (2020) and Gompers, Ischii, and Metrick (2003), which indicate that the 
company with the strongest shareholder rights has greater value, higher profits, and stronger sales 
growth. 

As for the effect of the variable "Information disclosure" on the performance of companies, the results 
reveal a positive and significant impact on the economic performance of Tunisian companies. 

This result is consistent with the results observed by R. Bauer and al (2008), in the Japanese context, 
who found that information disclosure is one of the most determining factors of performance. 

The total assets variable (T) is positive and significant in the two equations that using ROE (5.522 
***) and ROA (4.225 **). 

This is consistent with our assumption that size has a positive effect on financial performance. 

The AGE variable is not important for financial performance indicators (ROE is 0.005, ROA is 

0.0065). 

6. Conclusion 

To conclude this research aims to study the relationship between corporate governance and 
performance in Tunisia.It aimed also to determine corporate governance practices in the Algerian 
context based on the criterion of performance.We tried to take a critical look at the quality of corporate 
governance while analyzing the impact of the governance index on performance to verify whether 
governance really has an effect on performance.Indeed, the analysis of this relationship is based on the 
implementation and study of several statistical tests as well as the use of multiple linear regressions 

The first contribution of this study to the scientific literature is a complete and well-argued 
econometric analysis of the existing relationship between governance and performance.The analysis of 
this relationship relies on the implementation and study of several statistical tests as well as the multiple 
linear regressions.The results of econometric tests confirm the theories. Moreover, this study finds a 
significant relationship between the governance index, total assets and economic and financial 
performance. 

This study has some gaps that need to be addressed. The first limitation relates to the relatively small 
size of our sample. The second limitation concerns the small number of factors likely to explain the level 
of performance of companies.Nevertheless, it can be considered as a starting point for further research. 
Finally, there is two main research perspectives can be outlined. The first is to add other governance 
variables. The second would be to carry out a comparison with what is practiced in other countries and 
in particular emerging countries. 

 

 



http://www.ojs.unito.it/index.php/ejsice/index 

 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  

DOI:10.13135/2704-9906/5084 Published by University of Turin http://www.ojs.unito.it/index.php/ejsice/index 

EJSICE content is licensed under a Creative Commons Attribution 4.0 InternationalLicense  

14 

References 

Adjaoud, F., Mamoghli, C., Siala, F. (2007). La réputation de l’audit externe et les mécanismes de 
gouvernement d’entreprise : interactions et effet sur la performance. 28éme congrès de l’association 
Francophone de comptabilité. 

Adjaoud, F., Zeghal, D., Andaleeb, S. (2007). The Effect of Board’s Quality on Performance: a study 
of Canadian firms. Journal compilation, 15(4). 

Al-ahdal, W. M., Alsamhi, M. H., Tabash, M. I., & Farhan, N. H. (2020). The impact of corporate 
governance on financial performance of Indian and GCC listed firms: An empirical investigation. 
Research in International Business and Finance, 51, 101083. 

Al-Gamrh, B., Ismail, K. N. I. K., Ahsan, T., & Alquhaif, A. (2020). Investment opportunities, 
corporate governance quality, and firm performance in the UAE. Journal of Accounting in Emerging 
Economies. 

André, P., Schiehll,E. (2004). Systèmes de gouvernance, actionnaires dominants et performance future 
des entreprises. Finance Contrôle Stratégie, 7(2), 165 –193. 

Andres, P., Azofra, V. et Lopez, F. (2005). Corporate boards in OECD countries: size, 
composition,functioning and effectiveness. Blackwell Publishing Ltd., 13(2). 

Bahagat, S. et Black (2001). The non-correlation between board independence and long term firm 
performance. Journal of Corporation Law, 231-274. 

Bauer, R., Frijns, B., Otten, R. et Tourani-Rad, A. (2008). The impact of corporate governance on 
corporate performance: evidence from japan. Pacific-Basin Finance Journal, 16, 236–251. 

Belghith, I. (2008). Taxonomie de conseils d’administration et performance ; effet médiateur de 
l’enracinement et du conflit cognitif dans le cas des établissements hôteliers en Tunisie : proposition 
d’un cadre théorique. Journée Rochelaise de Recherche sur le Tourisme - Groupe Sup de Co 
LaRochelle. 

Ben Cheikh, S., Zarai, M, A. (2008). Importance des facteurs organisationnels sur  le pouvoir 
managérial et la performance de la firme. Colloque international fiscalité droit gestion. 

Beshi, T. D., & Kaur, R. (2020). Public trust in local government: Explaining the role of good 
governance practices. Public Organization Review, 20(2), 337-350. 

Biancone P., Secinaro S., Brescia V. (2017). The Popular Financial Reporting and Gender 
Accountability, the Integrated Approach in Municipalities and Public Bodies.  

Biancone P., Secinaro S., Brescia V., Iannaci D. (2018).Communication and Data Processing in Local 
Public Group: Transparency and Accountability.  



http://www.ojs.unito.it/index.php/ejsice/index 

 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  

DOI:10.13135/2704-9906/5084 Published by University of Turin http://www.ojs.unito.it/index.php/ejsice/index 

EJSICE content is licensed under a Creative Commons Attribution 4.0 InternationalLicense  

15 

Biancone P., Secinaro S., Brescia V. (2018).The innovation of local public-sector companies: 
Processing big data for transparency and accountability.  

Biancone P., Secinaro S., Radwan M., Kamal M. (2019). Halal Tourism: An Opportunity for the 
Global Tourism Industry.  

Black, B., Jang, H. et Kim, W. (2005). Does Corporate Governance Affect Firms' Market Values? 
Evidence from Korea. working paperN86/2005 

Çelik, Ş., & Güleç, T. C. (2020). Corporate Governance and Performance. In Corporate Governance 
Models and Applications in Developing Economies, IGI Global, 162-191.  

Charreaux, G. (1996). Vers une théorie du gouvernement des entreprises. Chapitre 15, in G. 
Charreaux (ed.): Le gouvernement des entreprises, Économica. 

Chatelin, C., Trébucq, S. (2003). Stabilité et évolution du cadre conceptuel en gouvernance 
d’entreprise: un essai de synthèse. Communication pour les neuvièmes journées d’histoire de la 
comptabilité et du management.  

Coffey, B., Bush, J., Mumaw, L., de Kleyn, L., Furlong, C., & Cretney, R. (2020). Towards good 
governance of urban greening: insights from four initiatives in Melbourne, Australia. Australian 
Geographer, 1-16. 

Durnev, A., Kim, E. H. (2003). To steal or not to steal: Firm attributes, Legal environnement, and 
valuation. Current Draft. 

Esposito, P., & Dicorato, S. L. (2020). Sustainable development, governance and performance 
measurement in public private partnerships (PPPs): A methodological proposal. Sustainability, 12(14), 
5696. 

Galander, A., Walgenbach, P., Rost,  K. (2015). A social  norm  perspective  on corporate governance 
soft law. Corporate Governance: The international journal of business in society 15(1), 31-51. 

Garcia, A. S., & Orsato, R. J. (2020). Testing the institutional difference hypothesis: A study about 
environmental, social, governance, and financial performance. Business Strategy and the Environment. 

Godard, L. (2001). La taille du conseil d’administration: déterminants et impact sur la performance. 
Cahier du FARGO n° 1010702, Juillet2001. 

Gompers, P.A., Ischii, J.L., Metrick, A. (2003). Corporate governance and equityprices. Quarterly 
Journal of Economics, 118(1).  

Hansen, B.E. (2000). Sample splitting and threshold estimation. Econometrica, 68, 575-603. 

Hergli, M., Bellalah,M., Abdennadher, N. (2007). Gouvernance d'entreprise et valeurs de marché en 
Tunisie. 4th International Finance conference, Hammamat,Tunis. 

Horstmeyer, D., & Wells, K. (2017). When Do Governance Mechanisms Matter Most? 



http://www.ojs.unito.it/index.php/ejsice/index 

 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  

DOI:10.13135/2704-9906/5084 Published by University of Turin http://www.ojs.unito.it/index.php/ejsice/index 

EJSICE content is licensed under a Creative Commons Attribution 4.0 InternationalLicense  

16 

Hutahayan, B. (2020). Factors affecting good governance of performance management. In Facing 
Global Digital Revolution: Proceedings of the 1st International Conference on Economics, Management, 
and Accounting (BES 2019), July 10, 2019, Semarang, Indonesia (p. 207). Routledge. 

Mejdoub, I. (2008). Mécanismes de gouvernance et performance financière des entreprises : un état de 
l’art. 7èmeColloque International de la Recherche en Sciences  de Gestion. Hôtel Le Royal. 

Naciri, A. (2006). Traité de gouvernance corporative. Les presses de l’université LAVAL. 

Peter, K. Shapiro, D., Young, J. (2005). Corporate Governance, Family Ownership and Firm Value: 
the Canadian Evidence”, Corporate Governance, 13(6), 769-784. 

Rosenstein, S., Wyatt, J.G. (1990). Outside directors, board indépendence, and schareholder wealth. 
Journal of financial economics 26, 175-191. 

Sajko, M., Boone, C., & Wernicke, G. 2017. How Much Do CEOs Matter for Corporate Social 
Performance? Academy of Management Proceedings. 

Shome, D.K. Singh, S. (1995). Firm value and external blockholdings. Financial Management, 24(4), 
3-14. 

Srivastava, A., & Bhatia, S. (2020). Influence of family ownership and governance on performance: 
Evidence from India. Global Business Review. 

Stine, R.A. (1995). Graphical interpretation of variance inflation factor. The American Statistician, 49. 

Weir, C., Laing, D., McKnight, P.J. (2002). Internal and External Governance Mechanisms: Their 
Impact on the Performance of Large UK Public Companies. Journal of Business Finance and 
Accounting, 29, 579–611. 

Widodo, D. S., Silitonga, P., & Ali, H. (2020). The Influence of Good Governance, Culture, and 
Performance in Increasing Public Satisfaction and Implication to Public Trust: Study in Indonesian 
Government. Talent Development & Excellence, 12(2). 

Wirtz, P. (2004). Meilleures pratiques de gouvernance, théorie de la firme et modèles de création de 
valeur : une appréciation critique des codes de bonne conduite. Cahier- 140- du FARGO n° 1040401. 
FARGO - Centre de recherche en Finance, Architecture et Gouvernance desOrganisations. 

Yermack, D. (1996). Higher market valuation of companies with a small board of directors.Journal of 

financial economics, 40, 185-211. 



http://www.ojs.unito.it/index.php/ejsice/index  
 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
FOR PEER REVIEW (DOI: 10.13135/2704-9906/5282 Published by University of Turin) http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

17 

Social indicators for businesses’ circular economy: 

multi-faceted analysis of employment as an 

indicator for sustainability reporting 

Scarpellini, Sabina1 

1 Department of Accounting and Finance, University of Zaragoza, Zaragoza, Spain 

E-mail: sabina@unizar.es 

 

Received: 17/11/2020 
Revised: 09/01/2021 
Accepted for publication: 10/01/2021 
Published: 08/03/2021 
 

Acknowledgements 

The writing of this article has been partially co-funded by the Spanish Ministry of Industry and 

Competitiveness - Project ‘ECO-CIRCULAR’ - Ref. ECO2016-74920-C2-1-R and it has been conducted 

within the framework of the ‘Socioeconomic and Sustainability Research Group: Environmental 

Accounting, Corporate Circular Economy and Resources’ (Ref. S33_20R) financed by the Regional 

Government of Aragón. The empirical work was conducted within the framework of the study promoted 

and financed by the Economic and Social Council of Aragón (Spain). I would like to express my special 

thanks to the experts and representatives of the bodies that collaborated through semi-structured interviews 

and played a fundamental role as ‘key informants’. I also acknowledge the contribution of Prof. José M. 

Moneva, Prof. Pilar Portillo-Tarragona, Prof. Fernando Llena-Macarulla and Dr. Alfonso Aranda-Usón.  

 

Abstract 

In recent years, the introduction of the circular economy's principles at the micro level is receiving 

attention in different areas of the business literature. Although several studies have focused on the 

environmental or economic impacts of the adoption of the circular economy at a micro level, a detailed 
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analysis of the social aspects of the circular economy in businesses is still necessary. From a triple bottom 

line perspective, social dimensions of the circular economy are one of the three pillars for sustainability 

accounting and reporting and must be considered in the relationship between firms and their stakeholders. 

Thus, the main objective of this study is to reflect on the social impact of the business circular economy 

at the micro level by analysing job generation. To this end,  this study' approaches the definition of specific 

indicators to measure different dimensions of the employment in a circular economy framework through 

the qualitative analysis of semi-structured interviews collected in a regional case study in Spain. This 

article summarises different metrics to be applied to the measurement of the multi-faceted employment 

generated by companies in a circular model. Furthermore, a contribution derived from the synopsis of this 

study is the definition of the linkage of circular businesses' and the sustainability accounting and reporting.

 

 

Keywords: Social corporate responsibility; Circular economy; Social indicators; Social accounting; 

Social impacts 

 

1. Introduction 

In recent years, attention to the circular economy (CE) has been increasing in different domains, 

including business (Centobelli et al., 2020; Urbinati et al., 2017). Notably, the CE model has gained ground 

among academics, policymakers, and practitioners as an effective way to manage the urgent issues related 

to climate change and sustainability (Marco-Fondevila et al., 2020). The concept of CE arises with the 

objectives of keeping products, components, and materials useable and useful to return to the cycles (Rossi 

et al., 2020). In summary, the aim of a CE is to create circular (closed) loops in which raw materials and 

other resources are used repeatedly in different phases (Yuan et al., 2006) while contributing to waste 

reduction (Aranda-Usón et al., 2018). 

At present, the CE is being implemented worldwide at the micro (company or consumer level), meso 

(eco-industrial parks), and macro (nations, regions, provinces, and cities) levels (Ghisellini et al., 2016). 

In the European Union (EU), a series of communications reports and plans have been implemented to 

expand the CE principles throughout Europe (European Commission, 2014, 2015, 2020).  
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To date, the CE-related research has been mainly developed at the macro level (Korhonen, Honkasalo, 

et al., 2018; Merli et al., 2018; Pomponi & Moncaster, 2017). At the micro level, the knowledge on the 

introduction of the CE model is still in an early stage of development (Aranda-Usón et al., 2020). Studies 

have focused mainly on the competitiveness of firms, the implementation of circular business models 

(Bocken et al., 2016; Witjes & Lozano, 2016), or the analysis of the CE in the general principles of 

sustainability (Geissdoerfer et al., 2017; Kravchenko et al., 2019). Thus, the adoption of the CE by 

businesses requires the definition and measurement of the impacts generated by adopting circular business 

models in terms of social, economic, and environmental as pillars of the sustainability paradigm. 

Moreover, the CE systems are considered beneficial for different sustainability dimensions such as 

resource productivity, job creation, and gross domestic product (European Commission, 2020). However, 

little detailed analysis has been conducted on the impact of the CE on different business sectors, in 

particular, on the resultant social consequence of the introduction of the CE-related activities in firms.  

In particular, from the triple bottom line (Elkington, 2001), companies must implement indicators that 

also capture the relationship between circular activities and their repercussions on the corporate 

sustainability report, which is the leading vehicle for communication through which companies transmit 

to stakeholders their core ideas and progress on the CE (Marco-Fondevila et al., 2020). Additionally, the 

improvement of environmental impacts has been related to the closing of material loops espoused by the 

EC, and the economic aspects are considered intrinsic to the circular business model; however, social 

implications of the EC remain little explored in business literature.  

Reports and studies have focused on the social aspects of the CE, and they reference mostly job creation 

as a positive externality of a transition to the CE, which is focused primarily on resource efficiency and 

recycling and on waste reduction (Llorente-González & Vence, 2020). Notably, the CE model can include 

generating new jobs, improving employees' quality of life, and linking a system's functioning with the 

social dimension of management in organisations (Mathews & Tan, 2011).  

CE implementation is a complex process, and the role of employees is crucial (Khan et al., 2020). In 

particular, new employment opportunities are largely related to recycling and the reuse of waste, sectors 

that generate direct employment (European Commission, 2015). Studies that have analysed the impact of 

the CE on the labour market predict that the waste sector (classification and management of waste for 
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reuse and recycling) will generate a large number of jobs and that most CE-related employment 

opportunities will demand medium- or high-skilled workers (Morgan & Mitchell, 2015).  

In summary, a sustainable future can be a reality only if the economies are rearranged on circular 

principles characterised by a balanced assessment of the economic, social, and environmental needs 

(Momete, 2020) and employment is a relevant pillar for a CE for market and stakeholder's aspects (Rossi 

et al., 2020). However, some questions emerge regarding the selection of social indicators to monitor 

progress towards a CE at the micro level.  

An analysis of the literature reveals two gaps. First, there is a general need for detailed knowledge of 

the implications of the CE on society because the majority of studies have not specifically analysed 

employment generation as a social impact derived from the business CE. In addition, the fragmented 

approach to this topic by scholars has made an enhanced analysis of the CE- related employment 

necessary. Thus, this paper fills these two gaps by providing a joint approach to the definition and 

measurement of the social impact of CE, by analysing job generation at the micro level. As one of the 

contributions to the literature, this study reflects on the indicators inherent to employment and its different 

facets as the social impacts of firms in their relationship with stakeholders for sustainability accounting 

and reporting. 

To achieve these objectives, the remainder of this paper is structured as follows: the next section 

investigates the general background, the third section describes the methodological considerations, and 

the fourth section summarises the findings to state conclusions and reflects on future perspectives of and 

challenges for the measurement of social impacts of the CE at micro level.  

2. Background 

The adoption of the CE by firms contributes to more efficient use of raw materials and resources, to 

cleaner production, and greater efficiency by increasing the circularity of materials (Aranda-Usón et al., 

2020; Jun & Xiang, 2011; Li et al., 2010; Liu et al., 2009; Van Berkel, 2010). Currently, private sector 

initiatives include technologies and processes for closing the material loops and for circular business 

models, the introduction of related environmental standards, or specific actions in the framework of 
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Corporate Social Responsibility (CSR). These initiatives are considered important drivers of the CE 

transformation in many European countries (European Commission, 2020). 

Different authors have pointed out that the concept of CE plays a role in sustainable development 

(Ghisellini et al., 2016; Korhonen, Honkasalo, et al., 2018; Marco-Fondevila et al., 2020). Some 

definitions of CE are evolving towards enhanced concepts based on the pillars of sustainability 

(environment, economy, society), and the measurement of these three dimensions in a CE model is a topic 

in business literature (Kristensen & Mosgaard, 2020; Rossi et al., 2020),: (Korhonen, Honkasalo, et al., 

2018; Korhonen, Nuur, et al., 2018). Nevertheless, it has been argued that the CE literature has prioritised 

the economic system with primary benefits for the environment and only implicit gains for social aspects 

(Padilla-Rivera et al., 2020). Besides, the analysis of the diversity and scope of existing CE indicators on 

all levels points out the prevalence of macro level indicators, while indicators on the meso and micro level 

are less prevailing.  

Based on these premises, the introduction of the CE in businesses raises the integration of the 

sustainability paradigm into management practices claimed by the environmental and social-accounting 

scholars (Adams & Frost, 2008; Adams & Larrinaga-González, 2007; Adams & McNicholas, 2006). 

Notably, because conventional accounting seems most suited to the linear cause-effect relationships 

(Bebbington et al., 2017), the introduction of the CE model in firms requires a radical transformative 

programme based on sustainability that responds to the of inter-locking of the social, environmental, and 

economic systems that have been pointed out for accounting practices (Bebbington & Larrinaga, 2014). 

Moreover, despite the difficulties connected to sustainability and social accounting, their potentially 

significant benefits continue to attract the attention of scholars and practitioners (Mauro et al., 2020) for 

reporting to the internal and external stakeholders through sustainability indicators to accomplish 

sustainability performance management (Warhurst Alyson, 2002).  

The relationship between sustainability accounting and the measurement of the social dimension of the 

CE is summarised in the synopsis of this study (Figure 1). 
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Figure 1. Synopsis of the study 
 

 
 

Source: Author's elaboration 

 

In a CE context, accounting indicators for internal or external reporting are being used in the framework 

of environmental management accounting to measure flows of materials and waste, for liability 

management, or the definition of accounting capabilities of firms for the introduction of circular business 

models (Scarpellini et al., 2020). However, companies sparsely use micro level indicators for the social 

dimension of the CE and further research is necessary (Elia et al., 2017; Rossi et al., 2020; Saidani et al., 

2019).  In particular, companies need to indicate to stakeholders the social impacts of circular investments 

and activities. 

The approach used in this study is not specifically theory-driven, and the research objective is to enhance 

the knowledge about how to measure the social impacts related to the introduction of the CE in businesses. 

Nevertheless, different authors point out that the stakeholders play an essential role in the adoption by 

companies of CE principles (Banaite & Tamosiuniene, 2016; Lieder & Rashid, 2016; Stewart & Niero, 

2018) and the links of the CE with sustainability accounting and reporting bring this study closer to the 
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stakeholder theory in line with Aranda-Usón et al. (2020). From the perspective of the social impact, 

circular business models have been associated with a high potential in terms of job creation (Burger et al., 

2019; European Commission, 2014; Ghisellini et al., 2016; Manninen et al., 2018; Rizos et al., 2016). 

Notably, the generation of new jobs is one of the most cited social impacts in the literature and is often 

presented as a measure of the positive social outcome of the CE (Llorente-González & Vence, 2020). 

However, this requires further research.  

Although the CE is now understood as a promising model for creating jobs in local infrastructures 

(Fizaine, 2020), or elsewhere (Larsson & Lindfred, 2019; Padilla-Rivera et al., 2020), further attention 

must be paid to net job creation in the CE context. Researchers have argued that the transition to a CE has 

helped create jobs in the last decade (Sánchez-Ortiz et al., 2020; Yuan et al., 2006). An increasing number 

of authors have used the new jobs related to the CE as an indicator (Coats & Benton, 2015; Hysa et al., 

2020; Kristensen & Mosgaard, 2020; Morgan & Mitchell, 2015). Aranda-Usón et al. (2018) determine the 

impact on employment at the micro level in a region by using the volume of income of the CE-related 

activities in companies. Girard and Nocca (2019) define 'circular jobs' as those jobs related to the CE's 

principles, and Rossi et al. (2020) highlight that employment is a social pillar. Moreover, the job creation 

from circular business and different supply chain activities is an indicator of CE's social implications 

(Pieroni et al., 2019).  

Some authors have analysed the possible adverse effects on workers in sectors with environmental 

impacts, and there is broad agreement that adopting a CE could result in job creation in some sectors and 

in job losses in others (Aranda-Usón et al., 2018). Also, Morgan and Mitchell (2015) consider that labour 

requirements of a growing CE are replacing elsewhere in the economy, for instance, in the production of 

virgin materials or new products. Thus, new jobs are differentiated from those created by substitution or 

those resulting from the re-definition of redundant jobs. 

Within this social dimension, some studies have also analysed the required skills and education related 

to a CE (Burger et al., 2019; Kravchenko et al., 2019). In this sense, education and training contribute to 

the development of these skills, increase labour productivity, and manage the latest technologies for 

closing the material loops (Chiappetta Jabbour et al., 2020), advancing sustainable development. Stahel 

(2016) affirms that the remanufacturing and repairing of old goods, buildings, and infrastructure creates 
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skilled jobs in local workshops. Khan et al. (2020) highlight the relevance of recruiting employees for CE 

objectives and the need for technical training of production workers to operationalise new plants. 

Additionally, skills and circular jobs remain too generic and difficult to adequately inform CE policy 

(Padilla-Rivera et al., 2020). Thus, we can argue that the social performance of CE related to jobs also 

includes employee skills development and specific training (Golinska et al., 2015). 

From another perspective, Azevedo et al. (2017) include other factors that must be measured for CE-

related jobs, including work accidents, precarious work, or percentage of contracted women. In addition, 

the harmfulness of the manufacturing process level of comfort at work has been analysed by Golinska et 

al. (2015) and Veleva & Bodkin (2017). Notably, the CE can also contribute to setting the disappearance 

of low-level occupations (Padilla-Rivera et al., 2020), and the social re-valorisation of circular activities 

could lead to an improvement in working conditions and should be considered from a social perspective 

(Kirchherr & Piscicelli, 2019). Therefore, indicators applied to these impact categories should include 

more employment conditions to understand the real social dimension of the CE measured through 

employment (Kravchenko et al., 2019). Nevertheless, at present, the limited number of indicators 

considering the social dimension makes it difficult to determine a general approach to this dimension 

(Kristensen & Mosgaard, 2020). 

In some studies, the social goals of a CE have been linked to the sharing economy and participative 

democratic decision-making that increases the collaborative culture and the number of public partners 

involved (Girard & Nocca, 2019; Rossi et al., 2020). In this context, sustainability culture must be 

promoted among employees and suppliers (Khan et al., 2020), and the measurement of the employment 

in a CE context would include community relationships and user relationships (Kravchenko et al., 2019). 

Notably, the employee's engagement and awareness in circular businesses is a relevant factor (Chiappetta 

Jabbour et al., 2020) and Veleva & Bodkin (2017) and provides a starting point for developing specific 

indicators for CE strategies and employee engagement.  

Another factor related to jobs in a CE framework is the innovative character of circular technologies 

(Momete, 2020). Rossi et al. (2020) argue that innovations required for new product designs and patents 

related to recycling and secondary raw materials are social indicators of a CE (Golinska et al., 2015; Hysa 

et al., 2020). Therefore, knowledge for innovation should be promoted among businesses to develop 
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intellectual capital for the adoption of the CE by firms, because some traditional jobs are likely to suffer 

in the transition to a circular model (EEA, 2016). 

In summary, the CE-related activities introduced in businesses involve specific technical and 

organisational capabilities embedded in a sustainable, productive paradigm (Llorente-González & Vence, 

2020). Thus, the measurement of CE-related employment should include more aspects than the number 

of new jobs. These specific facets that integrate circular employment and the main studies on this topic 

are summarised in Table 1. 

Table 1. CE-related studies classified by different factors of circular employment at the micro level 
 

Jobs creation as the social 
indicator of the CE 

(Aranda-Usón et al., 2018; Burger et al., 2019; Girard & Nocca, 2019; Horbach et 
al., 2015; Hysa et al., 2020; Iacovidou et al., 2017; Kristensen & Mosgaard, 2020; 
Llorente-González & Vence, 2020; Mesa et al., 2018; Momete, 2020; Morgan & 
Mitchell, 2015; Pieroni et al., 2019; Rossi et al., 2020; Stahel, 2016; Yuan et al., 
2006) 

Engagement in the CE 
principles 

(Chiappetta Jabbour et al., 2020; Veleva & Bodkin, 2017) 

Collaborative culture  (Girard & Nocca, 2019; Khan et al., 2020; Kravchenko et al., 2019; Rossi et al., 2020) 
Net balance of employment 
generation 

(Aranda-Usón et al., 2018; Morgan & Mitchell, 2015) 

Skills and training (Burger et al., 2019; Chiappetta Jabbour et al., 2020; Golinska et al., 2015; Khan et 
al., 2020; Kravchenko et al., 2019; Padilla-Rivera et al., 2020; Stahel, 2016) 

Workers' conditions/safety (Azevedo et al., 2017; Golinska et al., 2015; Kirchherr & Piscicelli, 2019; 
Kravchenko et al., 2019; Padilla-Rivera et al., 2020) 

Knowledge for innovation (EEA, 2016; Golinska et al., 2015; Hysa et al., 2020; Llorente-González & Vence, 
2020; Momete, 2020; Rossi et al., 2020) 

Source: Author's elaboration 

Despite the studies listed in Table 1, relatively little is known of jobs created by businesses through their 

CE-related activities. In particular, the analysis of other aspects of circular employment remains 

fragmented. Thus, this paper aims to assist organisations in reporting on their social perspective of the 

introduction of the CE, and the following research questions are raised: 

RQ1. How can companies measure CE-related jobs at micro level?  

RQ2. What are the different dimensions of the employment related to the circular business model that 

could be reported by companies? 
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In the following sections, these research questions are answered by reflecting on a different dimension 

of CE-related employment through a double-focus qualitative methodology. 

3. Research design  

This study is eminently reflective, and the methodology is mainly based on a desk research method. 

However, different aspects of the CE-related employment and other social impacts of the introduction of 

the CE in businesses were explored through a regional case study in Spain.  

This study comprises three steps: first, to estimate the impact of the CE in the region, desk research was 

conducted with a set of specific indicators; second, to analyse perceptions of the adoption of the main CE-

related activities in the region at the levels of society, public administrations, and the private sector, 21 

semi-structured (in-depth) interviews were conducted; and third, to measure the CE's impacts, 

employment as a social indicator was analysed.  

Semi-structured interviews have also been used in other CE-specific studies because they allow for 

processing information that otherwise could not be systematically collected through key informants (Geng 

et al., 2009; Uddin, 2020). Specifically, the methodology for the analysis was adapted to fit the regional 

context in which CE was in an incipient state of implementation (Everingham et al., 2013) and it is 

coherent with the methodological insights provided by previous studies (Crowe et al., 2011; Eisenhardt, 

1989; Yin, 2009). 

The CE in the region was measured through 21 interviews of experts selected by the authors as key 

informants according to the guidelines of the commitment. Owing to confidentiality agreements with the 

interviewees, their identities remain with the authors; however, the list of their profiles is included in Table 

2. Due to the general objective of the study, one-third of the interviewees represents the regional public 

administrations, one-third represents society, and one-third represents companies or the business sector, 

in line with the three main stakeholder categories pointed out by Banaitė and Tamošiūnienė (2016) for a 

CE. 

 

 



http://www.ojs.unito.it/index.php/ejsice/index  
 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
FOR PEER REVIEW (DOI: 10.13135/2704-9906/5282 Published by University of Turin) http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

31 

Table 2. Profile of the experts selected as key informants 
Type of organisation Profile of the experts 
Public administration Four engineers, two lawyers, one economist 
Industries and private companies  Five engineers, one economist, one other 

R&D institutes, NGOs and other organisations One engineer, two lawyers, one chemist, one architect, one sociologist, 
one journalist 

Source: Author's elaboration 

The interviews, each lasting approximately 30 minutes, were recorded, transcribed and analysed for 

trends and patterns of response (Dolowitz & Medearis, 2009). All the interviews are analysed in an 

aggregated manner by using a qualitative method. In addition, experts were asked to assign a value to each 

opinion using a Likert-type scale ranging from 0 to 10, with 0 being the score that expresses total 

disagreement or that the interviewee believes the statement to be of no relevance and 10 being the highest 

valuation, expressing total agreement, or that the interviewees believed the statement to be highly relevant. 

From the Likert-type scale thus constructed, the opinions expressed are divided into three levels: 0–3 is 

slightly or not at all relevant, 4–7 is moderately relevant and equal to or greater than 8 is very relevant. 

The case is the Spanish region of Aragón, and based on the CE having significant economic, 

environmental, and social impacts at the territorial level (Aranda-Usón et al., 2018), the impact on 

employment of the introduction of the CE-related activities in businesses is analysed. This region was 

selected because of the regional government's commitments to the author that enabled an analysis of the 

territorial impact of the CE.  

In recent years, the selected region has experienced an increase in the number of local, small-scale 

initiatives to implement some of the circular principles (Aranda-Usón et al., 2018; Portillo-Tarragona et 

al., 2017; Scarpellini et al., 2019). To date, these initiatives have been mainly adopted in the waste 

management sector, according to the recommendations for the introduction of the EU (European 

Commission, 2020), the Spanish Government (Gobierno de España, 2020), and the regional planning for 

a CE.  

This study presents the results of additional analysis of the social impacts of business circular activities. 

As such, the next section attempts to summarise the perception of experts on the impact on employment 

from the introduction of the CE in regional businesses.  
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4. Main results 

This study analyses the experts' perceptions of (1) the relevance of the barriers due to a lack of 

stakeholders' interest, (2) the relevance of the barriers because of a lack of specialised employees, (3) the 

effectiveness of subsidised training plans for employees, (4) the potential impact of the CE on society, and 

(5) the potential CE-related job generation. For each question, the average and the frequency of the 

answers are calculated. Table 3 presents the main results.  

Table 3. Summarised results of the interviews 

 
Lack of 

stakeholders' interest 
Lack of 

specialised employees 
Subsidised training plans 

for employees 
Potential impact of CE 

on society 
MEAN 5.30 5.70 6.38 2.60 
MEDIAN 2.00 7.00 8.00 3.00 
MODE 5.50 6.50 7.00 3.00 
SD 3.15 2.79 2.36 1.23 

Source: Author's elaboration 

For social impact, informants considered that the implementation of a CE would generate different jobs 

but would not increase the total volume of employment in the region. They pointed out that the CE would 

require professionals trained in advanced techniques from different scientific backgrounds. In particular, 

chemists, biologists, physicists, specialised technicians, and specialised lawyers and economists were 

demanded in the future. The relationship between employment and CE was stated by most of the experts, 

but the general impact of the CE on society was not corroborated. 

In summary, from the analysis of the semi-structured interviews, the opinion of the experts interviewed 

differs according to the organisations they represent (Table 4). 

Table 4. Summarised results of the interviews, according to the profile of the experts interviewed 

 

Lack of 
stakeholders' 

interest 

Lack of 
specialised 
employees 

Subsidised 
training plans 
for employees 

Potential 
impact of CE 

on society 

Potential CE-
related job 
generation 

Private Firms 4.6 4.8 6 2.5 6.8 
Public Administration 4 6.2 7.7 2.4 7.2 

Society 7.1 5.8 5.5 2.8 6.5 
Total  5.3 5.7 6.3 2.6 5.8 

Source: Author's elaboration 
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The most remarkable differences between the respondents' opinions of representatives of public 

administrations, society, or private companies are detected in the interest of the stakeholders in a CE and 

the effectiveness of the subsidised training plans.  

The improvement of the employability of the workforce through training plans related to CE is one of 

the results obtained through the interviews. Figure 2 summarises a schematic classification of the different 

factors related to employment in a CE context. 

Figure 2. Multi-faceted analysis of employment as a social indicator of CE in businesses. 

 
Source: Author's elaboration 

 

Based on the results, the leading indicators linked to the employment generated by companies that 

adopted a circular business model companies are selected. However, Table 4 shows some differences 

between the respondents' perception and the relevance of these different aspects of the employment and a 

hierarchic scheme cannot be elaborated for prioritising these dimensions. 

It could be argued that the concern of the respondents in this case slightly diverges from the interest 

expressed by researchers, to date. In particular, academics have widely approached the impact of the CE 

on employment, but the other specific factors of CE-related jobs are still understudied.  

Figure 2 has been elaborated through the results obtained to outline the close relationships between the 

employment generated and the multiple factors that affect it. It can be seen how all the dimensions of the 

circular employment are considered connected to each other. However, its arrangement indicates the 

conjunctions between the various factors in terms of measurement. For example, innovation is closely 
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linked to the skills of the employees, which in turn form the necessary engagement for the collaborative 

scheme required in circular environments. Thus, the higher training supposes better work and 

employability considerations as new jobs generated that imply the net creation of employment that needs 

to be measured in this multi-faceted social impact in business CE models. 

4.1 Discussion 

This study is eminently reflective, and the methodology is mainly based on a desk research method. 

However, the results of a regional case study are summarised in this study with the mere objective of 

reflecting on the implications of this analysis from different stakeholders' perceptions of this topic. In 

addition, the approach used in this study is not specifically theory-driven, and the research objective is to 

enhance the knowledge on how to measure the social impacts related to the introduction of the CE in 

businesses. Nevertheless, a summarised discussion is presented in next to outline the multiple facets of 

employment as an indicator of CE. 

Generally, the social dimension of the CE addresses the identification, accounting, and management of 

the values and needs of different stakeholders of a company (Kravchenko et al., 2019). Notably, 

engagement of stakeholders is necessary to enable a transition towards a CE (Rossi et al., 2020), in line 

with the results obtained for social and environmental governance of firms (Ortas et al., 2019; Rivera et 

al., 2017) and carbon disclosure (Guenther et al., 2016). Hence, the analysis of social impacts from the 

firms' view in a circular context advances the literature to be closer to the stakeholder' theory for reporting 

processes, in line with Aranda-Usón et al. (2020). Notably, through the reporting, companies may attempt 

to maintain their licence to operate in a CE and reduce the possible gaps between their stakeholders' 

expectations in terms of sustainability (Hahn & Kühnen, 2013; Rossi et al., 2020; Stewart & Niero, 2018).  

I acknowledge that it would be unrealistic to be unaware of the potential resistance within the institutions 

of accountancy that makes changes due to the multidimensional character of the CE difficult. 

Nevertheless, I posit that over the years, accountants have evolved towards sustainability principles, and 

the presence of environmental accounting standards favours the integration of measurement and reporting 

in all the dimensions that a CE requires. Since the critical debate initiated by Moneva et al. (2006) on the 

possible camouflaging of social and environmental accounting and reporting by firms and CSR, 
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environmental and social accounting and the triple bottom line are now concepts more frequently used in 

the accounting fields, also in CE studies (Urmanaviciene & Arachchi, 2020). 

Nonetheless, this study corroborates the arguments of Kristensen and Mosgaard (2020) on the scarcity 

of the measurement of social impacts in a CE context, an indication of the development of economic and 

environmental indicators through standards; notably, indicators for the social dimension have not reached 

the same level of consensus (Kristensen & Mosgaard, 2020). Therefore, the path to the inclusion of the 

three pillars of sustainability must include moving towards the CE also through accounting and reporting 

practices. 

5. Conclusions 

The original purpose of proposing the concept of CE was to close material loops as a conjunction of 

economic and environmental improvements, and the interaction with society is a more recently considered 

aspect in the CE framework. Notably, today's business literature has focused mainly on environmental and 

economic aspects of the CE, not its complex social implications that must be measured for sustainability 

accounting and reporting in the relationship of firms with stakeholders.  

This study highlights that experts scarcely consider the relevance of CE in society in the current phase 

of development of the CE introduction at micro level. The scarcity of social measurements of CE-related 

activities introduced by businesses is also corroborated, and it highlights the origins of the concept of CE, 

more focused on eco-efficiency and the economy versus the environment than on the social foundations 

of the model. 

Undoubtedly, a CE provides substantial environmental and economic opportunities (raw materials 

saving, competitiveness, and business opportunities) that imply social benefits (jobs generation). 

However, the forecasted positive social impacts of a CE have not been demonstrated. For this purpose, 

the companies are required to implement a triple bottom line perspective in which social dimensions of 

the CE are integrated with environmental and economic aspects as one of the three pillars of sustainability. 

In this context, this study fills the gap in the literature by investigating the different aspects of the 

employment linked to CE-related activities introduced by businesses. The multiple facets of employment 

must be measured by companies to report social concerns to different categories of stakeholders. Social 
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indicators are a key pillar of sustainability accounting and reporting and have important legitimacy in 

reporting to the internal and external stakeholders to accomplish sustainability performance businesses' 

management in a CE framework.  

A contribution derived from the synopsis of this study is the definition of the linkage of circular 

businesses' and the sustainability accounting and reporting in a CE framework. Moreover, these results 

claim that novel circular business models must enable an explicit analysis of social implications in a triple 

bottom line perspective. Notably, conventional accounting seems unsuited to capture the introduction of 

the CE model in firms. Thus, the integration of the sustainability paradigm into management practices, as 

has been claimed by environmental and social-accounting scholars, is claimed again regarding the 

introduction of the CE in businesses. 

One challenge facing practitioners is the enhanced measurement of social impacts derived by their CE 

by integrating specific circular indicators in sustainability reporting. Therefore, managers seeking CE 

business investments should increase the engagement among employees to improve specific innovation 

and management capabilities within firms, with the participation of the accounting structures. Similarly, 

policymakers can further promote CE by providing incentives to firms not only based on the number of 

new jobs generated but also on the net balance of derived jobs and other indicators for qualitative factors 

inherent to the employment in a CE framework. 

The limitations of this study suggest that further interdisciplinary work on this topic is necessary because 

of the systemic nature of the CE at a firm level. Further research must also consider employment generated 

at a meso level when more companies are involved. Empirical investigations of the social impacts of 

companies that adopt a circular business model could also enhance the results of further research. 

References 

Adams, C. A., & Frost, G. R. (2008). Integrating sustainability reporting into management practices. 

Accounting Forum, 32(4), 288–302. https://doi.org/10.1016/j.accfor.2008.05.002 

Adams, C. A., & Larrinaga-González, C. (2007). Engaging with organisations in pursuit of improved 

sustainability accounting and performance. Accounting, Auditing and Accountability Journal, 20(3), 

333–355. https://doi.org/10.1108/09513570710748535 



http://www.ojs.unito.it/index.php/ejsice/index  
 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
FOR PEER REVIEW (DOI: 10.13135/2704-9906/5282 Published by University of Turin) http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

37 

Adams, C. A., & McNicholas, P. (2006). Making a difference: Sustainability reporting, accountability and 

organisational change. Accounting, Auditing & Accountability Journal, 20(3), 382–402. 

https://doi.org/10.1108/09513570710748553 

Aranda-Usón, A., M. Moneva, J., Portillo-Tarragona, P., & Llena-Macarulla, F. (2018). Measurement of 

the circular economy in businesses: Impact and implications for regional policies. Economics and 

Policy of Energy and the Environment, 2(1), 187–205. https://doi.org/10.3280/EFE2018-002010 

Aranda-Usón, A., Portillo-Tarragona, P., Scarpellini, S., & Llena-Macarulla, F. (2020). The progressive 

adoption of a circular economy by businesses for cleaner production: An approach from a regional 

study in Spain. Journal of Cleaner Production, 247(1), 119648. 

https://doi.org/10.1016/j.jclepro.2019.119648 

Azevedo, S. G., Godina, R., & Matias, J. C. de O. (2017). Proposal of a sustainable circular index for 

manufacturing companies. Resources, 6(4), 1–24. https://doi.org/10.3390/resources6040063 

Banaite, D., & Tamosiuniene, R. (2016). Sustainable Development: The Circular Economy Indicators’ 

Selection Model. Journal of Security and Sustainability Issues, 6(2), 489–499. 

https://doi.org/10.9770/jssi.2016.5.3(4) 

Banaitė, D., Tamošiūnienė, R., Banaite, D., & Tamosiuniene, R. (2016). Sustainable Development: the 

Circular Economy Indicators’ Selection Model. Journal of Security and Sustainability Issues, 6(2), 

315–323. https://doi.org/10.9770/jssi.2016.6.2(10) 

Bebbington, J., & Larrinaga, C. (2014). Accounting and sustainable development: An exploration. 

Accounting, Organizations and Society, 39(6), 395–413. https://doi.org/10.1016/j.aos.2014.01.003 

Bebbington, J., Russell, S., & Thomson, I. (2017). Accounting and sustainable development: Reflections 

and propositions. Critical Perspectives on Accounting, 48, 21–34. 

https://doi.org/10.1016/j.cpa.2017.06.002 

Bocken, N. M. P., de Pauw, I., Bakker, C., & van der Grinten, B. (2016). Product design and business 

model strategies for a circular economy. Journal of Industrial and Production Engineering, 33(5), 

308–320. https://doi.org/10.1080/21681015.2016.1172124 

Burger, M., Stavropoulos, S., Ramkumar, S., Dufourmont, J., & van Oort, F. (2019). The heterogeneous 

skill-base of circular economy employment. Research Policy, 48(1), 248–261. 

https://doi.org/10.1016/j.respol.2018.08.015 

Centobelli, P., Cerchione, R., Chiaroni, D., Del Vecchio, P., & Urbinati, A. (2020). Designing business 



http://www.ojs.unito.it/index.php/ejsice/index  
 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
FOR PEER REVIEW (DOI: 10.13135/2704-9906/5282 Published by University of Turin) http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

38 

models in circular economy: A systematic literature review and research agenda. Business Strategy 

and the Environment, January, bse.2466. https://doi.org/10.1002/bse.2466 

Chiappetta Jabbour, C. J., De Camargo Fiorini, P., Wong, C. W. Y., Jugend, D., Lopes De Sousa Jabbour, 

A. B., Roman Pais Seles, B. M., Paula Pinheiro, M. A., & Ribeiro da Silva, H. M. (2020). First-mover 

firms in the transition towards the sharing economy in metallic natural resource-intensive industries: 

Implications for the circular economy and emerging industry 4.0 technologies. Resources Policy, 

66(January), 101596. https://doi.org/10.1016/j.resourpol.2020.101596 

Coats, E., & Benton, D. (2015). Unemployment and the circular economy in Europe: a study of 

opportunities in Italy, Poland and Germany. http://www.green-

alliance.org.uk/resources/Unemployment and the Circular Economy in Europe.pdf 

Crowe, S., Cresswell, K., Robertson, A., Huby, G., Avery, A., & Sheikh, A. (2011). The case study 

approach. Medical Research Methodology, 11(100), 1–9. 

Dolowitz, D. P., & Medearis, D. (2009). Considerations of the obstacles and opportunities to formalizing 

cross-national policy transfer to the United States: A case study of the transfer of urban environmental 

and planning policies from Germany. Environment and Planning C: Government and Policy, 27(4), 

684–697. https://doi.org/10.1068/c0865j 

EEA. (2016). Circular economy in Europe. Developing the knowledge base. In European Environment 

agency (Issue 2/2016, pp. 1–37). https://doi.org/10.2800/51444 

Eisenhardt, K. M. (1989). Building Theories from Case Study Research. In The Qualitative Researchers 

Companion (Vol. 14, Issue 4, pp. 532–550). https://doi.org/10.4135/9781412986274 

Elia, V., Gnoni, M. G., & Tornese, F. (2017). Measuring circular economy strategies through index 

methods: A critical analysis. Journal of Cleaner Production, 142, 2741–2751. 

https://doi.org/10.1016/j.jclepro.2016.10.196 

Elkington, J. (2001). Enter the Triple Bottom Line. The Triple Bottom Line: Does It All Add Up?, 1(1986), 

1–16. https://doi.org/10.1021/nl034968f 

European Commission. (2014). Communication from the Commission to the European Parliament, the 

Council, the European Economic and Social Committee and the Committee of the Regions. Towards 

a circular economy: A zero waste programme for Europe. COM (2014) 398 Final (pp. 1–14). 

European Commission. http://ec.europa.eu/environment/circular-economy/pdf/circular-economy-

communication.pdf 



http://www.ojs.unito.it/index.php/ejsice/index  
 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
FOR PEER REVIEW (DOI: 10.13135/2704-9906/5282 Published by University of Turin) http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

39 

European Commission. (2015). Cloosing the loop - An EU action plan for the circular economy. In 

COM/2015/0614 final (Vol. 614, p. 21). European Commission. 

https://doi.org/10.1017/CBO9781107415324.004 

European Commission. (2020). Leading the way to a global circular economy: state of play and outlook - 

SWD(2020) 100 final. In Commission Staff Working Document. 

https://ec.europa.eu/environment/circular-economy/pdf/leading_way_global_circular_economy.pdf 

Everingham, J. A., Pattenden, C., Klimenko, V., & Parmenter, J. (2013). Regulation of resource-based 

development: Governance challenges and responses in mining regions of Australia. Environment and 

Planning C: Government and Policy, 31(4), 585–602. https://doi.org/10.1068/c10184 

Fizaine, F. (2020). The economics of recycling rate: New insights from waste electrical and electronic 

equipment. Resources Policy, 67(April), 101675. https://doi.org/10.1016/j.resourpol.2020.101675 

Geissdoerfer, M., Savaget, P., Bocken, N. M. P., & Hultink, E. J. (2017). The Circular Economy – A new 

sustainability paradigm? Journal of Cleaner Production, 143, 757–768. 

https://doi.org/10.1016/j.jclepro.2016.12.048 

Geng, Y., Zhu, Q., Doberstein, B., & Fujita, T. (2009). Implementing China’s circular economy concept 

at the regional level: A review of progress in Dalian, China. Waste Management, 29(2), 996–1002. 

https://doi.org/10.1016/j.wasman.2008.06.036 

Ghisellini, P., Cialani, C., & Ulgiati, S. (2016). A review on circular economy: The expected transition to 

a balanced interplay of environmental and economic systems. Journal of Cleaner Production, 114(1), 

11–32. https://doi.org/10.1016/j.jclepro.2015.09.007 

Girard, L. F., & Nocca, F. (2019). Moving towards the circular economy/city model: Which tools for 

operationalizing this model? Sustainability (Switzerland), 11(22), 1–48. 

https://doi.org/10.3390/su11226253 

Gobierno de España. (2020). España Circular 2030. In Estrategia Española de Economía Circular - 

Ministerio de Economía Industria y Competitividad (pp. 1–65). Gobierno de España. 

https://www.miteco.gob.es/es/calidad-y-evaluacion-ambiental/temas/economia-

circular/espanacircular2030_def1_tcm30-509532.PDF 

Golinska, P., Kosacka, M., Mierzwiak, R., & Werner-Lewandowska, K. (2015). Grey Decision Making 

as a tool for the classification of the sustainability level of remanufacturing companies. Journal of 

Cleaner Production, 105(1), 28–40. https://doi.org/10.1016/j.jclepro.2014.11.040 



http://www.ojs.unito.it/index.php/ejsice/index  
 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
FOR PEER REVIEW (DOI: 10.13135/2704-9906/5282 Published by University of Turin) http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

40 

Guenther, E., Guenther, T., Schiemann, F., & Weber, G. (2016). Stakeholder Relevance for Reporting: 

Explanatory Factors of Carbon Disclosure. Business and Society, 55(3), 361–397. 

https://doi.org/10.1177/0007650315575119 

Hahn, R., & Kühnen, M. (2013). Determinants of sustainability reporting: A review of results, trends, 

theory, and opportunities in an expanding field of research. Journal of Cleaner Production, 59(1), 5–

21. https://doi.org/10.1016/j.jclepro.2013.07.005 

Horbach, J., Rennings, K., & Sommerfeld, K. (2015). Circular Economy and Employment. In 3rd IZA 

Workshop: Labor Market Effects of Environmental Policies. 

https://sunstiftungsfondhttp//conference.iza.org/conference_files/environ_2015/horbach_j11332.pdf 

Hysa, E., Kruja, A., Rehman, N. U., & Laurenti, R. (2020). Circular Economy Innovation and 

Environmental Sustainability Impact on Economic Growth: An Integrated Model for Sustainable 

Development. Sustainability, 12(12), 4831. https://doi.org/10.3390/su12124831 

Iacovidou, E., Velis, C. A., Purnell, P., Zwirner, O., Brown, A., Hahladakis, J., Millward-Hopkins, J., & 

Williams, P. T. (2017). Metrics for optimising the multi-dimensional value of resources recovered 

from waste in a circular economy: A critical review. In Journal of Cleaner Production (Vol. 166, pp. 

910–938). https://doi.org/10.1016/j.jclepro.2017.07.100 

Jun, H., & Xiang, H. (2011). Development of circular economy is a fundamental way to achieve 

agriculture sustainable development in China. Energy Procedia, 5, 1530–1534. 

https://doi.org/10.1016/j.egypro.2011.03.262 

Khan, O., Daddi, T., & Iraldo, F. (2020). Microfoundations of dynamic capabilities: Insights from circular 

economy business cases. Business Strategy and the Environment, September 2019, 1–15. 

https://doi.org/10.1002/bse.2447 

Kirchherr, J., & Piscicelli, L. (2019). Towards an Education for the Circular Economy (ECE): Five 

Teaching Principles and a Case Study. Resources, Conservation and Recycling, 150(January), 

104406. https://doi.org/10.1016/j.resconrec.2019.104406 

Korhonen, J., Honkasalo, A., & Seppälä, J. (2018). Circular Economy: The Concept and its Limitations. 

Ecological Economics, 143(1), 37–46. https://doi.org/10.1016/j.ecolecon.2017.06.041 

Korhonen, J., Nuur, C., Feldmann, A., & Birkie, S. E. (2018). Circular economy as an essentially contested 

concept. Journal of Cleaner Production, 175, 544–552. https://doi.org/10.1016/j.jclepro.2017.12.111 

Kravchenko, M., Pigosso, D. C., & McAloone, T. C. (2019). Towards the ex-ante sustainability screening 



http://www.ojs.unito.it/index.php/ejsice/index  
 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
FOR PEER REVIEW (DOI: 10.13135/2704-9906/5282 Published by University of Turin) http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

41 

of circular economy initiatives in manufacturing companies: Consolidation of leading sustainability-

related performance indicators. Journal of Cleaner Production, 241, 118318. 

https://doi.org/10.1016/j.jclepro.2019.118318 

Kristensen, H. S., & Mosgaard, M. A. (2020). A review of micro level indicators for a circular economy 

– moving away from the three dimensions of sustainability? Journal of Cleaner Production, 243, 

118531. https://doi.org/10.1016/j.jclepro.2019.118531 

Larsson, A., & Lindfred, L. (2019). Digitalization, circular economy and the future of labor. In Routledge 

(Ed.), The Digital Transformation of Labor (1st editio, Issue December 2019). 

https://doi.org/10.4324/9780429317866-16 

Li, H., Bao, W., Xiu, C., Zhang, Y., & Xu, H. (2010). Energy conservation and circular economy in 

China’s process industries. Energy, 35(11), 4273–4281. 

https://doi.org/10.1016/j.energy.2009.04.021 

Lieder, M., & Rashid, A. (2016). Towards circular economy implementation: A comprehensive review in 

context of manufacturing industry. Journal of Cleaner Production, 115, 36–51. 

https://doi.org/10.1016/j.jclepro.2015.12.042 

Liu, Q., Li, H.-M., Zuo, X.-L., Zhang, F.-F., & Wang, L. (2009). A survey and analysis on public 

awareness and performance for promoting circular economy in China: A case study from Tianjin. 

Journal of Cleaner Production, 17(2), 265–270. 

https://doi.org/http://dx.doi.org/10.1016/j.jclepro.2008.06.003 

Llorente-González, L. J., & Vence, X. (2020). How labour-intensive is the circular economy? A policy-

orientated structural analysis of the repair, reuse and recycling activities in the European Union. 

Resources, Conservation and Recycling, 162(February), 105033. 

https://doi.org/10.1016/j.resconrec.2020.105033 

Manninen, K., Koskela, S., Antikainen, R., Bocken, N., Dahlbo, H., & Aminoff, A. (2018). Do circular 

economy business models capture intended environmental value propositions? Journal of Cleaner 

Production, 171(1), 413–422. https://doi.org/10.1016/j.jclepro.2017.10.003 

Marco-Fondevila, M., Llena-Macarulla, F., Callao-Gastón, S., & Jarne-Jarne, J. I. (2020). Are Circular 

Economy policies actually reaching organizations? Evidence from the largest Spanish companies. 

Cleaner Production, IN PRESS, 124658. https://doi.org/10.1016/j.jclepro.2020.124858 

Mathews, J. A., & Tan, H. (2011). Progress toward a circular economy in China: The drivers (and 



http://www.ojs.unito.it/index.php/ejsice/index  
 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
FOR PEER REVIEW (DOI: 10.13135/2704-9906/5282 Published by University of Turin) http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

42 

inhibitors) of eco-industrial initiative. Journal of Industrial Ecology, 15(3), 435–457. 

https://doi.org/10.1111/j.1530-9290.2011.00332.x 

Mauro, S. G., Cinquini, L., Simonini, E., & Tenucci, A. (2020). Moving from social and sustainability 

reporting to integrated reporting: Exploring the potential of Italian public-funded universities’ 

reports. Sustainability (Switzerland), 12(8), 3172. https://doi.org/10.3390/SU12083172 

Merli, R., Preziosi, M., & Acampora, A. (2018). How do scholars approach the circular economy? A 

systematic literature review. Journal of Cleaner Production, 178(1), 703–722. 

https://doi.org/10.1016/j.jclepro.2017.12.112 

Mesa, J., Esparragoza, I., & Maury, H. (2018). Developing a set of sustainability indicators for product 

families based on the circular economy model. Journal of Cleaner Production, 196(1), 1429–1442. 

https://doi.org/10.1016/j.jclepro.2018.06.131 

Momete, D. C. (2020). A unified framework for assessing the readiness of European Union economies to 

migrate to a circular modelling. Science of the Total Environment, 718, 137375. 

https://doi.org/10.1016/j.scitotenv.2020.137375 

Moneva, J. M., Archel, P., & Correa, C. (2006). GRI and the camouflaging of corporate unsustainability. 

Accounting Forum, 30(2), 121–137. https://doi.org/10.1016/j.accfor.2006.02.001 

Morgan, J., & Mitchell, P. (2015). Employment and the circular economy. Job creation in a more resource 

efficient Britain. https://doi.org/10.13140/RG.2.1.1026.5049 

Ortas, E., Gallego-Álvarez, I., & Álvarez, I. (2019). National institutions, stakeholder engagement, and 

firms’ environmental, social, and governance performance. Corporate Social Responsibility and 

Environmental Management, 26(3), 598–611. https://doi.org/10.1002/csr.1706 

Padilla-Rivera, A., Russo-Garrido, S., & Merveille, N. (2020). Addressing the social aspects of a circular 

economy: A systematic literature review. Sustainability (Switzerland), 12(19), 1–17. 

https://doi.org/10.3390/SU12197912 

Pieroni, M. P. P., McAloone, T. C., & Pigosso, D. C. A. (2019). Business model innovation for circular 

economy and sustainability: A review of approaches. Journal of Cleaner Production, 215(1), 198–

216. https://doi.org/10.1016/j.jclepro.2019.01.036 

Pomponi, F., & Moncaster, A. (2017). Circular economy for the built environment: A research framework. 

Journal of Cleaner Production, 143, 710–718. https://doi.org/10.1016/j.jclepro.2016.12.055 

Portillo-Tarragona, P., Scarpellini, S., Llena, F., & Aranda-Usón, A. (2017). Nivel de implantación de la 



http://www.ojs.unito.it/index.php/ejsice/index  
 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
FOR PEER REVIEW (DOI: 10.13135/2704-9906/5282 Published by University of Turin) http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

43 

economía circular en Aragón (CESA - Consejo Económico y Social de Aragón (ed.)). © Consejo 

Económico y Social de Aragón. 

https://www.aragon.es/estaticos/GobiernoAragon/OrganosConsultivos/ConsejoEconomicoSocialAr

agon/Areas/Publicaciones/ESTUDIOS/2017/Economia_circular_Ed_integra.pdf 

Rivera, J. M., Muñoz, M. J., & Moneva, J. M. (2017). Revisiting the Relationship Between Corporate 

Stakeholder Commitment and Social and Financial Performance. Sustainable Development, 25(6), 

482–494. https://doi.org/10.1002/sd.1664 

Rizos, V., Behrens, A., van der Gaast, W., Hofman, E., Ioannou, A., Kafyeke, T., Flamos, A., Rinaldi, R., 

Papadelis, S., Hirschnitz-Garbers, M., & Topi, C. (2016). Implementation of circular economy 

business models by small and medium-sized enterprises (SMEs): Barriers and enablers. 

Sustainability (Switzerland), 8(11), 1–18. https://doi.org/10.3390/su8111212 

Rossi, E., Bertassini, A. C., Ferreira, C. dos S., Neves do Amaral, W. A., & Ometto, A. R. (2020). Circular 

economy indicators for organizations considering sustainability and business models: Plastic, textile 

and electro-electronic cases. Journal of Cleaner Production, 247. 

https://doi.org/10.1016/j.jclepro.2019.119137 

Saidani, M., Yannou, B., Leroy, Y., Cluzel, F., & Kendall, A. (2019). A taxonomy of circular economy 

indicators. Journal of Cleaner Production, 207(1), 542–559. 

https://doi.org/10.1016/j.jclepro.2018.10.014 

Sánchez-Ortiz, J., Rodríguez-Cornejo, V., Del Río-Sánchez, R., & García-Valderrama, T. (2020). 

Indicators to measure efficiency in circular economies. Sustainability (Switzerland), 12(11). 

https://doi.org/10.3390/su12114483 

Scarpellini, S., Marín-Vinuesa, L. M., Aranda-Usón, A., & Portillo-Tarragona, P. (2020). Dynamic 

capabilities and environmental accounting for the circular economy in businesses. Sustainability 

Accounting, Management and Policy Journal, 11(7), 1129–1158. https://doi.org/10.1108/SAMPJ-

04-2019-0150 

Scarpellini, S., Portillo-Tarragona, P., Aranda-Usón, A., & Llena-Macarulla, F. (2019). Definition and 

measurement of the circular economy’s regional impact. Journal of Environmental Planning and 

Management, 62(13), 2211–2237. https://doi.org/10.1080/09640568.2018.1537974 

Stahel, W. R. (2016). The circular economy. Nature, 531(7595), 435–438. 

https://doi.org/10.1038/531435a 



http://www.ojs.unito.it/index.php/ejsice/index  
 

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
FOR PEER REVIEW (DOI: 10.13135/2704-9906/5282 Published by University of Turin) http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

44 

Stewart, R., & Niero, M. (2018). Circular economy in corporate sustainability strategies: A review of 

corporate sustainability reports in the fast-moving consumer goods sector. Business Strategy and the 

Environment, 27(7), 1005–1022. https://doi.org/10.1002/bse.2048 

Uddin, M. J. (2020). How the agent-based banking model might facilitate financial inclusion and 

sustainability via economic circularity ? – A Bangladesh perspective. European Journal of Social 

Impact and Circular Economy, 1(2), 76–94. 

Urbinati, A., Chiaroni, D., & Chiesa, V. (2017). Towards a new taxonomy of circular economy business 

models. Journal of Cleaner Production, 168(1), 487–498. 

https://doi.org/10.1016/j.jclepro.2017.09.047 

Urmanaviciene, A., & Arachchi, U. S. (2020). The Effective Methods and Practices for Accelerating 

Social Entrepreneurship Through Corporate Social Responsibility. European Journal of Social 

Impact and Circular Economy, 1(2), 27–47. https://doi.org/10.13135/2704-9906/5085 

Van Berkel, R. (2010). Quantifying sustainability benefits of industrial symbioses. Journal of Industrial 

Ecology, 14(3), 371–373. https://doi.org/10.1111/j.1530-9290.2010.00252.x 

Veleva, V., & Bodkin, G. (2017). Emerging drivers and business models for equipment reuse and 

remanufacturing in the US: lessons from the biotech industry. Journal of Environmental Planning 

and Management, 61(9), 1631–1653. 

Warhurst Alyson. (2002). Sustainability Indicators and Sustainability Performance Management. Mining, 

Minerals and Sustainable Development, 43(43), 129. http://pubs.iied.org/pdfs/G01026.pdf 

Witjes, S., & Lozano, R. (2016). Towards a more Circular Economy: Proposing a framework linking 

sustainable public procurement and sustainable business models. Resources, Conservation and 

Recycling, 112(1), 37–44. https://doi.org/10.1016/j.resconrec.2016.04.015 

Yin, R. K. (2009). Case Study Research: Design and Methods. In Essential guide to qualitative methods 

in organizational research (Vol. 5, Issue 5). https://doi.org/10.1097/FCH.0b013e31822dda9e 

Yuan, Z., Bi, J., Moriguichi, Y., & Zengwei Yuan, Jun Bi,  and Y. M. (2006). The Circular Economy: A 

New Development Strategy in China. Journal of Industrial Ecology, 10(1–2), 4–8. 

https://doi.org/10.1162/108819806775545321 

 



   
 

 
European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
DOI: 10.13135/2704-9906/5516 Published by University of Turin http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License  

45 

Management Accounting in European Finance for Smart 

Tourism and Sustainable Destinations: How Organizations 

Deficiency?     

Stefano DE NICHILO1 
1 Department of Economic and Business Sciences, University of Cagliari, Italy  
 
E-mail: stefanodenichilo1985@gmail.com 
 
Received: 26/10/2020 
Revised: 06/02/2021 
Accepted for publication: 07/02/2020 
Published: 08/03/2021 

 

 

Abstract 

The research investigates the interplay of sustainable tourism, management, monitoring, 

destination life cycles and stakeholder involvement in Sardinia destinations. Management techniques 

are considered critical to the sustainable stewardship and competitiveness of tourism destinations, 

especially in an island context where tourism is business all year round and all seasons. The 

importance of tourism management and monitoring in destinations and organizations is particularly 

highlighted through an explanation of sustainable tourism indicator systems such as that created by 

the European Commission. Systems such as this will help position Europe as the leading sustainable 

tourism destination in the world both now and in the future. The research followed an inductive 

approach. According to general principles of the inductive methodology, knowledge is gathered from 

detailed observation of facts.  This study permits to adopt multiple research methods, both qualitative 

and quantitative. The analysis is grounded in documents, direct observations and questionnaires. In 

the first phase, only qualitative methods were utilized. This classification is supported by the assessor 

answers: high to moderate tourism impacts respectively on destination A (North Sardinia) and B 

(South Sardinia) and a level of contact between tourists and the local population that can be classified 

as low in the Destination A and between low and moderate in Destination B. The effects of public 
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policies and tourism development cannot be measured only in economic terms, this paper provides a 

qualitative-quantitative analysis of the phenomenon and possible proxies. 

 
  

 

Keywords: Management Accounting, Organization Settings, Smart Tourism, Sustainable 

Destinations, Tourism Indicator Systems and Tourism Management and Monitoring.  

  

 

1. Introduction 

Management accounting has a peculiar function with the broader accounting discipline. 

“Management accounting is concerned with the provision of information to people within the 

organizations to help them make better decisions and the improve the efficiency and effectiveness of 

existing operations” (Van der Stede 2015). The peculiarity of management accounting is that it is a 

science dealing with decision-making, whereas the remaining part of accounting is basically the 

science of reporting accounting information (Power 2009). The necessity to manage and control 

tourism and impacts at the local level (Hannan & Freeman 1977) has attracted attention to the basis 

of the tourism phenomenon: geographic areas defined by administrative boundaries that are perceived 

in the market through a specific image. Sustainability is regarded as a science (Kates 2001; Levin and 

Clark 2010; Kates 2011) based on multi-disciplinary approaches. Different disciplines: psychology, 

sociology, geography, and ecology, contribute to the growth of the field, which are comprised of 

various aspect included in the concepts of nature, human beings and organizations. The complexity 

of tourism phenomenon and sustainability topics enriches scientists’ investigation. Sustainability is 

certainly a multifaceted field of investigation. In literature, an important research has been conducted 

on destination management and, specifically for our purposes, there is a branch of this research called 

adaptive management (Larson et al., 2012; Plummer et al., 2009; McCook, 2010; Karatzoglou et al., 

2010), which will be mentioned in the following pages, since it is considered related to sustainable 

tourism management.  
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The postmodern period of management accounting was encouraged by the development of 

information technology and the view of the organization as a complex set of interdependencies and 

relationships (Hopper & Bui 2016). Within a dynamic and competitive environment, in a business 

world of fast and cheap information flow, management accounting had to solve the problem involving 

the flexibility and competitiveness of production, while the academic discussion moved onto the 

question of how to implement management accounting systems in a such a complex and uncertain 

environment (Biancone, Secinaro, Brescia, Calandra 2020). 

The research paradigm followed in the study can be considered interpretative; the destinations 

represent a composite reality in which it is possible to address observation, investigation and possibly 

develop and define concepts for future evolvement in the fields (Jones, T., Atkinson, H., Lorenz, A., 

& Harris, P. 2012). 

Management accounting (Van der Stede 2011) is nowadays at a turning point, as pressures from 

outside call for increased disclosure of information, which “before was mainly relegated to internal 

decision making” (Power 2007). Moreover, when the crisis happened, due to constrained finance, 

firm faced the issue of rethinking their decisions, sometimes including their strategic decisions, and 

“had to set their budgets aside at worst, or revise them at best” (Palermo & Van der Stede 2011). 

Tourism destination are complex systems that evolve overtime. In the dynamic of tourism demand 

and supply evolution, destinations can either encounter prosperity or decline. Which type of 

development is appropriate for destinations? This is the general enquiry the study has considered in 

its initial formulation, based on the recognition of mass tourism as one of the global change 

syndromes (Gordon & Narayanan 1984). How can destinations became and remain sustainable over 

the course of their lifespan? This part of sustainable tourism is less developed in the tourism discourse 

as it appears less evident than protection of the environment (Clarke 1997; Swarbrooke 1999). 

Considering the UNWTO definition (2004, pag. 7) related to management, it is stated “Sustainable 

tourism development requires the informed participation of all relevant stakeholders, as well as strong 

political leadership to ensure wide participation and consensus building. Achieving sustainable 

tourism is a continuous process and it requires constant monitoring of impacts, introducing the 

necessary preventive and/or corrective measures whenever necessary”. 
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In this respect Figure 1 is restructured below to evidence management as a mean to reach the goal 

of sustainability in destinations. The managerial environment has a broader significance and embraces 

institutions, organizations, associations, and business (Swarbrooke 1999). Each of these entities 

usually plays an active role in the management of tourism activities within the environmental 

boundaries of a destination. Hence, sustainable tourism is a human-centred concept (Mitchell, 1997), 

in which social groups participate and contribute to the realization of sustainable attributes of 

destinations. Managing tourism also involves tourists, as the UNWTO definition (2004, pag. 7) points 

out “Sustainable tourism should also maintain a high level of tourist satisfaction and ensure a 

meaningful experience to the tourists, raising their awareness about sustainability issues and 

promoting sustainable tourism practices amongst them”.  

International acknowledgement of the importance of the environment and its related issues and the 

relevance to tourism management are stated in the core message of the Brundtland report, “Our 

common future”. This document can be considered a main justification for declarations of political 

commitment to the environment. The key concept in this report is the compromise between present 

and future developments in order to preserve the primary resource of tourism: the destination. It is 

indicated that policy directions should aim to follow a sustainable path in development patterns.  

Adequate management accounting systems (Galbraith 1973) may be useful for detecting issues at 

an early stage and informing the management about the feasibility of any financial or economic 

inconvenience before it develops into an important risk and captures the attention of key stakeholders. 

Following the previous considerations, the research questions this study aims to answer are: a) 

Which kind of managerial tools allow destinations to preserve the current natural heritage to 

guarantee the conservation for future generations? b) Are these managerial tools effective for 

sustainable management of tourism in destinations as to ensure the future existence of destinations? 

The underlying hypotheses of this study are: first, the effective management of tourism impacts in 

destinations requires adequate indicator systems; second, the effectiveness of indicator systems rely 

on destination stakeholders’ commitment; and third, that sustainability, area life cycle, and 

governance are intrinsically related in destinations.  

The main gap in the literature is the analysis of a particular case, but at the same time representative 

of an evolved civil society like that of the islands. This idea is true first of all for a certain degree of 
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independence from the central country system and then for the cultural openness to the limit of 

uniqueness that only an island can offer. The smart tourism destination in an island context is 

fundamental as regards aspects of work and the quality of life. Our choice falls in Sardinia where 

tourism is business all year round and all seasons. 

To answer these research questions and provide support for the related hypothesis, the methodology 

adopted in the study is inductive; overall, qualitative methods provide the core foundation for this 

research, as it is explained in the followings paragraphs. 

Figure 1. Outcomes of Corporate Social Responsibility 

Source: Our Elaboration 

2. Literature review 

2.1 Institutional settings: Contingency theory and issues of financial pressure 

The activity of internal auditors, and the processes and control systems they deal with, are not 

predicable ex ante and are depicted contingently, they cannot rely on a “one-size-fits-all” procedure, 

but need to be adjusted to the specific context of a specific firm at a specific time. That said, 

management accounting as a discipline is able to identify specific procedures, which can better match 

specifically defined situations in which the organization may be involved.  
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According to contingency theory (Fischer 1995), situational factors (or contingent or contextual 

factors) influence the design of the management accounting system, while organizational 

performance and effectiveness depend on the quality of fit of the management accounting system, 

when designed ad hoc, and the specific situational factors that activated it. These characteristics of 

the discipline make it difficult to undertake big numbers-based empirical studies, as each organization 

is unique and the potential situational factors are infinite and nested with each other, while the 

effectiveness of the fit between the management accounting system and the situational factors is often 

not easily measurable. 

To simplify the application of management accounting to practical issues, theorists have variously 

tried to categorize the situational factors.  

The external environment and its level of uncertainty are relevant situational factors, related to 

change in the environment, which occur unexpectedly, such as the financial crisis of 2008. When the 

conditions under which the firm operates are more stable, the external environment will be considered 

as more certain. 

On the contrary, dynamic conditions are the premise for an uncertain external environment (Eckles, 

Hoyt & Miller 2014). It is documented that firms operating in a more stable and certain environment 

adopt a formula-based approach to the measurement of management accounting systems 

effectiveness, whereas firms operating in a dynamic and uncertain environment adopt a subjective 

approach to performance evaluation. In the current situation, a formula-based approach, which 

presupposes the meeting of targets, will easily fail if the uncertain dynamics of the environment make 

the targets inappropriate. Uncertainty (Chenhal & Morris 1985) is also correlated with the level of 

sophistication of the management accounting system, given that a certain external environment needs 

only internal, financial and historical information, whereas an uncertain external environment will 

require a more sophisticated management accounting systems, which can also gather information that 

is external, less finical and future-oriented, as well as generally requiring decentralization in the 

organizational (and decisional) structure. 

The competitive strategy adopted by the firm is also a situational factor, which is able to shape the 

management accounting systems (Chapman 2006). A low-cost competitive strategy will require a 

formula-based approach, requiring significant attention paid to cost control mechanisms and frequent 
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and detailed quantitative reports on performance. On the other hand, a differentiation strategy will 

control costs less effectively and be mainly focused on non-financial measures of performance. 

Destinations are the basis of tourism at local level; they are the primary resource of tourism 

business, and are the object of management strategies and policies aimed at adequately conserving it 

as a resource. This is the priority of sustainable tourism destinations, which, in a modern approach, 

cannot be implemented without being collectively addressed through stakeholders participation. It 

has also to be noted that an ideal equilibrium state is impossible to reach in composite systems as 

destinations, where complex system of resources, tools, management levels and stakeholders types 

are in place. 

Sustainable destination can then appear in their holistic vision, as integrated, adaptive socio-

ecological system. These are the elements that will be discussed: 

a. destination as an integrated systems; 

b. destination as a social system; 

c. destination as a socio-ecological system; 

d. destination as an adaptive system. 

A sustainable tourism destination is an integrated system characterized by a high degree of 

complexity. The notion of system is relevant to appreciate the elements that make up the concept of 

sustainable destination, and their value within the composite system. A system is not simply the sun 

of its elements, but is notably distinguished by a specific combination of elements derived from 

interrelation and exchange. The destination is a unique and original entity in comparison to its single 

attributes, and has a value that exceeds the potential of the distinct elements of which it is composed. 

In the paper, the destination has been identified through the attributes of attractions, amenities, human 

resources, accessibility, image and price. In the context of this paper, those same attributes will be 

highlighted as part of a destination system, in which they can play a role in qualifying and defining 

the destination profile. 
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In pointing out the social system of a destination, the complexity of sustainable tourism destination 

systems appears evident. The destination is an entity with distinctive elements on the ground, such as 

beaches, buildings, roads, etc., comprised of people that are part of different social groups within the 

economic environment, families, enterprises, associations and public administrations. In tourism 

destinations this social clusters can be regrouped to represent the different parts of the society with 

interest in tourism. In this respect, the social groups are named, stakeholders, and though informed 

participation, the composition of their interests makes the social system sustainable (Sautter and 

Leisen 1999). 

The destination is a mix of society and nature, in which the composition of different stakeholder 

approaches is the real challenge for destinations committed to sustainable behaviors. In this sense, 

the last character of destinations as sustainable systems is the necessary to adopt flexible and adaptive 

forms of management that are able to face the continuous evolvement of tourism interest groups and 

society, and ensure the adaption of the natural and physical environment to global and local changes. 

Specifically, the branch of tourism management know as adaptive management is defined in literature 

as, “the process of building resilience and coping with the uncertain inherent in complex systems 

through a continual process of experimenting, monitoring and social learning” (Miller and Twining-

Ward, 2005, pag. 19). Environmental crises related to climate change are constantly increasing, 

creating grater impacts on communities and vulnerable people, such as indigenous and poor 

populations. Managing risks and developing mitigation and adaption planning approaches has been 

conceptualised  and implemented worldwide (Page 2010). The need to reduce vulnerability of the 

environment to crises, which can also impact on tourism, will require stakeholder involvement and 

collaborative management based on multilevel policies and programmes.  

Finally attention on technology will also determine the appropriateness of the management 

accounting system, as formula-based approaches and process costings are able to measure the 

performance of process and mass production, whereas job costing are more relevant to batch 

production technologies.    

2.2 Stakeholder theory framework for tourism analysis 

The stakeholder theory is also employed to explain stakeholder relationship in business belonging 

to different sectors, including the tourism sector. The theory can contribute to regulating relationship 
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between tourism actors at the destination level. In particular, the principles of the theory are 

considered more significant in the case of destinations involved in sustainable tourism development, 

due to the role stakeholders should play. Indeed, as described in previous paragraphs, international 

and European sustainable tourism organizations consider the involvement and the commitment of all 

stakeholders in planning and in the decision-making process at the destination level as a fundamental 

step in sustainable tourism development. 

Many studies aim to identify stakeholder of tourism. Sautter and Leisen (1999), refer to workers, 

local enterprise, residents, tourists, public administrators, competitors, activists and international 

chains as the stakeholders involved in tourism planning at a destination level. Ryan (2002), 

considering potential stakeholders of an hypothetical tour operator in an hypothetical destination, 

identifies government, travel agencies, local administrators, accommodation enterprises, natural and 

urban environment, workers, brokerage houses and other special interest groups. Currie (2009) 

considers the Mitchel (1997) categories and identifies local indigenous enterprises as dormant 

stakeholders, fishing and sailing enterprises as discretionary stakeholders, the water managing 

authority as demanding stakeholders, governmental authorities as dominant stakeholders, tourism and 

accommodation enterprises as dependent stakeholders, environmentalists as dangerous stakeholders, 

and natural resources managing enterprises as definitive stakeholders. Byrd (2007) selects the current 

and potential community and tourists as the stakeholders principally involved in sustainable tourism 

development at the destination level. 

According to the traditional approach, the interests of the three stakeholder groups are 

incompatible. For example, actions aimed at the maximization of business profits could cause damage 

on the natural environment. Expectations of workers could be conflicting with business profit 

objectives. Environmental associations and local authorities could conflict in the management of 

natural resources. 

However, according to a different perspective, stakeholders interests can be considered 

complementary. In destinations focused on tourism development, and especially sustainable tourism 

development, business cannot pursue economic goal that negate the efforts to safeguard the natural 

and cultural environment. This is because natural and cultural attractions represent the core of tourism 

products and the most interesting destination features for tourists. 
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Their degradation entails a loss of destination value, a tarnished image, and other indirect negative 

consequence on the tourism industry. 

For these reasons, the involvement and commitment of all destination stakeholders in planning and 

developing strategies is recommended to define joint and balanced actions in sustainable tourism 

development (Figure 2).      

Figure 2. Balanced Sustainable Tourism Development 

 

Source: Our Elaboration. 

The current variety of instruments used to protect and manage the environment and tourism is 

sophisticated and has been intensively developed in the last decades, following the environmental 

consciousness of stakeholder in destinations. Over time, relevant decision-makers, organization and 

institutions,  academia and professionals have contributed to develop programs, policies and systems 

to improve the sustainability of tourism, economies and societies. 

A first group of sustainable initiatives is related to land-use planning, such as zoning, quotas, and 

protected areas. These initiatives are specifically planned and coordinated within public tourism 

management. 

A second collection of sustainable efforts is related to the acknowledgment of unique sites of 

interest, which are promoted by international institutions. A third set of sustainable programs is 

focused on enterprises, including environmental management systems and the like. These can be 
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developed through private associations, such as tour operators, or other organizations and institutions 

with interest in sustainable tourism development. 

Public policies, plans and initiatives play a strategic role in the sustainability of tourism 

destinations. In fact, the public sector has the power to legislative and use fiscal instruments that can 

determine and characterize a destination either toward exploitation or conservation of the natural, 

economic, social and cultural environment. This is true in different parts of the world where the state 

of nature and humans have been altered by tourism development. The positive and negative impacts 

of tourism need to be balanced through public intervention in order to regulate tourism investment, 

processes, decision and activities that occur in geographic areas governed by public institutions. 

Undoubtedly, public stakeholders have different priorities for the governance of territories. These 

priorities are influenced by linked elements, such as the quality and nature of resource, the way of 

life of the area, stakeholder commitment, etc. Additionally, debates over the compromise between 

economic growth and welfare and the consequences on the environment frequently engage policy 

makers. 

Sustainability in the development of territories and population is aimed at reaching economic goals 

while preserving the value and identity of destinations for next generations. Sustainability is the 

perspective requires financial resources to fund sustainable initiatives that protect the integrity of 

destinations. 

The more relevant and powerful public management capability is, the more limited land utilization 

options become. Development is a long-term process that first calls for land-use planning through 

legislation that can be supported by appropriate analyses conducted on the ground, carrying capacity 

and limits of acceptable change, and then regulation on specific sites, including zoning, the creation 

of protected areas, quotas and the like. 

In regards to the funding mechanism for sustainability, several public initiatives can contribute to 

the economic support of sustainable tourism, eco-taxes, user fee and donations. 

In a hierarchy of main public concerns, legislation on tourism is positioned, according to the vision 

of O’Riordan (1981), after a national commitment on security and economic growth, and immediately 
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after regional development and income distribution. The first national goal also encompasses 

community health and employment. In this context, the environment does not represent a priority but 

is seen as an instrument that supports the national goals. The second national goal is focused on a 

redistribution of wealth that guarantees equitable social opportunities. This is another instance where 

there is no specific interest in environmental protection but it is once again beneficial to national and 

regional policies. 

The degree to which attention is given to the environment as a national and sub-national goal 

depends on the value that public stakeholders attribute to nature, considering internal and external 

forces that place pressure on the side of preservation rather that consumption. 

Recently, there has been increasing attention given to sustainable issues and the need to implement 

regulation. Surprisingly, this consciousness has also been spreading into developing countries, which 

will have to pay costs that developed countries did not face during their stages of development in the 

past. 

The sophistication of sustainability tools that advice public policies in land-use planning can be 

analyzed through studies on carrying capacity and limits of acceptable change.    

3. Methodology 

The research employed different methods. In the first phase of the study, literature and documents 

related to private and public instruments for the management of sustainable destinations were 

considered (Baxter & Jack (2008). Their principles, guidelines, procedures, purposed and indicator 

sets were examined in a qualitative and quantitative approach. The conditions for use, and their weak 

and strong points were also identified (Brasini 2010).  

In this part of the paper an empirical investigation is employed to answer the research question and 

hypotheses, expressed as follow: a) Which kind of managerial tools allow destinations to preserve 

the current natural heritage to guarantee the conservation for future generations?; b) Are these 

managerial tools effective for sustainable management of tourism in destinations as to ensure the 

future existence of destinations? And hypotheses: first, the effective management of tourism impact 

in destinations requires adequate indicator systems; second, the effectiveness of indicator system rely 
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on destination stakeholders’ commitment; and third, that sustainability, area life cycle, and 

governance are intrinsically related in destinations (Castellani & Sala 2010). 

Considerations have also been traced on the effectiveness of managerial and control tools in 

tourism sustainability on the comparison among indicator system with potential and value for tourism 

stakeholders (Corbetta 2003). 

The empirical investigation adopts a multiple case study approach based on the analysis of two 

destinations that are participating in an international program. Each destination represent a single case 

study. The program covers a limited number of destinations. Questionnaires were addressed to 

destination assessor involved in the program, including all the destinations assessed for sustainability 

policies and practices (Coyne, I.T. 1997). Among these destinations, a purposed sampling, based on 

a subjective choice and not at random (Guarte and Barrios, 2006) was selected. The two destinations 

were chosen intentionally according to the following criteria:  

a. the life cycle stage of the destination. To address the third hypothesis that sustainability, life 

cycle area, and governance are intrinsically related in destinations, all the stage of life, ascertained 

through the destination assessor answer, needed to be included in the destination sample for the 

analysis (Creswell 2013). 

b. the significance of the destination for the aims of the research. To investigate the relationship 

between tourism management and monitoring, destination life cycle, stakeholder interest and 

involvement, and the level of sustainability in destinations, the sample of destinations, representative 

of the population in the international program (Battaglia 2011), is characterized as follows: 

geographical pertinence to the different world continents, inclusion of developed and developing 

destinations, variety of destination attributes, and relevance of tourism sector (Miller 2001).  

The research followed an inductive approach. According to general principles of the inductive 

methodology, knowledge is gathered from detailed observation of facts. In the process of induction, 

observations are the starting point of the research, which lead to abstract generalizations as the 

outcome of the study (Baltaretu 2011). Compared to the deductive approach, the object of inductive 

research is not intended to test known theories but to build an abstraction. 
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In accordance with this approach, the research questions arose from a real experience: the 

involvement in international and European programs of tourism impact monitoring at the destination 

level (Thomas 2006). The direct participation in the programs brought her to reflect upon 

management and monitoring systems for sustainable tourism and their effectiveness in developing 

sustainability in tourism destinations (Buckley 2012). Based on these considerations, the research 

questions and the related hypotheses were established, specifically deriving from two sources related 

to a scientific interest in sustainable tourism themes, and an in-field experience on the subject. 

The research area of the study (Bocken, Short, Rana & Evans 2014) has focused on sustainable 

tourism at a sub-national level; this subject explains the chosen unit of analysis destination. Research 

has been limited to the managerial aspect of sustainability through indicator systems (Baltaretu 2011), 

involving stakeholders and the related organizations in the tourism sectors. Observations on the local 

destination context, including the implemented sustainable tourism initiatives, the level of tourism 

development, the stakeholder’s management skills and approach, etc., have deeply contributed to the 

current study (Berke & Conroy 2000). This tries to investigate the possible relationships between 

tourism management and monitoring, progress in destination development, the stakeholder interest 

and involvement, and the level of sustainability in those territories. There is profound association 

among quality of life and quality of tourism destinations. After defining the purpose of the study, the 

research design was elaborated and methods were selected (Tab 1, 2, 3, 4 and 5). 

Tab. 1 Template Descriptive Data Sampling 

Interviews 20 Year 2014 

Object of investigations Sustainable Sardinia Tourism Associations, Smart 
Destination & Digitalization  

Data Sampling Random 50% North Sardinia and 50% South 
Sardinia 

Source: Our Elaboration 

 

 

 



   
 

 
European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
DOI: 10.13135/2704-9906/5516 Published by University of Turin http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License  

59 

Tab. 2 North Sardinia Elaborations 

Destination Questions % Reponse % Positive Relevance 

A North Sardinia 

Population 55 88 
Climate 65 77 
Attractions 44 33 
Amenities 32 67 
Accessibility 77 87 
Human Resource 88 99 
Price 99 89 
Image 58 56 

Source: Our Elaboration. 

 

Tab. 3 South Sardinia Elaborations 

Destination Questions % Reponse % Positive Relevance 

B South Sardinia 

Population 77 67 
Climate 88 88 
Attractions 56 99 
Amenities 34 66 
Accessibility 66 44 
Human Resource 77 33 
Price 89 45 
Image 67 43 

Source: Our Elaboration 

Positive Relavance = 100 Standard Value – X Management Rating Issues 

Tab. 4 Management Class Issues 

Management 
Issue Class Value 

Understanding 1-50 
Validating 1-40 
Forfaiting 1-10 

Source: Our Elaboration 
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Tab. 5 Valuation Effect of Management Issue 

Destination Issues % Understanding % Validating % Forfating 
A North Sardinia 44 33 9 
B South Sardinia 34 23 7 

Source: Our Elaboration 

This study permits to adopt multiple research methods, both qualitative and quantitative. The 

analysis is grounded in documents, direct observations and questionnaires. The need to investigate 

different aspects of the phenomenon justifies the choice of mixed methodologies (Cook & Reichardt 

1979). 

The research was developed into two phases. 

In the first phase, only qualitative methods were utilized. Public and private management and 

monitoring instruments were analyzed through a review of literature, with particular attention given 

to their effectiveness in supporting sustainable development in tourism destinations. International and 

European sustainable tourism management and monitoring indicator systems for destinations were 

considered. In the second phase, qualitative and quantitative methods were employed and a case study 

approach was utilized.  

The application of a specific sustainable tourism management and monitoring system for 

destinations was observed in the context of different case studies. The choice of this specific 

sustainable system was primarily determined as direct experience, observing the implementation of 

the program in one of the destinations selected by the international organization. Secondly, this 

experience allowed to develop an indirect knowledge of the other destinations involved in the 

program (Adams 2020). The organization selected participants on the basis of their international 

significate in term of natural, cultural and social environment of the destinations and of image in the 

tourism market, and also of recognition of the sustainable tourism efforts in that territories. 

A case study approach entails an intensive and in depth analysis of a single case. A case can be a 

location, a person or an organization. In particular, case study research is utilized when a case is 

characterized by complexity and particular nature. When more than one case study is considered, a 

multiple-case study approach is employed  (Adelman, 2017). The utilization of more than one case 
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allows one to compare the findings derived from the analysis of each case. This research focused on 

case studies on international destinations that are currently involved in a sustainable tourism program. 

The destinations selected were evaluated by an internationally accredited organization according to 

recognized international criteria and indicators of sustainable tourism development. Data related to 

the destinations was collected through virtual documents and a questionnaire. The collection of data 

through virtual documents is a qualitative method. In contrast, a self-completion questionnaire is a 

typical instrument of quantitative research.  

Each case study was analyzed through the general information found in virtual documents and the 

specific information derived from the questionnaire responses. Findings related to each destinations 

were systematized and compared. The comparison allowed for the realization of the final 

considerations. Findings derived from the two phases of the analysis in conclusion of the study were 

analyzed. This conducted to conclusive reflections and permitted to answer to the research questions.  

Finally, the two destinations for the aim in the study were chosen solely based on their stages of 

involvement, development and consolidation, totaling two case study destinations. 

4. Results 

The research employed different methods. In the first phase of the study, literature and documents 

related to private and public instruments for the management of sustainable destinations were 

considered. Their principles, guidelines, procedures, purposed and indicator sets were examined. The 

conditions for use, and their weak and strong points were also identified. From the joint assessment 

of all the four systems, some reflections were expressed. 

In the second phase, the case studies were analyzed (Gomm, Hammersley & Foster 2000). Different 

kinds of information were collected.  

A first group of information relating to general data and the features of destinations were obtained 

through virtual documents found on destination’s website. In this research, the website considered 

were all update and appeared authentic and credible. The general data used to determine the case 

studies includes: size of the destination, morphology, population, climate and economy. This data is 

consistent with the composition of a destination profile. 
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Data about the selected destinations were summarized considering the principal attributes of a 

destination, as the first highlighted: attractions, amenities, accessibility, human factors, price, and 

image.  

Another group of information relating to the stakeholder involvement and commitment to the 

management of the destination, the characteristics of sustainable development, and the area life cycle 

stage of each destination was collected through questionnaires, developed into different sections, 

addressed to international organization engaged in the sustainability assessment (Battaglia 2011).  

The questionnaires were self-completed and then returned by e-mail. Utilizing self-completed 

questionnaires that are disseminated through e-mail is a method that is cheap, quick, and simple to 

use, and assures the consistency of investigation techniques throughout all the case studies considered 

(Kothari 2004). 

In this study the questionnaire is used to gather and compare information about key aspects of 

tourism management in the selected destinations, which have been investing in sustainable initiatives. 

The set of questions addressed to respondents is designed to obtain the desired information. 

In the construction of the questionnaires evaluations concerning wording, measuring scale of 

responses, sequence of questions and layout are conducted to favor useful and meaningful results, 

considering their nature of self-completed questionnaires as well. 

The questionnaire begins with an explanation of the object and the goals of the research (Stake 

1995). The first section, dedicated to the destination life cycle information, seeks to investigate some 

characteristics of tourism development level and tourism impacts on the destination.  

In the second section, dedicated to stakeholder involvement and interest, the level of stakeholder 

participation and some relevant aspects of destination governance were explored, such as the 

capability of stakeholders to manage the destination as a system, and the existence of a tourism plan 

(Stake 2013).  

In the third section, focused on the level of sustainability in destinations, some significant features 

of sustainable development in the destinations, some significant features of sustainable development 

in the destination were investigated, including those relating to planning, monitoring, the reporting 
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instruments adopted, and the regulations and policies implemented to protect cultural and natural 

heritage and to combat seasonality in the destination. Closed questions are exposed in the 

questionnaires using horizontal or vertical format. 

To show, observe and analyze the questionnaire data for the current study every question is coded 

through numbers (Suri 2011). Each questionnaire is processed coding the answers and, then, a 

destination survey data is fulfilled. 

The analysis of questionnaires was performed section by section, with a joint examination of 

destination responses for each question. In particular, the analysis of section one aimed to ascertain 

the stage of tourism development in the destinations. The analysis of section two intended to 

investigated the hypothesis that the effectiveness of indicator systems entails a significant 

commitment by destination stakeholders (Alexis 2017).  

The analysis of section three investigated the hypothesis that adequate indicator systems are needed 

for the effective management of tourism in destinations.  

Data analysis is conducted considering the aspects investigated and the results are shown through 

diagrams, measure of central tendency, and frequency table. To investigate the third hypothesis that 

sustainability, governance and area life cycle are connected characteristics in destinations, the 

quantitative and qualitative analysis developed aimed to explore the interrelation of the findings of 

the three sections. The data collected about destination background was utilized to frame, and if 

possible, explain responses.  

This classification is supported by the assessor answers: moderate to low development of tourism; 

partial participation of local community with some facilities provided to visitors; a clear tourism 

season and emerging tourism markets; high to moderate tourism impacts respectively on destination 

A and B; and a level of contact between tourists and the local population that can be classified as low 

in the Destination A, and between low and moderate in Destination B. 

With reference to the stakeholder approach, it can be observed that stakeholder self-interest in the 

destination is considered to a great extent. There are collaborative relationship between primary 
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stakeholders, and many of the group of stakeholder are involved, but in destination B a higher level 

of collaboration is necessary, as reported in the assessor answer (DeNichilo 2020).  

A governance board does exist, but considering the assessor answer, in destination B the 

organization was inactive at the time of the assessment and the destination itself intended to 

reinvigorate it . In both destination A and B, there are political efforts aiming to establish multi-year 

tourism plans and stakeholders responsibilities (DeNichilo 2020). 

Regarding sustainability, both destinations have a solid legal and regulatory framework supporting 

the planning, implementation, and continuity of sustainable development practices. However 

destination B has not fully developed a program for enterprise awareness about changes in landscape 

(Andriotis 2018).  

In addition, destination B lacks a multi-year sustainable tourism strategy, as will be discussed in 

detail. Furthermore, an improved system for monitoring tourism’s direct and indirect economic 

contributions is necessary. According to the assessor, destination promoting is appropriate, including 

promotion of destination products as well. 

Graph 1. Tourism Stage of Development Area in Sardinia 

 

Source: Our Elaboration of Audit Reports 
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Graph 2. Audit Reports of Sardinia Environment Assertions 

 

Source: Our Elaboration of Questionnaires  

Graph 3. Impact of Sardinia Cultural and Environment Heritage 

 

Source: Our Elaboration of Internal Focus 

5. Conclusion and Discussion 
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recreation parks, employment, security, access for all, governance, and healthcare facilities. 

Consequently the sustainability of tourism is now much broader that just environmental 

considerations. It is commonly considered to be comprised of the three pillars: the environment, the 

economy and the community. Sustainability and its basic assumption act as a philosophy that dictates 

the life phases of the destination. It is a way of being, culture that influences behaviors and a sum of 

ethical principles that inspire decision-makers.  

When the risk of failure approaches the role of internal auditing, and control systems in general, it 

becomes more and more evident and serious (Birnberg 2000). New deals for management accounting, 

as academic discipline and as a professional tool, recently overcame the traditional vision of internal 

auditing activity, which today is also accountable to third parties. The traditional accounting 

discipline was settle with the aims of disclosing information on the organization, moving certainty 

and reliability about business contracts towards the business community. The postmodern view of 

management accounting discipline clarifies that the certainty of contracts in the business community 

is hardly believable. The best way to maintain environmental uncertainty is to smooth over the 

information and the requisites for the accounting of failure. Accordingly, discussions on the 

organizational performance should move from statements of what happened towards projections on 

what will happen, supporting the reliability of traditional management accounting systems with a 

forward-looking strategy of “as-if” planning, thus evolving risks into opportunities. When the 

financial performance of the organization deteriorates, some important decisions are urgently 

required. A sudden but effective action should change the trend and mitigate the financial pressure. 

Traditionally, responsibility for unsuccessful performance is attributed to the top management team 

by linking the roots of the crisis to unfortunate or inappropriate decisions made by executives, and to 

the willfully inefficient control exercised by non-executives. Appropriate designing a management 

accounting system and related activities may help to manage the financial pressure issues, although 

not every event is predictable and not every consequence of uncontrollable situational factors can be 

concretely mitigated. 

The empirical side of this research is at evaluating the relationship between destination stakeholders 

commitments, sustainability, and life cycle phase through the employment of case studies. With 

regards to this purpose, the following section summarizes the critical points revealed in the analysis 

of the destination case studies. A first conclusion is related to the relationship between sustainability 
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and area life cycle phases (Modica 2008). The analysis emphasizes the lack of case studies involving 

destinations in the first and last stage of development. None of the destinations participating in the 

sustainable development monitoring program are experiencing the phase of exploration or stagnation. 

It is probable that issues of sustainability are perceived as priorities when the tourism product is 

already developed and can still be designed according to sustainability principles. Moreover, the 

empirical evidence highlighted that sustainability cannot be considered as being completely 

interrelated with area life cycle. Indeed, high levels of sustainability characterize all of the destination 

examined. The preservation of natural and cultural heritage and the improvement of social and 

economic welfare in destinations can be pursued and achieved at any stage of tourism development. 

The area life cycle significantly affects the aspects in which sustainability is reached. Destination 

amenities, accessibility and image are characterized differently at each stage of area life cycle. These 

attributes, in turn, have various impacts on sustainability at the destination level (Modica 2012). The 

destinations examined are not rich in infrastructure. In destination A, amenities are almost entirely 

absent. In destination B, services for tourist are not distributed equitably throughout the island; there 

are some areas with few hotels and other with a wide variety of accommodation services that can 

offer all levels of comfort. Both in the narrow and broad sense, accessibility level is high. In the 

destination at the involvement stage, sustainability is primarily based on respect for natural and 

cultural heritage. In general, the destinations image are recognized worldwide. 

In analyzing the relationship between stakeholder commitment and level of sustainable tourism, 

and between stakeholders involvement and tourism destination development, different remarks can 

be highlighted. The active involvement of public and private destination stakeholders occurs in all 

the case studies, and stakeholder participation is considered a fundamental condition for sustainable 

tourism development (Modica 2015). The level of stakeholder commitment is not the same for all the 

phases of destination development. It seems to be more important in the initial stages of the 

development, and decreases with higher levels of the economic development. It is likely that young 

destination, where infrastructure and services are still insufficient, need more significant levels of 

involvement by private and public tourism actors to develop sustainable tourism. 

As limitation and future research our study can conclude that the destination in the first stage 

attribute more relevance to environmental preservation and to local culture and customs conservation. 

The destinations in advanced stage of development are focused on customer care and economic and 
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social welfare of local community. In other words, the area life cycle stage does not affect the quantity 

but the quality of sustainability.  

Finally organizational should equilibrate the instruments adopted to control uncontrollable 

situational factors and adequately combine objective and subjective instruments for management 

accounting. Excessive reliance on objective performance metrics leads to business as usual, while 

new opportunities are missed out on. While, in business life nowadays, there is no room for 

demonizing objective metrics and relying on a purely subjective approach to evaluations, which 

would likely be affected by hidden pitfalls and side effects, there is a general call to avoid myopic 

evaluations and look at performance dynamically, with a continuous approach to management 

accountants’ role as risk mitigators, while considering risks and financial distress as facilitators for 

turnaround activity, which is positively centered on innovation.    
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Abstract

Purpose of this research is to investigate the moderating role of organizational culture between adoption 

of agile project management methodology and project success, as well as impact of agile project 

management methodology on project success. The data for this study has been collected from 

Telecommunication Services Provider Industry of Pakistan. Total sample size of 197 professionals was 

recorded. A questionnaire was distributed among the participants via hard copy and internet survey 

websites. Using collected data, we tested the effect of agile project management methodology on project 

success and further examined the moderating effect of organizational support between agile project 

management methodology and project success. The examination included Pearson’s correlation 

coefficient as well as regression using IBM SPSS Statistics Version 20. Results indicated that project 

management methodology has a strong correlation with project success and this correlation is not 

moderated by organizational support. The research findings have practical implications both in 

organization and project manager’s perspectives. Our research was limited to specific geographic area due 

to time and cost constraints. Future researchers may opt to conduct the study in other geographic areas of 

Pakistan and different industry including additional and different moderating variables. 

 

Keywords: Project Management Methodologies, Agile, Iterative, Project Success, Organizational 

Support, Telecom Industry
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1. Introduction 

Worldwide, There has been an intense debate to define / redefine theory of project management for 

complex and uncertain project situations (Koskela & Howell, 2002) argued that traditional theory of 

project management is outdated especially in managing uncertainty and rapidly changing project 

environment. Projects that are complex in nature, uncertain and time-constrained therefore traditional 

project management methodology can be inappropriate and potentially unfavorable (T. Williams, 2005). 

Companies are facing many challenges and changes in process to adopt Agile Project Management 

Methodology (Pace, 2019). Transformation in organizational culture is one of them. With substantial 

increase in research on project management methodologies and its effect on project success it was found 

that traditional project management methodology was not giving optimal results in certain scenarios 

(Dybå & Dingsøyr, 2008) therefore researchers and practitioners started looking for alternative methods 

for project implementation. Earlier Agile Project Management methodology was developed as an 

alternative to Traditional Project Management methodology as it offers less risk, more visibility, 

increased business value, more adaptability, faster delivery and reduced costs (Canty, 2015) also 

Stakeholders' feedback has been given extra value in agile project management methodology which 

proved to be beneficial (Highsmith, 2003). Project efficiency/success is measured as performance of the 

project management methodology (Serrador & Pinto, 2015) against the time, cost and quality constraints 

(triple constraints) of the project. The direct effect of agile project management methodology on project 

success remain implicit and is not directly addressed in the most focused and concerted way in the 

available literature yet. To explore this an empirical study on effect of agile project management 

methodology and its effect on Project Success with moderating role of Organizational culture. 

The present study adds value to theory and practice in multiple ways. First, it evaluates the direct 

relationship between agile project management methodology and project success. Second, it investigates 

the moderating role of organizational culture in the relationship between agile project management 

methodology and project success. By using a structural equation modeling (SEM) technique for agile 

project management methodology, we will test and validate that organizational culture can work together 

for project success. This study will be a value addition in literature and help policy makers in 

organizations in adopting correct project management methodology to increase project success rate. 
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Researchers (Bloch, Blumberg, & Laartz, 2012) found that project failure can be so disastrous for a 

company that it may threaten the existence of the company. These alarming situations put scholars and 

practitioners in search of solutions to the cater the problem of project failure and to produce consistent 

project success. This outlines the underlying issue driving this study further research is needed to examine 

the relationship between successful delivery and project management methodology (Garland, 2009; 

Joslin & Müller, 2016; Pinto, 2014; Turner & Keegan, 2001; ul Musawir, Abd-Karim, & Mohd-Danuri, 

2020).  

Considerable attention have been given to agile project management methodology during the last 02 

decades (Dybå & Dingsøyr, 2008) researchers recommended that organizations are required to be more 

agile, more adaptable to changes to achieve more success (Sherehiy, Karwowski, & Layer, 2007). 

Historical models and studies on project management methodology were mainly focused on project 

governance and its role in project decision making, project success and  strategy implementation(Garland, 

2009; Joslin & Müller, 2016; Pinto, 2014; Turner & Keegan, 2001; ul Musawir et al., 2020). However,  

the effect of implementation of agile project management methodology and its effect on project success 

remain implicit and is not directly addressed in the most focused and concerted way in the available 

literature yet. 

Research is fairly new in this field, several characteristics e.g. Collaboration, Modularity, Iteration, 

Time-Bounding, Parsimony, Adaptiveness and Incremental development (Miller, 2001) are to be 

associated with the Agile Project Management, Organizational culture and  Project Success. We will be 

exploring the new avenues to test effectiveness of the agile philosophy and its relationship with project 

success. Though agile project management methodology is popular due to many reasons (less risk, more 

visibility, increased business value, more adaptability, faster delivery and reduced costs) but researchers 

need to explore the possibilities to make this claim valid. So far, previous research on agile project 

management methodology was incidental and more focused research in this area will help practitioners 

and researchers to add value in agile project management methodology literature and practical 

implementation. 
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(Lee & Xia, 2010) have concluded after quantitative and qualitative analysis on software development 

agility that there is no positive relationship between agile project management methodology and the 

project success. The adoption of the agile methods in any organization is not unproblematic challenges 

are being encountered while migrating to agile project management methodologies (Boehm & Turner, 

2005; Chan & Thong, 2009; Cockburn & Highsmith, 2001) and employees behave reluctantly in 

accepting this transformation (Nerur, Mahapatra, & Mangalaraj, 2005). The main objective of this 

research is to investigate that for achieving project success adoption of agile project management 

methodology works better than traditional project management approaches with moderating role of 

organizational culture. Agile project management methodology has become a preferable approach for 

planning and executing projects (Pace, 2019) however there are still some issues in adoption of agile 

culture in organizations. The purpose of this paper is to investigate, through a quantitative study, the 

evidence that that for achieving higher rate of project success adoption of agile project management 

methodology works better than traditional project management approaches with moderating effect of 

organizational culture 

This research sheds light on: 

To determine the impact of adoption of agile project management methodology and its effect on Project 

Success. 

To check moderating role of organizational culture between agile project management methodology 

and Project Success. 

Following questions will be addressed in this Research paper.  

To what extent does agile project management methodology influence project success? 

To what extent does project management methodology influence project success and is this 

relationship influenced by moderating role of Organizational Culture? 
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2. Literature Review 

2.1. Concept and Definitions 

With ever growing complexity of the projects,  organizations seems to be more vigilant in choosing a 

suitable application of project management methodology (Joslin & Müller, 2016) as it plays a very 

critical role in making a project successful or failure. Up till now, research and the findings on project 

management methodologies are biased to some extent e.g., available literature is divided on whether 

success of the project is directly related to project methodologies or not (Lehtonen & Martinsuo, 2006). 

While researching the impact of project management methodologies on project success (Milosevic & 

Patanakul, 2005) inferred that project management methodologies, higher or singular level, may not be 

sufficient in concluding the effect of project management methodology on project success. To get a 

complete understanding and clarification of project management methodology element(s) and their 

inconsistent impact on project success in depth analysis and knowledge is required as some element(s) 

may have a greater impact on project success in collective manner than being studied alone. 

2.2. Agile Project Management Methodology 

Integration of planning and execution phase is core of agile project management methodology which 

allows an organization to build up a working force capable of responding to emerging requirements in 

an efficient manner through collaborative working and then prioritizing work packages i.e. lowest level 

of WBS. Although the agile techniques are set of guidelines that are performed in the software 

development and it is new method to achieve the project goals and to quickly perform the tasks by 

reducing the impact of the factors that delay the project. Meaning of term agile is comprehensible, 

adoption of agile project management methodology is making a paradigm shift in project management 

techniques by using best practices of management science (Anderson, 2004). Agile project management 

methodology focuses on delivering maximum value against business priorities i.e. features of the product 

by applying very tight discipline to "Time and Cost" and keeping iteration on review and prioritization 

of the features whereas in traditional project management approaches feature were considered to be fixed 

by the time the project is initiated. 
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Figure 1 What's Different about Agile? 

 
Source: Author elaboration 

 
 

Whenever any organization decides to adopt agile project management methodology major change in 

traditional culture, mindset and sometime in project team are also required. Considering the need for 

smoothing the process of project planning, the iterative technique was introduced in which re-planning 

during the execution phase of the project was considered. Experienced project managers believe that 

margin should be kept in planning phase of the project considering the uncertain environment and 

changing business needs so that adjustments can be made at the later stages of planning as well. Agile 

technique therefore was required to deal with such needs of the project managers where they can modify 

plans in accordance with the demanding situations. In 2001, the "Agile Manifesto" was written which 

states that agile implementation need to cognizance on 04 values and 12 principles (Dybå & Dingsøyr, 

2008) which are that there should be interaction among the individuals over the technique, there should 

be interactions with the client and their requirements should be negotiated and lastly the plan should be 

changed according the responses received. Project documentation is not a top priority in the agile project 

management methodology like traditional project management and this is to facilitate the project 

managers in the dynamic environment where the plans need not to be rigid and there is a cushion so that 

the response can be documented by project managers when and where required. It is also to be noted that 

unlike traditional planning techniques, in agile more flexibility is utilized for project management. 

(Lindvall et al., 2002) stated that the agile strategies have turned out to be more effective because they 

immediately deal with the issues that are raised specially when the projects are being executed and 

managed in dynamic environments. Project managers from numerous organizations were interviewed to 

validate this and it was inferred that project managers need to modify their plans according to the 

changing timelines, resources, techniques etc. (Collyer, Warren, Hemsley, & Stevens, 2010). Although 
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agile is flexible method of project planning and changes can be later made but it is also important to note 

that the agile project management methodology does not ignore the planning in the earlier stage of the 

project. The fact is to be understood that the planning phase in agile method is not just confined to one 

point but is spread over the course of cycle in place of plans been made in one go. 

Figure 2 Agile Project Management Methodology 
 

 
Source: Author elaboration 

 

(Serrador & Turner, 2015) analyzed 1386 projects and found an inverted-U relationship between agile 

project planning and success of the project, in terms of planning time. By this study, they observed that 

if much amount of time is given to the planning it will have a negative impact on the project success, and 

vice versa. (Mann & Maurer, 2005) explained that thorough iterative planning technique in agile project 

management methodology success rate of the projects can be increased. With ever growing popularity 

of agile project management methodology one limitation of agile project management methodology was 

also under observation of researchers and it was concluded that agile technique can't be applied on mega-

scale projects however in small-scale projects it is considered to be most effective and followed technique 

(Paasivaara, Lassenius, Heikkilä, Dikert, & Engblom, 2013). Most of this analysis is based on narratives 

and smaller number of samples were studied. An example can be quoted to explain this, 48 respondents 

were interviewed from 08 groups to study the variation among organizations that have adopted the agile 

techniques of project planning and organization that have not yet adopted the agile planning technique. 

It was noted that the project success in terms of completing the project withing budget and time was 

similar in both agile and non-agile organizations (Feldt & Magazinius, 2010) it was also concluded that 

although planning strategies have progressed through the years, there are other elements too which are 
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to be associated with the non-compliance of project goals. The consequences of such research have 

confused organizations for the adoption of agile planning technique. 

2.3. Project Success 

To have a holistic view and to obtain a learning opportunity for future project, Scope, Schedule, Cost, 

Team Satisfaction, Customer Satisfaction and Quality are the main objective and subjective criteria 

which are considered to measure the true effectiveness of the project. Project success could also be 

summarized by comprehensive assessment of external factors starting from Initiation, Planning, 

Execution, Monitoring and Control to the Closing phase. For a project to be successful there must be 

acknowledgement of the role of project management within project. 

Adopting a relevant and efficient project management methodology is very vital for achieving project 

success. Many researchers have tried to make a consensus on notion of project success and believed that 

the conventional / traditional project management methodologies were mainly focused on triple 

constraints of PMI i.e. time, scope and cost and producing a quality project (Parker, Parsons, & 

Isharyanto, 2015; P. Williams, Ashill, Naumann, & Jackson, 2015). There are 10 dimensions of success 

of project described by (Müller & Turner, 2007) while they were contributing to the research and have 

great collection of study on the capabilities of the project managers. (Kloppenborg, Manolis, & Tesch, 

2009) restated similar concept that project success is linked with the traditionally used triple constraints 

where all these collectively contribute as the necessary elements of the project success. A vast correlation 

among efficiency of project and success of the project was found by (Serrador & Turner, 2015) they 

argued the efficiency is not alone measurement scale for project success, but it also can't be overlooked 

while (Pinto, 2014) focused on satisfaction of stakeholder expectations. The use of right project 

management methodology to deliver unique results does involve financial investment for organizations 

(Fisher, 2011). Project success is now being measured through the lens of organizational achievement 

instead of meeting the constraints. 

2.4. Organizational Culture 

Culture is the environment we live in. Organizational culture is a system of the shared values, beliefs, ideologies, principles, 

attitudes and the set of assumptions (McLaughlin, 2013) also unwritten rules that have been developed over time and are 
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considered to be integral part of social and psychological environment of an organization. These rules and values are required 

to abided by the employees. These values, beliefs, ideologies, principles, attitudes and the set of assumptions have a strong 

influence on the employees in the organization and outside the organization (Iivari & Iivari, 2011). According to the previous 

research (Iivari & Huisman, 2007) organizational culture is based on vision, values, norms, systems, symbols, language, 

assumptions, beliefs, and habits of the organization. The model presented by (Quinn, 1984; Quinn & Rohrbaugh, 1983) was 

mainly focused on values as core constituents of organizational culture. Organizational culture has been associated with 

different opinions (Smircich, 1983) presented a framework in which system development depends upon organizational culture. 

(Cameron & Quinn, 2011) explained that there are 04 types of organizational cultures: Clan (family-like), Adhocracy 

(dynamic and entrepreneurial), Market (results oriented), and Hierarchy (structured and controlled). Organizational culture, 

more particularly, influence employees’ insights of the work environment and their behaviors and creates a relatively more 

homogeneous working environment among employees which directly impacts organizational progress and functioning 

(Borucki & Burke, 1999). Specific research has also been done on the relationship between agile project management 

methodology adoption and organizational culture (Siakas & Siakas, 2007; Strode, Huff, & Tretiakov, 2009; Tolfo & 

Wazlawick, 2008) and its effects (Robinson & Sharp, 2005) which clearly depicts a strong impact of organizational culture 

on transforming behaviors of employees. Different studies identified and recommended certain characteristics to achieve the 

compatibility with agile project management methodology. Few researchers argued hard to change the entire culture of the 

organization (Tolfo & Wazlawick, 2008; Tolfo, Wazlawick, Ferreira, & Forcellini, 2011) though it’s quite difficult. 

2.5. Agile Project Management Methodology and Project Success 

Research on the project success and project management has been carried out for more than 03 decades 

but in the recent times adoption of agile project management methodology has shown a significant 

improvement in statistics of project success and it is dominating other project management 

methodologies (Stankovic, Nikolic, Djordjevic, & Cao, 2013). After thoroughly analyzing the data 

available from previous researchers (Sheffield & Lemétayer, 2013) concluded that culture of the 

organization is the key aspect of the project success. Agile project management methodology has evolved 

substantially to respond to the modifications that were required during the course of the project. This 

paradigm shift from conventional project management methodology like Waterfall to Agile project 

management methodology was not only limited to software-based industries (Serrador & Pinto, 2015) 

due to the facts that it is different and efficient in project results. Agile project management methodology 

emphasis on communication with all the stakeholders at each level of the planning to cater the ongoing 

changes which make agile project management methodology the best iterative technique in project 

management. Organizations should be extra cautious in understanding agile project management 
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methodology before adoption (Nerur et al., 2005). Agile project management methodology is not only 

limited to software industry. Traditional project management methodology is outdated, complicated in 

nature and becoming obsolete with time. (Conforto, Salum, Amaral, Da Silva, & De Almeida, 2014) said 

that opportunities must be created within the organizations / industries to implement agile project 

management methodology for achieving project success. Many researchers have denied the fact that 

project success is related to agile project management methodology adoption as not much difference was 

observed between the companies that are using agile project management methodology and the 

companies which use conventional / traditional project management methodology. Seasoned Project 

Managers and (Magazinius & Feldt, 2011) concluded that project success is not only a factor to measure 

relation between project management methodology adoption and project success. A distinction of 

opinion has been highlighted within available literature and therefore aim of this paper is to examine 

through quantitative analysis the relation between the adoption of agile project management methodology 

and success of the project.  

2.6. Moderating role of Organizational Culture between Agile Project Management Methodology and 
Project Success 

It is not easy to change the culture of any organization overnight and if project success is intended then 

agile project management methodology should be blended with traditional project management 

technique (Boehm, 2002). Transformation in organizational culture is essential for agile project 

management methodology adoption (Pace, 2019) as there are many challenges and changes to overcome 

during this process. Researchers also recommended that organizations and enterprises need to be more 

responsive to change to achieve higher project success rate (Sherehiy et al., 2007). Project Management 

Institute (PMI) in their annual global survey of project, program and portfolio track and publish the major 

trends in project management and in edition of 2017 PMI mentioned that ‘organizational culture sets the 

tone that change the work-life experiences of employees which ultimately translated in to Organizational 

and Project Success’. Previous researchers (Cameron & Quinn, 2011) examined the 04 types of 

organizational cultures and how it contributes to projects success and summarized that Clan orientation 

culture (family-like) had the strongest association with project success and organizational culture. Agile 

method strongly advocates that organizational culture has an effect on the extent to which an agile method 
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is used and for effective and efficient creation of project management culture, organizations must 

understand the benefits it can bring along with. 

2.7. Summary of Literature 

Hypothesis and conceptual framework for this research study listed as: 
 

Figure 3 Theoretical Model underlying empirical research 

 
 
Source: Author elaboration  
 

H1: Agile Project Management Methodology is positively and significantly associated with Project 

Success. 

H2: Organizational Culture moderates the relationship between Agile Project Management 

Methodology and Project Success. 

3. Method 

Research was carried out to find how the impact of Agile Project Management methodology relates 

with the Project Success with moderating role of Organizational culture. Questionnaire was developed 

on the basis of previously established questions available in literature. The survey questionnaire 

contained two (02) sections, including demographic information while the other part comprised of 

questions related to variables under investigation. We have used three (03) variables naming Agile 

Project Management Methodology (APM), Organizational Culture (OC) and Project Success (PS) these 

variables were measured using 5-point Likert Scale that ranges from 01 (strongly agreed) to 05 (strongly 

disagreed). Seven (07) Questions for variable APM were adopted from research work of  (Lu & 

Ramamurthy, 2011),  Twelve (12) Questions related to OC were taken from research work of (Iivari & 

Iivari, 2011) and four (04) Questions for variable PS were adopted from research work of (Aga, 2016). 
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Main reason for adopting the questionnaire owes to its appropriateness in measuring adoption of agile 

project management methodology, organizational culture and project success. All the variables and 

measurement items are mentioned in Appendix - A 

3.1. Research design and data collection  

Data collection for this research study has been conducted through “Questionnaire” technique. The 

population selected for this study was Telecommunication Services Provider Industry of Pakistan. The 

use of simple random sample selection allows researchers to determine the appropriate sample size of 

participants, which can be generalized to a larger population (Trochim, 2006). The sampling frame 

consisted of individuals and non-probability sampling technique was adopted, based on their willingness 

to participate. Initially questionnaire was distributed to the employees working in different 

telecommunication services providing organization operating in Pakistan which includes Huawei, Jazz, 

PTCL, Telenor, Ufone, Zong and ZTE. Respondents were selected randomly and there were no specific 

numbers for any organization, role, gender etc. The study was performed from February to May 2020. 

Initially fifty (50) questionnaires were distributed with 41 returned out of which 38 were valid 

questionnaires in second phase of data collection due to COVID-19 pandemic it was not possible to 

collect the response through visits and meetings. Therefore, researcher utilized ‘SurveyMonkey’ and 

‘Google Forms’ to deliver the questionnaire and 159 responses were recorded via internet which makes 

the total to 197 responses. 

3.2. Data Analysis 

Detailed analysis of the collected survey responses was performed vi Statistical Package for the Social 

Sciences (SPSS). The data was confirmed to have no missing values which might prevent accurate 

analysis. The results of Skewness and Kurtosis with respect to each variable independently shows that 

all the values are well within range. The reliability of every variable scale used was tested through 

Cronbach's Alpha (ά) calculation and all the values of Cronbach’s ά were greater than 0.7, which 

confirms that the questionnaire has a very good reliability. 
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Table 1 Results of reliability 
Reliability Statistics 

Variable Name Cronbach's Alpha ά Number  of Items 

Agile Project Management Methodology (APM) 0.872 7 

Organizational Culture (OC) 0.843 12 

Project Success (PS) 0.893 4 
Source: Author elaboration  
 

Data preparation for factor analysis was done using Kaiser-Meyer-Olkin (KMO) and Bartlett's tests. 

KMO measure of sampling adequacy value is greater than 0.4 that indicates that sample is adequate. 

Bartlett's Test of Sphericity significance level is less than 0.05 which indicates that factor loading analysis 

is suitable for the data. 

Table 2 KMO and Bartlett's Test 
 

Kaiser-Meyer-Olkin (KMO) 
Measure of Sampling Adequacy .837 

Bartlett's Test of Sphericity (Sig.)  .000 
Source: Author elaboration 

4. Result 

Research survey questionnaire also includes demographic scale such as the Gender, Age, 

Qualifications and Experience of the respondents. 66% respondent were male, 72% respondent holding 

Project Management Experience, 79% respondent have experience between 8 to 11 years, and 95% 

respondent working on Projects. Descriptive analysis shows that variables distributions proved to be 

normal, Skewness and Kurtosis with respect to each variable independently shows that the values are 

well within range. In our factor analysis any value less than 0.70 have been be dropped in order to have 

acceptable results overall. Therefore, values against APM6, APM7, OC5, OC8, OC10 and OC12 were 

dropped in further analysis. 
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4.1. Variable Relationship  

Correlation tells the intensity of the relationship between all the variables under discussion Pearson. 

Correlation analysis was conducted for this research work which shows that the relationship between 

APM and OC is very weak and not significant (+0.080), relationship between APM and PS is very strong 

and significant (+0.733) and relationship between OC and PS is weak but significant (+0.010). 

Table 3 Correlation between Variables 
  APM OC PS 
Agile Project Management 
Methodology (APM) Pearson Correlation 1   

Sig. (2-tailed)    
N    

Organizational Culture (OC) Pearson Correlation .080 1  

Sig. (2-tailed) .262   
N 197 109  

Project Success (PS) Pearson Correlation .733** .184** 1 

Sig. (2-tailed) .000 .010  
N 197 197  

** Correlation is significant at the 0.01 level (2-tailed). 
Source: Author Elaboration 

4.2. Linear Regression 

In our study Linear Regression analysis shows Adjusted R Square value 0.535 that shows independent 

variable Agile Project Management Methodology (APM) will bring 53.5% change in dependent variable 

Project Success (PS). To calculate variable moderation effect, direct & indirect effects and conditional 

effects of Moderator Variable i.e. Organizational Culture (OC) researchers’ used Model Number-1 of 

Preacher and Hayes with bootstrap (n = 1000, 95% CI) using SPSS 

 
Path R-Sq. Adjusted R Sq. Beta Value T Value P Value 

APMà PS .537 .535 .733 15.037 .000 
 
Model Summary 
 
From the results we can clearly observe that model is significant. Moderator (OC) have significant 

positive effect on Project Success as p-Value < 0.05. Results shows that with addition of Organization 
Culture support Project Success is enhanced. 
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R R-Sq. MSE F df-1 df-2 p Value 

.745 .555 6.457 88.810 3.000 193.0 .000 
 
 
Model Details 

 
 coeff          se t p LLCI ULCI 
constant 14.839 0.183 80.903 0 14.478 15.201 
OC 0.105 0.042 2.513 0.013 0.023 0.187 
APM 0.794 0.05 15.938 0 0.696 0.893 
int_1 -0.013 0.015 -0.853 0.395 -0.043 0.017 

 

Agile project management methodology is showing significant positive effect on project success as p-

Value < 0.05 and effect of agile project management methodology (79.4%) is much higher than 

Organizational Culture (10.5%).  In interaction-1 (int_1) it is visible that confidence interval i.e. LLCI 

and ULCI values range from -.043 to .017 and it contains value 0 in its range which depicts that in our 

moderation interaction is not significance. Further it is interesting to note here that interaction have a 

negative effect (-.013) and with p-Value (0.395) > 0.05 means it is statistically insignificant relationship. 

Table 7 Conditional effect of X on Y at values of the moderator(s) 
Level OC Effect se t p LLCI ULCI 
Low -4.866 0.857 0.091 9.44 0 0.678 1.036 
Medium 0 0.794 0.05 15.938 0 0.696 0.893 
High 4.866 0.732 0.087 8.421 0 0.56 0.903 
*Values for quantitative moderators are the mean and plus/minus one SD from mean. 
*Values for dichotomous moderators are the two values of the moderator. 
Source: Author elaboration 

 
Moderator value(s) defining Johnson-Neyman significance region(s) 
 
Table 8 Johnson-Neyman Conditional effect of X on Y at values of the moderator(s) 

OC Effect se t p LLCI ULCI 
-7.191 0.824 0.162 5.074 0.000 0.502 1.146 
-6.227 0.791 0.142 5.552 0.000 0.509 1.074 
-5.263 0.758 0.123 6.152 0.000 0.514 1.002 
-4.298 0.725 0.105 6.904 0.000 0.516 0.933 
-3.334 0.691 0.088 7.816 0.000 0.516 0.867 
-2.37 0.658 0.075 8.795 0.000 0.51 0.806 
-1.406 0.625 0.066 9.483 0.000 0.494 0.755 
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OC Effect se t p LLCI ULCI 
-0.441 0.591 0.064 9.293 0.000 0.465 0.718 
0.523 0.558 0.069 8.117 0.000 0.422 0.695 
1.487 0.525 0.08 6.575 0.000 0.367 0.683 
2.452 0.492 0.095 5.186 0.000 0.304 0.68 
3.416 0.458 0.112 4.089 0.000 0.236 0.681 
4.38 0.425 0.131 3.25 0.002 0.166 0.685 
5.344 0.392 0.15 2.605 0.011 0.094 0.69 
6.309 0.359 0.171 2.102 0.038 0.02 0.697 
6.574 0.349 0.176 1.983 0.05 0.000 0.699 
7.273 0.325 0.191 1.701 0.092 -0.054 0.704 
8.237 0.292 0.212 1.377 0.171 -0.128 0.713 
9.202 0.259 0.233 1.11 0.27 -0.204 0.721 
10.166 0.226 0.254 0.887 0.377 -0.279 0.73 
11.13 0.192 0.276 0.697 0.487 -0.354 0.739 
12.094 0.159 0.297 0.535 0.594 -0.43 0.748 

Source: Author elaboration 
 

Further Johnson-Neyman Conditional effect of X on Y at different values of the moderator was studied 

which shows that up to a certain level Moderator (OC) helps in creating a positive effect of IV (APM) 

on DV (PS) beyond that effect becomes insignificant i.e. p-value > 0.05 

Figure 4 Moderating effect of Organizational Culture 
 

 
Source: Author elaboration 
 

Hence, we can conclude that OC has insignificant moderator effect on relationship APM and PS. 

Whereas, Conditional effect of X on Y at different levels of the moderator (Low, Medium and High 

Level) depicts that when the value of Moderator (OC) is increased value of effect of IV (APM) on DV 

(PS) tends to decrease. 
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Results of Hypothesis 

The results of hypothesis after detailed analysis is mentioned in Table 9 
Table 9 Result of Hypothesis 

 
Sr. No. Hypothesis Result 

1 Agile Project Management Methodology is positively and significantly associated 
with Project Success. 

Supported 

2 Organizational Culture moderates the relationship between Agile Project 
Management Methodology and Project Success. 

Not Supported 

Source: Author elaboration 
 

5. Discussion 

The relationship between Project Success and Agile Project Management Methodology is a noteworthy 

issue. Reasons for this are the profusion of the concept of organizational culture, popularity of agile 

methodology for project planning and execution, ambiguity of the concept of agility in the context of 

project management and the variety of ways the two variables may be related with each other. While the 

theories that support agile project management methodology adoption are attractive and logical what has 

been missing is empirical validation. Projects with Agile Project Management Methodology are more 

likely to succeed than the one that relies on traditional approaches ? 

Our findings suggest that there is research support for the application of agile project management 

methodology in achieving higher project success rate. This study described whether and how agile project 

management methodology effects the project success through a comprehensive and empirical analysis of 

Telecommunication Services Provider Industry of Pakistan. Study also discussed that with varying levels 

of agile approaches Project Success factor can be increased. Our findings offer limited support for 

previous research work by (Budzier & Flyvbjerg, 2013) in which the relationship between agile project 

management methodology and project success was explored in data set of IT projects and they found that 

agile project management methodology appears to improve project delivery times but no evidence was 

found that agile project management methodology have positive impact on other success factors. An 

insignificant moderator effect of organizational culture was observed between agile project management 

methodology and project success, through the bootstrapping results. There is also additional empirical 
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evidence resulted out of this study to support the fact that organizations and enterprises need to be more 

agile, more responsive to changes to achieve more success (Sherehiy et al., 2007). 

6. Conclusion 

Aim of this study was to explore the direct effect of agile project management methodology on project 

success and what are the indirect effect of agile project management methodology on project success via 

organizational culture. There was positive relationship witnessed between agile project management 

methodology on project success. On the other hand, the proposed moderator organizational culture has 

insignificant effect on relationship between agile project management methodology and project success. 

It is interesting to note that our original regression analysis showed statistical significance but low values 

for percentage of variance explained (R2). It is witnessed that up to a certain level moderator helps in 

creating a positive effect of IV on DV after which if level of organizational culture is increased the effect 

of agile project management methodology on project success becomes insignificant. 

6.1. Theoretical and Practical Implications 

This study has enabled us to understand the concept of agile project management methodology, 

organizational culture and how these variables effects project success via their relationship as described 

in theoretical framework. We have examined the linking of agile project management methodology and 

project success through Telecommunication Professionals sample. First, agile project management 

methodology has been studied with regards to the project success perspective and then addition of 

proposed moderator organizational culture. This study is an addition to literature of agile project 

management methodology and provides a guideline to the policy makers in organizations that are striving 

to maximize project success and are not very clear about the adoption of effective and efficient project 

management methodology. We have also found that the theoretical model got the practical implications, 

both for the managers and organization involved in project. This study can be referred to adopt these 

changes establishing relationships between agile project management methodology, project success and 

organizational culture. 



 
  

European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
DOI: 10.13135/2704-9906/5158 Published by University of Turin http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License   

92 

6.2. Limitation and Future Work 

Although our findings offered some intriguing perspectives on the adoption of agile project 

management methodology and its direct impact on project success, there were also some limitations to 

the study that need to be acknowledged. First, ‘non-response’ errors in survey questionnaire i.e. the 

participants fail to understand and respond to particular questions in its true essence and ‘response error’ 

survey questionnaire i.e. where the participant does not give an accurate response or gives an incomplete 

response (Cooper & Schindler, 2001). Secondly, limitation of this research was an examination of the 

impact of underlying factors of organizational cultural behaviors (shared values, beliefs, ideologies, 

principles, attitudes etc.) on the relationship between agile project management methodology and project 

success. Although Agile has been used for project planning for several years now, to our knowledge, this 

research report is one of the first empirical studies on adoption of the of Agile methods for project success 

in Telecommunication sector of Pakistan. Future researchers should examine underlying factors of 

organizational culture and establish their relationship with project success, as measured by multiple 

perspectives (efficiency, stakeholder satisfaction etc.) and using different flavors of agile project 

management methodology (Agile Scrum Methodology, Lean Software Development, Kanban, Extreme 

Programming etc.) 
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Appendix A 

 Measurements for Agile Project Management Methodology (APM), Organizational Culture (OC) and 

Project Success (PS) 
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Variable Name Measurement Question 

Agile Project 
Management 
Methodology 
(APM) 

APM-1: We are quick to make and implement appropriate decisions in the face of market/customer-
changes. 
APM-2: We constantly look for ways to reinvent/reengineer our organization to better serve our 
market place. 
APM-3: We utilize our skills better in agile practice. 
APM-4: We fulfill demands for rapid-response, special requests of our customers whenever such 
demands arise; our customers have confidence in our ability. 
APM-5: We can quickly scale up or scale down our production/service levels to support 
fluctuations in demand from the market. 
APM-6: Where necessary, members of this team try to simplify existing code without changing its 
functionality. 
APM-7: Whenever there is a disruption in supply from our suppliers we can quickly make necessary 
alternative arrangements and internal adjustments. 

Organizational 
Culture (OC) 

OC-1: The organization values feedback and learning. 
OC-2: Social interaction in the organization is trustful, collaborative, and competent. 
OC-3: The organization values teamwork. 
OC-4: The organization is flexible and participative and encourages social interaction. 
OC-5: The project manager acts as a facilitator. 
OC-6: The organization enables empowerment of people. 
OC-7: The management style is that of leadership and collaboration. 
OC-8: The organization values face-to-face communication. 
OC-9: Communication in the organization is informal. 
OC-10: The organization is results oriented. 
OC-11: The leadership in this organization is entrepreneurial, innovative, and risk taking. 
OC-12: The organization is based on loyalty and mutual trust and commitment. 

Project Success (PS) 

PS-1: The project was completed on time when agile methodology was followed. 
PS-2: The project was completed according to the budget allocated in agile practice. 
PS-3: Agile Project specifications were met by the time of handover to the target beneficiaries. 
PS-4: Given the problem for which it was developed in agile environment, the project seems to do 
the best job of solving that problem. 
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ABSTRACT 
 

Governance is an act or a process of governing with power and performing the duties and 

functions within one's jurisdiction. Barangay governance gives an important role in setting 

direction to the people in the barangay level. It is an empowerment of the local government units 

in the country where this present study is interested. This quantitative-qualitative research study 

intended to look into the Barangay Governance Capabilities among Barangay Captains in 

Northeast of Catanduanes, Philippines as basis for Catanduanes State University Panganiban 

Campus Extension Program. The data gathered through the questionnaire and interview guide 

concluded that the Respondent-Barangay Officials in Northeast of Catanduanes are in the Middle 

Age, Male, College Level in Educational Attainment, Barangay Council Members and a neophyte 

in barangay governance having served for three years and below as barangay officials. The 

indicators of governance revealed that Barangay Captains are more equipped with Barangay Fiscal 

Administration than in Legislative and Judicial functions. The unstructured interview about the 

problems regarding the governance capabilities of barangay captains reveals the incompetence of 

the Barangay Captains, the non-cooperation of the residents or the constituents themselves, and 

the non-cooperative Barangay Kagawad that genuinely affects the capability of the Barangay 
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Captain. Given the situation, the study recommends that barangay officials, particularly the 

barangay captains, are enjoined to attend Barangay Governance Capability training seminar. 

Intensive monitoring and assessment of their barangay performance should be done regularly. A 

proposed training package will be carried out where all Catanduanes State University Panganiban 

Campus Faculty-Extensionists will be involved. 

 

Keywords:  barangay governance competency; barangay officials; Local governance; local 
government code of 1991   

____________________________________________________________________ 

 
 
1. Introduction  

 

In the broadest sense, governance is an act governing with power and exercise of authority within 

one’s jurisdiction (Boysillo 2017; Aquino et al. 2017). Governance is a process of administering 

with authoritative direction or control (Boysillo 2017). It is also a leader’s continuous exercise of 

authority and performs functions as a Government unit. 

 

In a specific sense, Barangay governance sets directions to the people in the barangay level. It is 

empowering Local Government Units (LGUs), particularly in the barangay level, where this 

present study is focused. In the Philippine setting, the barangay is the least political and yet 

significant political figure in the community (Flores 2019). It is more inclusive and participatory 

rather than exclusive barangay governance (Shore 2011). 

One introduced a connection with the concept of good governance and decentralization in the 

light of connected thoughts and theories. The idea of ‘governance’ to ‘good governance’ to ‘local 

government’ is based on the socio-economic and the socio-political context (Nadeem 2016). 

Another author concludes the concept of networked governance that promotes democratization 

while establishing allied power (Porio 2012). 
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In the same manner, The Commission on Higher Education Memorandum Order No. 52, series 

of 2016 states that the Philippine higher education institutions are mandated to engage in Extension 

programs to allow faculty members discover practical, evidence, and science-based answers that 

can address real-world social, cost-effective, and environmental challenges of partner 

communities. 

The concepts of governance at the barangay level and community outreach programs of higher 

education institutions both required partnerships and, therefore, this research is abstracted.   

The product of this research will be used as a basis for the Catanduanes State University 

Panganiban Campus (CatSU PC) Extension Program activities and rerouting its priorities. 

Community outreach programs are a way to express a deep sense of responsibility of the faculty 

members in Higher Education Institutions (HEIs). The faculty members are more knowledgeable 

and highly skilled than those in the community sectors. Through the extension program activities, 

they are not only delivering academic matters but also performing community service (Rubio et 

al. 2016). Thus, the present study is significant.  

The study identified the Barangay Governance in Northeast of Catanduanes, Philippines as the 

basis for CatSU PC Extension Program. This research specifically presented the Respondent-

Barangay Officials profile in Northeast of Catanduanes in terms of Age; Sex; Educational 

Attainment; Position in the Barangay and Number of Years as Barangay Official. It determined 

the Respondent-Barangay Officials' perception in Northeast of Catanduanes regarding their 

Barangay Captain's Governance Capabilities in terms of Legislation; program/project 

implementation; barangay justice system; barangay fiscal administration. It further ascertained the 

problems do the Respondent-Barangay Officials considered that affect the barangay governance 

capabilities of the Barangay Captain; and the significant difference in the Summary Responses of 

the Respondent-Barangay Officials in Northeast of Catanduanes regarding their Barangay 

Captain's Governance Capabilities in terms of their Position in the Barangay. Based on the 

findings, a three-year extension program can be proposed to enhance barangay governance 

capabilities among Barangay Captains in Northeast of Catanduanes. 
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2. Literature Review 
  

The legislation of the Philippine Republic Act (RA) 7160, which recognized as the Local 

Government Code (LGC) of 1991, transformed many of the laws and regulations governing 

national down to barangay units by decentralizing many of the tasks previously performed by the 

central government. The Philippines has a comprehensive decentralization in governance. That 

includes a high amount of discretion among barangay officials leading to ineffectiveness in local 

management (Yilmaz & Venugopal 2013). The inability to deliver better essential services in the 

barangay is also evident (Layug et al. 2010). 

The barangay units perform as the principal authority in developing and implementing government 

guidelines, plans, programs, projects, and activities. However, to fulfill the barangays’ mandates 

confined in the LGC, the Punong Barangays must be prepared with the necessary capabilities. 

They should observe not only the orders but also practice morally upright actions. One argued that 

competency measures of the local barangay officials are monitored rarely (Caldo 2015). In some 

cases, it is evaluated subjectively through intuitions and their impressions and feeling to the 

barangay officials, and therefore this process is not helpful to the elected barangay officials. At the 

same time, Capuno (2005) said to formalize simple yet realistic citizen-feedback systems to let 

clients express their agreement or disagreement with barangay officials’ quality of service without 

fear and with the guarantee to address the issues of concern. 

The self-assessed survey tool for barangay officials suggests identifying performance gaps. That 

includes administration, social services, economic development, and environmental management. 

The issues posed in the present study may awaken awareness and commitment to perform duties 

and functions expected to the barangay officials (Medina-Guce et al. 2018). Their political ideals 

and governing procedures is a significant indication of active local community building 

(Nalbandian et al. (2013). 

The community development depends on the capability of leaders at the national level and, more 

particularly, on LGU to the lowest political unit of governance, which is the barangay. It is then 

essential that we look at the barangay level’s leadership aspect through the barangay captains. The 
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formulation of an intervention mechanism reveals a significant concern for good governance 

(Nalbandian et al. 2013). 

There also suggests creating additional funding in barangays considering minimal budget 

allotment (Medina-Guce et al. 2018) that may help the kind of governance and performance of the 

barangay officials’ duties. The study on the development of barangay legislators’ leadership scale 

in Davao City determined that to become a good leader, one should set directions on good and 

personal qualities and primary values (Padilla & Eguia 2010).  

Further, studies revealed that the punong barangays have a satisfactory performance level in 

implementation, legislation, peacekeeping, planning, and fiscal management (Noble-Nur 2018) 

and “very competent” in barangay governance. Nevertheless, the respondents identified the 

community residents’ lack of planning and decision-making as one of the significant problems that 

affected Good Governance (Noble-Nur 2018).  

Another study on Barangay Governance concluded that the majority of the Barangay 

Chairpersons deliver very satisfactory public services in their barangays, which indicated that 

governance core values are being fair, transparent, and accountable (Boysillo 2017). One proposed 

that the local officials stay self-reflective or aware of their accountabilities in the barangay to 

maintain barangay governance (Nalbandian et al. 2013) to provide vital services and increase the 

excellence of their capability to render community services (Flores 2019). 

The different contentions of the authors mentioned guided the discussion of the present study. 

Yet, they are challenged further to increase their impact on other local and international academic 

communities through information dissemination for an effective research output. 

 
3. Theoretical Framework 
 

This present study anchor on constructivism theory and human capital theory to further discuss 

barangay governance. Constructivism is a knowledge theory that originated in the field of 

psychology, explaining how individuals obtain knowledge and learn from it. It involves a 
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participatory process, contemplation, deliberation, collaboration as a way of discoveries, and 

learning (Yoders 2014). The theory indicates that individuals build knowledge and their meaning 

based on experiences. While Human capital theory implies that people compensate human capital 

ventures through excellence in intelligence and skills of the labor force. Productivity enhancement 

among the labor force serves as an essential part of economic development (Zeynalli 2020).   

The lack of skilled human resources is one of the main obstacles for the Social entrepreneurs’ 

development yet they could create positive social impact to ensure profit despite the lack of 

managerial skills (Urmanaviciene & Arachchi 2020) 

With the given context, constructivism theory; and human capital theory harmonizes with the 

problems posed by the present paper since the Respondents-Barangay-Officials are considered 

human capital who are always learning through their experiences and enhances their Barangay 

Governance Capabilities. 

 
4. Methods  
  
4.1 Nature of Research  

This study used a quantitative-qualitative type of research intended to look into the Barangay 

Governance Capabilities among Barangay Captains in Northeast of Catanduanes, Philippines. This 

investigation is quantitative since it collects, analyzes, and interprets the present phenomena while 

qualitative because it collects and reports data that differs from traditional-quantitative methods. 

This study is also a descriptive type of research since it describes the honest responses of the 

respondent-barangay officials about barangay governance indicated in the questionnaire that 

depended much on the correctness of the gathered data. 

  
4.2 Research  

 

The Northeast of the island province comprises the Municipalities of Bagamanoc, Panganiban, 

and Viga in Catanduanes, Philippines. It is roughly 63 kilometers away from the Municipality of 

Virac, Catanduanes that is considered as the principal town or city-to-be of the province. 
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4.3 Sampling Design  

 

The word 'population' refers to an assembly of people, events, or things of interest that the 

researcher wants to examine or investigate. In the present study, this considers the Barangay 

Officials of the Northeast of Catanduanes. Moreover, it is presented in table 1 the 73 Respondent-

Barangay Officials from Bagamanoc; 82 Respondents from Panganiban; and 118 Respondent-

Barangay Officials from Viga, Catanduanes. There are 273 Respondent-barangay Officials from 

the Northeast of Catanduanes, or 38.61% participation. 
Table 1. Population of the Study 

 
Source: Developed by the author 
 

There were two sampling techniques used in the study; the quota sampling and complete 

enumeration. The Quota Sampling was applied to identify the Barangay Councilor's sample size, 

while for the Barangay Captain, Barangay Secretary, and Barangay Treasurer, a complete 

enumeration, was used since there are only one of them for each of the barangay. The quota 

sampling is considered a non-probability method that aims to make the sample representative of 

the population by setting and filling quota control. This researcher found the most appropriate 

procedure in determining the respondent-barangay councilor in the barangays of the three 

Municipalities of the Northeast of Catanduanes. 
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4.4 Survey Instrument  

The study's primary instrument is a set of researcher-made questionnaires formulated to gather 

data to answer the research questions posed in this inquiry. The Part-I of the Questionnaire is the 

Profile of the Respondents that includes the name of the Respondent-Barangay Officials, the 

Barangay; Age; Sex; Educational Attainment; Position in the Barangay; and the Number of Years 

as Barangay The official that includes their previous term/s). The Part-II of the Questionnaire are 

the 16-item Barangay Governance Indicators categorized into Legislation; Program/Project 

Implementation; Barangay Justice System; and Barangay Fiscal Administration. The study used 

the Five-Point Likert Scale in determining the barangay governance capabilities are raging from 

fully capable of not capable. Part III of the instrument is an open-ended question about the 

problems the respondents they considered that affects the barangay governance capabilities of the 

Barangay Captain done in a semi-structured interview. 

The instrument was shown to former barangay officials to solicit comments and suggestions 

along with Barangay Governance indicators that made the questionnaire to be revised and 

improved. With the establishment of the questionnaire's validity, the researcher ensures clarity, 

completeness, and acceptability of the instrument using a comprehensive and realistic formulation 

of items/statements included in the Questionnaire. To establish the instrument's reliability, this 

researcher got 0.96 Cronbach's Alpha Coefficient from the 16-item Questionnaire, and therefore, 

the research instrument was considered "reliable."                               

The researcher first sought approval from the office of the Mayor of the three (3) municipalities 

before floating the questionnaires to the respondents. Upon the mayors' support, the float of the 

Questionnaire has been administered to the targeted respondents in the Third Quarter of 2019.  

  
4.5 Ethical Considerations  

The respondents are fully informed and free to participate in the conduct of research. Ethical 

considerations for human participants were strictly followed (Gajjar 2013). The study did not 

include Respondents-barangay officials who refused to participate during the data gathering. Duly 

signed Informed Consent Form was obtained individually for every Respondents-barangay 
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officials. The study observed the utmost confidentiality of the gathered data. Only this faculty-

researcher has access to the collected data to ensure data privacy. 

 
4.6 Statistical Treatment  

In computing the replies, a five-point Likert scale was used. Every answer was given value and 

was tallied through frequency count to determine the degree of capability of the barangay officials 

in barangay governance. The ANOVA F-Test was used as statistical tool to test the significant 

difference in the Summary Responses of the Respondent-Barangay Officials in Northeast of 

Catanduanes regarding their Barangay Captain’s Governance Capabilities in terms of their 

Position in the Barangay. 

 
 
5. Results and Discussion 
 
5.1 Respondents  

Table 2 shows that most of the respondents were aged ranged from 36 to 50 years old. In terms 

of their sex, the male is higher in figure than female. In terms of Educational Attainment, most of 

them are at the college level. In terms of position in the barangay, most of the respondents are the 

barangay council three years and below as barangay officials. 
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Table 2: Profile of the Respondent-Barangay Officials in Northeast of Catanduanes 

 
Source: Developed by the author 
 

Figure 1 presents the Bar-graph view of the Barangay Captain’s Governance Capabilities to 

show that the Barangay Captains are fairly capable (in higher degree’) in ‘Barangay Fiscal 

Administration’ while fairly capable (in lower degree’) in ‘Legislations’ in Barangay Governance. 

Given this finding, it generally shows that the Respondent-Barangay Officials can still initiate, 

establish, disseminate, and implement barangay ordinances, but the struggle to discharge their duty 

along with legislation. 
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Figure 1: Over-all Barangay Captain’s Governance Capabilities 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Source: Developed by the author 

 
 
Table 3.1. The Perception of the Respondent-Barangay Officials in Northeast of Catanduanes regarding their Barangay 
Captain’s Governance Capabilities (a) LEGISLATION 

 
Source: Developed by the author 
 

Table 3.1 presents the perception of the 273-Respondent-Barangay Officials in Northeast of 

Catanduanes regarding their Barangay Captain’s Governance Capabilities in terms of Legislation. 

All four statements have the same Average Response (AvR) of 4.25 and Qualitative Response 

(QlR) of Fairly Capable and they are: (1) Initiates the Implementation of barangay ordinances; (2) 

Establishes barangay policies for better community development; (3) Disseminates properly 

barangay ordinances; and (4) Implements fairly barangay ordinances. 

4,15
4,2

4,25
4,3

4,35
4,4

4,45

Le
gis

lat
ion

Progra
m/P

rojec
t…

Bara
nga

y J
usti

ce
 Sy

ste
m

Bara
nga

y F
isc

al…

(1
) N

O
T 

CA
PA

BL
E 

  ï
ð

FU
LL

Y 
CA

PA
BL

E 
(5

)

BARANGAY GOVERNANCE CAPABILITY INDICATORS



  
 

 
European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
DOI: 10.13135/2704-9906/5058 Published by University of Turin http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License 

111 

In terms of Program/Project Implementation (Table 3.2), among the 4-item statements, the 

following three (3) statement garnered AvR of 4.40 and they are also presented with their 

corresponding item number before the number indicated in the questionnaire: (5) Encourages the 

community residents to participate in planning activities of the barangay; (6) Monitors and 

evaluate the implementations of programs and activities in the barangay; (7) Participates and 

represents the barangay in the municipal level activities while the item statement (8) Consults the 

community residents in decision making and other barangay undertakings got the lowest AvR of 

4.10 with a QlR of Fairly Capable. 

 
Table 3.2. The Perception of the Respondent-Barangay Officials in Northeast of Catanduanes regarding their Barangay 
Captain’s Governance Capabilities (b) PROGRAM/PROJECT IMPLEMENTATION 

 
Source: Developed by the author 
 

Given the findings, the research data shows that the Barangay Captains find difficulty in 

involving the community residents in decision making and other barangay undertakings which 

following Aquino et al. (2017) study revealing that the punong barangay is “not competent” in 

encouraging the community residents to participate in planning activities of the barangay and do 

not encourage the participation of the community residents in decision-making. 
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The given finding is challenged by ur Rehman et al. (2020) arguing that sustainable development 

that is mainly influenced by the organizational hierarchy internal polices and strategies and their 

operational implementation that is purely dependent on the top management. If the Barangay 

Captain manifests lack of skills along project implementation particularly involving the 

community in decision making and any other barangay undertaking, sustainable development may 

be difficult to achieve in the barangay level.  

Table 3.3. The Perception of the Respondent-Barangay Officials in Northeast of Catanduanes regarding their Barangay 

Captain’s Governance Capabilities (c) BARANGAY JUSTICE SYSTEM 

 
Source: Developed by the author 
 

Moreover, in Table 3.3 which in terms of Barangay Justice System, given the 4-item statements, 

they all garnered a QlR of Fairly Capable and are presented below arranging from highest to lowest 

AvR with their corresponding item number before the number indicated in the questionnaire: (11) 

Shows good leadership in the implementation of barangay justice system. (4.42); (12) Observe 

neutrality in settling conflicts. (4.29); (10) Keeps himself available when conflicts arise in the 

community. (4.25); (9) Settles conflict among community residents. (4.24). 

Given the findings, the research data shows that the Barangay Captains are Fairly capable in 

their discharge of duty along with the Barangay Justice System and are considered to possess good 

leadership in its implementation. As Labawig (2011) and Padilla and Eguia (2010) argued also 
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that the Development depends on the capability of leaders and Barangay leaders must be monitored 

to ensure that proper leadership skills are being impost and exercised not only in the justice system 

but also in other aspects of Barangay Governance. 

Table 3.4. The Perception of the Respondent-Barangay Officials in Northeast of Catanduanes regarding their 
Barangay Captain’s Governance Capabilities (d) BARANGAY FISCAL ADMINISTRATION 

 
Source: Developed by the author 
 

Ultimately, in Table 3.4 which in terms of Barangay Fiscal Administration, given the 4-item 

statements, they all garnered too a QlR of Fairly Capable and are presented below arranging from 

highest to lowest AvR with their corresponding item number before the number indicated in the 

questionnaire: (13) Shows accountability in allocating the barangay budget. (4.49); (14) Observe 

transparency in Public Fund Disbursement. (4.45); (15) Apportions budget efficiently based on the 

needs of the community. (4.41); (16) Implements Tax Collection/Revenue Raising as sourcing 

fund for the development of the barangay. (4.27). With the findings, it proves generally that the 

Barangay Captains are Fairly capable in their discharge of duty along with Barangay Fiscal 

Administration. And their strengths are being manifested in being accountable in budget allocation 

and transparency observance while their weakness is on the implementation of Tax Collection 

and/or Revenues. The statement ‘Implements Tax Collection/Revenue Raising as sourcing fund 

for the development of the barangay.’ that garnered the lowest AR among other statements on 
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Barangay Fiscal Administration indicates the constraints of the Barangay Officials is obtaining 

money to support the programs and activities in the barangay. This finding aggravates incapability 

of the Barangay Captains in their discharge of duties as divulged in the interview since how are 

the programs and activities if they lack budget which is also the same with the contentions of Guce 

et al. (2018) and Boysillo (2017) papers saying that barangays lack funds because of not raising 

enough own-source revenues in their localities and improving their use of corporate powers. 

de Nichilo (2020) reveals the issues of budgetary constraints that may affect future policies and 

thus suggests budgetary operations that follows a clear logic of decision-making, research, 

analysis, drafting and reporting. Policy-makers may focus on issues of performance in audit and 

financial issues to support the programs in a certain organization.  

And with this finding of the present study that the barangay officials are ineffective with the 

implementation of Tax Collection and/or Revenues, the challenge of de Nichilo (2020) and the 

suggestions of Guce et al. (2018) may be considered. The collection of barangay fees and taxes 

that may be implemented on the use of barangay properties and facilities; Peddlers; Breeding of 

fighting cocks; Use of barangay roads, waterways, bridges, and parks; Parking; 

Clearance/certification; Fines/penalties for violation of barangay ordinances and among other fees 

may be imposed such as Commercial breeding of fighting cocks and on cockpits and cockfights; 

Places of recreation with admission fees; Billboards, signboards, neon signs and other outdoor 

advertisements and among other fees. 

In summary, the present study discovered that the Barangay Captain's Governance Capabilities 

is 'fairly capable' is substantiated by Noble-Nur study (2018), revealing that the punong barangays 

have a satisfactory level of performance in areas of implementation, legislation, peacekeeping, 

planning, and fiscal management. The study of Boysillo (2017) entitled Governance of the 

Barangay Chairpersons in the Municipality of Ubay Bohol revealed that the Barangay Chairmen's 

Level of Performance of Governance on the three indicators namely the Executive Functions, 

Legislative Functions, and Judicial Functions indicated that the majority of the 44 Barangay 

Chairpersons were able to deliver a very satisfactory public service in their barangays. Hence they 

were able to cope up with all the roles and responsibilities. However, when the weighted mean of 



  
 

 
European Journal of Social Impact and Circular Economy - ISSN: 2704-9906  
DOI: 10.13135/2704-9906/5058 Published by University of Turin http://www.ojs.unito.it/index.php/ejsice/index 
EJSICE content is licensed under a Creative Commons Attribution 4.0 International License 

115 

the responses was looked into, among the three functions, the Legislative and Judicial Functions 

are lower than the Executive Function. The reactions may infer that the barangay officials 

themselves need to capacitate in Legislative and Judicial functions, following the present finding 

that among the indicators of Barangay Governance capabilities, 'legislation' is the lowest weighted 

mean, among other signs.  

The general finding of the present study that the Barangay Captain's Governance Capabilities 

are 'fairly capable.' The given finding was validated through unstructured interview among the 

subordinates of the barangay captains i.e. Barangay Kagawad, Barangay Secretary, and Treasurer. 

Generally, they claimed that their barangay captains are capable of barangay governance, which 

is actually in conformity with the quantitative data gathered by this researcher. However, when the 

researcher asked them what problems do they considered that affects the barangay governance 

capabilities of the Barangay Captain, three themes appeared in the common responses presented 

below: 

The first theme is related to the incompetence aspect of the Barangay Captain. Other barangay 

officials and selected constituents verbalized the following comments:  

'Inadequate knowledge about the ordinances'; 'Lack of pieces of training.'; 'Not firm in the 

decision-making.'; 'Favoritism'; 'Lack of Technical Knowledge.'; 'Family problem'; 'Barangay 

captain does not listen to suggestions'; 'The barangay captain does not agree with the suggestions 

or proposals of constituents'; 'Lack of Education'; 'Political party affiliation.'; 'Lack of training 

and expertise.'; 'Lack of Knowledge / not correctly oriented.'; 'Not capable.'; 'Focus on the next 

election.'; 'Disrespectful to the barangay kagawad.'; 'Mismanagement'; 'Lack of capabilities'; 

'Barangay Captain – No action'; 'Miscommunication….do not follow official protocol in 

communication…using the verbal mode of communication in the conduct of special meeting'; 'Lack 

of Proper communication and making decisions on her own without consultation with the 

barangay officials.'; 'Poor communication by not following steps and processes'; 'Do not care 

about the works in the barangay.'; 'Barangay Captain is not a resident in the barangay of his 

jurisdiction'; and 'Lack of budget.'  
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The second theme is about non-cooperation of the residents or the constituents themselves, and 

most of the respondents mentioned the following observations:  

-'No cooperation among community residents to participate in the planning activities of the 

barangay.'; 'Less cooperation of the constituents'; 'Constituent Lack of interest to participate.'; 

‘Lack of participation of the constituents in the planning activities'; 'Lack of community 

participation.'; 'Residents do not follow the rules and regulations'; 'Negative thinking, 

Constituent.'; 'Constituent negative attitude.'; 'Barangay constituents do not follow barangay 

ordinances.'; 'Hard-headed constituents' and 'Constituents are not concerned with the welfare of 

the barangay.'  

The third theme identified was being a non-cooperative Barangay Kagawad aspect that affects 

the capability of the Barangay Captain. The respondents mentioned the following remarks:  

-'Barangay Kagawad are disrespectful to the Barangay Captain --- they have no plan during 

the meeting.'; 'Lack of Awareness of the barangay ordinances'; 'Lack of Quorum'; 'No unity 

between and among barangay officials and residents'; 'Lack of discipline.'; 'Lack of Education'; 

'Poor cooperation. The barangay has Excellent Programs for the welfare of the barangay as a 

body. But the Punong Barangay cannot carry out all the implementation process due to Lack of 

cooperation by other members of the Sanguniang Bayan'; and 'some Barangay Kagawad members 

are not participating in the barangay activities.'  

From the ideas shared by the barangay kagawad, barangay secretary and treasurer-respondents 

on their perception of the governance capability of Barangay Captains. Particularly the factors that 

affect their governance capability, it can be deduced that truly Barangay Captain is relatively 

capable in barangay governance considering the quantitative data yet with the qualitative data 

established from the statements mentioned above hinders the Barangay Captains' capability in 

governing the barangay. We can genuinely conclude that the different themes discussed above, 

such as the incompetence aspects of the Barangay Captain; the non-cooperation of the residents; 

and the non- cooperative Barangay Kagawad aspect truly affect the efficiency and effectiveness in 

the discharge of duties and functions of the barangay captains. The above discussions that are 

attested by Medina-Guce et al. (2018), Padilla and Eguia (2010) on the argument that monitoring 
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and assessment of barangay officials may maximize the potentials of local officials in collaboration 

with the various groups or organizations to addresses the different concerns in the barangay that 

impedes the performance of the barangay officials. The idea of positive role expectations to the 

general public is quite unclear, resulting in passive and non-cooperative residents and inactive 

barangay officials are participating in barangay concerns and activities. The research of Padilla 

and Eguia (2010) on the development of barangay legislators' leadership scale in Davao City 

determined the appropriate leadership scale. These are the setting directions, qualities, personal 

qualities, full scanner, and primary values that the local government should take concrete actions 

to develop and establish a continuing professional leadership education program for barangay 

councils to cope with increasingly complex demands of the environment and other constraints 

within their barangays. With these arguments, the Barangay Officials' ineffectiveness and 

inefficiency, particularly the Barangay Captain mentioned above, may be considered to address 

the present study's issues. 

Therefore, the over-all Barangay Captain's Governance Capabilities that is 'Fairly capable rests 

on perceptions of the barangay officials themselves because, in reality, all the limitations and 

inefficiencies of the barangay captains revealed in the interview, as mentioned above. 

A bar-graph view in figure 2 shows how confident the Barangay Captains about their 

Governance Capabilities while other Barangay Officials show fairly capabilities of their Barangay 

Captains' Governance. Given these findings, it generally indicates that the Respondent-Barangay 

Officials proved the difference in perception-rating since it manifests self-confidence on the 

Barangay Captains' part about their 'Full Capabilities' in Barangay Governance. In contrast, other 

Barangay Officials show 'fair capabilities' of their perception of their Barangay Captains' Barangay 

Governance.  
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Figure 2 presents the Barangay Captain's Governance Capabilities as perceived by Different Barangay Officials.  

 
Source: Developed by the author 
 

Table 4. Test of significant difference in the Summary Responses of the Respondent-Barangay Officials regarding 
their Barangay Captain’s Governance Capabilities in terms of their Position in the Barangay 

 
Source: Developed by the author 
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their Barangay Captain's Governance Capabilities in terms of their Position in the Barangay given 

the F (3, 60) = 33.32, p≈0. The data demonstrates the difference of the perception-rating of the 

respondent-barangay officials since it manifests confidence of the Barangay Captains about their 

Fully Capabilities in Barangay Governance. In contrast, other Barangay Officials show the fair 

capabilities of their Barangay Captains' Barangay Governance. 

 

This finding aligns with Caldo (2015) paper that revealed that selected respondents are uncertain 

of their Punong Barangay competence. The research data may infer that the barangay officials 

except for the barangay captain themselves are also hesitant about their respective Barangay 

captain's ability.  

 

6. Conclusion and Recommendation  

The outcomes of the baseline information study revealed that the barangay captains are 

relatively capable in barangay governance. Furthermore, looking at the indicators of governance, 

Barangay Captains showed that they are more equipped with Barangay Fiscal Administration than 

in Legislative and Judicial functions; hence they needed to be capacitated in the weak areas of their 

governance. The responses according to the type of respondents revealed differences, showing the 

confidence of the Barangay Captains about their Full Capabilities in Barangay Governance. In 

contrast, the rest of the Barangay Officials demonstrated the perception of being fair capabilities 

of their Barangay Captains' Barangay Governance. With the different results, the study further 

validated through an unstructured interview among the barangay kagawad, barangay secretaries 

and treasurers with an open-ended question about the problems they encountered on their 

respective barangay captains' governance capabilities. It arrived with the three common themes 

revealing the incompetence of the Barangay Captains; the non-cooperation of the residents or the 

constituents themselves; and the non-cooperative Barangay Kagawad that genuinely affects the 

capability of the Barangay Captain. 
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Given the situation, the study recommends that all barangay officials, particularly the barangay 

captains, are urged to attend Barangay Governance Capability training program and seminar to 

improve and enrich their Barangay Governance Capability skills and strategies. Intensive 

monitoring and assessment of their barangay performance may be regularly to awaken their 

awareness and commitment to perform their duties and functions expected of them is also 

considered. The study may find a proposed training package where all Catanduanes State 

University Panganiban Campus Faculty-Extensionists will be involved in the extension services 

program. The programs and activities geared towards strengthening more their Barangay 

Governance Capability Skills and Strategies. The results of this study will be presented in a 

Research Fora, be discussed with all concerned for information purposes, and published for widest 

dissemination. Lastly, the conducted extension-based research in the future is in line with the 

programs of the Catanduanes State University – Panganiban Campus, such as Bachelor of 

Elementary Education, Bachelor of Technical and Vocational Teacher Education, and Bachelor of 

Science in Agriculture. Further, future researchers may consider research-based extension 

programs that the community needed. 

This study has limitations: First, the interpretations of the gathered data rely purely on the 

answers of the respondents in the questionnaire, where this writer relies on their honest replies. 

Second, the present study results may not be generalized in provincial or regional levels because 

it only represents the three municipalities of Catanduanes i.e. Viga, Panganiban, and Bagamanoc. 

In future research, this writer will consider specific aspects of Barangay Governance, specifically 

on Education and Literacy aspects, in the Barangay Level since the Faculty Extensionists are 

experts in Education. 
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