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Abstract	

	 The research investigates the effect of the adaption of technology on the recruitment 
processes in Pakistan. The use of the digital recruitment process, technology in recruitment, 
talent acquisition, and quality of recruitment are independent variables, whereas the efficien-
cy of the recruitment process is the dependent variable in this study. The study collects data 
from 200 HR managers of Pakistan employed in several organizations using close-ended 
questionnaires. The data analysis was carried out using SPSS software. This research sug-
gests that there is a significant positive relationship between the dependent and independent 
variables. The study adds to the literature on the impact of technology adaptation on re-
cruitment efficiency in the developing world. This study also suggests that top management 
and HR practitioners must implement specific actions to foster a positive attitude towards 
technology adaptation in employee recruitment. The study also provides the avenue to study 
further the use of technology in HR.  
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1.  	 Introduction	

	 Technology cannot just be understood as something everyone implements and con-
sumes to get the work done or increase communications. It is highly impacting the processes 
of many businesses to the extent of completely transforming the practices (Nasreem et al., 
2016). Such an influence is expected to be experienced by the Human Resource Department 
of a business precisely in their recruitment performs. It is also now believed that technology 
in recruitment brings profound positive changes like hiring employees has become more effi-
cient. And so, employers are now able to extract more incredible talent from the overall talent 
pool of candidates (Fair, 2007). Technology has become an extended term in today’s business 
environment. 

	 It is innocuous to say that no industry has not been affected by technology in one 
way or the other (Khan & Rasheed, 2015). Every industry and business have identified the 
importance of technology to increase overall operations and proficiency (Sattar et al., 2015). 
This implies on every level and department of a particular organization, including Human 
Resource Management (Ahmad & Allen, 2015). Even though this subject matter has gained 
significant attention globally, many organizations worldwide seek excellent knowledge and 
implement immense technological changes in their practices (Sheikh et al., 2016). But Paki-
stan still appears to be a sluggish goer in the application of technology. However, the impor-
tance has been majorly identified in various organizations. Nevertheless, much has to be done 
in this matter (Sabir et al., 2015). The importance of investigating technological implemen-
tation in recruitment and selection stalks from the significant part of employment performs 
in the present massive competitive and global aptitude trend (Ekwoaba et al., 2015). The 
adaption of technology in recruitment has become an actual implementation for recruiters 
desiring a competitive advance in the labor market and enticing limited acute talent (Smita 
& Sarika, 2015). The subject matter analysis will thus deliver abundant practical effects and 
suggestions for recruiters and fill prevalent research gaps in the Pakistani industry. Nowa-
days, the majority of the companies have adopted and designed a portal for HR rather than a 
physical resource (Khan & Rasheed, 2015). However, the scenario is different and immature 
in Pakistan’s market as the company still cannot comprehend how well and efficiently incor-
porate it with the practices (Naqvi & Bashir, 2015). Nevertheless, it is believed that Pakistan 
can dramatically change the situation of recruitment (Khattak et al., 2015). 

	 Recent researches show in the Pakistan market that the organizations which have 
efficaciously implemented sophisticated HR technology tools overtake those that do not 
(Khalid & Tariq, 2015). Nevertheless, since most establishments already have programmed 
basic HR administration, the general automation of HR procedures can no longer guarantee 
a competitive gain (Gates & Podder, 2015). Instead, businesses need to control how to use 
these technologies to alter their recruitment actions and market the brand to attract maximum 
candidates and increase the chance of hiring the best-fit talent for a particular job.
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	 Another problem in the Pakistani market that needs significant attention is that em-
ployees’ job roles are inappropriately defined, leading to inefficiency in the job and this over-
all ineffectiveness to achieve the targets (Shah et al., 2016). It is believed that such situations 
occur just because most the employers are unable to analyze the job properly and its specific 
roles; thus, they are unable to identify which candidate is the best fit for the position and thus 
leading to diminishing performances and demotivation in the job (Asadullah et al., 2015). 
The point here remains that appropriate education on what the employers are supposed to do 
is absent yet and, in this situation, technology can be of great use (Naz et al., 2016). 

	 `Technology can guide the step-by-step processes of the necessary actions required 
to be taken, and efficient analysis can be complete, providing better results overall (Ashraf, 
2017). The methods through which human resource actions are consummated must be 
changed intensely in the coming few years. Recruitment processes are dignified as one of the 
most vital assets of an organization. Nevertheless, significantly fewer companies in Pakistan 
can comprehend all the potentials it has.  Unquestionably, Human Resource Management, 
besides specific recruitment in organizations, has reached more strategic importance, and the 
implication of its implication in Human Resource Management and business approaches are 
well-comprehended (Owusus-Ansah & Nyarko, 2014).

	 In human resource management, recruitment remains the process of examining and 
choosing suitable applicants for a specific organization (Zia-ur-Rehman et al., 2015). Essen-
tially, the method comprises pursuing and attracting a pool of talented candidates incorpo-
rating numerous viable recruitment approaches (Nasir & Mahmood, 2016). The former prac-
tices incorporated by organizations entailed communicating networks or current employee 
referrals, attracting executive hunts, using newspapers classified advertisements, and differ-
ent mediums. However, in recent times, obtaining and keeping high-quality talent is chal-
lenging to an organization’s profitability because the talent market has become increasingly 
more competitive, and the accessible skills are cultivating intensely diverse. 

	 Recruiters must be more proficient with their responsibility since bad recruiting de-
cisions can yield long-term negative impacts, including significant training and development 
expenditures to limit the incidence of deprived performance and high turnover that eventu-
ally impact staff determination. And all of it can affect in overall diminishing profitability 
of the organization and fading competitive edge (El Ouirdi et al., 2016). Thus, technology 
adaption has been encouraged as a prospect for human resource (HR) specialists to become 
deliberate associates with top control of their respective organizations. The notion has been 
that technology will help recruiters become more proficient in providing effective results and 
decision-making ability.  

03



Volume 24 Issue 1, April - June, 2022

PAKISTAN BUSINESS REVIEW

Research

	 Considering the above limitations, this research will further help in knowing what 
are the significant factors of technology in the recruitment process? What is the overall im-
pact on talent acquisition through technology in the recruitment process? The study will 
also help identify the transforming field of Human Resources and enhanced activities of the 
recruitment practices. This study is highly significant for the recruitment practitioners to un-
derstand the various pros and cons of technology and comprehend whether or not technology 
is bringing more notable upgrades in their processes to incorporate it into their practices and 
increase proficiency. This study is also vigorous for the recruiters to know how technology 
can help improve their job roles. 

	 The few objectives of the study are: 1) to come up with and identify the factors of 
technology that are causing changes or effects in the process of hiring and selecting employ-
ees. 2) The recruiters of human resources have the accountability to take the main selection 
choices, including whom to recruit, what message to communicate, and how to operate re-
cruitment purposes with help of technology. 3) How the implication of the application of 
technology in each ground of organization is growing speedily. 4)  Lastly, how technology 
will help in the recruitment of quality talent acquisition. 

2.	 Literature Review

	 The assessment of how and why an individual implement or discard a specific tech-
nology has been a noticeable subject matter in the field of information system (IS), adver-
tising, and social science (El Ouirdi et al., 2016). For the last three decades, researchers like 
(Azeem & Yasmin, 2016) have intended to comprehend, forecast, and elucidate the aspects 
that impact the implementation of technology at specific and organizational levels. Other be-
havioral concepts transfer from the discrete to emphasis either on the behavior itself or asso-
ciations amid behavior, entities, and the communal and physical surroundings in which they 
befall (Khan & Rasheed, 2015). Consequently, abundant technology implementation theories 
and models have been advanced and consumed to exploit the elements and instruments of 
users’ implementation choices and behaviors (El Ouirdi et al., 2016). 

	 Ladkin and Buhalis (2016) stated that comprehensive consideration of the occur-
rences understudy is more significant than parsimony. While Naz et al. (2016) contended that 
the stability between parsimony and their influence to consider should be assumed when as-
sessing the models. For example, choosing a precise model may yield overflow which means 
that certain concepts are not obligatory or essential, and might also produce overflow circum-
stances, which means that other constructs are desirable to apprehend the phenomenon under 
examination (Fair, 2007). Consequently, it turns out to be commanded to assess these models 
in terms of their theoretical foundations (Naqvi & Bashir, 2015). 

04
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	 Furthermore, without understanding the backgrounds, progresses, and variations 
along with the limits of this technology, there can be no inclusive and precise research in the 
field (Sattar et al., 2015). Furthermore, while most of these technological adoption models 
and concepts appreciated extensive use and associated literature had developed immensely, 
to the best of our information, there are not many analyses of literature about the association 
of technology adoption models at the individual level. This examination and analysis will 
thus fill the gap between technology and Human Resource Management. Henceforth, in this 
article, we deliver a valuable, lengthy and inclusive review of the most significant concepts 
and theories in the field of technology, investigating their theoretical bases, classifying their 
advances, key mechanisms, assets and weaknesses, additions, boundaries, and their module 
paradigms (Kaminski, 2011).

	 This section evaluates an assortment of prevailing models to relate and distinguish 
them from the factors selected in this study. Certain factors are extensively used among the-
orists, just like information diffusion (Ashraf, 2017). The technology lifecycle theory as well 
as the coherent selection theory. Others are more frequently comprehended in the theoretical 
domain, such as ‘the Theory of Coherent Action’, ‘the Theory of Strategic Behavior’, ‘the 
Technology Approval Models’, and the integrated model. Diffusion concepts “Diffusion is 
the course through which a technology conversed through definite networks over time among 
the associates of a social system.” thus, diffusion of innovation is the theory of how, why, and 
at what rate new ideas and technologies spread through a defined community. 

	 Diffusion of innovation (DOI), the most renowned and most extensively used, is the 
diffusion of innovations model from Rogers (Kaminski, 2011), which has become the foun-
dation for broadly used theorists’ technology models. While he deliberates a theory for inno-
vations and technology that can be a notion, an action, or a purpose, most of his illustrations 
are technological innovations. According to the concept, several factors affect the diffusion of 
innovation. To seize this complication, the technology, the communication networks or how 
evidence about the innovation is conversed (El Ouirdi et al., 2016), the innovation-decision 
progressions and the technological innovation of an organization, and the nature of the com-
munal classification into which the innovation is being familiarized.

2.1	 Use of Digital Recruitment Process in Human Resource Management

	 The initial period of the 21st century is commonly measured as the initiative of a 
novel era of investigation and expansion in Pakistan. Due to a considerable upsurge in the 
yearly budget for advanced education and investigation in the year 2000 and subsequent-
ly, and succeeding formation of human resource management of Pakistan in the year 2002, 
research philosophy in Pakistan started growing in this era. Human Resource Management 
took numerous forthcoming concerns with advantages, thus accelerating the procedures and 
methods of research in Pakistan (Sabir et al., 2015). 
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	 Organizations are nowadays recruiting with help of different internet processes, on-
line portals, and methods such as interviews on Zoom, telephonic hiring, etc. which were 
never used to be in the past like publishing posts in the newspapers, notice boards, etc., and 
then conducting face-to-face interviews. No doubt, it eliminated the costs of hiring and also 
recruitment procedure has been speeding up with the latest technology. Efficient recruitment 
and selection have continually been one of the greatest essential for the organizations in the 
instructive subdivision because of not having any outright methodology for enticing, selec-
tion, and lastly, finding the right person for the job and a position in the company (Ahmad & 
Allen, 2015). 

	 Investigators reviewing numerous human resources perform have been concentrat-
ing endlessly on recruitment and selection among other Human Resource services. On the 
other hand, it has elevated several explanations on the preceding examinations on the extent 
of recruitment and selection that their utmost emphasis has been the big organizations with 
dissimilar recruitment and selection actions (Gates & Podder, 2015). The recruitment prac-
tices have been stimulated by the initiation of information technology, information structures, 
and digital technology (Moomal & Masrom, 2015). Investigators have emphasized that In-
formation technology delivered prospects to change organizations and support them attain 
competitive advantages (Sheikh et al., 2016). 

	 In diverse fields of research, studies from Pakistan have initiated performing in ap-
parent local journals (Ashraf, 2017). As an outcome, journals of Pakistan based on Human 
Resource Management investigation have also considerably augmented (Azeem & Yasmin, 
2016). Nevertheless, notwithstanding its development in numbers in the last one and a half 
years, Human Resource Management exploration in Pakistan still necessitates a focused 
course and plan that makes it more applicable to native matters and encounters (Nasreem et 
al., 2016). A foremost part of Pakistan-based Human Resource Management study contracts, 
in one way or another, with Human Resource actions link (Naqvi & Bashir, 2015). 

	 Meanwhile, the technological uprising parsimonies initiated rising promptly in es-
tablished countries and far ahead on this procedure of mounting businesses and markets 
prolonged to the entire world that curved into large-conclusion among big companies func-
tioning in both public and private subdivisions (Owusus-Ansah & Nyarko, 2014). The world 
revolved into a global village that stimulated measure of Knowledge, Skills, and Capabilities 
across the philosophies in the diverse companies in the country that instigated the investi-
gators’ emphasis on the human resource management field to counter diverse features con-
nected to the employees’ behavior, predominantly recruitment and selection, one of a crucial 
human resource management purpose (Ahmad & Allen, 2015).  
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H1: There is a positive and significant impact of digital recruitment on the efficiency of re-
cruitment.

2.2	 Impact of Technology Adaption on Human Resource Management

	 After studying the existing literature on HRM practices, the investigators have estab-
lished that technology does get influenced by peripheral and core influences which directly or 
ultimately affect other variables such as employee’s approach, employee-employer associa-
tions, economic performance, employee efficiency, etc. and eventually subsidize to inclusive 
business performance (El Ouirdi et al., 2016). The emergence of universities’ recruitment 
portals, Facebook, LinkedIn and Twitter, and other online platforms have made it easier for 
companies to reach out to potential candidates.

	 Numerous academics have deliberated that handling people is more challenging than 
managing technology or resources (Zia-ur-Rehman et al., 2015). Nevertheless, those orga-
nizations that have erudite how to achieve their human resources well would have control 
over others in the long run for the reason that obtaining and positioning human resources 
efficiently is unwieldy and takes much longer. The efficient management of human resources 
necessitates proficient Human Resource Management structures. Azeem and Yasmin (2016) 
describe Human Resource Management as a characteristic method of service management 
that pursues to acquire a competitive advantage by positioning an extraordinarily dedicated 
and experienced staff, using a selection of systems. To progress into a proficient Human Re-
source Management system, the association must have sound Human Resource Management 
actions. Human Resource Management denotes structural measures focused on dealing with 
the pond of human resources and guaranteeing that the resources are engaged in the direction 
of the contentment of structural objectives (Smita & Sarika, 2015).

	 Technology distresses Human Resource Management to an extensive level because a 
great notch of communication between technology and Human Resource exists. Technology 
varies the way we work, the parts we assume, and the connections through which work gets 
completed (Sheikh et al., 2016). Shah et al., (2016) contended that technology enables the 
development of a multinational company nonetheless creates a concurrent problem of “un-
pluggedness” between discrete workforces. Owusus-Ansah and Nyarko (2014) recommend-
ed that technology remains at the business industry’s core. It delivers a chain of business 
advantages. Technological expansions modify the framework of Human Resource actions 
and the way they are applied (Sekhar & Patwardhan, 2015).

H2: There is a positive and significant impact of technological adoption on the efficiency of 
recruitment.
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2.3 	 Quality Recruitment with Technological Advancements

	 The occurrence of the technology has transformed the conventional technique of 
recruitment in Pakistan as it has globally. However, Pakistan still stands in an initial stage of 
technological implementation in the recruitment process. In the past few ages, technology 
has intensely altered the face of Human Resource recruitment and the customs establish-
ments think about the recruiting purpose in Pakistan, particularly in the private segment (Ah-
mad & Allen, 2015). Implementing the influence of technology to attain Human Resources 
aims not merely to upsurge efficiency but also cut time and money (Asadullah et al., 2015). 
Technology-driven recruitment is recruiting workers by incorporating innovations, technolo-
gy, and digital internet sources (Ashraf, 2017). By combining Technology-driven recruitment 
facilities, job hunters get an improved chance to upsurge their potential job prospects. These 
facilities give time flexibility and more opportunities to entice impassive job hunters and sub-
sequent in a better chance to get the best person for hiring requirements. In the future period, 
digital recruiting and employment are predictable to endure their volatile evolution (Hyder & 
Lussier, 2016).  
	
	 Technology-driven recruitment has been accepted in numerous Pakistan organiza-
tions, from large to small organizations (Azeem & Yasmin, 2016). Most establishments are 
currently incorporating technology-driven recruitment to post jobs, receive resumes on dig-
ital mediums, and resemble the candidates by e-mail (Ekwoaba et al., 2015). In the current 
vibrant era, technology has transformed the domain and curved it into a global village. Job 
hunting around the country has turned highly common for applicants skilled in surfing and 
who have access to digital means (El Ouirdi et al., 2016). Currently, job hunting on digital 
means has turned out to be a very common implement for job searchers (Gates & Podder, 
2015). It lets them discover their anticipated job and construct their job in any part of the 
country. The virtual recruitment inclination has been ongoing in western countries for many 
years (Hyder & Lussier, 2016). In Pakistan, this inclination has developed in the last 7 years. 
Numerous CVs are directed or uploaded daily on business websites and online supports. 

	 Subsequent, to internet examination, numerous job searchers used the internet effi-
ciently to attain the formation of potential employers. Several of them are looking for a busi-
ness website, online contact recruiters on diverse job portals, and list themselves on online 
job panels or online job supports (Khattak et al., 2015). Those sites eventually perform as 
a medium that attaches the job searchers with businesses. There are numerous advantages 
of incorporating web-based job examination; it improves the competence of job searchers, 
it protects applicant’s procedure cost and time, job searchers can grasp employer at diverse 
level, indifferent to any conventional searching technique that would extend a local or na-
tionwide collection (Khan & Rasheed, 2015). Since job searchers in Karachi city concentrate 
comprehensively on online bases to gain prospects (Khalid & Tariq, 2015) has given im-
mense importance to technology in this concern.
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H3: Quality of hiring with technology has a positive and significant impact on the efficiency 
of recruitment.

2.4 	 Significance of Technological Implementation in Talent Acquisition

Prior academic researchers have investigated that to progress an association between em-
ployee contentment and the size of the organization, the kind of technology-driven recruit-
ment strategies, the incorporation and amalgamation of technology-driven recruitment play 
a critical role in the overall procedure (Sabir et al., 2015). To measure the efficiency of the 
variables, different influences such as demographics, stage of job contentment, job assurance 
and structural assurance are the effects that make a difference between customary recruitment 
methods and technology-driven recruitment. This recruitment improves job hunters’ suit-
ability in withdrawal of the correct type of data in a short time and smearing organizations’ 
websites rapidly.  

	 The overall exploration has explained that Human Resource Management is trans-
forming immensely in today’s world. More specifically, the recruitment process in human 
resource management plays a vital role as it helps in attaining the right fit for the job and the 
best person performing adequately in their job roles will eventually fulfill the organization’s 
strategic goals. In the present era, the conduct of recruitment has advanced considerably 
and the occurrence of technology-driven recruitment has transformed the commercial back-
ground forever at all levels within the context of Pakistan (Azeem & Yasmin, 2016). Due to 
continuous flow in the direction of innovation in technology and clutching conducts to deliv-
er more effectual techniques for companies to cultivate considerably, the commencement of 
e-recruitment seems to be one of the supreme and vital approaches for numerous organiza-
tions functioning in vibrant situations (Ashraf, 2017).  

	 Recruitment is a significant assertion of human resource actions. It is a twofold pro-
cedure that includes employers (Organizations) and candidates (Job hunters). Sattar et al. 
(2015) recognized organizations penetrating for potential employees as a searching concept 
of recruitment.  In exercise, nevertheless, potential employees pursue out establishments as 
well (Hyder & Lussier, 2016). This assessment, characterized as a coupling theory of re-
cruitment, seems more convincing. The valuation of desirability from both parties endures 
from the preliminary recruitment procedure to the final selection consequence (Naz et al., 
2016). The customary recruitment procedure is eagerly recognized as time-consuming with 
extended employment cycle times, high expenses per procedure, and little geographic spread 
(Sheikh et al., 2016). On the other hand, digitalization has indeed transformed recruitment, 
the chief and significant human resource management procedure stage, from a structural and 
a job searcher’s point of view (Nasreem et al., 2016). 

H4: Talent Acquisition has a positive and significant impact on the efficiency of recruitment. 
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Figure 1: Theoretical Framework 
 
3.	  Research Methodology

	 Research philosophy is a conviction about how data needs to be collected to analyze 
particular phenomena or a problem, how it will be analyzed and how it will be used. It is the 
systematic approach to focuses on examining the objective measurements and analyzing the 
statistical data using different computational techniques (Neuman, 2013). Research philos-
ophy is based on two key terms i.e. epistemology which refers to what is a known fact and 
considers the truth and on the contrary, the second statement is doxology which is believed 
that it is true. The positivism research philosophy is the most commonly utilized. It is mostly 
used in the quantitative research method because it aims to determine the social truth based 
on logical reasoning. However, the reasoning is made on the perception as a method to un-
derstand the actions of humans in certain ways. This philosophy stresses the reflections and 
reasoning of how certain human behavior is expected and involved in a certain phenomenon.

	 `The tradition of the positivist approach emphasizes quantitative research involving 
large-scale surveys. The ultimate aim is to get a perspective of society as a whole to identify 
the social truth about the research problem. Such type of investigation helps in developing 
an improved research model so that the research objective could be described in a more en-
hanced way with a detailed amount of knowledge (Gomm, 2008).  Positivism focuses more 
on trends and patterns rather than individual opinions. Moreover, the positivism approach of 
research methodology seeks to identify the relationship and impact between the variables. 
This study aims to analyze the impact of technology adaptation in recruitment on the effi-
ciency of the entire recruitment process. The research philosophy adopted in this research is 
positivism, as the data has been collected using the quantitative method. 
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	 The collected data is measurable and can be verified statistically. Moreover, the study 
aims to identify the relationship between independent and dependent variables; hence pos-
itivism philosophy is the best suitable approach for the current study. To evaluate how the 
adaptation of technology in recruitment can increase the efficiency of the entire recruitment 
process, the study has implemented a quantitative research method. Moreover, the data was 
intended to be collected from 200 respondents through a closed-ended questionnaire. Five 
Point Likert scale survey has been used for quantifiable data. All the respondents were HR 
managers or somehow involved in the HR process within their respective organizations.

	 Data is collected from two sources i.e. primary and secondary. When the data is col-
lected from first-hand sources, it is known as the primary data source. The advantage of using 
first-hand data is that it is fresh and accurate and the researcher knows about the quality of 
data as it is collected by him/her. Many researchers rely on the already existing data for their 
data analysis because it is time-consuming and expensive to collect data. Hence scholars col-
lect primary data when secondary resources are unavailable. The tools for collecting primary 
data are surveys, focus groups, one on one interviews, telephonic interviews, etc. 

	 To determine the relationship between technology adaptation in recruitment and effi-
ciency in the recruitment process, the primary data source has been used. The reason behind 
using this approach is because there are hardly any studies conducted in Pakistan in the same 
domain hence, being the first one to research this topic, the primary data was collected using 
a quantitative survey. For the current research, the sampling procedure selected is non-proba-
bility sampling. The study aims to analyze the use of technology adaptation by HR managers 
in several organizations; hence the respondents had to be someone who is involved in the HR 
process within the organization. The aim is to identify the general link between the identified 
variables hence, the study doesn’t focus on a single organization or industry. 

	 The data has been analyzed using SPSS statistical testing software. The collected 
data is first inserted and coded on SPSS software. The descriptive analysis has been con-
ducted using SPSS. For inferential analysis and to make this research a hardcore quantitative 
study, the coded questions are computed into independent and dependent variables. Once the 
variables are computed, correlation analysis has been conducted to test the hypothesis and 
identify the significance and relationship between the variables. The reliability test for each 
variable is also conducted to see which variable is more reliable and possesses similar results 
if the research is conducted again. Lastly, regression analysis is conducted to identify the 
impact of the independent variable on the dependent variable.

4.  	 Data Analysis

	 The research method that has been implemented in this research is the quantita-
tive method. The data is analyzed using descriptive statistics and inferential analysis by 
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implementing SPSS and running the relevant tests. The purpose of the current research is to 
gauge the impact of technology adaptation in recruitment and its impact on the efficiency of 
the recruitment process in Pakistan’s context. The first test that has been done on the data is a 
reliability test. The reliability test in this test explains the survey questions for each variable 
or whether the scale for each variable is reliable or not. The hypothesis is tested using cor-
relation analysis and lastly, the regression analysis has been conducted to see the final impact 
of IV on DV. 
 
4.1 	 Reliability Test 

	 The test of reliability is conducted to identify whether the scale used in the survey 
can provide constant and reliable results or if the same scale has been measured again and 
again. The reliability test calculates the level of variation in a given scale and the results are 
derived by testing the relationship between one variable and another. The higher association 
signifies the greater liability as compared to those variables that score low on the test. The 
measure that is utilized in this test is known as Cronbach Alpha. The majority of the research-
ers selected Cronbach alpha as a measure of reliability and consistency of the gathered data 
for the research. Measuring the Cronbach is most effective when the survey possesses many 
Likert Scale questions. Hence this test indicates whether the scale used in this research is 
reliable or not. The Cronbach alpha ranges from 0 to 1. The closer the Cronbach alpha is to 1, 
the higher the reliability and better. The higher value signifies that there exists higher cova-
riance and correlation among the tested variables. Each of the five variables, including both 
independent and dependent has been tested for reliability separately. 

Table 4.1 
Reliability Test

	 The Table above shows the Cronbach for each of the variables. The first variable is 
the Use of Digital recruitment and Cronbach alpha’s value of this variable is 0.68. Although 
this value is not more than 0.5 and closer to 1, this variable possesses high variance and the 
scale used for the statements of this variable in the survey is reliable. Technology and recruit-
ment is the next variable with a Cronbach alpha value of 0.684. Again, this value signifies
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that the scale used is consistent and dependable and high covariance exists between the vari-
ables. The following variable listed is the Quality of Hiring with technology with Cronbach’s 
alpha value of 0.792. This variable has the highest level of variance among other variables 
and the scale seems to be highly reliable.  Talent acquisition with technology is the fourth 
variable and the Cronbach alpha’s value is pretty low i.e. 0.293. This value is closer to 0, 
which means that this scale is unreliable and possesses more negligible covariance with other 
variables. The last variable used is Efficiency in Recruitment Process with the Cronbach Al-
pha value of 0.693 which again signifies a reliable scale and high covariance.

4.2 	 Correlation Analysis 

Table 4.2
Correlation Analysis

Note: Digital Recruitment Process = DRP, Technology Adaption in Recruitment = TAR,  Quality of Hiring with 
Technology = QHT,  Talent Acquisition with Technology = TAT,  Efficiency in Recruitment = ER
 
	 The Pearson correlation explains the relationship between two variables. This is usu-
ally conducted to see the relationship and prove the hypothesis. All the hypothesis results are 
positive and have a significant impact on the dependent variable. 

4.2.1  	 Correlation between Use of Digital Recruitment Process and Efficiency in  
	 Recruitment: 

	 The significance value between the use of digital in recruitment and efficiency in the 
recruitment process is 0.00. This sigma value is < 0.01, which indicates that there exists a sig-
nificant relationship between these two variables. The Pearson correlation value is coming to 
0.419 which is not very high but still positive. The sigma value and correlation value identify 
that the relationship between digital recruitment use and efficiency in the recruitment process 
is positively significant. This means if digital use is increased for recruitment, it will increase 
efficiency as well. 
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4.2.2	 Correlation between Technology in Recruitment and Efficiency in Recruitment:
	
	 The significance value between technology in recruitment and efficiency in the re-
cruitment process is also coming to 0.00 which is < 0.01. This value indicates that there exists 
a significant relationship between the two variables. The Pearson correlation value between 
these two variables is coming to 0.450, a moderately high value but positive. The sigma val-
ue and correlation value demonstrate a positively significant relationship between these two 
variables, meaning if more technology is used in the recruitment process, it will increase the 
efficiency of the recruitment process. 

4.2.3	 Correlation between Quality of Hiring with Technology and Efficiency in  
	 Recruitment:

	 The significance value between the quality of hiring with technology and efficiency 
in the recruitment process is 0.00 which is < 0.01. This value indicates that there exists a sig-
nificant relationship between the two variables. The Pearson correlation value between these 
two variables is coming to 0.502, which is comparatively higher than the last two relation-
ships and is positive. The sigma value and correlation value demonstrate a positively signifi-
cant relationship between these two variables, meaning if technology increases the quality of 
the hiring process, it will also increase the efficiency of the overall recruitment process. 

4.2.4	 Correlation between Talent Acquisition with Technology and Efficiency in  
	 Recruitment:

	 The significance value between talent acquisition with technology and efficiency in 
the recruitment process is 0.00, which is < 0.01. This value indicates that there exists a sig-
nificant relationship between the two variables. The Pearson correlation value between these 
two variables is coming to 0.620, the highest among all other relationships. It is upbeat and 
closest to 1 as compared to different correlation values. The sigma value and correlation val-
ue demonstrate a positively significant relationship between these two variables, meaning if 
the use of technology improves, the talent acquisition will also improve the efficiency of the 
overall recruitment process. 

4.3 	 Regression Analysis

	 While correlation identifies the relationship between the independent and dependent 
variables, regression analysis measures the impact of one variable on the other. However, 
correlation and regression both are predictive analysis tools. The essential values to read in 
regression analysis are R-square. The value of the coefficient variant is between 0 to 1, the 
closer the value of r-square to 1, the higher the impact of independent variables (x) has on 
the dependent variable (y). The model summary Table 4.3 below shows that the value of R is 
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higher at 0.665; however, the value of R-Square is 0.442. This value is moderately high only, 
which means that the impact of IVs on DV is not very high. It implies in Pakistan’s context if 
the level of technology is increased in recruitment and talent acquisition, it will have a 44% 
impact on the recruitment process’s efficiency.

Table 4.3
Model Summary Regression Analysis

	 The P-value of the use of digital in technology is 0.708, which means that the impact 
of this independent variable is not significant on the efficiency of the recruitment process. 
Moving on use of technology in overall recruitment has a p-value of 0.00, which indicates 
the high impact of this variable on the efficiency of the recruitment process. Quality of hir-
ing with technology has a p-value of 0.194, which is higher than 0.01, which again means it 
doesn’t significantly impact efficiency in the recruitment process. Lastly, the p-value of talent 
acquisition with technology is 0.00, which is lesser than 0.01, indicating the higher signif-
icance with efficiency. Hence, the regression results entail that two independent variables 
have a positive impact and two variables have no effect on the dependent variable. 

Looking at the ANOVA Table 4.4, the most critical value is the sigma value which is 0.00 < 0.01, which signifies 
that the impact of IV on DV is significant. Moreover, the coefficient Table illustrates the p-value or sigma value 
of each of the independent variables.  

Table 4.4
Anova
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Table 4.5
Coefficient Table – Regression Analysis

5.	 Conclusion 
	
	 The results of this study have been quite beneficial in understanding the aspect of 
employee recruitment with the help of technology. Nowadays, the majority of the compa-
nies have adopted and designed a portal for HR rather than a physical resource (Khan & 
Rasheed, 2015). However, the scenario is different and immature in Pakistan’s market as the 
company still cannot comprehend how well and efficiently incorporate it with the practices 
(Naqvi & Bashir, 2015). Nevertheless, it is believed that Pakistan can change the situation 
of recruitment dramatically (Khattak et al., 2015). Recent research shows on the Pakistan 
market shows that the organizations which have efficaciously implemented advanced HR 
technology tools overtake those that do not (Khalid & Tariq, 2015). Nevertheless, since most 
establishments already have programmed basic HR administration, the general automation 
of HR procedures can no longer guarantee a competitive gain. Instead, businesses need to 
control how to use these technologies to alter their recruitment actions and market the brand 
to attract maximum candidates and increase the chance of hiring the best-fit talent for a par-
ticular job. 

	 Moreover, the companies today implemented resume databases and applicant track-
ing technology. This is usually implemented by those organizations that hire very frequently. 
This type of technology enables them to keep the record and track the employee who has 
applied at some point within no time. Moreover, companies have also developed online test 
and assessment tools that can easily be given to the candidate to test their eligibility and IQ 
and get the results in no time. Quality of recruitment with technology shows a high relation-
ship with the efficiency in the overall recruitment process.
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6.	 Discussions

	 The current study attempts to determine the effect of adaption of technology in the 
recruitment practice in Pakistanis’ industries as no such earlier studies have been carried out 
in Pakistan to date to see the impact of technology adaption on inefficient talent acquisition. 
An increase in the emergence of technology does not only increase innovation within orga-
nizations but the findings have been in-line with targeted goals and objectives. The reliabil-
ity test of each variable reveals very high covariance and Cronbach alpha above 0.5 which 
means the scale is reliable however, only the talent acquisition with technology possesses 
low Cronbach alpha. This doesn’t signify that its impact on the efficiency of the recruitment 
process is lesser. On the other hand, the correlation shows a positive correlation between the 
use of digital in recruitment and efficiency. The literature above proves that recruitment is 
very similar to marketing, where the company is marketing itself as the best place to work.

	 All these technologies indeed improve the quality of recruitment. This statement can 
be proved with correlation analysis. In the above analysis, the only values that are considered 
are those that predict the relationship between IVs and DV however, correlation also tells the 
relationship between the independent variables. So, to prove this statement that technology 
in recruitment adds quality to the recruitment process, the sigma value between technology 
in recruitment and quality of recruitment also comes to 0.00, which is significant and the 
Pearson correlation value is also positive. The literature and the data analysis have signified 
that talent acquisition with technology has a high impact on recruitment efficiency. Talent ac-
quisition is a sub-group of recruitment or a department within recruitment that is witnessing 
automation at the current time.

7.	  Research Implications

	 This research would certainly help HR heads, policymakers, and decision-makers 
of different companies and industries. There has been an emergence of a plethora of digital 
platforms due to which the recruitment process has also been digitalized. For instance, Face-
book, LinkedIn, and Twitter have made it easier for companies to reach out to potential can-
didates. This use of digital platforms for posting the vacancies has undoubtedly helped in the 
cost reduction in the recruitment process, decreased the response time from the candidates, 
and improved the overall efficiency of the recruitment process. The technology in recruit-
ment is also observing advancement. It provides more options or platforms for job seekers to 
find their careers. Moreover, technological advancement also facilitates the HR manager to 
streamline their hiring processes.

	 The literature has revealed that traditionally in Pakistan, HR managers had to invest 
considerable costs in giving advertisements for jobs, but they received few resumes. On the 
other hand, with the increased use of technology, organizations get hundreds of resumes
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daily, which causes them to sort and filter the resumes that again require technology. The 
current research has also revealed a significantly positive relationship between the use of 
technology and efficiency in the recruitment process. The study has also identified some of 
the most commonly used technologies in recruitment. Such as Internet Job Boards which 
can be explained as only portals on different websites or social networking sites where every 
organization can post about a vacancy.

	 Many companies have already incorporated it, especially multinationals in the ac-
quisition space. The automation in talent acquisition aims to gather the data of candidates, 
compile a list of potential candidates after automated screening and send the report to the 
recruiter. The recruiter then approaches selected candidates with their skill set and work 
experiences. The technology in talent acquisition has become highly advanced. There has 
been the development of such software that even conducts the first round of interviews or 
screening for employers. 

	 Overall the results show that there exists a high correlation between all the indepen-
dent variables and dependent variables. The regression analysis also shows that technology in 
recruitment and talent acquisition has the highest impact on the efficiency of the recruitment 
process in Pakistan. The data or information will be safe easily and it will help further the 
organization achieves its goals. Through this, an organization can easily get benefits of im-
proved productivity along with this turnover will be decreased and profitability will increase. 
Somehow, by this, the new partnership can be signed, and new things can easily build up.

7.1	 Limitations

	 Future researchers are recommended to use these recommendations to overcome the 
current research’s limitations. The qualitative approach has been recommended so that it can 
provide more in-depth data and results. The use of a longitudinal time horizon has been ad-
vised so that the data can be collected in a more stretched time. Future researchers are recom-
mended to conduct this research on different industries and countries for different outcomes. 
Future research is also recommended to use other variables. The use of causal design has also 
been recommended to examine the causation between variables.

7.2   	 Future Outlook

	 Technology has become an extended term in today’s business environment. It is safe 
to say that no industry has been affected by technology in one way or the other (Khan & 
Rasheed, 2015). Every industry and business has identified the importance of technology to 
increase overall operations and proficiency (Sattar et al., 2015). This implies on every level 
and department of a particular organization, including Human Resource Management (Ah-
mad & Allen, 2015). The research aimed to measure the impact of technological adaptation
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in recruitment in Pakistani organizations and their impact on the efficiency of the recruitment 
process. The study has revealed an overall positive and significant effect of different types of 
technological adaptation by the HR departments of Pakistani organizations. The highlighted 
factors include the use of digital platforms in recruitment, implementation of technological 
advancement software for managing the database and candidate pool, overall quality of the 
recruitment process, and use of technology in talent acquisition. Finally, the overall impact of 
talent acquisition on the recruitment process is also significant and relatively high.
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Abstract	

	 In this digital era, the innovative performance of any industry is vital.  The main 
objective of this research is to investigate the effect of technological, organizational and cus-
tomer competencies on the innovative performance of the IT industry (Software Houses) in 
Pakistan.  Organizational Management Competency of 287 responses was collected through 
a questionnaire from Software houses of Pakistan. The Smart PLS has used to analyze the 
data and draw the results. Technological, organizational and customer competencies found 
their positive and significant relationship with the innovative performance of software houses 
in Pakistan. Moreover, the mediating role of R&D is found between organizational manage-
ment competency, customer competency and innovative performance. However, the findings 
of the current study suggest that software houses should focus on the allocations of their 
resources to enhance their technology capabilities, which allow them to remain flexible in 
business conditions that are always shifting.
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1.	 Introduction

	 Innovation has been acknowledged as the critical factor that underlies the sustainable 
performance of any firm. It is considered as the essential element in gaining a competitive 
advantage (Dougherty & Hardy, 1996; Zirger & Maidique, 1990) To become successful in 
a competitive environment continuous innovation is essential. Although there are numerous 
models but very few have discussed innovation in terms of organizational competency.  In 
today’s competitive environment multiple core competencies become evident for constant 
growth (Jalil et al., 2019). Organizations have several competencies but only a few of them 
can be identified as the core competencies. Several authors have identified technology com-
petency as one of the core dimensions of performance (Pérez‐López & Alegre, 2012). The 
consequence of IT is seen by shifts and revolutions over a decade. The IT industries are 
very vast. The geographical dispersion of advanced technical resources is now aligned with 
new development prospects (Que & Cantwell, 2016). The IT industry is one of Pakistan’s 
fast-growing markets, accounting for approximately 1% of Pakistan’s GDP, at about USD 
3.5 billion. In the last four years, it has doubled, and analysts plan it to rise to $7 billion by 
another 100% in the next two to four years.

	 Pakistan’s IT Sector Exports Trend 2006 to 2018 increased by 18K to 157K. As of 
now, more than 2500 IT firms are enrolled with exceedingly gifted and taught professionals 
in Pakistan. The deals of the IT industry are over $ 2.8 billion, out of which $ 1.6 billion has a 
place to the send out of software and IT administrations. As per the report, 25 tech incubators, 
co-working spaces, and quickening agents are in ownership of the Pakistan IT industry. Three 
OSCAR grants are gotten by Pakistani IT software engineers due to colossal commitment to 
Life of Pie etc. Actually gifted and Microsoft-certified experts are including esteem to the IT 
industry and Financial improvement of the nation (Shahzad et al., 2017).

	 Recently, Pakistan has mostly mislaid out of the worldwide worth chains allotted 
associate mediocre rank of issuing relatively short cost products or services and being paid 
allowances from usually low ability hand W.H.O usually go overseas, rather than adding 
worth reception by contributory within the increasingly interconnected world service econ-
omy. Worldwide Development File (GII) 2017 position of Pakistan is 113th available of 127 
nations in Universal innovations. Costs on instructions are 2.7 percent of GDP and tertiary 
registration is 9.9%. Additionally, the state ranked 74th in the field of knowledgeable labor 
(Dutta et al., 2015). Many organizations generate diverse forms of skills and incorporate the 
experience into emerging knowledge and innovation (Helmi, 2020).

	 Organizational innovation is directly proportional to the availability of relevant 
and accurate information which can be utilized for the process optimization of both ser-
vice and product (Boadi et al., 2020). Innovative performance has been frequently stud-
ied and researched in several scientific disciplines (Hameed & Haq, 2021), so it has varied
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understandings in various perspectives from various sources of literature by combining ele-
ments of ability and attitude with elements of achieving competency-based results (Sajid & 
Nouman, 2019; Kosasih, 2019). Theoretically, the study focus on our framework of study to 
determine the innovative performance of basic three competencies technological competen-
cy, organizational management competency, and customer competency, and the mediator is 
research and development.

	 The objective of this study is to identify the role of technological advancement on 
the performance of the organization. It further analyzes the role of organization and customer 
competency with the mediating effect of research and development.  

2.	 Literature Review

	 Thus, literature reviews concentrate on the value of three competencies (technologi-
cal, organizational, and customer) that impact and improve IT industries’ creative output.

2.1 	 Innovative Performance (IP)

	 Innovation has been considered the critical element of success in the current business 
environment (Shahzad et al., 2017). The dependent variable (DV) of this study is Innovative 
performance (IP). Industries must not only evolve in order to produce positively but also 
thrive and overcome the existing competition (Cefis & Marsili, 2006; Hassan & Hashmi, 
2020). In previous studies, the creative success of the industry has been the target of research 
(Roberts & Amit, 2003; Berchicci, 2013). The current study treats the IP success of the IT 
sectors as incorporated into its innovation phase in the different components of competencies 
and highlights innovative performance by research and development in three fields.

2.2 	 Technological Competency

	 Technological Competence is vital for human development (Burke & Ornstein, 1995; 
White Jr, 1962). The research describes the first independent variable (IV) as technological 
competency ( TC) Technological competencies include practical and theoretical information 
and techniques, ex-service, and devices required for the production of new goods and form 
part of technology skills (Wang et al., 2004). An industry with strong technological expertise 
can rapidly improve products and processes which bargain different assistances and generate 
worth for consumers using their scientific expertise. 

Hypothesis 1: The technology competency (TC) has a positive relationship and does influ-
ence the Innovative performance (IP).
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2.3 	 Organizational management competency

	 The term competency can be defined as the potential and willingness of an individ-
ual to perform a given task (Hemani & Rashidi, 2016). The second independent variable 
(IV) used in this research is organizational management competency (OMC). Organizational 
management competency (OMC) to achieve first, early, and higher innovates operational 
expertise (Roberts & Amit, 2003).  Some scholars find that the deduction of organizational 
management competency (OMC) from insufficient change is greater than those of excessive 
change  (Zajac et al., 2000). Business sense, client communication, and customer response 
are organizational management competencies (OMC) relevant to the implementation of cus-
tomer coordination. Market sensing is the company’s capacity to detect patterns before rivals 
and to predict market occurrences.

Hypothesis 2: The organizational management competency (OMC) has a positive relation-
ship and influences the Innovative performance (IP)

2.4 	 Customer Competency

	 The third and last independent variable (IV) used in the research is customer compe-
tency (CC). Those agencies with well-advanced consumer competencies (CC) are flourishing 
caution of customer demands and they are accomplished fee development on all factors of a 
product or service which might be crucial to the consumers (Day, 1994). Customer compe-
tence (CC) supports product feature choices in the realistic growth process. The promotion 
of products, including identification of main consumers and locations, demand evaluations, 
and research, typically plays a primary role in product testing. Customer plans, advertising, 
and delivery of goods are activities involving marketing experience in the marketing stage of 
the product (Swink & Song, 2007; Hafeez et al., 2002).

Hypothesis 3: Customer competency (CC) does influence and has a positive relation with 
innovative performance IP.

2.5 	 Research and Development (R&D) as a mediator 

	 The R&D is an overarching attempt to increase the expertise of the industry. This 
may involve scientific, individual, cultural, or even social awareness. The application of this 
expertise is concerned with the creation of new goods. The organization’s durability relies on 
emerging consumer technologies due to rapid developments in technology, which can lead to 
competition (Fiaz et al., 2011).
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	 In those years R&D has been rising steadily due to cautious and gradual technical 
developments, high production expense, increasing difficulty due to rapidly increasing tech-
nological capabilities, and competitive advantages (Finne, 2003). Large companies earn high 
profits through the production of more inventions (Hameed & Irfan, 2019) with more R&D.

	 As per published studies technology competency is crucial for higher innovative 
performance in any organization (Bolívar-Ramos et al., 2012; Dahms et al.,2020). However, 
some researchers stressed that the direct role of technology competency is not clear yet how 
it is increasing the level of innovation performance of the organization (Swink, 2000; Swink 
& Song, 2007).  Thus, the current is proposing the following hypothesis that R&D can play 
the mediating role to clarify the link between technology competency and innovative perfor-
mance. 

Hypothesis 4: The mediating effect of R&D is associated between technological competency 
(TC) and innovative performance.

	 Furthermore, Peeters and Van Pottelsberghe (2003) stated that effective organiza-
tional management competency influences the organization’s innovative performance pos-
itively. One more study also stressed that innovation in any company cannot be achieved 
without active organizational management competency (Waheed et al., 2019). Anyway, the 
way forward without the role of R&D strategy, the organization also cannot the achieve the 
higher innovation performance (Peeters & Van Pottelsberghe, 2003). Thus, R&D can play 
the bridging role between organizational management competency and innovative perfor-
mance. 

Hypothesis 5: The mediating effect of R&D is associated between organizational manage-
ment competency (OMC) and Innovative performance (IP).

	 Always innovation demand comes from the customer side, the firm which has a 
strong link with the customer they have the more innovative product in the market (Stanko & 
Bonner, 2013). In other words, customer competency increases the innovative performance 
of companies. Besides, the past research suggested that organizations cannot neglect the 
R&D process’s role in customers’ higher demand for innovative products or services in the 
market (Ernst et al., 2011; Wind & Mahajan, 1997). The continued process of research and 
development only can give the solution or meet the customer demands (Vendrell-Herrero et 
al., 2021). Hence, based on past studies the current study proposes the following hypothesis.  

Hypothesis 6: The mediating effect of R&D is associated between customer competency 
(CC) and Innovative performance (IP).
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	 The framework of the variable is described as follows. In this framework, every 
variable is directly linked with one another.

Figure 1: Research Framework

3.	 Methodology

	 The above discussion provides a general idea of the appropriate literature concerning 
IP, TC, OMC, CC, and R&D. This section is seized toward making clear the research meth-
odology and the techniques engaged in the way to attain the research purposes. In specific, 
this section includes the research population, the size of the studied sample, the sampling 
method, and the method or techniques concerning data collection and data analysis.

3.1 	 Population

	 Our main population of the data collection is the software houses of Pakistan. A total 
of 1169 software firms are registered on the software export board of Pakistan. A total of 287 
respondents are taken for this study (Krejcie & Morgan, 1970). The data has been collected 
from respondents through a structured questionnaire with a seven-point Liker scale. The 
manager of software houses was taken as respondents of the study. The random sampling 
technique was used to distribute the questionnaire to respondents. Table-1 has been used to 
target the software houses all over Pakistan through e-mail. 
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Table 1
Detail of IT industries in Pakistan

Source: http://www.psed.org.pk/company

3.2 	 Research instrument

	 This study is carried out via a questionnaire-based survey. The instrument is used 
to designate a 7-point Likert scale 1-7 (“strongly disagree to strongly agree”). The ques-
tionnaires are distributed among the managers of the IT Industries of Pakistan. The scale of 
technological competency, organizational management competency, and customer compe-
tency was adopted from the study of Lokshin et al. (2009). Moreover, the scale of research 
and development was taken from the study of Jantunen (2005) and the scale of innovative 
performance was acquired from the study of Dogbe et al. (2020). 

4.	 Results

	 This analysis contained the validation of the variables discussed in the research mod-
el. A questionnaire survey has directed the result of which have been analyzed over Smart 
PLS-SEM (Weissman et al., 2005) and PLS graph (Chin et al., 2003). Three analysis tech-
niques were run in the software, the first one in PLS algorithms is Cronbach’s Alpha and the 
second one is Fornell and Larcker criteria.

	 Reliability is a quantity to signify the range to which a measuring instrument is ap-
propriate or error-free and therefore reliable and stable crossways phase and also numerous 
items in scale (Sekaran & Bougie, 2016). The most common test of inter-item consistency is 
the Cronbach’s alpha Coefficient. In this research, Cronbach’s alpha Coefficient consistency 
is applied to study the inner stability of the variables.

	 Cronbach’s alpha technique is used for assessing the reliability and is priceless due to 
its strength to overwhelm the matters. Cronbach’s alphas pragmatism has been the dictating 
force behind its use, mostly in the playing field management sciences. This research engaged 
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Cronbach’s alpha coefficient to test the measurements’ reliability. Here method shows the 
item’s consistency when measuring the same construct by indicating that they display the top 
consistency and share the top tendency to measure it (Nunnally, 1994).

Table 2
Cronbach’s Alpha

4.1 	 Discriminant Validity

	 Here Fornell-Larcker method is used to demonstrate the discriminant validity of the 
construct. In the Fornell-Larcker validity assumption if the square root of AVE is greater than 
the latent variable correlations then the assumption of the discriminant validity among the 
construct is supported. The Table depicts that the square root of AVE (upper diagonal values) 
is enough greater than all the correlation values in their row and columns. Hence, the discrim-
inant validity is established.

Table 3
Fornell and Larcker
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4.2 	 Structural Equation Model (SEM)

              The structural equation model is used to examine the relationship among constructs 
as well as the predictive abilities of the outer model. Structural Equation Modeling (SEM) is 
implied to test the hypotheses. The SEM is based on regression tools. According to  (Hornsey 
et al., 2018), regression analysis is a statistical valuation to analyze or estimate the relation-
ship between the independent and dependent variable(s). Generally, the regression analysis is 
run to estimate the causal effect of a variable on another variable.

	 Discussion of the direct relationship between technology competency, organizational 
management competency, customer competency, and innovative performance. Here below 
mentioned Table shows the decision-making of hypothesis testing (direct effects of IVs on 
DV), whether they are supported or not. According to Table 4.9, the results of H1 show that 
there is a positive effect of Technological Competency on innovative performance OMC, and 
this effect is statistically significant (β=0.22; t=2.88; p=0.00); hence H1 is supported. Mov-
ing on to the results of H2 shows that Organizational management competency positively 
affects the Innovative Performance and this effect is statistically significant (β= 0.36; t=4.29; 
p=0.00); hence H2 is accepted. About H3, the proposed results show that there is a significant 
positive relationship between Customer Competency with Innovative Performance (β= 0.37; 
t=4.05; p=0.00); so H3 is also accepted and supported. 

Table 4
Results of direct relationships

4.3 	 Discussion of indirect relationships (mediating role of R&D)

	 Here below mentioned Table shows the decision-making of hypothesis testing (in-
direct effects of IVs on DV), whether they are supported or not. The results of H4 show that 
there is an insignificant indirect impact of Technological Competency on Innovative Perfor-
mance (β=0.008; t=0.473; p=0.637), which indicates that R&D insignificantly mediates the 
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relation between Technological Competency plus Innovative Performance. Hence, H4 is not 
supported.  The results of H5 show here a significant indirect impact of OMC on IP (β=0.063; 
t=2.027; p=0.043), which indicates that R&D significantly mediates the relations between 
OMC and IP. Hence, H5 is supported. While moving towards H6, the outcomes show the 
significant positive indirect effect of CC on IP (β=0.075; t=2.138; p=0.033). It depicts this 
R&D significantly mediates the relation between CC on IP. Hence, this hypothesis (H6) is 
accepted in this study.

Table 5
Results of indirect relationships

4.4 	 Model Fitness

	 R square, Standardized root means square residual (SRMR), and Normed Fit Index 
(NFI) are the important measures for Model Fitness in regression analysis. R square depicts 
to which extent the independent variables are predicting the response variable. Zero R square 
value indicates that predicting variables are not explaining the response variable. While R 
square value greater than 0 or closer to 1 depicts that predicting variable(s) are explaining the 
response variable to a considerable extent. In this case, the R square values for the response 
variable Innovative performance and R&D are 0.762 and 0.743 respectively. 

Table 6
R square
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	 This indicates that predicting variables are considerably explaining the response 
variables.  SRMR is another important measure of the goodness of the regression model. 
According to (Sarstedt et al., 2014), a value less than 0.10 or 0.08 is considered good. In this 
case, the SRMR value is 0.059, which is far away from 0.08. Hence, the alternative hypoth-
esis of model fitness is supported. NFI is another significant measure for the model fitness in 
Ordinary Least Square regression,  (Lohmöller, 1989) stated that the  NFI value greater than 
zero is considerable. The closer the NFI to 1, the better to fit. In this case, the NFI value is 
0.804. Hence, the model is fit.

Table 7
Model Fitness

Figure 2: Framework model
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5.	 Discussions and Conclusion

	 The first objective of the current study is to analyze the impact of technological 
competency on the innovative performance of the IT industry. The statistical analysis from 
the present research showed a positive significant influence on the technological competency 
of the innovative performance. The results of the present study are supporting prior studies 
e.g. (McEvily et al., 2004). Furthermore, the study concluded that TC is also connected to 
the creative and innovative achievement in all three disciplines: Technology has a direct and 
beneficial impact on IP growth because no sector will flourish without research and experi-
mentation in technology (Hafeez et al., 2002). 

	 The second objective of the present research was to observe the impact of organi-
zational management competency on the innovative performance of the IT industry. The 
empirical evidence from the present study showed a significant positive influence of organi-
zational management competency on the innovative performance. The present findings are 
agreed with Tian et al. (2020) and Heusinkveld et al. (2009), who argued that organizational 
management competency signifies the innovative performance with resources and capabili-
ties and has a direct relation with it. Subsequently, the 3rd objective of the present study was 
to analyze the impact of customer competency happening the innovative performance of the 
IT industry. 

	 The statistical findings from the present study showed a positive significant influence 
of customer competency on innovative performance, some of the prior studies by (Jayachan-
dran et al., 2004) concluded the same. The findings imply that an understanding of customers 
and their needs will allow a company to flourish, regardless of the industry in which it oper-
ates. While the fourth and final objective of the present study was to explore the mediating ef-
fect of R&D on the relationship between business competencies and innovative performance 
in the IT Industry. The analyses explained that R&D significantly mediates the relationship 
between Organizational management competency and Customer Competency with Innova-
tive Performance. The present findings are agreed with Tian et al. (2020) and Acosta-Prado et 
al. (2021). On the other hand, these findings are against the results from (Helmi, 2020).

5.1 	 Implications of the study

	 The study contributed significantly to the literature on innovation performance. Lim-
ited studies have investigated the combined effect of technical, management, and customer 
competencies on innovation performance with mediating role of R&D in software houses. 
Moreover, the findings of this study can help the higher management of software houses re-
garding the improvement of innovation in their firms. Furthermore, the managers of software 
houses can utilize their resources effectively such as technological, managerial, and customer 
to derive innovative performance. However, this study stressing that how managers can co-
vert intangible resources to create value through higher innovative performance.  
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5.2 	 Limitations and future recommendations of the study

	 The current study has only taken one industry of Pakistan, the future study can take 
the responses from other industries such as textile, sports, etc. Besides, this study conducting 
a cross-sectional study, the future study can conduct a longitudinal study approach. More-
over, future studies can also involve other organizational competencies in the current study 
research framework such as entrepreneurial competency and resilience. 
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Abstract	
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1.	 Introduction

	 FinTech is considered one of the most all-embracing inventions of the financial in-
dustry. FinTech is likely-looking to revamp the industry by enhancing the quality and cutting 
costs of financial services. In recent years, FinTech is considered the backbone of the finan-
cial industry that implements technologies to improve financial activities (Schueffel, 2016). 
Financial technology is the composition of technology and financial services to contribute 
and strengthen financial affairs in the contemporary world. Revolutionary and newly invent-
ed financial products are the desired outcomes of finTech. Hence, it is undoubtedly consid-
ered an emerging field that is influencing the conventional corporate structure and forcing 
them to transform themselves quickly as possible (Smith, 2015).

	 Similalry, Gimpel et al. (2018) stated that FinTech companies have a substantial in-
fluence on the financial industry. Innovative corporates are interested to develop capabilities 
to utilize and/or invest in FinTech to stay over-competitive, even recently internal projects 
of traditional financial institutions are transformed into technology-driven to boast Fintech 
innovation and obtain competitive advantages. Moreover, the authors of this study also high-
lighted that FinTech is now the backbone of the modern financial world. Furthermore, Smith 
(2015) also highlighted that innovation in the financial sector in the context of proving prod-
ucts and services is only possible due to Fintech.

	 Lee and Shin (2018) stated that two types of start-ups are relevant in the modern 
world, e-commerce and financial technology (FinTech). Gozman et al. (2018) emphasized 
that the established fintech market offered innovative, valuable solutions to the stakeholders 
of this sector.  Likewise, the financial sector has achieved confidence to provide the best ser-
vices to its customers. Moreover, Davis et al. (2017) emphasized that fintech is a reality now, 
therefore, contemporary financial institutions, for instance, banks are keen to build their fin-
tech models to face upcoming challenges. There are two major gaps highlighted by (Gozman 
et al., 2018; Leong et al., 2017; Bahrami & Evans, 1995) first, there is a lack of research in 
the field of the emergence of Fintech specifically, in developing countries. Secondly, studies 
in the context of ecosystems and other related issues have not been appropriately addressed 
in underdeveloped countries. 

	 Consequently, the main purpose of this study is to explore a historical perspective 
of FinTech to highlight the existing gaps in the literature, and also describe the significance 
of the Ecosystem toward fintech. The novelty of this study is to explore the dimensions of 
FinTech business models, which must be helpful for future business consultants and advi-
sors. Similarly, technical and managerial challenges for both FinTech startups and traditional 
financial institutions were also described after reviewing the past research to understand the 
ground realities and comprehend the future directions.  
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	 Primarily, the structure of the study has based on six sections. One, the Background 
of the study is discussed. Second, the emergence of Fintech was described for the readers 
and future researchers to comprehend FinTech. Third, the fintech ecosystem was discussed, 
the purpose of highlighting the fintech ecosystem was essential to describe because chances 
of growth are much higher for several sectors, for instance; mobile banking, software, pay-
ments, platforms, data analytics algorithmic asset management systems, and peer-to-peer 
lending and trading, etc. Fourth, FinTech Business Model was discussed to provide a system-
atic purpose for using the Fintech in Business Model. 

	 Moreover, this section has consisted of six dimensions that hopefully enlightened fu-
ture researchers in the context of the business model. FinTech business models are; insurance 
services, crowdfunding, payment, lending, wealth management, and capital markets. Fifth, 
FinTech Investment challenges were also discussed to provide direction that how to deal 
with upcoming challenges for traditional industries along with new startups. Sixth, the study 
concluded for future scholars to motivate for further exploration of the same domain which 
would be the backbone of future industries.    

2.	 Emergence of Fintech

	 Over the last few years, fintech has become an emerging subject in the corporate 
world.  However, the notion of FinTech is inherited and not a mystic concept. In 1958, and 
possibly predated to July 1866, the earliest interaction by the use of the Trans-Atlantic trans-
mission line become apparent. The transmission not only reduced communication time be-
tween Europe and North America by one-half but 10 days to 17 hours (when a message was 
delivered by ship), but it also aided the creation of the global telex and subsequent financial 
services, which is also known as FinTech 1.0 (Nicoletti et al., 2017). 

	 According to Arner et al. (2015), there are significant eras have been established, in 
which the application of financial tools has some sort of interconnection with technology. 
These eras informed us that both fields of study grew simultaneously. Primarily, the initial 
phase of development was analog context to the formation of digitalization.  Predominately, 
fintech has been developed from 2008 onward in developing and particularly in the devel-
oped world. In the last decade, fintech development was not associated with the product 
and services. However, it was identified with the supplier side who is applying Fintech. for 
instance, wholesalers and retailers of the product and services. Moreover, recently, the era of 
fintech was identified by start-ups.

	 The origins of technological innovation in the financial sector can be seen or discov-
ered from the invention of payment through checks in 1945. Following that in 1958 Bank of 
America issued the first credit card. In 1967 ATMs were introduced to aid in the processing 
of financial transactions followed by the issuing of a debit card as a transaction instrument. 
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Internet banking was introduced in the 1990s aided by the advent of the Internet. Fintech 
innovations such as mobile payments and crowdsourcing were introduced in the 2000s. This 
demonstrates that fintech is a rapidly evolving business, necessitating a reassessment of ear-
lier research to capture the progress of financial services (Ashta & Biot-Paquerot, 2018).

	 In short, the advancement of FinTech is associated with the expansion of enabling 
technologies. In the course of FinTech 1.0, the key is empowering technologies containing 
Transatlantic transmission cable and mainframe computers, etc. In the course of FinTech 2.0, 
the concerned technologies consist of Internet things, however, for the duration of FinTech 
3.0, gradually data technologies will be established. Presently, we are in the evolution mo-
ment between FinTech 2.0 to FinTech 3.0.

Figure 1: The evolution period between FinTech 1.0 to FinTech 3.0.

	 Financial Technology (FinTech) is a broad-based subject that incorporates Finance, 
Information Technology Management, and Innovation Management. Hence, Figure 2 depicts 
the finTech scope that which is a multidisciplinary area of learning. 

Figure 2: FinTech is a multidisciplinary area of the learning.
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	 The fundamental intention of applying the technology is to provide innovative 
products and services in the existing financial system. FinTech is an emerging sector that is 
impacting conventional business models and financial structures by amalgamating modern 
technology and finance (Smith, 2015). The emergence of FinTech is basically supporting the 
way traditional firms are operated as it is the most critical invention (Gozman et al., 2018). 
In the past, financial industry innovation has primarily concentrated on technology difficul-
ties, leaving an unresolved research topic about a deeper understanding of new technologies 
impact on services, Value formation, business concepts, and strategies for customers (Lee & 
Shin, 2018). 

	 Furthermore, traditional business models, including proprietary distribution chan-
nels have been modified to current services by existing and established actors; thus far, prod-
uct-based offerings have maintained their place in competition against new competitors. The 
development in the market of FinTech is providing an innovative solution to the clients by 
improving experiences and efficient financial services (Gozman et al., 2018).  The restruc-
turing of financial information flows has made internet banking more accessible. while other 
financial technologies, such as networks, standards, and messaging protocols, have generated 
new avenues for financial information flows. Application programming interfaces (APIs), 
for example, offer the ability to provide customized customer-centric experiences and make 
things easier (Gomber et al., 2017). 

	 Innovations in “banking as a platform”  with their mobile-centric solutions, challeng-
er banks have become a global Fintech phenomenon, attracting millions of consumers. For 
example, Brazil’s NuBank is the world’s largest challenger bank, with 15 million customer 
accounts  (Zachariadis & Ozcan, 2016). As the fintech sector develops, banking and financial 
regulatory regimes are continuously changing. To better meet the benefits and challenges 
provided by growing technology, financial authorities are currently evaluating existing rules 
and considering new legislation. 

	 Financial regulators in the US, Europe, and the UK, in particular, have recently im-
plemented or are enacting a number of regulations and recommendations directed specifi-
cally at fintech innovation (Fintechnews Singapore, 2020). Fintech innovation has enhanced 
banking and financial services, emphasizing the necessity for these new norms and rules to be 
rigorous. Institutionalized models are being undermined by the Fintech revolution, resulting 
in the restructuring of financial information flows. This is accomplished by new financial 
technical advancements that allow for reintermediation, or the launch of innovative financial 
institutions (Nielsen, 2002; Sathye, 1999). 

	 Intermediaries are these Fintech companies that process payments using cryptocur-
rency rather than traditional compensation arrangements, and banking networks. Digi.me 
is another example of a platform that encourages clients and executive banks to collaborate
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(Sen & King, 2003). To make efficient use of personal information regulatory monitoring 
and regulation are thus key aspects of the fintech ecosystem’s evolution, and they may have 
a considerable impact on the scope and speed of future advances.

3.	 Fintech Ecosystem

	 The word ecosystem is broadly familiar to explain the reliances as well as prospects 
for ingenious value conception. In other words, the business ecosystem is the same way as 
“companies co-evolve capabilities around an innovation: they work cooperatively and com-
petitively to support new products, satisfy customer needs, and eventually incorporate the 
next round of innovations” 

Figure 3: Five elements of FinTech
Source:  (Lee & Shin, 2018)

	 (Moore, 1998). Modern production and economic governance systems are becoming 
fragmented, diffused, and spread along with network nodes, owing to global forces of non-
linear innovation (Russell & Smorodinskaya, 2018). A wide variety of ecosystems have been 
recognized and explored based on innovation links, such as  Business ecosystems, software 
ecosystems, and other types of ecosystems (Moore, 1998). Suominen et al. (2018) mentioned 
that the Innovation Ecosystems do not occur naturally; instead, they are created. Likewise, 
Oh et al. (2016), Järvi and  Kortelainen (2017) emphasized that even though modernization 
ecosystems are frequently described as distinct bodies, researchers are focused on their struc-
tures. 

	 Technical modularity has a lot of significance as it replenishes the ‘theory of ecosys-
tem’ since it permits multiple producers to construct interdependent components of a system 
with no coordination required. As a result, modularity (but not essentially open receptive-
ness) is important to set the stage for the birth of a new ecosystem. In order to comprehend 
the reasonable and interactive dynamics of Fintech innovation, the FinTech Ecosystem needs 
to be studied. FinTech Ecosystem is described through a diverse, non-linear dynamics, and 
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complex network of representatives that cooperate to provide a broad range of financial ser-
vices and products for end-users (Jacobides et al., 2018). The FinTech Ecosystem consists 
of five elements that act all together to encourage the economy to augment customers’ un-
derstanding and support social attachment 1) Fintech startups 2) Government 3) Technology 
developers 4) Financial customers 5) Traditional financial institutions (Lee & Shin, 2018).

•	 FinTech startups deal with payments platforms, wealth management, crowdfunding, 
lending, capital market, and also insurance companies.

•	 The Government sector deals with the legislature and financial regulators.
•	 The Technological developers are  deals with cloud computing, cryptocurrency, big 

data analytics, etc 
•	 Individuals and organizations are Finacial customers 
•	 The traditional financial institutes deal with insurance companies, venture capitalists, 

and venture capitalists. 

	 These above-mentioned elements combine to encourage development, boost the 
economy, encourage financial sector collaboration, and competitiveness, and ultimately 
benefit financial industry consumers. FinTech startups are all featured in the one core. For 
instance, Payment, wealth management, lending, crowdfunding, capital markets, and Finin-
sure. Moreover, Fintech services are innovating financial services at a regular pace, which 
has become extremely disruptive to banks (Walchek, 2015).

	 Technology developers provide an environment that encourages FinTech entrepre-
neurs to establish innovative ventures. Likewise, provide platforms for social media, artifi-
cial intelligence, big data analytics, smartphones, cloud computing, and mobile services are 
developed by technology developers.  Hence, big data analytics provides unique services to 
customers. FinTech uses big data to establish a digital trial of a customer’s financial behav-
ior, spot possible problems, and give consistent assistance. It also uses forecasts and data to 
propose the correct services/products depending on their client-specific spending habits. For 
FinTech Industry mobile network operators are providing less costly infrastructure such as 
mobile banking. Since the 2008 financial crisis, the Government has been providing a favor-
able regulatory environment for FinTech (FinTech, 2015). As a result, the future demograph-
ics of FinTech enterprises are quietly positive, as it represents the majority of the population 
and generates a tsunami of FinTech service growth.

	 Traditional financial institutions are primarily influenced by the FinTech ecosystem. 
It has a competitive advantage on an economical scale over the FinTech startups. Further-
more, scholars have criticized the value of the innovation of the ecosystem or the value of 
the ecosystem concept. For instance, Oh et al. (2016) comprehensively covered a recent 
bibliographic analysis that focuses on the blurred boundaries and overlaps to address this 
conceptual ambiguity between knowledge ecosystems and innovation ecosystems platforms, 
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business ecosystems, and ecosystems. Suominen et al. (2018), discussed the relations in the 
middle of micro and macro behaviors, along with the reasonable and collaborative behaviors 
of people, which are shown as fundamental defenses for the ecosystem paradigm. Ritala and 
Almpanopoulou (2017) also mentioned that the connections between them are emphasized.

	 In business ecosystems, modernization serves as an incorporating structure concern-
ing the discovery of new knowledge (the knowledge ecosystem) and the development and 
capture of value. The view of the economy as a compound interplanetary made up of sys-
tems, as well as the view of innovation ecosystems as a sophisticated environment, resources, 
and connections produced through combined activities among systems and consequentially, 
functionally devoted organizational varieties of such networks, supports (Russell & Smoro-
dinskaya, 2018).

4.	 Fintech Buisness Model

	 A business model illustrates the incorporation of the firm and explains how to de-
liver, and capture value from social, economic, and cultural perspectives. The procedure of 
constructing a business model or converting traditional business into digitalized form is also 
called business model innovation.  The word “business model” is usually used in literature to 
define metaphors for essential features of an association or corporation. For instance, deter-
mination, business procedure, and development, board perspectives of customers, contribu-
tions, approaches, substructure, administrative structures, locating, trading activities, opera-
tive progressions, and guidelines, moreover, cultural perspectives. 

	 FinTech indicates to firms that incorporate financial services along with pioneering 
expertise in the context of technology to promote financial services. Innovative competitors 
to the industry normally deliver highly innovated and advanced solutions through applica-
tions. Respective clients are fascinated by FinTech for the reason that their services are in-
telligible and along with unique products, efficient, transparent, as well as automated. Tradi-
tional banks haven’t even scratched the surface of potential advances in this area (Dorfleitner, 
2017; Mackenzie, 2015). 

	 FinTech is widely considered to be amongst the most significant breakthroughs in the 
financial services and industry, as it happens fast-growing being a  result of contributions to 
the modern financial system, favorable regulation, and the technology sector. FinTech has got 
the capability to disrupt and alter the financial system by reducing costs and increasing effi-
ciency, improving the quality of financial products and their respective services, and expand-
ing and steadying the economic system. FinTech promotes scientific invention in services 
related to financial perspectives that would be the reason for unique applications, corporate 
models, procedures, or else products with a significant influence on various financial markets, 
and the establishment of modern financial services (Financial Stability Board, 2019). 
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	 FinTech has a more scalable business model than traditional banks, as they combine 
e-finance, AI (artificial intelligence), IT (internet technology), SN (social networking), big 
data analytics, and blockchains. These characteristics have an impact on the growth potential 
and current trends with the United Nations’ Sustainable Development Goals. Likewise, Moro 
et al. (2020), fintech is considered a valuable solution to obtain sustainability in the context 
of finance along with various dimensions of business in the contemporary world. The authors 
of this study also highlighted multiple dimensions of finTech, that would be worthwhile for 
future researchers to explore developing new FinTech infrastructure and providing solutions 
for the industry.

Figure 4: Main dimensions of the FinTech 
Source: (Moro-Visconti et al., 2020)

	 FinTech has formally begun to close the financial presence disparity by means of de-
livering services. The triple-bottom-line study contemplates financial, community, and eco-
logical factors, and environmental sustainability is a relatively recent field of study (Varga, 
2018). Fintech businesses propose personal and enterprise bank accounts based on a compre-
hensive digital infrastructure. Even though this suggested model is approximately similar to a 
traditional banking system, fintech companies facilitate strategic management to avoid huge 
expenditure on maintaining physical divisions. The study’s playing field is FinTech corporate 
models and their various levels of survivability, which provide corresponding interests to 
banks in order to remove traditional financial sector restrictions and promote financial inclu-
sion. This line of inquiry has only recently become well-developed (Gai et al., 2018).

	 According to Lee and Shin (2018), FinTech is fast gaining traction in the financial 
and banking industries, where they are establishing itself as a revolutionary, disruptive mod-
ernization equipped to upend conventional financial markets. However, Fintech isn’t a brand-
new concept or technology; it’s been there interminably. Moreover, it has merely progressed 
at an accelerating rate. Technology has one of the significant aspects of the financial sector, 
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whether it was the introduction of credit cards or ATMs, electronic trading floors, or high-fre-
quency trading.

	 Likewise, some corporations are even cautious to accept and make use of FinTech 
since it is creative but inherently unpredictable, limiting its growth. Because FinTech is more 
innovative than traditional e-banking, uncertainty is more important. Transactions are be-
coming increasingly complex and unpredictable (Ryu & Ko, 2020). 

4.1	 P2P Lending

	 P2P lending (peer-to-peer lending) is a method or practice of lending money to indi-
viduals or businesses (Fang et al., 2014). At present days P2P lending programs (for instance, 
funding groups) take this to a new level by attracting debtors to prospective creditors to 
safeguard contracts. Peer-to-peer lending Prosper and Lending Club have become fast-grow-
ing American investment marketplaces, with year-over-year growth exceeding 100% (Tech 
Crunch, 2019). P2P lending is a Fintech sector that is quickly increasing in several Asian 
nations, including Korea, China, and Indonesia (Lee, 2017; Stern et al., 2017).

	 Financial technology has expanded its reach and is now considered one of the most 
prolific developers in the field of finance (Lee & Shin, 2018).  However, it has, on the other 
hand, contributed to a trust deficit amongst financial services providers, which nevertheless, 
has kept the market appetite unsatiated, thriving them to look out for alternative financing 
solutions (Leong et al., 2017). Meanwhile, the available and affordable infrastructure i.e. In-
ternet, Cellular Services and Sensors, etc., enhanced sophistication in tech apps such as Big 
Data analysis and platforms, etc., and business operations like sharing economy, etc, are the 
impetus behind the robust growth of Fintech (Leong et al., 2017; Puschmann, 2017). 

4.2	 Payment Business Model

	 Modern research has explained that conventional industries have been influenced 
by the fintech model. Mainly, in the payment model. Currently, businesses are relying on 
“Electronic wallets, electronic money, and payment gateways” which are just a few of the 
innovations that have evolved (Dahlberg et al., 2015; Niu et al., 2020). This is due to the 
significant degree of variability across payment schemes in terms of payment processing and 
transaction settlement techniques, as well as e-commerce developers who use a variety of 
payment methods (Bello & Perez, 2019; Moon & Kim, 2016).

	 Advanced payment methods are relatively comfortable in comparison to other finan-
cial products and services, Smaller loan amounts are rarely offered by banks and big lenders 
to their borrowers. The fundamental issue is low profitability, which is exacerbated by expen-
sive processing and recovery expenses. Several fintech organizations, on the other hand, are 
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lowering the barriers to entry for small borrowers, hastening the fintech industry’s evolution. 
The present system of mobile payment competes in or dirt to develop and distribute the 
values to clients through the multidimensional network with the same shared infrastructure 
(Iman, 2018).

	 According to Todorof (2019), financial regulators of the world specifically in devel-
oping countries are not aligned with the fintech development. Moreover, they are still in sur-
prise to observe the uses of currency exchange through the internet. Therefore, regulators are 
concluding that modern fintech would destabilize the existing financial system. The payment 
process is made extremely simple with this fintech payment strategy. Because the loans are 
granted at a cheap interest rate, anything may be purchased with one click and paid for any-
thing. Most crucially, the company that facilitates these transactions gains access to sensitive 
user information (of course as and when permitted). 

	 FinTech has the following two payment markets that are (1) Wholesale and corporate 
payment and (2) Consumer and retail payment. The use of payments in retail financial ser-
vices on a day-to-day basis, as well as one of the least regulated financial services, is increas-
ing.  According to BNY Mellon (2015), consumer and retail payment of fintech include the 
following: mobile wallets, (P2P) mobile payments, foreign exchange, real-time payments, 
and digital currency solutions. All these services improve the customer experience in terms 
of speed and multi-channel accessibility.

4.3	 Insurance Service Business Model

	 Financial technologies or FinTech revolutions are reforming the requirement of fi-
nancial products and services. Particularly, in the case of insurance, the fintech business mod-
el works by applying sophisticated technologies. For instance, blockchain, smart contracts, 
artificial intelligence, and autonomous operating technologies. Likewise, innovative cyber 
security procedures safeguard customer identity and reporting of different risks. It is con-
stantly attached and always inaccessible with providing a customized analysis engagement 
through IoT,  data analysis, and mobile revolution. Through data analytics, it calculates and 
matches risks, and customers are offered to fulfill all their required needs (e.g car, house, etc) 
Blockchain technology provides a new approach to developing secure distributed networks. 
Originally, created as a system service for identifying double-spending in bitcoin systems, 
blockchain is now widely used in a variety of business applications that require distributed 
parties to trust one another.

	 A blockchain, at its most basic level, is a distributed ledger service that is imple-
mented by numerous participants, each of whom keeps a local copy of the ledger. Certain 
consensus processes involving all participants ensure the ledger’s consistency. Depending 
on the trust model, blockchain systems can choose from a variety of consensus protocols. 

50



Volume 24 Issue 1, April - June, 2022 Research

PAKISTAN BUSINESS REVIEW

The ledger’s immutability is achieved by a combination of cryptographic primitives and open 
distribution (Vukolic´ & Marko, 2017). Existing insurance systems have automated process-
es to a certain extent. However, performance constraints persist due to the lack of a single 
trusted source of state information for many transactions. The generic insurance systems 
necessitate manual interactions across many transaction processes, resulting in delayed pro-
cessing and a long payment settlement period (Nath, 2016). 

4.4	 Wealth Management Business Model

	 Wealth management is investing counseling assistance that merges further business 
services to focus on the requirements of potential investors. Get through the process of a con-
sultation, the financial experts gather relevant facts and data regarding the investors’ wishes 
and particulars in the context of a situation, then customize a strategy for them and decide 
the variety of available financial products and services. In the contemporary world, the use of 
Robo-advisors (RAs) has endangered the traditional fund managers and the wealth manage-
ment industry. RAs’ assets under management (AUM) have grown through affordability due 
to their cost, better-expected returns and transparency in the services linked to the application 
of quantitative finance and technology with less subjective human involvement (Phoon & 
Koh, 2017). Likewise, a survey conducted in April 2016 by CFA Institute found that the ma-
jority of people were most concerned about the potential for fintech businesses to disrupt the 
wealth management industry (Sanicola, 2016).

4.5	 Crowdfunding Business Model

	 Crowdfunding is primarily a way of raising money to finance projects and busi-
nesses. It is the procedure to arrange finance for the project through several individuals via 
the internet. Brian Camelio, a musician, founded the first crowdfunding platform in 2003 to 
support music endeavors while offering prizes in return. Thousands of similar websites have 
sprung up as a result of its success. Crowdfunding, on the other hand, is not without risk of 
abuse: According to the reports of the FBI, more than 2,400 malicious web platforms thieved 
multimillion dollars from sponsors who invested in the aftermath of Hurricane Katrina in 
2005 (Stern, 2013). In 2015, over US$34 billion was raised worldwide through crowdfund-
ing. Crowdfunding entrusts networks of the people to control the creation of new products, 
media, ideas & fundraising for charity or venture capital (Administration, 2016).

	 On the plus side, the New York-based Kickstarter platform has taken crowdfunding 
to a new peak: Since 2009, it has elevated over $2.2 billion in pledges from 10 million donors 
to fund 100,000 creative projects and start-ups in industries as diverse as technology, sports, 
filmmaking, music, and the arts. Lending-based models are still the most active participants 
in the crowdfunding industry, with $64 billion raised in 2015 (Wills & Jablonska, 2015).
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	 Crowdfunding entails three parties: the entrepreneur in need of funds, the contributor 
who is interested in the idea, and a moderating organization that enables the interaction be-
tween the contributor and the initiator. If interest is to be paid on the amount of reward-based 
crowdfunding, the borrower chooses an interest rate that is comfortable for them and pays it 
back within the desired time frame (Mollick, 2014). 

4.6	 Capital Market Business Model

	 The foremost intention of the capital market is to facilitate investors to use services, 
technology, and other methods for mobilizing and channeling cash into capital assets (Aking-
bohungbe,1996). Indeed, a country’s pace of economic growth is intrinsically related to the 
sophistication of its financial system, particularly the efficiency of its capital market. Fi-
nancial markets that are growing enable countries around the world to acquire the financial 
resources and abilities they need to thrive and grow. Until the mid-1980s, equity markets in 
developing nations were afflicted by the fundamental problems of bank-dominated emerging 
markets: a lack of equity capital, a lack of liquidity, a lack of international investors, and a 
lack of investor confidence in the stock market (Adebiyi, 2005).

	 The capital market is an integral component of financial markets that bring buyers 
and sellers together to trade stocks, bonds, currencies, and other financial assets. The capital 
market facilitates in buying and selling of stock and bonds. Fintech business concepts are 
growing all over the capital market, therefore, the horizon and spectrum of capital markets 
are transforming quickly in the domain of fintech. For instance, foreign exchange, trading 
and investing, risk management of securities and portfolio management, and financial re-
search. The fintech model of capital market support communication of stakeholders in the 
capital market, the purpose of communication is to update themselves on the recent events. 
Therefore, investor capability of investment approach and level of confidence has been im-
proved due to technological advancement. Moreover, in the developed and developing econ-
omies exchange of foreign currency is another significant aspect of the capital market which 
is quite possible and strengthened due to fintech (Baig et al., 2021).

	 Wang and Huang (2017) emphasized that China has become the top country in the 
world to transform its traditional business into a fintech Business.  Likewise, the capital 
market of China is also successfully growing through FinTech. Artificial intelligence, block-
chain, cloud technology and even robotic process have been implemented effectively in Chi-
na’s stock market. Therefore, the researchers of this study concluded that China is currently 
leading in the world due to a lot of achievements in the field of FinTech and transformation 
in China’s Capital Market.   

	 The capital market’s relevance stems from its ability to provide bank lending be-
tween the deficit and surplus sectors of the economy. The lack of such capacity prevents the 
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economy from investing and producing goods and services that are necessary for societal 
growth. As a result, funds could sit inert on one end while being sought on the other in the 
desire for socioeconomic development and advancement (Akingbohungbe, 1996). Primarily, 
the capital market is the backbone of any economy. Therefore, it is always required to fulfill 
the requirements of well-defined legislation and all compulsory requirements that are rigor-
ously regulated and adhered to by various institutions or investment firms (Adebiyi, 2005).

5.	 Challenges for Fintech Sector

	 FinTech is currently undergoing an extraordinary transformation. Innovative fintech 
solutions are posing a threat to a wide variety of traditional banking products from payments 
to financial advice. Many traditional banking services are being revolutionized by block-
chain technology, which provides improved transaction security and faster money transfers at 
cheaper prices both nationally and abroad. Fintech has the potential to transform the financial 
landscape completely in the upcoming years. Any of the disruptive innovations of FinTech 
will definite themselves as the market evolves. In this current study, after a comprehensive 
review of past literature, three significant challenges were mentioned for the policymakers, 
business consultants, decision-makers, future researchers and others, to make an appropriate 
decision after knowing the relevant challenges or explore new dimensions of research in 
the context of finTech. Interestingly, past literature highlighted that FinTech startups and 
traditional financial institutions are facing disruptive innovation issues  which are as follows: 
FinTech investment and customer management challenges, security and privacy challenges, 
risk management challenges.

5.1	 Fintech Investment and Customer Management Challenge

	 FinTech investment is to assess the value of the projects in an increasingly compet-
itive business environment. It is extremely challenging to select FinTech projects. Still, it is 
early to predict the best FinTech portfolio for the project that will give profitable and com-
petitive outcomes. The financial institutions choose to invest in the internal FinTech rather 
than the  FinTech startups. Financial institutions use collaboration investment with FinTech 
startups. FinTech startups get benefits from the financial institutions’ expertise in modeling 
and analysis. 

	 There are several FinTech investment challenges highlighted by past researchers. For 
instance, A higher level of participation of individual investors in the funding of new ventures 
may create trouble due to ignorance (Barbi & Mattioli, 2019). Likewise, Basole and Patel 
(2018) explained market consolidation trends and challenges through acquisitions and merg-
ers between investors, start-ups, and financial shareholders. Buchak et al. (2018) emphasized 
to rise of shadow banks due to FinTech, which would be a greater challenge for regulatory 
authorities. Faloon and Scherer (2017) also highlighted that Robo-advisors provide risky 
portfolios to individual investors based on an investment algorithm. 
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Moreover, there are similarities between investor motivation inequity and crowdfunding re-
wards (Ferreira & Pereira, 2018). However, it would be a challenge for authorities to focus on 
integrating services across various fintech categories (Basole & Patel, 2018). Primarily, the 
challenge is to focus on improving the consumer experience and fulfilling the expectations of 
the investment perspective (Basole & Patel, 2018).

	 Likewise, the customer management challenge is also a big challenge for FinTech, 
as many customers were used several FinTech services from multiple FinTech firms for their 
various needs e.g.,  Customers are using the Paypal platform for paying for their businesses 
online. However, a number of customers are using the stripe platform, etc. In such a way Fin-
Tech has to manage all the customer needs and manage them by providing the best possible 
services.

5.2	 Security and Privacy Challenge

	 FinTech has come to be a well-known term that explains innovative knowledge in 
the context of technologies that are implemented by financial institutions. This word FinTech 
also incorporates various characteristics of privacy and certain securities issues, for instance; 
threats, malevolent behavior, etc. (Gai et al., 2018). For secure FinTech, some of the best 
practices have now become Table talks. Advanced encryption standards (AES), triple data 
encryption (3DES) are the most powerful encryption algorithms that every FinTech platform 
is worth.

	 A well-designed architecture is needed for reliability, scalability as well as security. 
APIs must also be secured using methodologies such as authentication, authorization, en-
cryption and more to prevent attacks. Multi-factor authentication methods such as One-Time 
Password (OTP), transaction PINs, and IVR PINs rely on the knowledge, possession, or in-
herence of additional information to authenticate users, lowering the danger of passwords or 
PINs being stolen (Anugerah & Indriani, 2017). There are significant emerging practices that 
deal with security concerns artificial intelligence and machine learning are automating the 
process. Blockchain is another emerging technology and fastly becoming useful in FinTech. 
It is becoming famous for cryptocurrency and the execution of transactions. The application 
of artificial intelligence, machine learning, and Big Data in the field of fintech would not be 
separated from modern technology trends (Brownsword, 2019).

	 Moreover, security not only covers technology. However, it also deals with data re-
lated to Buyers/users being required to be protected by fintech.  For instance, leakage of 
important data, personal data protection as well as data access limits.  Consequently, strong 
laws for the security of personal data are required (Abubakar & Handayani, 2018). Likewise, 
the fintech startups would be able to get benefits from modern technology through quality 
software. FinTech’s updated software definitely would be helpful to integrate and restrain 
fraud (Wang et al., 2018).

54



Volume 24 Issue 1, April - June, 2022 Research

PAKISTAN BUSINESS REVIEW

5.3	 Risk Management Challenge

	 Financial modernization is a concept in which the stress on technical developments 
and their pace have increased dramatically. Fintech services that applied big data analytics, 
artificial intelligence, along with blockchain are being introduced at an extraordinary level. 
These latest technologies are renovating the financial structure, opening up a lot of new 
opportunities for individuals to gain the benefit of financial services. Solutions of FinTech 
notwithstanding their benefits, expose consumers to a variety of dangers that could be con-
sumerism and profitability. 

	 Any digital currency that is protected by cryptography is referred to be a cryptocur-
rency. For instance, “Bitcoin, Ethereum, Litecoin, Ripple, Dash, Peercoin, and Dogecoin” 
have been examples of popular cryptocurrencies (Todorof, 2019). “Secure by encryption” 
denotes the usage of encryption technology on the blockchain. Furthermore, because the 
blockchain is centralized among its users, it is not restricted by the government (Milian et 
al., 2019). However, blockchain includes flaws and openings that can be exploited, such as 
functioning outside of regulatory guidelines (Bello & Perez, 2019). Moreover, Blockchain 
possesses foursome benefits for instance, (1) Blockchain is spontaneously retrieved through 
operators who decide to seam the database; (2) Blockchain structure gives noticeable informs 
to each user (3) Blockchain must be restructured for each ledger on time through multipart 
procedures. Moreover, (4) it employs updated technology (Dimbean-Creta, 2017).

6.	 Conclusion 

	 All over the world, it is necessary to enhance the effectiveness of the fintech sector, 
establishing a framework regarding risk management. Which would be helpful to supervise 
innovations in the context of FinTech. However, it must be important to know the econom-
ical potential and never curbed for any reason. However, a framework should assist fintech 
and supervisors at the same time. Furthermore, technologies, for instance, big data analytics, 
AI, and Blockchain ledger may focus on risk management and the concerned budgets more 
competently. In particular, these technologies can enhance fraud revelation capability in peer-
to-peer lending, evaluate and examine risk in peer-to-peer lending, assess and monitor market 
risk and instability in financial markets, improve user/investor risk profile coordinated in 
Robo-advisory, detect prohibited activities in crypto markets, as well as money laundering, 
moreover, distinguish and highlight cyber risks and IT administrative risks.

	 Depending on the fintech expertise, the financial risk fluctuates. FinTech is a recent 
development, there are many challenges for FinTech and a lot of development is required in 
the social, technological, and managerial aspects of FinTech. This article is primarily written 
to explore the reality of FinTech and what is the current FinTech status along with its emer-
gence. In this study, FinTech Ecosystem was also discussed along with six different business
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models. Moreover, three modern challenges in this sector had been discussed to highlight the 
gaps for future researchers. 
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Abstract	

	 The usage of green products has increased dramatically in the recent decade. The 
compelling reason behind this behavioral change is the consumer understanding of climate 
change and its negative impact on the planet. However, firms’ engagement in greenwashing 
is causing a detrimental impact on this green cause, and it is leading customers to disbelieve 
the environmental claims of the firms. This study investigates the impact of firms’ greenwash-
ing practices on consumer green trust and green brand attachment. Moreover, it examines 
the intermediation factors of green perceived risk, green perceived value, green confusion, 
and green brand image. This study follows a quantitative research design and deductive 
approach. Data was collected from the home appliances consumers through an online and 
in-person survey questionnaire.  Respondents were contacted by using the non-probabili-
ty sampling technique and a sample of 330 valid responses was used to analyze the data. 
Confirmatory Factor Analysis was used to test the reliability of the variables and Structural 
Equation Modeling to test the nine hypotheses that were proposed in this study. The findings 
suggest that Greenwashing negatively affects Green Perceived Value (GPV) and GPV pos-
itively affects Green Trust (GT). GT showed a positive impact on Green Brand Attachment 
(GBA). Hence, it is proved that greenwashing may reduce the trust and Brand Attachment 
of the consumers with the green product. Greenwashing has a positive impact on Green 
Confusion and a negative impact on Green Brand Image. These findings augment the ex-
isting knowledge on the relationship between greenwashing and green brand attachment. It 
is suggested that if organizations want to increase consumers` green trust and green brand 
attachment, they must refrain from greenwashing. Green brand trust is a significant driver 
of the relationship-building process and organizations should strive to build it by furnishing 
real green values to the consumers, thus it will result in increasing the market share of the 
companies.
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1.	 Introduction

	 Nowadays industrial activities have amplified to the point that their negative effect 
on the natural environment is evident, causing society to pay higher attention to environmen-
tal issues and sustainability (Mahmood et al., 2020; Hameed et al., 2022). Carbon dioxide 
emission in the atmosphere is one of the major causes of global warming and by minimizing 
energy consumption the risk of global warming can be reduced (Tan et al., 2017). In view 
of this increasing pressure of environmental pollution and global warming, the global think-
tank emphasizes consumers reduce energy consumption and has also provided business en-
terprises an opportunity to adopt a “green” strategy (Uyar et al., 2020). 

	 A rapid hike has been observed in energy consumption in the past few decades and 
residential consumers are one of the substantial contributors (Waris & Hameed, 2020). In Pa-
kistan, almost 85% of total energy consumption is consumed by households (Ali et al., 2019). 
It is believed that consumers’ current energy consumption patterns need to be revisited and 
sensible use of energy is required, whether by adopting collaborative consumption (Butt et 
al., 2021) or by using energy-efficient home appliances. Air conditioners, washing machines, 
bulbs, iron, microwave oven, refrigerator, televisions, and other home appliances contribute 
hugely to greenhouse gas emissions (Hua & Wang, 2019). The exponential increase in energy 
consumption is due to the heavy purchase of appliances by the growing middle-class (State 
bank of Pakistan, 2018). The use of energy-efficient appliances may help to reduce the energy 
consumption of energy and carbon emissions in the environment (Waris & Hameed, 2021).

	 This scenario encourages the organizations to manufacture sustainable products to 
help the environment but some organizations deceive consumers by providing misleading 
claims about their environmental practices (Butt et al., 2021). Hence, the organizations that 
do not have enough competencies to undertake green marketing strategies, end up making 
false claims about their products to gain prospective benefits, without bearing any expenses. 
Thus, many organizations exhibit themselves as green firms in spite of not being green (Siano 
et al., 2017), by involving them in greenwashing practices. According to Halverson (2018), 
greenwashing is an approach where firms promote the green features of their products and 
mislead consumers by making false claims to attract them (Hameed et al., 2021). 
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	 Nowadays greenwashing is becoming a common practice, which is increasing skep-
ticism in consumers towards organizations that take benefit from the green trend (Nguyen et 
al., 2019). This skepticism questions the reliability of firms’ green marketing claims, which 
gives rise to confusion among the consumers, as they are uncertain about the claim’s authen-
ticity. This uncertainty leads to a negative interpretation of the product by the consumers 
(Wood, 2015). The lack of trust in environmental claims generates a higher risk in buying 
decisions which result in more uncertainty (Lin & Niu, 2018). Greenwashing does not impact 
consumers’ confusion and uncertainty only but may also trigger a sense of danger among 
consumers, precipitating green perceived risk which has a negative impact on organizational 
credibility (Tarabieh, 2021). 

	 This suggests that green perceived risk influences consumers’ evaluation process 
toward green products or services (Wang, 2017), when the product falls short of meeting the 
required standard, consumers appraise it negatively resulting decline in product perceived 
value (Syarifuddin & Alamsyah, 2017). It has been observed that when consumers perceived 
a brand as being involved in greenwashing practices, the consumer’s doubt about the firm’s 
products is increased which ultimately hurts the green image of the firm (Butt et al., 2021; 
Chen et al., 2020), resulting decrease in consumers green brand trust (More, 2019).

	 It has been reported that consumers show a positive attitude towards trusted brands, 
showing higher commitment to that brand (Yang & Zhao, 2019). Green Brand Attachment is 
defined as an emotional bond as reflected in the consumers’ feelings of passion, affection, and 
connection with the eco-friendly attributes of the brand (Hussain & Waheed, 2016). Consum-
er brand attachment has been found positively related to an individual’s purchase intention of 
the product (Kamiya et al., 2018). However, when consumers are unable to establish a long-
term relationship with firms due to greenwashing activities of the firms, it leads to a decrease 
in consumers’ brand attachment. Consequently, all environmental efforts made by the firms 
would not be trusted by consumers, and the dream of moving towards sustainability would 
be collapsed (Chen et al., 2020).

	 A lot of studies have been conducted to study the household consumer’s energy con-
sumption pattern in developed economies such as China (Li et al., 2019), Malaysia (Tan et 
al., 2017), Germany (Mills & Schleich, 2013), the UK (Pothitou et al., 2016). Whereas in 
developing countries, research on household energy-saving behavior is limited. It is expected 
that electricity demand would rise by 30% by 2040 (International Energy Agency, 2017). In 
Pakistan, to the best of our knowledge, no quantitative research work has been done which 
examines the relationship between greenwashing, green trust, and green brand attachment 
incorporating the roles of green perceived values, green confusion, green perceived risk, and 
green brand image. Nearly the majority of the past research has been conducted in western 
countries and therefore this study is an effort to partly fill this gap. 
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	 The objective of this study is to understand how greenwashing practices are detonat-
ing the green cause and this study would help the marketers, firms, consumers, and policy-
makers to understand this. It is expected that this study would facilitate people understand-
ing that greenwashing has a higher societal cost than other deceptive marketing practices. 
Greenwashing not only affects consumers/firms but also harms the overall environment and 
eventually threatens the progress towards a greener marketplace.  

	 The next section of the paper presents the literature review and conceptual frame-
work proposed in this study. The third section presents the methodology adopted followed by 
statistical analysis. The paper then progresses through the discussion of the findings, implica-
tions, limitations, and conclusion.

2.	 Literature Review

2.1 	 Green Marketing and Greenwashing

	 Currently, firms are paying more attention to environmental sustainability on the 
global landscape. Therefore, the promotion of brand green features has become a common 
element in advertising messages (Chang, 2011). Green marketing is defined as the efforts of 
a firm to allotting, endorsing, and designing products that will not harm the environment by 
any means (Butt, 2017; Sarkar, 2012). Green messages should be precise, exact, and clear. 
However, many advertising claims to mention brand green features are vague and deceiving, 
leading toward greenwashing. Greenwashing is an approach where firms try to develop a pos-
itive public image by making false environmental claims (Butt et al., 2021; Urbański, 2020). 
This indicates that the products or services of an organization may be perceived as green and 
sustainable products, although they are actually not. Greenwashing can also be defined as 
making misleading claims about the environmentally friendly characteristic of the products/
services to hide their damaging material to the environment (Topal et al., 2021). Recent liter-
ature on greenwashing suggests that it does not only affect the economic performance nega-
tively and distort the repute of organizations but also negatively impacts consumers and soci-
ety at large (Szabo & Webster, 2021). Since most organizations are unable to clarify how their 
products/services serve environmental sustainability, they are likely to be looked upon with 
mistrust and suspicion (Nguyen et al., 2019). According to Cone Communications (2012), 
nearly 44% of consumers do not trust green claims made by the organizations, and 77% are 
even willing to boycott the organizations that make green claims. Additionally, consumers’ 
perceptions of greenwashing have a negative impact on green purchase intentions and WOM 
(Zhang et al., 2018) and therefore, the consequences of greenwashing are precarious. Hence, 
greenwashing is eroding the customers’ trust in green marketing and possibly would damage 
the overall green cause (Nyilasy et al., 2014). 
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2.2 	 Greenwashing and Green Trust

	 Greenwashing is an obstacle to green marketing strategies because it has the ca-
pacity to make people doubtful about green products (Chen & Chang, 2013). Furthermore, 
suspicion and uncertainty often arise from a firm’s greenwashing practices (Self et al., 2010). 
The marketers’ and manufacturers’ efforts toward sustainability will get hampered due to 
the distrust of the consumers (Gillespie, 2008). According to Chen (2010) Green Trust (GT) 
is a consumer’s willingness to depend on a product, service, or brand based on the belief or 
expectation resulting from its reliability, and capability regarding its environmental perfor-
mance. Trust is a belief that can be damaged when a consumer notices that all advertising 
messages are similar or that they have purchased deceitful products mistakenly (Marquis et 
al., 2016). If the brand fulfills the expectation and is committed to protecting the environ-
ment, trust can be secure from their consumers, as it will make them more inclined towards 
buying that brand (Sharma & Paudel, 2018; Amin & Tarun, 2020). Studies have shown that 
increased green trust of consumers leads to higher customer loyalty and green purchase inten-
tion (Martínez, 2015; Badar et al., 2021). Hence, consumer trust is an essential determinant 
of long-term consumer behavior (Alshura & Zabadi, 2016).

2.3 	 Green Perceived Value

	 Green Perceived Value (GPV) is the consumers’ appraisal of the benefits of a prod-
uct/service concerning what is received and what is given based on the consumer’s ecological 
desires, sustainable expectations, and green needs (Chen & Chang, 2012). Consumers evalu-
ate a firm’s ethical commitment to environmental, social, and ethical issues when developing 
a perception of a firm and its products (Lin & Niu, 2018). When relevant and accurate infor-
mation is provided to the consumers, this perceived green transparency increases the brand’s 
green perceived value. In a study, Chen (2013) revealed that GPV is directly correlated with 
positive WOM and loyalty. Greenwashing dampens consumers’ confidence in green brands 
and lowers the brand’s green perceived value (Caruana et al., 2016; Lin & Niu, 2018). There-
fore, it is argued that greenwashing negatively influences the brand green perceived value 
and proposes the following hypothesis:

H1: Greenwashing has a negative impact on brand Green Perceived Value.

	 Perceived value has a strong influence on customer trust (Kim et al., 2008) and in 
a study, Chen and Chang (2012) reported that green perceived value facilitates consumer’s 
green trust in the product. A positive relationship has been found between green perceived 
value and green trust, as the higher perceived value would lead to higher consumer confi-
dence in the product (Eid, 2011). Thus, this study argues that green perceived value would 
positively affect green trust and proposes the following hypothesis: 
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H2: Green perceived value has a positive impact on green trust.

2.4 	 Green Confusion

	 Turnbull et al. (2000) defined Green Consumer Confusion (GCC) as ‘‘consumer fail-
ure to develop a correct understanding of environmental features of a product or service 
during the information processing system”. In a study, consumers showed their concern that 
sometimes they are deceived by firms by not fulfilling their green claims (Chen et al., 2020). 
The more consumers try to process information, the greater the chance that they are over-
loaded with information creating confusion in consumers’ minds about green claims (Lyon & 
Maxwell, 2011). Green confusion has been found to have a positive correlation with dissatis-
faction (Moon et al., 2018). Consumers are overloaded with misleading information through 
greenwashing, making it more difficult for consumers to evaluate products (Chen & Chang, 
2013). This study proposes that greenwash would positively affect consumer green confusion 
and the following hypothesis is proposed.

H3: Greenwashing has a positive impact on Green Confusion

	 Green trust favorably affects the green claims (Hameed et al., 2018). The consumers’ 
failure to develop an accurate understanding of the product’s ecological features creates con-
fusion. When consumers feel confused about a product, they delay their purchasing decisions 
and do not really trust the firm (Tarabieh, 2021). Confused consumers are more cautious 
about the industries that display ambiguous and inconsistent details about the green product 
(Kac et al., 2016). In a study, Chen and Chang (2013) stated that greenwashing promotes 
consumer confusion, which results in lower consumer green trust regarding a firm’s environ-
mental claims. Similarly, another study found that green confusion has a positive correlation 
with distrust (Moon et al., 2018). This study, therefore, provides the following hypothesis:

H4: Green Confusion has a negative impact on green trust

2.5 	 Green Perceived Risk

	 According to Chen and Chang (2013) Green, Perceived Risk (GPR) is defined as 
the expectation of negative environmental consequences associated with purchase behavior. 
Consumers perceive products as riskier when they have better knowledge of uncertainty or 
undesirable consequences associated with the brand, which results in lower purchase inten-
tion (Mwencha et al., 2014). When consumers have no trust in a firm’s green claims, they 
perceive a higher risk in its environmental performance (Szabo & Webster, 2021). Green 
perceived risk has been classified as a major barrier to buying green electronics products 
(Chen & Chang, 2013). Earlier research indicated a positive relationship between greenwash 
and green perceived risk (Chang & Chen, 2008; Dhewi et al., 2018). When the reliability of 
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green claims is not ascertained by consumers, greenwashing would create a higher consumer 
perceived risk for environmental claims (Gillespie, 2008). Thus, this study argues that gre-
enwash would positively affect green perceived risk and proposes the following hypothesis:

H5: Greenwashing has a positive impact on green perceived risk

	 Green Perceived Risk (GPR) is influenced by ambiguity and undesirable conse-
quences of a product. It has been identified that consumers’ trust level in a product can be 
influenced by green perceived risk (Rahardjo, 2015). Green Trust (GT) of the consumer in 
connection to the environment means the reliability, trustworthiness and standard perfor-
mance of the product (Hameed & Waris, 2018). Consumers would not trust the product or 
brand if they feel that there is a risk involved in using it. In a study, it was stated that an in-
crease in consumer trust is usually followed by a decrease in perceived risk (Zulfanizy & Wa-
hyono, 2019). As consumer perception of greenwashing increases, it creates uncertainty in 
consumer’s minds, which leads to an increase in green perceived risk, thus decreasing green 
trust (Kinnuenen, 2020). Hence, this study argues that green perceived risk would negatively 
affect green trust and proposes the following hypothesis:

H6: Green Perceived Risk has a negative impact on Green Trust

2.6 	 Green Brand Image 

	 According to Deniz and Onder (2017), Green Brand Image (GBI) involves symbolic 
meanings related to specific features of the brand and is defined as a picture of a brand in 
the consumer’s mind that is linked to an offering. A strong brand image creates a healthier 
brand message and a product with a greater brand image is likely related to better quality and 
higher values (Chen et al., 2017). The green brand image of a product facilitates consumers 
to express their self-identities and further influences one’s brand attitude (Jeong et al., 2014), 
purchasing frequency, and brand loyalty (Lin & Niu, 2018). Consumers tend to perceive the 
higher quality and a positive green brand image of a firm when it claims to offer eco-friendly 
products (Nagar, 2015). The green brand image becomes increasingly important, especially 
in an environment where consumers develop skeptical attitudes towards green products or 
services due to greenwash problems and the resultant negative green image (Huang et al., 
2014). A study conducted by Chen et al. (2020) indicates that greenwashing is negatively 
related to the green image. Moreover, greenwashing was also found to negatively impact on 
green brand image of electronic products (Chen et al., 2016). Thus, this study argues that gre-
enwash would negatively affect green brand image and proposes the following hypothesis:

H7: Greenwashing has a negative impact on green brand image 
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	 Green Brand Image (GBI) has a direct relationship with consumers’ purchase inten-
tion. Consumers who showed higher purchase intention were found to have a positive brand 
image, resulting in higher brand trust (More, 2019). In addition, green brand image has a 
positive effect on consumer trust because it can diminish the risk perceived by consumers 
and simultaneously increase the likelihood of purchasing the product (Deniz & Onder, 2017). 
According to the argument above, as the green brand image increases, the credibility of the 
product regarding its environmental performance also increases (Bashir et al., 2020). A study 
conducted by Chen (2010) found that green brand image and green trust are positively related 
and therefore investing resources to increase green brand image is helpful to enhance green 
trust. Similar findings were also reported by Ha (2020) and Wu and Liu (2022). 

H8: Green brand image has a positive impact on green trust.

2.7 	 Green Brand Attachment

	 According to Malar et al. (2011) Green Brand Attachment (GBA) is defined as an 
emotional bond reflected in the consumers feeling of passion, affection, and connection with 
the environmentally friendly functions and attributes of the brand. The more a consumer 
is concerned about the sustainability of the environment, the stronger will be the feelings. 
Strong feelings of connection persuade a consumer to maintain proximity with the brand 
and make the attachment stronger (Hussain & Waheed, 2016). GBA is directly related to 
green trust; as the consumers develop strong attachments to the brand when they believe it 
can be relied upon to constantly provide its services (Yang & Zhao, 2019). Trust entails that 
consumers are highly likely to assess the item favorably. A study conducted by Kang et al. 
(2017) indicated that trust has been found to be a determinant of strong brand attachment 
in the hospitality industry. Hence, this study argues that green trust would positively affect 
green brand attachment and proposes the following hypothesis:

H9: Green Trust has a positive impact on Green Brand Attachment

Figure 1: Hypothesized Model
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3.	 Methodology

3.1	 Sample design & Participants

	 This study is quantitative in nature following a deductive approach with an objective 
to examine the factors having an impact on consumers’ green brand attachment. The research 
concentrated on Pakistani consumers who have a purchasing history or prospective buyers 
of green home appliances. Since there was no available access to a sampling framework or 
records to select individuals randomly, therefore the data was collected by using a non-prob-
ability-based convenient sampling technique. The respondents of the study were urban con-
sumers as because of their exposure and education these consumers can respond easily to the 
survey (Prakash & Pathak, 2017; Taufique & Vaithianathan, 2018). 

	 The data was collected through structured questionnaires and the respondents were 
approached through different online platforms, i.e, SMS, WhatsApp, social interactive 
groups, and websites. A total of 600 surveys were circulated and after multiple reminders, 
365 responses were received, showing approx. 61% response rate. After screening the data 
set, 330 valid responses were used for further analysis.  

	 The questionnaire was divided into two parts. The first part considered demographic 
variables including gender, age, educational level, income level, and marital status while the 
second part consisted of questions about the constructs in the proposed model. 

Table 1
Demographic details of the participants

Source: Data Analysis of this Study
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	 In data, 53.3% of respondents were male, while 46.7% were female. Almost 75% of 
respondents were aged between 18 to 35 years. Individuals holding bachelor’s or master’s 
degrees participated with the highest frequency. Almost half of the respondents were earning 
between Rs. 50K/month to 100K/month as mentioned in Table 1.

3.2 	 Measures

	 An instrument was developed by adopting items from previous measurement scales. 
The items of all seven constructs were assessed by a Likert scale of seven points ranging 
from ‘strongly disagree’ to ‘strongly agree’.  GW was measured using Chen and Chang 
(2013) scale, having 5 items. GPR and GPV were measured through Chen and Chang (2012) 
scale having 5 items for both constructs. Chen and Chang (2010) five items scales were used 
to measure GT and GBI, while GC was measured by five items were adapted from Aji and 
Sutikno (2015). Four items from Park et al. (2010) and Thomson et al. (2005) were used to 
measure green brand attachment. 

3.3 	 Method of Analysis

	 A dual-step procedure was carried out to analyze the data (Anderson & Gerbing, 
1988). Confirmatory Factor Analysis (CFA) was applied in the preliminary phase to test the 
reliability of the hypothesized variables. The second step involved the application of Struc-
tural Equation Modeling (SEM) to test the hypotheses using Amos 21.  

4.	 Results

4.1 	 Measurement model

	 The data was run on AMOS - 23 to employee structural equation modeling technique 
(SEM). Initially, the data was used to develop a CFA model to report the factor loading of all 
the constructs used in the study and check the model fitness. The model fitness was checked 
by using different indices; the values are χ2; CMIN/df=2.868; p< .000; CFI=.909; TLI=.901; 
RMSEA=.075. According to Hu and Bentler (1999) criteria, all the values showed that the 
model fit is good and well above the accepted values. Items showing factor loading < 0.5 
were removed to ensure the internal reliability of the indicators as indicated by Bagozzi and 
Yi (1991). 
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Note: GWS=green washing, GPVL=green perceived value, GCF=green confusion, GPRK=green perceived risk, 
GBIM=green brand image, GTR=green trust, GBAT=green brand attachment 

	 The validity of the constructs was checked by composite reliability (CR) and average 
variance extract (AVE) values. All CR coefficients were from 0.87 to 0.94 greater than 0.7, 
as recommended by Hair et al. (2010). To evaluate the convergent validity of all latent con-
structs AVE values were calculated and all the values were found greater than the suggested 
cutoff value of 0.5 (Hair et al., 2010).  Moreover, the overall reliability of the construct was 
confirmed through Cronbach’s Alpha (α), where all the constructs exhibited coefficient val-
ues greater than 0.7, showing an excellent level of reliability (Nunnally, 1978). All the results 
for CR, α, and AVE are shown in Table 2. 

Table 2
Internal reliability and Convergent validity
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Table 3
Discriminant validity (Fornell & Larcker,1981)

Note: GWS=green washing, GPVL=green perceived value, GCF=green confusion, GPRK=green perceived risk, 
GBIM=green brand image, GTR=green trust, GBAT=green brand attachment 

	 After ascertaining internal consistency/reliability and convergent validity, the next 
step was to measure discriminant validity. The discriminant validity was measured using For-
nell and Larcker (1981) criterion. Correlation among the construct was less than the square 
root of Construct AVE value as shown in Table 3, displaying high discriminant validity.

4.2 	 Structural Model: Hypothesis testing

	 Later, hypotheses were checked by running the structural model with 2000 bootstrap 
(Hair et al., 2012). The results of all nine hypotheses are summarized in Table 4. The findings 
suggest that all the hypotheses were accepted, except H7. The first hypothesis, greenwashing 
has a negative impact on green perceived value has been accepted (β= -.296; P<.05) and is 
consistent with previous research (Syarifuddin & Alamsyah, 2017; Caruana et al., 2016). 
This suggests that the use of deceptive marketing techniques will substantially decrease the 
green perceived value by the consumers resulting in lower purchase probability. Therefore, 
when a consumer doubts a firm is involved in greenwashing, he starts not believing the envi-
ronmental claims of a brand resulting low perceived value of that brand. 

	 It was found that the second hypothesis of the study stating that greenwashing has 
a positive impact on green perceived risk has been accepted (β= .387; P<.05) and concurs 
with the findings of Chen and Chang (2013) and Kinnunen (2020). This implies that when-
ever consumers perceive any firm involved in greenwashing practices, they become doubtful 
about the product’s green attributes and experience higher green perceived risk. The next 
hypothesis that greenwashing has a positive impact on green confusion has been accepted 
(β= .646; P<.05). Literature also provides support for this finding (Kinnunen, 2020; Polonsky 
et al., 2010). This suggests that if a firm greenwashes about any green attribute, it creates 
confusion in consumers’ minds about all the green claims of the firm. This makes it difficult 
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for the consumers to evaluate the actual greenness of the product. The fourth hypothesis that 
greenwashing has a negative impact on the green brand image has been accepted (β= -.141; 
P<.05), validating the findings of Chen et al. (2020) and More (2019). This infers that firm 
involvement in greenwashing practices damages the firm’s green brand image and creates 
doubt about the firm’s green marketing activities.

	 The fifth hypothesis that green perceived risk has a negative impact on green trust 
has been accepted (β= -.099; P<.05), supporting the previous findings (Chen & Chang, 2012; 
Gilliespie, 2008). This advocates that as consumers perceived higher green risk about a brand, 
they believe that the product offered to them might not have the expected environmental ben-
efits. Therefore, consumers are unwilling to rely on the firm, showing lower trust in firm’s 
product. The sixth hypothesis that green perceived value has a positive impact on green trust 
has been accepted (β= .540; P<.05) and concurs with the findings of previous studies (Chen, 
2013; Lam et al., 2016). This concludes that when the consumer perceives a specific product 
with a higher green value, they will tend to trust the product’s environmental attributes. The 
seventh hypothesis that green confusion has a negative impact on green trust has been re-
jected (β= .047; P>.05) and the relationship was found insignificant. It can be concluded that 
the green confusion of the consumer has no significant impact on green trust. The findings 
of the research are contrary to previous research findings of Avcilar and Demirgunes (2017), 
acknowledging the impact of consumers’ green confusion on green trust. It gives an insight 
that in Pakistan’s context even if the consumer is confused about the green attributes of the 
product, other factors would not let the consumer have a trust deficit in the brand. 

Table 4
SEM estimations & test of hypotheses

Note: GWS=green washing, GPVL=green perceived value, GCF=green confusion, GPRK=green perceived risk, 
GBIM=green brand image, GTR=green trust, GBAT=green brand attachment 
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	 The eight hypotheses that green brand image has a positive impact on green trust 
have been accepted (β= .302; P<.05) confirming the findings of Shah et al. (2012) and Wu et 
al. (2011). This suggests that the brand having a higher green image would be trusted easily, 
resulting in higher sales for a brand.

	 `The ninth hypothesis that green trust has a positive impact on green brand attach-
ment has been accepted (β= 1.061; P<.05). Prior literature supports this finding (Yang  & 
Zhao, 2019; Alex & Joseph, 2012). It proposes that when a brand is trusted by consumers, a 
positive attitude is exhibited towards that brand, showing higher attachment to the brand.

Figure 2: AMOS output

5.	 Discussions & Conclusion

	 Environmental degradation has been extensively debated by academics and practi-
tioners; including their solutions in the form of green products. It is a very hot issue of this 
era and it can only be addressed by reducing energy consumption and producing recyclable 
products. In this regard, the aim of this study was to examine the consequences of green-
washing on green brand attachment. Previous research has reported that greenwashing has a 
negative impact on consumer green trust (Sharma & Paudel, 2018; Amin & Tarun, 2020) and 
green brand attachment (Hussain & Waheed, 2016) validating the findings of this research. 

75



Volume 24 Issue 1, April - June, 2022

PAKISTAN BUSINESS REVIEW

Research

In today’s world, where consumers are showing higher environmental concerns, they are also 
concerned about the green products’ reliability, durability, and performance. In a competitive 
market, firms are trying to win higher market share and they are sometimes taking the help 
of greenwashing activities. The firm’s indulgence in greenwashing activities is eliminating 
the consumer’s green trust through higher green perceived risk and green confusion. It also 
diminishes the brand’s green perceived value and green image.

	 It is derived from the study that in relationship building with customers, green brand 
trust is a most substantial driver. This indicates that green brand trust positively influences 
consumer-brand relationships and accentuates the need of adopting green marketing prac-
tices. It has been found that lower green perceived risk helps to create consumers’ trust in 
environmentally friendly brands (Rahardjo, 2015; Zulfanizy & Wahyono, 2019). Similarly, 
higher green brand value and green brand image increase consumers’ trust (Wu & Liu, 2022; 
More, 2019) and that leads to green brand attachment (Yang & Zhao, 2019; Kang et al., 2017) 
consistent with the findings of this research. 

	 This emphasizes the organizations to put their efforts to produce environmentally 
friendly brands to establish strong and long-term relations with consumers. Additionally, the 
present research has also found that consumers consider green brands as a necessary part of 
their lives. It helps them feel important by owning eco-friendly brands in this era of envi-
ronmentalism. This highlights the environmental consciousness of consumers and urges the 
governments and environmental protection agencies to persuade manufacturers toward green 
marketing practices. The green brand image helps to retain loyal consumers as the findings 
suggest that green brand image is significantly associated with green brand trust and ultimate-
ly green brand attachment. This indicates that a considerable level of green brand image and 
its proper positioning is necessary for the organizations to establish stronger and long-term 
relationships with consumers.

5.1 	 Implications

	 The findings of the present research work would help the marketing professionals/or-
ganizations to improve green brand value and green brand image and build long-lasting rela-
tionships with environmentally conscious consumers. All the relationship-building processes 
discussed above may produce consumption patterns that can benefit the ecology of our planet 
and may lead toward environmental sustainability. It can be resolved by lowering green per-
ceived risk and increasing the perceived value and image of the product; this will increase 
the use of green brands and it can play a substantial role to establish green brand attachment. 
Developed countries have framed different regulations to control the veils of greenwashing. 
Now it is essential for developing economies to make laws to stop firms from greenwashing. 
It is suggested that firms providing misleading pro-environmental claims must be punished.
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	 Sometimes green color is used in logos to deceive the customers to create an en-
vironmental-friendly image, and it must be discouraged.It is needed to differentiate prod-
ucts according to their environmental performance. Brand environmental performance can 
be judged by green audits. The regulatory authorities, NGOs, and environmental activists 
should step forward to encounter the threat of greenwashing, otherwise, it would cause huge 
damage to the green cause.  Due to firms’ lack of commitment, several companies have been 
exposed to the general public, making false claims about product environmental features. It 
has made the consumers cynical about the overall green cause generally and that particular 
firm’s commitment particularly. So it is highly recommended to firms that they should opt for 
greenwashing as their promotional strategy as it would definitely hurt them in the long run.

5.2 	 Limitations & Future Research

	 This research comes with some limitations, firstly it focused only on green electronic 
products/brands, and so future researchers may consider other types of products. Secondly, 
the data was collected from Pakistani consumers only and in the future scholars can involve 
participants from other geographical regions. Thirdly, it was a cross-sectional study and could 
not observe the dynamic changes through longitudinal data.

Conflict of interest: The authors do not have any conflict of interest.
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1.	 Introduction

	 The acquisition of new customers may not be more profitable than retaining existing 
customers (Chiu et al., 2012). This shows that it is imperative to obtain very loyal custom-
ers. The love for brands helps to attain the existing customers. In this regard, scholars have 
posited that the emotional relationship between brand and consumer is of great significance 
(Carroll & Ahuvia, 2006; Keller, 2008). Ahuvia (1993) conceptualized customer love for a 
brand and found that customers developed love for the brands. Extant literature reveals that 
brand love for luxury brands is a more common phenomenon (Kapferer & Laurent, 2016; 
Mundel et al., 2017). The studies found the connection between conventional luxury goods 
and conspicuous consumption and argued that the higher class could portray their well-being, 
standard, and esteem (Fionda & Moore, 2009; Kumar & Paul, 2018). Giovannini et al. (2015) 
found that millennials are usually full of enthusiasm and gospel for their favorite brands. 
Moreover, they pay more attention to emotional value than budget-conscious baby boomers 
because most baby boomers make money (Kumar & Lim, 2008). In this way, millennials 
may also be affected by a different image of luxury brands from baby boomers, especially 
when looking for luxury brands when researching or buying new luxury brands.

	 Love is a concept we hear about often in our lives. Recently, the word “love” has 
been used to describe profound connections individuals have with products and brands, as 
well as feelings they have. Brand love is a deep emotional connection between the customer 
and the product consumed, similar to interpersonal love in human relationships (Nawaz et 
al., 2020). Brand love is derived from consumer behavior’s emotional and affection theories. 
It revolves around the impact of customer emotions on Consumer brand relationships. Brand 
love is an intense emotional connection characterized by a strong positive brand impact, 
increased brand stimulation, and a brand’s inclination to dominate customers’ cognition (Ha-
meed et al., 2021; Cho & Hwang, 2020; Patwardhan & Balasubramanian, 2011). 

	 Millennials, or Generation Y, are one of the most discussed generations in busi-
ness today. Millennials are one of the fastest increasing demographics of luxury consumers 
Nonetheless, this demographic is forward-thinking and eager to acquire fashionable products 
(Bucuta, 2015). Studying factors associated with smartphone and clothing brands in terms 
of loyalty in the Generation Y sector seems empirically essential. Millennials have higher 
spending power in luxury consumption than baby boomers and are more demanding because 
they have sufficient technical talent. In addition, they are a well-educated and well-cultured 
generation, enduring and broad-minded to the non-identical way of life (Noble, 2009). They 
are also growing up economically and socially insecure, leaving them feeling deluded, righ-
teous, and suspicious (Hennigs et al., 2012). 
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	 Generation Y is more enthusiastic about the brands they prefer and emphasizes fi-
nancial value since they mainly demand value for their money (Rodrigues & Rodrigues, 
2019). When it comes to neo-luxury brands, various generations seek distinct meanings in 
luxury when they buy or search for them. It is necessary to analyze the brand image and its 
influence on consumers’ brand connections and how these relationships are developed and 
maintained. Integrating existing generational theories regarding neo-luxury notions may help 
create a better picture of what is happening (Rodrigues & Rodrigues, 2019).

	 Therefore, understanding millennial perception regarding the luxury category’s 
brand sensorial and emotional factors is essential to attract new customers and retain loyal 
customers. Many studies indicated that brand love leads to brand loyalty. Recently, Song et 
al. (2019) study suggests that brand love positively relates to brand loyalty. Further, some 
studies indicated that brand love leads to purchase intention, word-of-mouth, brand loyalty, 
and customer engagement (Rodrigues & Rodrigues, 2019; Bairrada et al., 2018; Albert & 
Merunka, 2013). Previous studies also highlighted that customers’ brand loyalty translates 
into behavioral loyalty such as purchase intention, words of mouth, and commitment (Coel-
ho et al., 2019; Karjaluoto et al., 2016; Maisam & Mahsa, 2016; Manzoor & Shaikh, 2016; 
Ismail & Melewar, 2015). This study enriches the brand literature by studying the vital role 
of consumer love for new luxury brands in Pakistan. To the authors’ best knowledge, prior 
studies have not comprehensively analyzed brand image dimensions concerning behavioral 
loyalty. The currents study has the following broad objectives:

1.	 To determine the influence of dimensions of luxury brand image, mystery, sensuality 
and intimacy on luxury brand love.

2.	 To examine the impact of brand love on luxury purchase intention.
3.	 To examine the impact of brand love on positive word of mouth.
4.	 To examine the impact of brand love on brand loyalty.
5.	 To examine the impact of brand love on brand commitment.

	 Therefore, this research investigates the importance of different brand image dimen-
sions such as Intimacy, Sensuality, and Mystery and their impact on brand love. Researchers 
also highlighted that the customer-brand love relationship strengthens if they repeatedly pur-
chase the same brand (Singh et al., 2021). Therefore, understanding the effects of brand love 
on behavioral dimensions of brand loyalty and brand commitment in luxury brands would 
provide new insights to marketers. In this way, marketers would be better positioned to make 
strategies that retain the existing customers and increase the market share through expansion. 
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2.	 Literature Review

2.1	 Consumer-Brand Relationship Theory    

	 Building a solid customer base is essential to excel and achieve the targets (Fourni-
er, 1998; Sreejesh & Roy, 2015). Fournier’s (1998) theory defines that customers create an 
imaginary human relationship with the brand. Researchers argued that consistent relation-
ships with the brand help build and maintain customer-brand solid relationships (Chaudhuri 
& Holbrook, 2001). Others indicated that the functional and emotional value of the brand 
retains a durable connection between consumers and the brand that eventually translates into 
brand loyalty (Chaudhuri & Holbrook, 2001). To maintain a competitive edge in the markets, 
brands create long-term and expressive relationships with consumers (Fournier, 1998; Waris 
et al., 2021). Past research has shown that shoppers’ personal brand with social features due 
to direct and indirect contact (Sung & Kim, 2010). 

	 The notion of brand love relates to a consumer’s emotional attachment to a brand and 
is based on interpersonal relationships theory (Sternberg, 1986). Recent studies in fashion 
luxury brands indicated the importance of the consumer-brand relationship (Rodrigues et al., 
2018; Cho & Fiore, 2015). To determine the customer-brand relationship in the context of 
neo luxury brands in Pakistan, this study evaluates the impact of brand image on brand love 
and the behavioral loyalty of customers. The brand image consists of three dimensions: Mys-
tery, Sensuality, and Intimacy. The behavioral dimensions of belief are purchase intention, 
words of mouth, loyalty, and commitment. Prior studies have not studied the antecedents and 
outcomes of brand love in the context of developing markets. This study would comprehen-
sively understand the customers’ brand love relationship. 

2.2 	 Brand Image Dimensions

	 Brand image is a perception of the brand held by consumers in their minds (Keller, 
1993). Similarly, Aaker (1997) stated that “a brand image consists of a series of relations 
usually prepared in a meaningful way.” Other researchers insisted on consumers’ perception 
of the results of communication with the brands (Dobni & Zinkhan, 1990). The factors that 
contribute to the advancement of “brand image” include: “product-attributes”, “Finnish-lan-
guage”, “marketing-mix”, “personal-perception” of a brand, “personal-values”, “experi-
ence”, forms of “brand-users” and “environmental-variables”. Cho and Fiore (2015) broaden 
the concept of brand image in the context of fashion-related products and develop an overall 
brand measurement, which includes emotional “intimacy, “cognitive “mystery,” and sensory 
“sensuality” emotional associations, which are important for creating obsessive connections 
between consumers’ Intangible components and brands. This new scale captures the senso-
ry dimensions of the brand for the first time and highlights the part of sensory prompts in 
shaping the feeling and thinking of fashion-related products and services. Ismail and Spinelli 
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(2012) highlighted the importance of positive brand image in fashion-related product cat-
egories. The literature depicts that brand image components have a vital role in customers’ 
love for the brand. Therefore, we infer that the components of the brand image positively 
influence brand love. Thus, we hypothesize the following hypotheses:

H1: Mystery will positively influence brand love.
H2: Sensuality will positively influence brand love. 
H3: Intimacy will positively influence brand love.

2.3 	 Brand Love

	 Brand love is “the degree of passionate, emotional attachment a satisfied consumer 
has for a particular trade name” (Carroll & Ahuvia, 2006). BL refers to the extreme pas-
sion of customers towards the brand that leads to purchase intention. As Ajzen and Fishbein 
(1975) defined, purchase intention is the immediate antecedent of behavior. Several studies 
indicated that satisfied customers have strong emotions for the brands that lead to the willing-
ness to purchase of brand (Eagly & Chaiken, 1993; Grewal et al., 1998). Researchers posited 
that brand functions and social concepts affect the overall idea of luxury brands, which will 
generate purchase intentions (Hennigs et al., 2012). A previous study indicated that custom-
ers’ love for the brand affects the purchase intention of new luxury brands (Rodrigues & Ro-
drigues, 2019).  Shin et al. (2017) revealed in a recent study that Generation Y at the college 
level are heavily motivated by social concerns and may utilize luxury brands to indicate their 
social influence provided the brands meet both their internally and externally driven needs 
(Truong et al., 2009).

	 Further, to express their social influence, customers intend to purchase luxury brands 
that meet their internal and external needs (Truong et al., 2009). Similarly, other scholars 
indicated that customers buy luxury goods that suit the consumer’s lifestyle and thus satisfy 
their inner impulses (Amatulli & Guido, 2011). More specifically, the study of Rodrigues and 
Rodrigues (2019) highlighted that brand love positively influences the customer purchase 
intention of luxury brands. There, we hypothesize that:

H4: Brand love will positively influence purchase intention.

	 Word of mouth (WOM) can be a positive or negative statement given by current 
or future customers about any brand or organization, and these comments can be offline or 
online available (Hennig-Thurau et al., 2004). Word of Mouth is customers’ informational 
communication with other people that build a strong brand image (Godes & Mayzlin, 2004). 
Word of mouth usually is a process of interaction where customers exchange opinions on the 
product or company (Allsop et al., 2007). 
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	 WOM is more likely to be created from self-relevant and hedonic items than utili-
tarian products (Chung & Darke, 2006). Since WOM about self-relevant products acts as a 
form of self-presentation and delivers social advantages. Furthermore, Kudeshia et al. (2016) 
demonstrate that brand love and WOM have a significant positive association. As a result, 
brand love is seen to be a direct predictor of good WOM (Bairrada et al.,2018; Karjaluoto 
et al., 2016; Batra et al., 2012; Ismail & Spinelli, 2012; Fetscherin, 2014; Carroll & Ahuvia, 
2006).

	 The research found that customers’ informal communication leads to the establish-
ment of brand image and increases the likelihood of purchasing luxury products (Reichheld 
& Sasser, 1990; Martin & Lueg, 2013). Positive Word of mouth refers to the level to which 
consumers make positive suggestions about the brand to their contacts (Albert  & Merunka , 
2013). Words of mouth are more influential than advertisements because people trust referral 
products (Fridman et al., 2007). Researchers found that people recommend their favorite 
luxury brands to peers and colleagues (Shin et al., 2017). Similarly, scholars argued that the 
significance of a specific brand increases if it is recommended by peers and groups (Kim & 
Ko, 2012). Therefore, we hypothesize that:

H5: Brand love will positively influence words of mouth.

	 Brand loyalty is referred to consumers’ frequent purchase behaviors of a brand based 
on emotions, judgments, or positive evaluations of alternate products. It also refers to the 
repeat purchase of the brand (Oliver, 1999). Being loyal to the brand seems to imply an ob-
ligation to constantly purchase or endorse products that are beneficial to certain products or 
services in the future (Sasmita & Suki, 2015). Brand loyalty is the consumer’s confidence 
regarding purchasing a preferred brand (Deighton et al., 1994). In this regard, Carroll and 
Ahuvia (2006) demonstrated the positive impact of “brand love” on “brand loyalty” and 
pointed out that a similar result will apply to luxury fashion. Thus, we hypothesize that:

H6: Brand love will positively influence brand loyalty.

	 Brand commitment is an emotional state that shows consumers’ positive attitudes to-
ward product names and willingness to mark association with products or services (Albert & 
Merunka, 2013). Consumers usually think that brand commitment has a stronger emotional 
connection than brand loyalty (Traylor, 1981). Brand commitment is also closely related to 
brand loyalty, but it is different. Brand loyalty mentions the viewpoint of behavior, mainly 
reflected infrequent purchases of specific brands. Brand commitment is customers’ emotion-
al connection (Assael, 1998). Emotional connection with the brand results from customers’ 
higher participation and involvement (Ellis, 2000). Ziaullah et al. (2015) posited that emo-
tional commitment is based on a sentimental bond with the brand that persistently provides 
value to the customers. Thus, we hypothesize that:
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H7: Brand love will positively influence brand Commitment.

Figure 1: Conceptual framework

3.	  Methodology

3.1 	 Data Collection and Sampling

	 This study is quantitative, and the use of closed-ended questionnaires has collected 
data. The study is cross-sectional, and data has been collected from April 2022 to May 2022. 
The respondents’ data were collected through an online survey sent to the five main cities 
of Pakistan. The selected cities represent most of the population in Pakistan. The consent of 
the respondents was received before giving the questionnaires. Most of the respondents were 
reluctant to fill out the questionnaire during questionnaire distribution as it was lengthy, and 
they did not have much time to fill it. After several requests, many respondents agreed to fill 
out the questionnaire. A total of 462 questionnaires were distributed to the respondents of 
the study. After performing several screening tests, we performed analysis on 315 complete 
usable data with a response rate of 68.18%. 

3.2	  Measurements

	 This study has adapted the scales from the previous studies. All the items of mea-
surement scales were validated through experts’ suggestions. The questionnaire was present-
ed to the four experts from the field of marketing. They evaluated the contents and layout of 
the questionnaire. Further, they suggested grammatical corrections and limited the constructs 
of the questionnaire to meet the purpose of the questionnaire. After the experts’ approval, the 
questionnaires were tested through a pilot study containing 65 respondents. The result of the 
pilot test was satisfactory, leading to the final data collection.     
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Table 1
Respondents’ Profile 

3.3 	 Respondents’ Profile

	 A total of 315 respondents took part in the online survey using Google Forms. Par-
ticipants are men and women of different ages, incomes, and cities. Table 3.1 shows the de-
mographic information of these participants. From a gender perspective, the data shows that 
most respondents (59%) are males, and the age range is mainly between 32 and 36 years old, 
with 130 respondents (41.3%), the majority of the people’s income was under 25000PKR, 
representing 39.7% of the respondents. The majority of the respondents hold a bachelor’s 
degree representing 43.5% of the respondents in the study.  
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4.	 Results 

	 The present study used smartPLS software for data analysis. This section contains 
two parts of the study’s results. The first section reports on factor loading, construct reli-
ability, and validity (measurement model), while the second part reports on path analysis 
and hypothesis testing (structural model). The data were first analyzed and purified in SPSS 
software. Descriptive statistics are used to check the mean, median, mode, and range values. 
Then skewness and kurtosis values were identified to assess the abnormalities in the data. 
After performing the multivariate outliers test, we finally tested the data in SmartPLS. 

Figure 2: Measurement model

4.1 	 Validity and Reliability Analysis

	 The validity and reliability values were assessed in this study. The threshold value 
of factor loading is 0.7 or higher is considered acceptable (Henseler et al., 2009; Waris et 
al., 2021). On the other hand, according to Chin (1998) threshold value of factor loading is 
0.5, considered acceptable, and less than 0.5 were dropped. In this study, the factor loading 
values fell in the suggested ranges. The threshold value of Cronbach’s Alpha is 0.7 or 0.6 
is considered acceptable (Griethuijsen et al., 2014; Hameed et al., 2019), while this study 
reported that Cronbach Alpha’s lowest value 0.754 is acceptable. The composite reliability 
threshold is 0.70. In this study, the composite reliability values are higher than 0.70, which 
is considered higher than the threshold values. In this study, the composite reliability lowest 
value is 0.848, regarded as very good, and the average variance extracted (AVE) lowest value 
is 0.653, which meets the minimum threshold (Hair et al., 2010).  
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Table 2 
Measurement Model

Note: CR = Composite Reliability; AVE = Average Variance Extracted 

95



Volume 24 Issue 1, April - June, 2022

PAKISTAN BUSINESS REVIEW

Research

4.2  	 Analysis of discriminant validity

	 The discriminant validity analysis was performed through two methods recommend-
ed by the researchers (Hair et al., 2011). First, we used Fornell and Larcker criteria criterion 
to assess the discriminant validity. In this method, the diagonal values of the constructs must 
be greater than the correlations among the constructs. The study confirms the presence of 
discriminant validity in this method as all the diagonal values were more significant than the 
correlations among the constructs. 

Table 3 
Discriminant Validity 

	 Second, we used Heterotrait-Monotrait Ratio (HTMT) method. In this method, the 
importance of the constructs must be less than 0.90 or 0.85 (Henseler et al., 2015; Soomro et 
al., 2022). Table 4 depicts that all values of HTMT are below 0.85, confirming discriminant 
validity among the constructs. 

Table 4 
Heterotrait-Monotrait Ratio (HTMT)
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4.3 	 Predictive accuracy and relevance of the model

	 The predictive accuracy and relevance of the existing model were determined 
through the values of R2 and Q2, respectively. In this study, the importance of R2 for the 
endogenous constructs were 11.2%, 15.4%, 15.8%, 18.6%, and 44.7% for Word of mouth, 
brand commitment, brand loyalty, purchase intention, and brand love, respectively. The val-
ues of Q2 represent model predictive relevance. The value above/higher than 0 indicates the 
predictive significance in the model. In this study, the Q2 for the endogenous constructs are 
7%, 9.1%, 9.1%, 11.7%, and 35.6% for words of mouth, brand commitment, brand loyalty, 
purchase intention, and brand love, respectively.  

4.4 	 Hypotheses testing

	 This study contains seven hypotheses that test the brand-customer relationship mod-
el. The results revealed that all hypotheses are accepted. Regarding hypothesis 1, it was re-
vealed that the dimension of brand image, i.e., mystery, has a positive effect on brand love in 
Pakistan is accepted (β=0.323, p=0.000). Hypotheses 2 stated that Sensuality has a positive 
impact on brand love is accepted (β=0.355, p=0.000). 

Figure 3: Structural model
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	 Hypothesis 3 revealed that the dimension of the brand image, i.e., Intimacy has a 
positive influence on brand love, is also accepted (β=0.190, p=0.006). Hypothesis 4 revealed 
that brand love leads to the purchase intention being accepted (β=0.432, p=0.000). Hypothe-
sis 5 stated that brand love of customers leads to the words of mouth for the luxury brands be-
ing accepted (β=0.334, p=0.000). Hypothesis 6 revealed that brand loves significantly affects 
brand loyalty is accepted (β=0.397, p=0.000). Hypothesis 7 stated that brand love positively 
affects brand commitment is accepted (β=0.393, p=0.000). 

Table 5 
Hypotheses Assessment Summary 

5.	  Discussions and Conclusion

	 Recent branding studies have addressed brand love as an emotional concept in con-
sumer-brand relationships (Albert & Merunka, 2013; Carroll & Ahuvia, 2006; Batra et al., 
2012). Nonetheless, most research studies on the causes and consequences of brand love 
overlook neo-luxury brands. Furthermore, little is known about the cognitive, sensory, and 
emotional effects of brand image dimensions on brand love (Rodrigues & Rodrigues,2019; 
Albert & Merunka, 2013; Batra et al., 2012; Ismail & Spinelli, 2012). 

	 Our findings show a complicated set of correlations and indicate that all of the stud-
ied dimensions of the brand image have a positive relationship with brand love. The findings, 
in particular, extend current research on neo-luxury branding in a number of ways. Following 
earlier empirical research that identified the brand image as a crucial predictor of passionate 
feelings about brands, one of the most important contributions is the empirical verification of 
the relationship between luxury brand image and luxury brand love (Rodrigues & Rodrigues, 
2019; Islam & Rahman, 2016 ; Albert & Merunka, 2013; Batra et al., 2012; Ismail & Spinelli, 
2012). 
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	 In addition, our results show that the concept of the brand image composed of Inti-
macy, Mystery, and Sensuality influences the brand’s love for the neo luxury brand. In partic-
ular, these results strengthen the core role of Intimacy, which is considered to be the cognitive 
dimension of the brand (Cho & Fiore, 2015). This is particularly relevant because it suggests 
how to use Intimacy directly through the host’s user experience to build brand associations. 
Second, our findings demonstrate that Mystery is seen as a sensory feature of a brand’s image 
(Cho & Fiore, 2015). It has a positive impact on the brand’s love. Mystery shows enthusiasm 
for brands that consistently use their senses across multiple dates. 

	 However, when the brand cannot provide sensory pleasure, millennials directly in-
teract with the product or retail environment, and the relationship between consumers and 
the brand will be adversely affected. Thus the results show that Gen- Y wants neo-luxury 
brands to show their Mystery on various occasions in order to realize their pursuit of personal 
well-being and pleasure (Truong et al., 2009). These findings reflect that millennials are more 
inclined toward neo-luxury brands that can provide excitement, pleasure, and joy to their 
everyday lives (Noble, 2009).

	 Further, the study’s findings revealed that brand love has a significant effect on words 
of mouth, purchase intention, brand loyalty, and brand commitment. This shows that the 
customer’s love for the brand leads to behavioral loyalties. Our findings are consistent with 
the existing research in this regard (Rodrigues & Rodrigues, 2019; Albert & Merunka, 2013; 
Batra et al., 2012). The customer’s purchase intention is highly relevant in the field of mar-
keting, particularly in the purchase of luxury products because these products are considered 
a symbol of status. Customer purchase intention depicts that the brand achieved the status 
and is loved by the prospective customers. It was revealed that love for the brand leads to 
words of mouth. Customers are willing to promote the luxury brands which they use. This 
shows the satisfaction level of the customers with the luxury brands in the developing mar-
kets contexts.

	 Further, the results revealed that customers’ brand love leads to brand loyalty, an 
essential component of brand equity. Brand loyalty is a symbol of repeat purchase and pref-
erence over the other products in the same category, as this study related to consumption of 
high luxury products; therefore, brand loyalty has high significance in this product category. 
Lastly, the results revealed that brand loves significantly contributes to commitment toward 
luxury brands. This shows that customers have developed a deep emotional attachment with 
the luxury brands that depict their commitment to the luxury products class brands.

	 The current study was conducted in developing markets to assess customer-brand 
relationships. This study is highly relevant because the luxury products market in develop-
ing markets proliferates and opens opportunities for marketers. Especially in the neo-luxury 
products category has seen tremendous developments. Neo-Luxury brands are highly famous 
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among millennials in developing markets. Therefore, this study was conducted to assess the 
impact of luxury products on customer-brand relationships and their impact on the behavior-
al loyalties of the customers.

5.1 	 Implications 

	 This research results give valuable information for brand managers to consider when 
building brand love strategies and applying them in marketing activities. It provides market-
ers insights into building brand love and increasing market share. Marketers will probably 
need to guarantee that their service–products are of adequate high quality to result in custom-
er happiness, resulting in the brand image as the first phase of brand love development.

	 The theoretical implication outlines statistical significance and model adequacy in 
developing markets. This study extensively assessed and confirmed the impact of brand love 
antecedents in the luxury brand context. Further, it shows that brand love leads to behavioral 
loyalty intentions that the previous researchers have ignored. To enrich the brand custom-
er-brand relationship in the luxury brand context, this study included customers’ commitment 
as a consequence of brand love, a novel contribution to brand management literature. The 
current model of this study has comprehensively covered the different aspects of the custom-
er-brand relationship and confirmed the significance of novel constructs in the perspective of 
luxury brands. 

	 In particular, neo-luxury brands create a sense of psychological Intimacy and suc-
cessfully establish a solid emotional bond with consumers. In other words, brand marketers 
need to realize that millennials want brands to build relationships that value people’s open 
contributions with different ideas and opinions. As a brand image cognitive dimension, Inti-
macy also plays a crucial role in arousing people’s enthusiasm for the brand. Luxury brands 
are essential for rethinking offers new thinking about the needs of millennials. Therefore, it 
suggested that marketers find ways to make luxury brands relevant to millennials by commu-
nicating real meaning and value to them, rather than relying solely on the luxury millennial. 
In this case, the interaction between millennials and the neo luxury brand must establish and 
maintain a consistent brand image based on Mystery and Intimacy. 

	 The customer-brand relationship model in this study is of massive importance as it 
outlines a different aspect of customers’ psychological constructs and focuses on brand love 
and its consequences. For managers of luxury brands in developing markets, it provides valu-
able directions regarding the establishment of brand and customer relationships. Moreover, 
help managers to understand the customers’ inclination toward the brand. Through the out-
comes of this study, managers would be able to define strategies that focus on customer re-
tention through brand intimacy and Sensuality to increase the market share of luxury brands.
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5.2  	 Limitations and future research

	 Although this study has tested a comprehensive model of customer-brand relations, 
there are some limitations to this study. First, the focus of the current study is limited to 
neo-luxury brands only, future researchers may take some other luxury brands. The general-
izability of this study is limited to the present sample frame. Further, they can evaluate the 
differences among different brand categories.  Secondly, three dimensions of brand image as 
the predictors of brand love; future studies should focus on the other antecedents of brand 
love identified in the literature such as brand association, sense of community, and prestige 
of the brand. 

	 In addition, we only examined the influence of purchase intention, positive Word-of-
Mouth, brand loyalty, and brand commitment as dependent variables. Future research should 
use longitudinal studies to understand the concept of brand love better. Moreover, future 
research could observe the moderating role of brand experience, culture, and gender on the 
relationship between brand love and the behavioral loyalties of the customers. Finally, in the 
field of neo-luxury branding, comparative research of Generation Y and Generation Z might 
help clarify the differences between mediation and moderation effects.
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