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By

MUHAMMAD IQBAL AR RASYID

October 2023

Chair : Shafie bin Sidek, DBA
School : Business and Economics

The dairy farming industry in Indonesia is 90% dominated by smallholder farmers who
face issues such as lack of capital, low productivity, insufficient profitability, and
stagnant herd size growth. As smallholders, those farmers rely on dairy cooperatives for
their farming activities. The Indonesian government initiated dairy cooperatives to
connect farmers with milk processing companies (MPC) and other stakeholders to
provide services and input. Besides, the government also deployed a "Blueprint Strategy
for Dairy Sectors 2013 — 2025". Meanwhile, studies on the dairy farming business in
Indonesia that involve dairy cooperatives have focused on the dairy supply chain. In
contrast, the attention to the core business of dairy cooperatives as a social enterprise is
overlooked. Thus, more empirical evidence is required from the sociopreneurship
perspective to understand the behavior of dairy cooperative leaders. These leaders
perform sociopreneurial behaviour (SEB), which can be understood as specific behavior
conducted by individuals that produce tangible outcomes for society.

However, most prior research on SEB formation is halted at sociopreneurial intention
(SEI) as the dependent variable. Besides, they overlooked the role of external factors in
the SEI and SEB relationship. Moreover, previous studies on the outcome of SEB focus
on the wealth creation of its actors, which means the main impact on the community has
yet to be verified. Therefore, this research aims to investigate the formation of SEB
through the dairy cooperative leaders in Indonesia and the impact of the conducted
behaviour on the smallholder dairy farmers' community and the leaders themselves.
Thus, this thesis involves two characteristics of respondents: dairy cooperative leaders
and smallholder dairy farmers. This study underpinned the theory of planned behaviour
(TPB), the entrepreneurial event model (EEM), and the social entrepreneurial intention
model (SEIM). Hardcopy questionnaires were distributed through a face-to-face
approach. A purposive sampling collected valid responses from 112 dairy cooperative
leaders and 364 smallholder dairy farmers in the East, Central and West Java provinces,



Indonesia. Partial least squares-structural equation modeling (PLS-SEM) is adopted in
testing the hypotheses.

The result supported the model by confirming that empathy (EM), perceived social
responsibility (PSR), and self-efficacy (SEFF) are significant predictors of SEI.
Facilitating events (FE) significantly strengthens the conversion of SEI to SEB of dairy
cooperative leaders. Finally, besides SEB significantly impacting community
improvement (CIM) and individual farm performance (IFP), CIM also partially mediated
the relationship between SEB and IFP. This thesis is significant for three main parties.
For the literature, this thesis has validated the role of external factors in supporting the
SEI conversion to SEB and confirming the impact of SEB according to the objective of
sociopreneurship defined by academicians. For dairy cooperative leaders, this research
provides guidelines for creating social business programs that benefit smallholder dairy
farmers' community, themselves, and dairy cooperatives as institutions. This study
provides empirical evidence for the government to evaluate the dairy sector's strategy
related to dairy cooperatives' capacity. This research has limitations because it did not
count the dairy cooperative leaders who are not smallholder dairy farmers themselves.

Keywords: Sociopreneurship, Sociopreneurial Behaviour, Facilitating Events, Dairy
Cooperatives, Dairy Smallholder Farmers

SDG: GOAL 8; Decent Work and Economic Growth
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Industri penternakan tenusu di Indonesia 90% didominasi oleh petani kecil yang
menghadapi masalah seperti kekurangan modal, produktiviti rendah, keuntungan tidak
mencukupi, dan pertumbuhan saiz ternakan yang tidak stabil. Sebagai petani kecil,
mereka bergantung kepada koperasi tenusu untuk aktiviti pertanian mereka. Kerajaan
Indonesia memulakan koperasi tenusu untuk menghubungkan petani dengan syarikat
pemprosesan susu (MPC) dan pihak berkepentingan lain untuk menyediakan
perkhidmatan dan input. Selain itu, kerajaan juga menggunakan "Strategi Pelan Tindakan
Sektor Tenusu 2013 —2025". Manakala kajian mengenai perniagaan penternakan tenusu
di Indonesia yang melibatkan koperasi tenusu tertumpu kepada rantaian bekalan tenusu.
Sebaliknya, perhatian terhadap perniagaan teras koperasi tenusu sebagai perusahaan
sosial diabaikan. Oleh itu, lebih banyak bukti empirikal diperlukan dari perspektif
sosiousahawan untuk memahami tingkah laku pemimpin koperasi tenusu. Pemimpin ini
melakukan tingkah laku sosiopreneurial (SEB), yang boleh difahami sebagai tingkah
laku khusus yang dijalankan oleh individu yang menghasilkan hasil yang ketara untuk
masyarakat.

Walau bagaimanapun, kebanyakan penyelidikan terdahulu mengenai pembentukan SEB
dihentikan pada niat sosiopreneurial (SEI) sebagai pembolehubah bersandar. Selain itu,
mereka terlepas pandang peranan faktor luaran dalam hubungan SEI dan SEB. Selain itu,
kajian terdahulu mengenai hasil SEB memfokuskan kepada penciptaan kekayaan
pelakonnya, yang bermakna kesan utama kepada masyarakat masih belum dapat
disahkan. Oleh itu, penyelidikan ini bertujuan untuk menyiasat pembentukan SEB
melalui pemimpin koperasi tenusu di Indonesia dan kesan tingkah laku yang dijalankan
terhadap komuniti petani tenusu kecil dan pemimpin itu sendiri. Justeru, tesis ini
melibatkan dua ciri responden: ketua koperasi tenusu dan petani kecil tenusu. Kajian ini
menyokong theory of planned behaviour (TPB), the entrepreneurial event model (EEM),
dan the social entrepreneurial intention model (SEIM). Soal selidik salinan keras telah
diedarkan melalui pendekatan bersemuka. Persampelan bertujuan mengumpul maklum
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balas yang sah daripada 112 ketua koperasi tenusu dan 364 petani tenusu pekebun kecil
di wilayah Jawa Timur, Tengah dan Barat, Indonesia. Partial least squares-structural
equation modelling (PLS-SEM) diguna pakai dalam menguji hipotesis.

Hasilnya menyokong model dengan mengesahkan bahawa empati (EM), tanggungjawab
sosial yang dirasakan (PSR), dan efikasi kendiri (SEFF) adalah peramal penting SEI.
Acara pemudahcara (FE) secara signifikan mengukuhkan penukaran SEI kepada SEB
pemimpin koperasi tenusu. Akhir sekali, selain SEB memberi kesan ketara kepada
peningkatan komuniti (CIM) dan prestasi ladang individu (IFP), CIM juga
sebahagiannya menjadi pengantara hubungan antara SEB dan IFP. Tesis ini penting
untuk tiga pihak utama. Untuk literatur, tesis ini telah mengesahkan peranan faktor luaran
dalam menyokong penukaran SEI kepada SEB dan mengesahkan kesan SEB mengikut
objektif sosiousahawan yang ditakrifkan oleh ahli akademik. Bagi pemimpin koperasi
tenusu, penyelidikan ini menyediakan garis panduan untuk mewujudkan program
perniagaan sosial yang memberi manfaat kepada komuniti petani tenusu pekebun kecil,
diri mereka sendiri dan koperasi tenusu sebagai institusi. Kajian ini memberikan bukti
empirikal kepada kerajaan untuk menilai strategi sektor tenusu berkaitan kapasiti
koperasi tenusu. Penyelidikan ini mempunyai batasan kerana tidak mengira ketua
koperasi tenusu yang bukan pekebun kecil tenusu sendiri.

Kata Kunci: Keusahawanan Sosial, Tingkah Laku Keusahawanan Sosial, Acara
Pemudahcara, Koperasi Tenusu, Petani Kecil Tenusu

SDG: GOAL 8; Kerja Layak dan Pertumbuhan Ekonomi
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CHAPTER 1

INTRODUCTION

1.1 Overview

The concept of entrepreneurship is growing dynamically. One of the subsections of
entrepreneurship is social entrepreneurship. Social entrepreneurship or sociopreneurship
is an innovative and social activity within the nonprofit, business, or government sectors
(Austin et al., 2006; Permatasari et al., 2020). Over recent years, numerous policymakers
from different countries have calculated and considered the impacts of socioprencurship
on socio-economic development and its implication for the nations (Tiwari et al., 2017a;
Gandhi & Raina, 2018). Social business is a growing field of research in which people
with a vision and enthusiasm for supporting and serving society are involved in social
transformation rather than profit maximization (Thompson, 2002; Roberts & Woods,
2005; Ghalwash et al., 2017; Hasan, 2020).

Social entrepreneurial behaviour (SEB) plays a crucial economic and social role in the
communities in which they are initiated. Governments worldwide recognize
sociopreneurial behaviour for their contribution to economic well-being in terms of
social innovations, job creation and economic growth and development (Nsereko, 2021).
However, most prior studies of SEB formation are halted at social entrepreneurial
intention (SEI) partly due to the notion that intention is enough to predict the actual
behaviour (Akter et al., 2020). Several theories and models have been validated in the
previous SEI & SEB research, such as the theory of planned behaviour (Ajzen, 1985;
1991), the entrepreneurial event model (Shapero, 1982; Krueger & Carsrud, 1993), and
the social entrepreneurial intention model (Mair & Noboa, 2006).

In Indonesia, 55% of sociopreneurship happens in agriculture (Angel Investment
Network Indonesia report, 2016; Pratama, 2017; Maulinda, 2018). One form of social
business is cooperatives (Novkovic, 2008), dairy cooperatives in particular. In general,
smallholder dairy farmers in Indonesia depend on their farming activities to local dairy
cooperatives. On the other hand, dairy cooperatives also need farmers to supply a
sufficient amount of good quality milk to grow and continue serving the community.
Therefore, it is not too much to say that dairy cooperatives and dairy farmers share the
common idea of "go further together", which is inspired and adapted from a famous
African proverb which says “If you want to go fast, go alone. If you want to go far go
together “(www.quotespedia.org).

Hence, the present study aims to validate the formation of sociopreneurial behaviour
(SEB) through the local dairy cooperative management personnel known as leaders and
the impact of the conducted behaviour on the smallholder dairy farmers' community as
well as for the leaders themselves. The formation of SEB contains two sections: the
psychological antecedents and the conversion of SEI into SEB with the presence of


http://www.quotespedia.org/

external support as a moderator. The concept of "go further together" works when the
conducted SEB significantly improves both communities and leaders.

1.2. Background of Study

Milk is an important food commodity because it has a good source of protein to fulfil
nutritional needs. For Indonesia, milk and dairy products are considered strategic
commodities (Priyanti & Sudjana, 2015). Unfortunately, the national dairy industry in
Indonesia is currently unstable in facing complicated problems that affect the national
milk consumption cycle (Putri, 2017). In addition to low community milk consumption,
there is a reluctance at the milk processing company (MPC) level to buy domestic fresh
milk because of the low or inconsistent quality produced by farmers (Putri, 2017).
Based on data compiled from the Directorate General of Livestock and Animal Health
Service, Ministry of Agriculture recorded in the 2022 book, it is known that the
population of dairy cows in Indonesia is as follows:

Table 1.1: Dairy Cows Population by Province (Heads)

. Dairy Cows Population (Heads)
Provinces
2019 2020 2021
West Java 122,505 118,434 119,915
Central Java 140,520 141,395 142,124
East Java 287,196 293,556 301,780
Other Provinces 14,780 14,615 14,760
Total Indonesia 565,001 568,000 578,579

(Source: Indonesian Central Statistical Bureau, 2022)

The above statistic shows that the dairy cows population growth is not significant. At the
end of 2021, the total dairy cow population was 578,579 heads. Of that number, as many
as 98.42% are on Java Island. Meanwhile Indonesia has 269.6 million people in 2020.
(Indonesian Central Statistical Bureau, 2022). Compared to New Zealand, with a
population of 4.693 million, it has 6.5 million dairy cows (Putri, 2017). On the other
hand, the level of national milk consumption is still the lowest among other ASEAN
countries. As known, Indonesian milk consumption is about 14.3 litres per capita, while
Malaysia has 50.9 litres, followed by Thailand at 33.7 litres, and The Philippines is
around 22.1 litres (Wright & Darmawan, 2016; Susanty et al., 2019).

USDA Foreign Agricultural Service reported in October 2021 that during the Covid-19
pandemic, Indonesian consumers generated a positive perception of dairy products,
which assisted in increasing liquid milk sales by 13.1% in 2020 and are expected to
continue growing by 9.7% in 2021. Whole dairy consumption in 2021 is expected to
increase by 3.9% to 4.19 billion litres or 4.31 million tons. Approximately 60% (2.51
billion litres or 2.59 million tons) of dairy product consumption is liquid fresh pasteurized



milk, UHT milk, flavoured/fermented milk, and evaporated/condensed milk. The
remaining 40% of consumption includes powdered milk, cheese, and food service uses.
Post estimates that total dairy consumption will increase by 7.4% in 2022 based on
continuing high retail demand and the easing of social distancing measures (Darmawan
& Santella, 2021).

Initially, before the covid-19 pandemic happened, Indonesia's milk consumption growth
was 5% per year. Meanwhile, domestic fresh milk (SSDN) production growth is only a
maximum of 2% per year. As much as 81% of fresh milk raw material for national
production needs must be imported from other countries because domestic fresh milk
production can only supply 19% of the total demand (Duteurtre et al., 2018; Susanty et
al., 2020). Of those 19% contributions, 90% are supplied by smallholder dairy farmers;
in total, there are 192,162 or thereabouts dairy farmers in Indonesia who are primarily
smallholders and owners of most dairy cows (Morey, 2011; Susanty et al., 2020).

The government and the Indonesian Dairy Farmers Association (APSI) also invite
breeders to implement good husbandry practices to raise local capacity to meet the
decreasing national milk needs. APSI noted that the domestic demand for fresh materials
for processed milk is currently around 3.8 million tons per year (Sari, 2016).
Nevertheless, with this production performance, domestic fresh milk can only supply
19% of national needs (Duteurtre et al., 2018; Susanty et al., 2020).

1.2.1. Issues Faced by Smallholder Dairy Farmers

The cause of the inability to increase national milk production is suspected to occur
because of the lack of capital owned by the farmers (Susanty et al., 2020), which opens
up several other problems, including; First, a small number of productive cattle owned
by farmers, only two to three cattle per farmer. According to modern dairy cattle
management, economies of scale can be achieved by owning 10 to 12 productive cows
per dairy farmer (Daryanto, 2007; Susanty et al., 2019). Secondly, each dairy farmer has
a limited land size. Third, most of them need help to afford good quality animal feed
since the prices are high. Last is the raising technique. The majority of local breeders use
simple techniques in caring for dairy cows so that milk production is only around 10 -12
litres a day per head (Rossa & Nodia, 2018).

This condition is different from the modern techniques used by dairy farmers abroad.
According to Dedi Setiadi, Head of North Bandung Dairy Farmers Cooperative
(KPSBU), cattle farmers in other countries generally use modern techniques with
automatic cow milking facilities and large enclosure areas. This treatment makes cows
comfortable, so they produce more milk (Rossa & Nodia, 2018). The abovementioned
situation is worsened because the milk price is still too low while the production cost is
high. Therefore, the profit is insufficient to create welfare for smallholder dairy farmers
(Susandijani, 2018).



A study by Firman et al. (2019) reveals that most dairy farmers are uneducated, 73.17%
are from Elementary School, and 80.49% are 40 years old and above. It explains why
most of those dairy farmers are not progressive people because the combination of the
age of above 40 and low-level education can influence the level of mind thinking and
innovation adoption. (Sari, 2007; Muzzafak, 2013; Firman et al., 2016; Firman et al.,
2019). When studying small businesses, Wulandari et al. (2007) found a need for more
awareness and motivation from entreprencurs to develop a more professional business.
They have had enough if the product is sold (Utomo, 2012).

Furthermore, Firman et al. (2019) reveal that dairy farms are inherited from generation
to generation. Most respondents in their study are second or third-generation smallholder
dairy farmers. However, most of the younger generation in the dairy farm areas sees the
dairy farm business as the last option to work or business field to choose because of some
perceptions such as dirty, complicated, and highly intense of time and effort (Firman et
al., 2019). Although, there are still some of those young generations who see dairy
farming as a profitable business in the future (Firman et al., 2019).

Meanwhile, in the last 20 years, national fresh milk production performance has been
stagnant, and no significant development has occurred (Laoli, 2020). Whereas the
development of primary milk production urgently needs to be done to meet the needs of
the large domestic market. With the above circumstances, smallholder dairy farming still
needs to be expected to contribute to the national economy or meet the need for fresh
milk as a source of animal protein (Laoli, 2020).

Figure 1.1: Smallholder Dairy Farmers Profile
(Source: Google.com)

1.2.2  Welfare and Support for Smallholder Dairy Farmers

The government initiated local dairy cooperatives to connect milk producers with other
actors in the dairy industry and other stakeholders within the areas to provide farmers
with services and supplies (Susanty et al., 2020). Therefore, cooperatives have an
essential role for smallholder dairy farmers. Most milk production from dairy farmers is
marketed through local dairy cooperatives and sold to milk processing companies
(Susanty et al., 2017). Besides, the dairy farmers or cooperatives sometimes also sell a
small amount of fresh milk to small home industries, food hawkers or street vendors and



directly to local end consumers (Sebayang, 2013). Milk processing companies (MPC)
will never buy a small amount of fresh milk directly from dairy farmers. Therefore,
smallholder dairy farmers will need help to survive independently. They need local dairy
cooperatives as their safeguard.

The local dairy cooperative is an organisation that farmers expect to improve their
welfare (Sebayang, 2013). This organisation is run by social entrepreneurs who are
mostly part of smallholder dairy farmers' communities. They perform sociopreneurial
behaviour (SEB) by creating social business program innovation to support their
members (Light, 2006). Dairy cooperative management personnel, known as leaders, are
entrusted to run the cooperatives by the smallholder dairy farmers' community because
they are perceived to have exceptional capacity compared to others (Susanty et al., 2017).

The dairy cooperatives provide a wide range of supports, such as milk collection from
farmers' doorstep, then storing them in the cooling facilities before selling them to the
processing companies. Cooperatives also provide the dairy farmers animal feeds on
instalments and loans with low interest. Besides, the cooperative provides other essential
services like animal health monitoring and free artificial insemination to grow the herd
size (Susanty et al., 2019). A dairy cooperative is an excellent form of social enterprise
or dairy farming practice because of its direct relation to farmers and their abilities to
link with other recourses (Morey, 2011; Wright & Meylinah, 2014).
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Central & West Java Provinces

The recent development shows that some dairy farming areas have higher milk
productivity rates and better milk quality; consequently, farmers have better welfare.
Those are dairy farming areas where the partnership program initiated by local dairy
cooperatives with MPC such as Ultrajaya, Greenfields, Nestle and Frisian Flag runs
appropriately. The IPS provides training and mentoring on how to produce more milk



with higher quality and how to manage the farm. They also buy milk the farmers produce
at a fair price (Catriana & Movanita, 2021; Dyah, 2021; Fauzan, 2021).

Figure 1.4: Activities at Milk Collection Point

However, this good practice still needs to happen in all dairy farming areas, although the
numbers, interest, strength & capacity among institutions that support smallholder dairy
farmers are not equal among areas (Susanty et al., 2017). Figure 1. 3 comprises pictures
of cooling storage facilities owned by two cooperatives. The left picture is a digital
machine maintained in a good design factory standard facility. At the same time, the right
image is an analogue in a more rundown facility which most cooperatives have. Figure
1.4 portrays daily activities at a milk collection point (MCP), displaying the different
conditions in two cooperatives.



1.2.3  Government Strategies & Policies for the Dairy Sector

There are criticisms that the government needs to pay more serious attention to the
development of national fresh milk production (Laoli, 2020). The Indonesian
government has also played the role of helping smallholder dairy farmers and eventually
overcoming the low growth of national milk production by deploying a dairy
development strategy called “Blueprint Strategy for The Dairy Sector 2013-2025”,
which was followed by policies in implementing this strategy (Susanty et al., 2019,
2020).

In order to support dairy cooperatives, the government focus on the "Institutional
strengthening and capacity building through mentoring both local governments and
partnership activities" strategy, which is followed by "Increasing partnerships that are
mutually beneficial and Increase the capacity of human resources and institutional dairy
cooperatives" policies (Table 1.2). This strategy and policies are expected to provide
direction in improving dairy cooperatives' capacity supported by mutual benefits partners
such as IPS, local government, financial institutions and other potential partners (The
Coordinating Ministry for The Economic Affairs Of The Republic Of Indonesia, Deputy
For Food And Agriculture Coordination, 2018).

Table 1.2: Blueprint Strategy for The Dairy Sector 2013-2025

Strategies Policies

—_

1. Strengthening coordination and synergy Increasing the dairy cow population.
across sectors. Encourages middle farm and big farm
investment by up to 40%

2. Strengthening the legality aspect as a |2. Genetic enhancement of dairy cows.
legal umbrella for developing the Progeny test and imported frozen semen
Indonesian dairy sector.

3. Development of milk production areas |3. Increase in milk production. Improve feed
for various dairy livestock is supported quality and management of maintenance
by adequate infrastructure, information
systems and incentives

4. Increasing quality milk production by |4. Improved milk quality. Improved
paying attention to environmental facilities and post-harvest management.
balance.

5. Increase community milk consumption 5. Increase in milk consumption. Promotion
through promotion and school drinking and movement of drinking milk in
milk programs. schools.

6. Development of the milk processing |6. Increasing partnerships that are mutually
industry. beneficial




Table 1.2: Continued

building through mentoring both local

Strategies Policies
7. Developing markets and structuring the Increase the capacity of human resources
milk and dairy cattle trading system. and institutional dairy cooperatives.
8. Economic development of Increase in milk prices. Encourage milk
underdeveloped areas and border areas production with milk quality according to
SNI
9. Institutional strengthening and capacity Improved IPS for raw materials for

processing milk. Milk powder, UHT, Ice

Cream, Yogurt, Cheese and other
processed industries.

governments and partnership activities.

10. Increase new investment in dairy
farming, processing industry, distribution
and logistics.

11. Increase new investment in dairy
farming, processing industry, distribution
and logistics.

(Source: The Coordinating Ministry for The Economic Affairs of The Republic Of
Indonesia, Deputy For Food And Agriculture Coordination, 2018)

1.24  Target and Achievement

The government has set the target of the Blueprint strategy for the Dairy Sector 2013 —
2025 which divided into two. The realistic target for 2020 and optimistic target for 2025
which displayed in Table 1.3.

From the Directorate General of Livestock and Animal Health Service, the Ministry of
Agriculture recorded in the 2022 book, it is known that the national milk production in
Indonesia is as depicted in Table 1.4. According to Indonesian Central Statistical Bureau
(2022), at the end of 2021, the national milk production is only 962,677 tonnes per year
(Table 1.4), and the number of dairy cows is 579,579 heads (Table 1.1). These numbers
show that the government Blueprint Strategy and Policy targets in 2020 have not been
achieved (Table 1.3). Based on the above statistics, it can be projected that targets in
2025 are unlikely to be achieved as well (Table 1.3).



Table 1.3: Target of Blueprint Strategy for The Dairy Sector 2013-2025
No. Target

1 Production should achieve 2.75 million tonnes in 2020 and 5.32 million in 2025.

Number of dairy cows should reach 1.3 million heads in 2020 and 1.70 million in

2 2025.
3 Average milk production should reach 13.11 litres/head/day in 2020 and 19.67 in
2025.

4 Able to Supply 40% of total raw material in 2020

5 National self-sufficiency in 2025

(Source: Wright & Meylinah, 2014; Sari, 2016; Nurmayanti, 2016; Putri, 2017; Susanty
et al., 2020)

Table 1.4: Milk Production by Province (on)

Milk Production (Ton)
Provinces
2019 2020 2021
West Java 300,337.16 281,198.94 283,361.18
Central Java 102,948.90 102,707.88 102,508.64
East Java 521,123.43 542,860.27 556,431.78
Other Provinces 20,127.59 20,145.72 20,375.06
Total Indonesia 944,537.08 946,912.81 962,676.66

(Source: Indonesian Central Statistical Bureau, 2022)

1.3 Problem Statement

The dairy farming industry in Indonesia is 90% dominated by smallholder farmers
(Morey, 2011; Susanty et al., 2020) who face issues of lack of capital, low productivity,
unstable quality, insufficient profitability, farming techniques, machinery, limited land
size for shed and natural green forage, and stagnant herd size growth (Rossa & Nodia,
2018). As a result, domestic milk production can supply around 19% of the nation's
production demand. That means the remaining 81% is imported from other countries
(Duteurtre et al., 2018; Susanty et al., 2020). As smallholders, those farmers rely on dairy
cooperatives for their farming activities (Susanty et al., 2017, 2019). The Indonesian
government initiated dairy cooperatives to connect farmers with milk processing
companies (MPC) and other stakeholders within the areas in order to provide services
and input for dairy farmers (Raditya, 2020). In other words, this organisation stands as a
safeguard.




Besides, the government also deployed a "Blueprint Strategy for Dairy Sectors 2013 —
2025". One strategy focuses on institutional strengthening and capacity building of dairy
cooperatives, followed by the policy implementation of mutual benefits partnership
(Table 1.2), and the target was set (Table 1.3). However, the statistics shows that it was
far off target in 2020 and projected that target for 2025 is unlikely to be achieved as well
(Table 1.1; 1.4). Hence, these strategies and policies need to be evaluated (David &
David, 2017).

Since 2017, research on the dairy farming business in Indonesia, which involves dairy
cooperatives, has been focusing on the dairy supply chain and performance (e.g. Susanty
et al., 2017, 2018, 2019, 2020). However, the attention to the core business of dairy
cooperatives as a social enterprise (Novkovic, 2008) seems to be overlooked, while in
Indonesia, 55% of sociopreneurship happens in agriculture (Pratama, 2017; Maulinda,
2018). Therefore, the Indonesian government still need more empirical evidence to
evaluate the blueprint strategies for the dairy sector from the social entrepreneurship
perspective through understanding the behaviour of dairy cooperative leaders in
particular.

As one category of social enterprise (Novkovic, 2008), dairy cooperatives are run by
leaders who are part of the smallholder dairy farmers' community and elected by them
with the hope of improving their marginal conditions (Susanty et al., 2017). The
organisation's management personnel perform sociopreneurial behaviour (SEB), which
can be understood as specific behaviour conducted by individuals that produce tangible
outcomes for society (Mair & Noboa, 2006). SEB differentiates social entrepreneurs
from commercial entrepreneurs. However, prior research on SEB formation is unable to
provide the evidence needed to evaluate the mentioned strategy and policy because of
the following theoretical gaps.

Firstly, most prior studies of sociopreneurial behaviour are halted at sociopreneurial
intention (SEI) as an endogenous variable partly due to the notion that studying intention
is enough to predict the behaviour (Akter et al., 2020). Secondly, not only were previous
empirical studies on SEB scant, but they overlooked the role of external factors in the
SEI and SEB relationship as acknowledged by the theory of planned behaviour or TPB
(Ajzen, 1985) and the entrepreneurial event model or EEM (Shapero, 1982; Krueger &
Carsrud, 1993). Therefore, apprehending the process of converting SEI into SEB is still
challenging (Luc et al., 2019). Finally, this thesis recorded that only one study has
validated the outcomes of individuals performing SEB (i.e. Rahim et al., 2015).
However, the research focuses on the wealth creation of the SEB actors, which means
the main impact on the community has yet to be verified.

The social entrepreneurial intention model (SEIM) is the first SEB model developed by
Mair & Noboa (2006) based on the TPB (Ajzen, 1991) and the EEM (Shapero, 1982).
This model conceptualises and proposes the construct of SEI and SEB (Figure 2.3).
Besides, the explication of empathy (EM), perceived social responsibility (PSR) in the
name of moral judgment and self-efficacy (SEFF) as antecedents of SEB are introduced
by this model as well (Mair & Noboa, 2006). According to the model, EM corresponds
to the attitude toward the behaviour (Mair & Noboa, 2006), while PSR is a proxy of the
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subjective norm of the TPB (Mair & Noboa, 2006; Hockerts, 2015; Bazan et al., 2020).
At the same researchers discuss the ongoing debate of whether SEFF is the same as the
perceived behavioural control (PBC) of TPB (Tiwari et al., 2017b), replacing it (Krueger
et al., 2000) or a subset of it (Ajzen, 2002).

Although EM has been used as a predictor of SEI in numerous empirical studies, the
findings were inconsistent; it seems EM is a strong determiner of SEI in several contexts
but insignificant in other cases (Lacap et al., 2018). PSR was also recognised under a few
different names in the previous SEI/SEB studies, which are moral judgment (Mair &
Noboa, 2006; Hockerts, 2015), moral obligation (Hockerts, 2015; Bazan et al., 2020) and
prosocial motivation (Tiwari et al., 2020; Yu et al., 2020). Interestingly, these constructs
predict SEI significantly when using the name PSR instead of others (Ernst, 2011; Bazan
et al., 2020; Luc, 2020). Meanwhile, despite the ongoing debate, SEFF has been proven
to be the strongest predictor of career selection (Bandura, 1971) that affects the decision
process (Tiwari et al., 2017c¢). This thesis supports the view that SEFF is a subset of PBC
(Ajzen, 2002). Therefore, the present study intends to bridge these research gaps by first
identifying the antecedents of SEB applying the TPB (Ajzen, 1985, 1991) and the SEIM
(Mair & Noboa, 2006). Hence, the predictive ability of EM, PSR and SEFF to SEI, which
were validated in previous empirical research, is tested in the context of this study.

Facilitating event (FE) was introduced by Krueger and Carsrud (1993), which adapts the
concept of displacing or precipitating events from the EEM (Shapero, 1982; Krueger &
Carsrud, 1993). While displacing or precipitating is a hindrance that may prevent the
entrepreneurial intention from transforming into behaviour, FE is a support factor that
may accommodate that process (Krueger & Carsrud, 1993). Previous studies overlooked
the role of this external factor in the conversion of SEI into SEB because the attention to
this process was barely sufficient in the previous studies (Luc et al., 2019) since they
mostly stopped at SEI (Akter et al., 2020). In order to bridge this gap, this thesis analyses
the role of facilitating events (FE) in moderating the conversion of SEI into SEB through
the context of a smallholder dairy farming business in Indonesia.

According to the definition defined by scholars, the objective of social entrepreneurs is
to provide maximum benefits for the community by solving their problems while taking
less personal return for themselves (Massetti, 2008; Zahra et al., 2009; Zaremohzzabich
et al., 2018;). Therefore, the impact of an individual performing SEB should bring
improvement for the community but not forgetting himself/herself as well. Therefore,
this thesis needs to extend the TPB (Ajzen, 1985, 1991) and the EEM (Shapero, 1982)
by conceptualising the construct of community improvement (CIM) to measure the
impact on community and individual farm performance (IFP) to measure the impact on
dairy cooperative leaders as the representative of sociopreneurs in this research.

Based on the above-mentioned theoretical gaps, research variables of empathy (EM),
perceived social responsibility (PSR), self-efficacy (SEFF), sociopreneurial intention
(SEI), facilitating event (FE), sociopreneurial behaviour (SEB), community
improvement (CIM) and individual farm performance (IFP) are placed into propose
research framework based on the underpinning theory of TPB (Ajzen, 1985, 1991) and
models of EEM (Shapero, 1982) and SEIM (Mair & Noboa, 2006). The findings of this
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research are meant to provide empirical evidence that can be used as referenced by dairy
cooperatives, milk processing companies (MPC) and Indonesian government institutions
besides contributing to the body of knowledge.

14 Research Questions

In order to validate the formation of sociopreneurial behavior through the local dairy
cooperative management personnel (leaders) and the impact of the conducted behavior
on the smallholder dairy farmers' community as well as for the leaders themselves, this
thesis conceptualized the following research questions.

1. Are the psychological determiners associated with the antecedents of TPB
applicable in predicting the sociopreneurial intention of dairy cooperative
leaders in Indonesia?

1 Could the external support (facilitating event) moderate the process of
converting sociopreneurial intention into sociopreneurial behaviour of dairy
cooperative leaders in Indonesia?

2 Could the sociopreneurial behaviour performed by dairy cooperative leaders
in Indonesia improve their smallholder dairy farmers’ communities and get
benefits for themselves in return?

1.5. Research Objectives

The general objective of this research is to investigate the formation of sociopreneurial
behaviour (SEB) through the dairy cooperative leaders in Indonesia and the impact of
the conducted behaviour on the smallholder dairy farmers' community and the leaders
themselves. Hence, as a response to the research questions, the objective is broken down
into specific objectives as follows.

1. To examine the psychological determinants associated with the antecedents of
TPB in predicting the sociopreneurial intention of dairy cooperative leaders in
Indonesia.

Specifically:

RO1: To examine the predictive ability of empathy as a representative of attitude
towards the behaviour on the sociopreneurial intention of dairy cooperative
leaders in Indonesia.

RO2: To examine the predictive ability of perceived social responsibility as a
proxy of subjective norms on the socioprenecurial intention of dairy
cooperative leaders in Indonesia.

RO3: To examine the predictive ability of self-efficacy as a subset of perceived
behavioural control on the sociopreneurial intention of dairy cooperative
leaders in Indonesia.

12



2. To analyse the conversion of the sociopreneurial intention of dairy cooperative
leaders in Indonesia into sociopreneurial behaviour and the role of facilitating
events as a moderator in that process.

Specifically:

RO1: To analyse the conversion process of sociopreneurial intention into
sociopreneurial behaviour of dairy cooperative leaders in Indonesia.

RO2: To analyse the role of facilitating events as a moderator in converting
sociopreneurial intention into sociopreneurial behaviour of dairy
cooperative leaders in Indonesia.

3. To determine the impact of dairy cooperative leaders in Indonesia performing
sociopreneurial behaviour on their smallholder dairy farmers’ communities and
themselves according to the definition of social entrepreneurship.

Specifically:

RO1: To determine the impact of dairy cooperative leaders in Indonesia
performing sociopreneurial behaviour on the improvement of their
smallholder dairy farmers’ community

RO2: To determine the impact of dairy cooperative leaders in Indonesia
performing sociopreneurial behaviour on the improvement of their farm
performance.

RO3: To determine the impact of smallholder dairy farmers’ community
improvement on the dairy cooperative leaders’ farm performance

RO4: To determine the impact of dairy cooperative leaders in Indonesia
performing sociopreneurial behaviour on their farm performance that is
mediated by smallholder dairy farmers’ community improvement.

1.6. Scope of Study

This section explains the research parameters, including the subject areas of
investigation, the underpinning theories of the conceptual research framework, and the
variables selected for the study. Moreover, the scope of the sample population for this
research is also explained.

The conceptual research framework of this study applied the theory and models from the
field of psychology and entrepreneurship. The general objective of this research is to
investigate the formation of sociopreneurial behaviour (SEB) and the impact of the
conducted behaviour on the community and sociopreneurs themselves. For this purpose,
the theory of planned behaviour (TPB), the entrepreneurial event model (EEM) and the
social entrepreneurial intention model (SEIM) are used in the research. Hardcopy
questionnaires are distributed to the respondents face-to-face based on the research
objectives and selected constructs. The justifications for applying the underpinned theory
and models are elaborated in Chapters Two and Three, while the measurement tools used
in the survey are explained in Chapter Four.
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This study focuses on the formation and impact of sociopreneurial behaviour (SEB) in
the Indonesian dairy farming industry for the following reasons. Firstly, SEB plays a
crucial economic and social role in the communities in which they are initiated, which
Governments worldwide recognise as their contribution to economic well-being in terms
of social innovations, job creation and economic growth and development (Nsereko,
2021). Secondly, dairy farming in Indonesia is 90% dominated by smallholder farmers
who rely on dairy cooperatives for most of their farming activities (Susanty et al., 2017).
As a social business, the organisation (Novkovic, 2008) is managed by leaders who are
part of smallholder dairy farmers communities that elected because of their capacity to
solve the problems faced by their community (Susanty et al., 2017). Finally, from the
theoretical point of view, the prior empirical studies on SEB formation are halted at
sociopreneurial intention as a dependent variable (Akter et al., 2020), which makes the
apprehension of converting sociopreneurial intention into behaviour still challenging
(Luc et al., 2019). Eventually, attention to the impact of sociopreneurial behaviour will
be less encouraging (Rahim et al., 2015).

This study involved psychological aspects of a person with the influence of external
factors in determining behavioural actions to solve community problems. Therefore, two
different characters of respondents are required to test the hypotheses. As the first
respondent, dairy cooperative leaders are assessed to examine the relationship of
empathy EM), perceived social responsibility (PSR) and self-efficacy (SEFF) with
sociopreneurial intention (SEI). Then, the relationship of SEI with SEB with facilitating
event (FE) as a moderator variable. Next is SEB's relationship with their individual farm
performance (IFP). Meanwhile, as the second respondent, smallholder dairy farmers
need to answer the questions specifically on the relationship between SEB performed by
dairy cooperative leaders and community improvement (CIM).

The samples were taken from the dairy farming areas of the West, Central and East Java
provinces in Indonesia. According to the Indonesian Central Statistic Beureu (2022),
those regions combined are home to 97,42% of the dairy cow population in the country
(Table 1.1). Correspon to that statistic, research on behaviour should involve respondents
with experience conducting the targeted behaviour since behaviour is an actual action
instead of perception or projection (Nsereko, 2020). Moreover, this study would like to
determine the impact of behaviour on the performer and the community. Hence, dairy
cooperative leaders are selected as the first and foremost respondents since they have
relevant experience. In contrast, smallholder dairy farmers are chosen as the second
respondent to determine the impact of behaviour on the community. That way, this
research has minimised bias.

1.7. Significance of Study

This study extends the social entrepreneurial behaviour (SEB) research by involving the
Indonesian smallholder dairy farmers' leaders and their communities as research
participants. These leaders have the position of dairy cooperatives management
personnel who look after their communities by performing SEB. Therefore, it has the
potential to significantly contribute both theoretical and practical, which explains as
follows.
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1.7.1.  Theoretical Significance

This study adds value to the body of knowledge in five correlated ways. First, one of the
most widespread psychological theories, the theory of planned behaviour (TPB), is being
extended to the smallholder dairy farming context, particularly in Indonesia. TPB (Ajzen,
1985; 1991) is an extension of the theory of reasoned action or TRA (Fishbein & Ajzen,
1975). Both are theories that were specifically developed to study human behaviour.
Therefore, the TPB is used to identify the psychological antecedents that form the social
entrepreneurial intention (SEI) of local dairy cooperative management personnel or
leaders of smallholder dairy farmers. The antecedent of this thesis are empathy (EM),
which corresponds with the attitude towards the behaviour (Mair & Noboa, 2006),
perceived social responsibility (PSR), which is a proxy of the subjective norm (Bazan et
al., 2020), and self-efficacy (SEFF) which is a subset of perceived behavioural control
(Ajzen, 1992; Mair & Noboa, 2006).

Second, TPB is a behavioural theory; meanwhile, most of the prior research in the social
entrepreneurial behaviour (SEB) formation is halted at SEI (Table 3.1; 3.2; 3.3; 3.4)
partly due to the notion that in the TPB model (Ajzen, 1991; Figure 2.1), an intention
will automatically create behaviour (Akter et al., 2020). TPB recognised the role of
external factors that may influence intention conversion to behaviour (Ajzen, 1985).
However, acknowledging that external factors' role is not depicted in the TPB model
(Ajzen, 1991; Figure 2.1). Nevertheless, it can be concluded that the process of
transforming intention into behaviour is not automatic. This thesis is a behavioural study
of dairy cooperative management personnel (leaders) and their smallholder dairy farmers'
communities in the scope of social entrepreneurship, which continues beyond the
intention. Thus, this present study utilised the TPB closer to its full potential.

Third, the entrepreneurial event model (EEM) concluded that entrepreneurial intention
still requires a trigger to be converted to entreprencurial behaviour (Shapero, 1982;
Krueger & Carsrud, 1993). Hence, EEM introduces the concept of precipitating or
displacing events that influence the entrepreneurial intention-behaviour relationship,
depicted in the framework (Figure 2.2). This concept was later redefined as facilitating
events to have more positive value by Krueger and Carsrud (1993). This thesis adapted
this concept from both EEM and TPB in validating the process of converting SEI into
SEB of smallholder dairy farmers leaders in Indonesia. Facilitating events from Krueger
and Carsrud (1993) is introduced as a moderator variable of the SEI and SEB relationship
(Figure 3.1). The empirical evidence of the facilitating event’s role in the conversion
process of SEI to SEB and the impact of SEB on the smallholder dairy farmers
community and their leaders add significant value to the literature.

Fourth, the social entrepreneurial intention model (SEIM) is the first SEB model
developed by Mair & Noboa (2006) based on the TPB (Ajzen, 1991) and the EEM
(Shapero, 1982). This model conceptualises and proposes the construct of SEI and SEB
(Figure 2.3). Besides, the explication of empathy, sense of social responsibility in the
name of moral judgment and self-efficacy as antecedents of SEB are introduced by this
model as well (Mair & Noboa, 2006). Therefore, this thesis has brought the concepts
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those exogenous variables, SEI and SEB developed by the SEIM (Mair & Noboa, 2006)
to the context of the smallholder dairy farming industry in Indonesia.

Finally, the present study also examines the impact of sociopreneurs performing SEB.
Therefore, this study extends the TPB and the EEM into the sociopreneurial behaviour
formation scope. This thesis conceptualises the impact of SEB according to the definition
of social entrepreneurship and social entrepreneurs. Academicians defined that
sociopreneurs should bring maximum benefits to the community by solving societal
problems while taking a little personal gain for the sociopreneurs themselves (Thake &
Zadek, 1997; Thompson et al., 2000; Brinckerhoff, 2001; Massetti, 2008; Zahra et al.,
2009; Zaremohzzabieh et al., 2018). Hence, community improvement (CIM) is
introduced as a construct to describe the impact of SEB on the smallholder dairy farmers'
community. At the same time, individual farm performance (IFP) is proposed as a
personal gain of the leaders. Furthermore, CIM is also placed as a mediator variable of
the SEB and IFP relationship (Figure 3.1).

1.7.2.  Practical Significance

Dairy cooperatives play a central role in Indonesia's smallholder dairy farming industry
(Susanty et al., 2017). They not only link the smallholder dairy farmers to the milk
processing companies (IPS) but also act as a safeguard for their communities (Sebayang,
2013; Susanty et al., 2017; 2019). Indonesian government shows their concern by
deploying institutional strengthening and capacity-building strategy for dairy
cooperatives and their personnel (The Coordinating Ministry For The Economic Affairs
Of The Republic Of Indonesia, Deputy For Food And Agriculture Coordination, 2018).
From the same source, this strategy is breakdown into mutual benefit partnerships with
any potential partners and human resources capacity development policies. Dairy
cooperatives are managed by sociopreneurs who are smallholder dairy farmers'
community leaders. Hence, it is essential to study the social entrepreneurial behaviour
(SEB) formation among local dairy cooperatives management personnel or known as
leaders and its impact on the smallholder dairy farmers' community and the leaders
themselves. This study brings practical implications to Dairy Cooperatives, IPS and
Indonesian Government.

This study provides insight into how much the leaders care about the issues faced by their
smallholder dairy farmers' community, how deep they feel the pressure to bear the
responsibility to act upon it and how strongly the leaders believe in themselves that they
can do something to solve the problems and improve their community condition. As an
institution, the dairy cooperative could consider the result of this study when they make
the criteria for management personnel candidates, which are elected every certain period
depending on the policy of each cooperative.

The present study reveals the role of facilitating events (Krueger & Carsrud, 1993) which
moderate the relationship between sociopreneurial intention and sociopreneurial
behaviour. Facilitating event (FE) is an external support where the government, IPS and
other parties are directly involved as partners to dairy cooperatives. The research findings
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would provide empirical evidence for the government to evaluate the current strategy
and policies related to supporting dairy cooperatives. Besides, the IPS may also review
their strategic partnership with the cooperatives to increase the mutual benefits for both
parties. On the other hand, it may open up an idea for dairy cooperatives to get other
partners or other kinds of support to benefit their smallholder dairy farmers' community.
Finally, with the presence of external support from partners, this thesis disclosed the
impact of dairy cooperative management personnel performing SEB on their community
and themselves. The impact factors are not just answered by the leaders but also by their
communities. Combining the empirical evidence of the SEB outcomes from this study
with the statistic of the national dairy cow population and national milk productivity can
be used as a consideration for dairy cooperative management personnel to conceptualise
a new social innovation to overcome the unsolved problems faced by smallholder dairy
farmers communities. Dairy cooperatives may propose the ideas to the government, IPS
and any other potential partners to support the programs.

1.8.

Definition of Terms

Eight constructs used in this thesis are specific to the present study. All of these variables
refer to definitions stated by scholars in the published articles, as summarised in Table
1.5. Details of each construct conception will be explained further in Chapter 3.

Table 1.5: Definitions of Terms

Construct Definitions Source
Empathy The ability to discern and vicariously | (Hockerts, 2015; Ip et
(EM) experience the emotional state of another | al., 2017; Usman et al.,
being. EM means a positive attitude toward a | 2021; Mair & Noboa,
particular community that is less fortunate or | 2006)
socially complex
Perceived Social | PSR is a feeling of wanting to help those in | (Ernst, 2011; Hockerts,
Responsibility | distress. It measures the level at which people | 2015, 2017; Bazan et
(PSR) sense that the population feels responsible for | al., 2020; Luc, 2020)
dealing with the issues of less fortunate
communities as a repercussion of perceived
social norms
Self-Efficacy People’s belief in their abilities to actuate the | (Wood & Bandura,
(SEFF) motivation, cognitive assets and courses of | 1989; Azjen, 1992;
action needed to exercise control over events in | Tiwary et al., 2017b ;
their lives. SEFF is a task specific oriented | Zhang et al., 2021)
which calculates individual capability to
perform a certain activity.
Social SEl is a person's belief and eagerness to create | (Tran & Von Korflesch,
Entrepreneurial a social business. It captures motivational | 2016; Ip et al., 2017;
Intention elements that affect people's behaviour and | Thomas et al., 2017; Shi
(SEI) efforts to spend on social ventures etal., 2019)
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Table 1.5: Continued

Construct Definitions Source
Social Specific behaviour conducted by individuals | (Mair & Noboa, 2006;
Entrepreneurial | that produce tangible outcomes for society. | Gielnik et al., 2015;
Behaviour (SEB) | SEB measures actions that a respondent has | Nsereko, 2020)
carried out in solving the community problems
Facilitating Event | An actual event which may facilitate the proses | (Krueger & Carsrud,
(FE) of entrepreneurial intention into behaviour | 1993)
since it is a complex relationship with longer
time lags.
Community CIM is a purposive strive to improve the | (Vogl, 2009; Capece &
Improvement community. It measures the impact of | Costa, 2013; Portela et
(CIM) individual conducting SEB on the community. | al., 2015)

Individual Farm

The performance of dairy cooperative leaders’

(Moran, 2008)

Performance small dairy farms which measures by related
(IFP) key performance index.
1.9. Organization of Thesis

This thesis is organized into six chapters to facilitate the ease of reading. Chapter One
contains the background of the study, problem statement, research question, research
objectives, the significance of the study and scope of study related to the formation and
impact of social entrepreneurial behaviour in the context of smallholder local dairy
farming in Indonesia. Next, Chapter Two explains the literature support related to social
entrepreneurship, social entrepreneurial behaviour, dairy cooperatives and the
underpinning theories used in this thesis. Subsequently, Chapter Three presents the
proposed conceptual research framework and hypotheses development. Following that,
Chapter Four describes the research methodology, philosophy, design, and analytical
tools to be used as a guideline in conducting this research. Therefore, in Chapter Five,
this thesis is able to display the data analysis and empirical findings following the
guidelines designed in chapter four. Finally, findings, implications of both theoretical
and practical, limitations of research and conclusion are discussed in Chapter Six.

1.10.  Chapter Summary

This chapter provides a guideline for the present study for the following few chapters.
The chapter started with an introduction to social entrepreneurship and social
entrepreneurial behaviour concepts in the context of smallholder dairy farming in
Indonesia. Subsequently, it described the background of the study, highlighted the
problem statements, listed the research questions and objectives, and discussed the scope
and significance of the study. Moreover, the definition of the constructs used in this study
is also summarised. The next chapter reviews the relevant literature used in underpinning
the theory to build the theoretical framework and justify the research variables selections.
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