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INTRODUCTION

Technology transfer or transformation of entrepreneurship digitalization is
increasingly important in changing local traditional techniques. It has become a priority
scale for regional and global development policies (World Bank, 2022; Tokar et al,
2022). Digital technology makes industrial boundaries easily penetrable (Szalavetz,
2022). Although technology transfer to digitize rural entrepreneurship creates new job
opportunities and drives economic growth, it also creates inequality (Ferrari et al., 2022).
Digital transformation impacts social inequality and economic competitiveness. Empirical
research found a negative impact on the use of social media (such as Instagram) on all
determinants of the psychological well-being of young people in Korea (Song, 2023).
Therefore, incentive policies are needed to increase community capacity. The digitization
technology revolution has created fear and uncertainty due to threats to unemployment
and inequality (Yusuf, 2021). Subsequently, previous studies recommended examining

policy tools that stabilize the economy during uncertainty.

The inequality problem has increased in various countries, including the European
Union. It has not been overcome by conservative and social-democratic economic
traditions (Wildowicz-Szumarska, 2022). Previous studies found empirical and theoretical
evidence that country-specificity causes inequality (Kot & Paradowski, 2022). In Asia-
Pacific, digital and technology divides have increased diversity of inequality because each
country has different technology investments and policy support (Akhtar, 2018). Market-
led growth alone cannot provide a community with a more prosperous and sustainable
future (Akhtar, 2018). Therefore, inefficient markets and an increase in leisure time
increase inequality (Boppart, 2021). Although contemporary digital technology has been
fascinating, inequality continues to increase (Qureshi, 2021). Economic inequality affects

individual decisions to engage in entrepreneurial activities (Xie et al., 2022).

This study aimed to explain various opportunities and challenges and avoid the
risk trap of uncertainty through social innovation. In rural areas, social innovation is not
about regime changes. It is about developing different social innovations in pluralism to
benefit the community (Slee & Polman, 2021). The current digitization revolution is
unavoidable and should be faced wisely. When family business actors do not follow the
digitization process, they become incompetent and lose their competitive position (Turuk,
2019). Therefore, this problem should be analyzed because it provides new challenges
for institutional policy authorities and independent innovation for other rural family

entrepreneurship.

This study builds on previous literature that used an exploratory sequential and
qualitative descriptive mixed methods design (Prasetyo & Setyadharma, 2022). The
previous qualitative descriptive analysis explored and identified key determinants in
digitizing rural entrepreneurship technology. Furthermore, the qualitative phase was used
in this study to build the quantitative phase. A systematic literature review approach is
needed to strengthen the analysis and increase the data validity and reliability. Previous
research only explained the relationship between digitalization and economic growth. The
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novelty of this manuscript not only explains the importance of digitalization in driving

regional economic growth and causes inequality in rural areas.

The first part of this manuscript explains the urgency of digitization technology
transfer because of its potential unwanted, invisible, and unknown impacts. The impacts
become apparent only after the digital technology is examined and implemented (Pansera
et al., 2019). This argument is getting stronger and more interesting because the significant
regional entrepreneurship gap should be considered an important problem for regional
policy (Rogalska, 2018). The second part explained the need for new institutional studies
on various determinants regarding entrepreneurship digitization, technology transfer, and
increasing productivity in encouraging economic growth (Zhang et al., 2022; Purohit &
Purohit, 2021). Furthermore, the discussion results, conclusions, and recommendations

were presented in the last section.

Human capital has become the most competitive and unique resource in developing
a modern digital regional economy (Prasetyo, 2020). It plays an important role in this
digitalization technology transformation (Zaborovskaia et al., 2020). Digital technology
transfer has encouraged entrepreneurship and contributed to new business economic
opportunities by creating new markets and reducing barriers for new entrants (World
Bank, 2022). ICT training should shift toward critical social and cultural practices that
encourage community participation in cultural life and official institutions to close the
digital human capital gap. It turned out that prosperity is strongly impacted by the
population’s education (Simovicova & Urbancikova, 2022; Paul, 2022).

Entrepreneurship digital technology transfer in rural areas increases regional
developments economic growth and innovation potential (Branauskas & Raisiene, 2022).
Digital transformation has profound policy implications for entrepreneurial innovation
(Mukesh, 2022). Rapid technological advances and increased digitalization technology in
rural areas have facilitated the development of modern agricultural processes (Purohit &
Purohit, 2021). However, digital entrepreneurial economic activity development depends on
using digital technology by individuals, communities, and governments (Turuk, 2019). This
condition necessitates future studies in various interdisciplinary fields to better understand

the digital entrepreneurship domain and encourage the achievement of the SDGs.

Established economists such as Adam Smith and Schum-peter have emphasized
that human capital and institutional factors are the two most important determinants of
economic growth (Prasetyo & Kistanti, 2020). The role of human capital and institutions
drives entrepreneurial competitiveness, quality, and sustainable economic growth. Other
studies found that human and social capital, institutional quality, and entrepreneurship
drive economic growth and sustainable competitiveness (Mthanti & Ojah, 2018). Therefore,
human capital and institutional factors measure established traditional entrepreneurial
technology in promoting economic growth and sustainable competitiveness (Prasetyo
et al., 2021). The industrial revolution and the increasingly widespread digitization of
technology transfer have caused a decline in human capital accumulation, institutions,
inequality, and fear (Qureshi, 2021).
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The economy built through digitization technology transfer has provided a new
impetus for sustainable economic development, inequality, and fear (Branauskas &
Raisiene, 2022). The digital transition process has demonstrated an enormous capacity
to develop and implement sustainable solutions. According to previous studies, digital
technology transfer in rural areas could have positive and negative impacts (Morris et
al., 2022). The positive impact could still be maximized to reduce the negative impact
(Ferrari et al., 2022).

In institutional theory, social capital strongly impacts the relationship between
institutions and entrepreneurship. The theory shows that informal and formal institutions
are important in reducing moral hazards in reward-based crowdfunding (Lin & Pursiainen,
2022). Formal institutions could build informal institutions when regulatory changes
strengthen entrepreneurs and reduce social capital (Lin & Pursiainen, 2022). Since formal
institutions are often ineffective, informal institutions could be an adequate substitute for
economic transactions in low-income communities (Prasetyo et al., 2022; Danquah & Sen,
2022). The informal institutions cover community norms such as religious, social, cultural,
economic, political, and security that control individual behavior in socioeconomic
transactions. Furthermore, transformational and social capital and resilience are relevant
informal institutions for leadership (Urbano et al., 2021).

This study examined how digitization technology transfer in rural entrepreneurship
could drive regional economic growth while increasing inequality. The urgency of this
study is how to mitigate the resulting negative impacts. The topic question was the effect
of entrepreneurial digitization technology transfer on human and institutional factors
and traditional technology in rural areas. Nambisan et al. (2019) recommended that
future study themes should explain the implications. Therefore, this study could serve as
important information and policy implications for mitigating the negative impacts and

driving regional economic growth.

This study aimed to complement the socioeconomic innovation theory of capitalism
from Schumpeter and Karl Mark. The theory of the capitalist socioeconomic system has
more monetary dimensions through the corporate social responsibility model. Moreover,
the model of capitalist society’s social and economic evolution system is a competitive
social innovation process between large companies (Yay & Yay, 2022). The slight difference
between the two lies only in the value theory and analysis of social class. However, the
capitalist system model cannot reduce inequality in a humanistic and just manner. This
study implies that new theoretical models based on social innovation, such as the SSE
system model, are needed to mitigate the negative impacts of digitization technology and

global climate change.

Explicitly, this article uses a new approach of SSE as a novelty of a more humanistic
innovation approach in overcoming the gap. This SSE approach tends to combine economic
and social approaches. As a social intra-entrepreneurship innovation, the previous theory
has a good concept regarding the scope of human business (Carvalho, 2022). The penalty
is because capitalism is more materialistic in the socioeconomic system model. The SSE

system model formed from community social awareness is more humanistic and oriented
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toward balancing socioeconomic life for the common good. It is more gender-just, more
feasible, and sustainable. The model aims to achieve shared socioeconomic welfare in
society in a humanistic, decent, and more just manner. In line with previous studies,
the SSE system model could be a new solution to mitigate inequality and encourage the
achievement of the SDGs (Joel & Nel, 2021).

METHODS

This study used a two-stage mixed methods design approach. The early stages
were more exploratory sequential mixed methods design (Prasetyo & Setyadharma, 2022)
using qualitative and quantitative empirical data sources. An exploratory sequential mixed
methods design was used to explore, integrate, and synergize data sources. It helped
examine absorption problems in the digitalization technology transfer in dynamic and
complex rural areas (Fetters & Tajima, 2022). The data used in this qualitative analysis
were collected using a sample survey of 57 respondents comprising family entrepreneurship
actors (Prasetyo & Setyadharma, 2022).

Furthermore, this information source was used to reinforce quantitative analysis in
the second stage. A representative sample of 125 respondents was taken by simple random
sampling. Appropriate to the exploratory design, qualitative data were used as purposive
and snowball sampling techniques for further exploration. However, this exploratory design

focused on core variables of rural entrepreneurship digitization and inequality.

n
1Gx=1=Y"fi (= Yip)
i=1

Table 1. Diagnostic Variables in Research

Variable Operational Description

Regional Economic Growth GRE is the level ratio of the output growth and productivity of individuals

(GRE) and families on society’s total productivity and output growth
HC is the ratio of education, solidarity, attitude, ability, aspiration,
Human Capital (HC) and individual and family entrepreneurial spirit compared to the total
community.

This LI regards technology transfer and social innovation. LI is the ratio
of the complex capture capabilities of formal and informal institutions to
the community business environment that applies technology transfer and
innovation to develop new products and markets.

Local Institutions (LI)

LTT is a non-computerized local traditional way or work culture. It is the
Local Traditional Technology ecosysterp ratio of the governarjce ac‘tlvmes, capital, cult'u.re, ‘support
(LTT) services, infrastructure, talent, basic services, and other creativity inherent
in individuals and families without using the internet tools in their
entrepreneurial business activities.

EDT is the ratio of entrepreneurial business activities based on computer
technology and internet networks to the level of readiness; digital
infrastructure, digital platforms, digital enable, and digital safeguards.

Entrepreneurial Digitization
Technology (EDT)

Source: abstracted by researcher
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The second stage used a descriptive and quantitative explanatory design approach.
However, quantitative descriptive methods were used with standard multiple correlation
regression models appropriate to the main problems and objectives. The operational
definition of variables followed the limitations of Giones and Brem (2017).

Table 1 shows the operational definitions of variables. All quantitative variables
in Table 1 were measured using the general formulation of the Gini index ratio. The
minimum and maximum ratio index values are 0.00 and 1.00, respectively. Therefore,

the IGx symbol is the ratio index value of the variables measured.

The entrepreneurial technology variable is a well-established basic concept in the
academic world (Giones & Brem, 2017). Giones and Brem (2017) distinguished local
and digital technology entrepreneurship from digital entrepreneurship or economy.
Digital entrepreneurial technology is the most important element of the transition to a
digital economy. It is a crucial factor driving the acceleration of regional development
(Prasetyo et al., 2022). In contrast, entrepreneurship digitization means applying digital
technology transfer. The role and function of technology transfer in rural entrepreneurship
is a conceptualization between digital and local entrepreneurship technology (Giones &
Brem, 2017). According to Schumpeter’s theory, digital entrepreneurship technology is
the transfer of digital technology or digital transformation. It results from the evolution
of socioeconomic entrepreneurial innovation (Prasetyo et al., 2022). Furthermore, the
purpose of quantitative analysis was explained using multiple linear correlation regression

models as a standard form of OLS as follows:

REGx = ap+ al.HCx + az.le + (X3.ELTx + & (1)
REGx = :BO + ﬂl-HCx + ﬂz.le + B3EDTx + & (2)
REGx = 7y + 7Z'1HCx + 7Z'2.L1x + 7Z'3.ELTx + 7Z'3.EDTx + &3 (3)

The model 1 equation shows the contribution of human capital (HC), related
local institutions (LI), and local entrepreneurial technology (ELT) to regional economic
growth (REG). Equation model 2 describes a new model of digital technology
transfer. It shows the contribution of human capital (HC), local institutions (LI), and
entrepreneurial digitalization technology (EDT) to regional economic growth (REG).
Model 3 is a complete combination model showing the contribution of human capital,
local institutions, local entrepreneurial technology, and digitalization technology to regional
economic growth. In this study, the technology dimension of local entrepreneurship is
the traditional entrepreneurship technology. Regional economic growth was measured as

a proxy for the output growth of the sample entrepreneurs.

RESULTS AND DISCUSSION

This study aimed to explain the importance of socioeconomic policies and human
capital in supporting economic digitalization amid the Industrial Revolution and mitigate
the resulting negative impacts. Human capital quality is fundamental to developing a

contemporary and sustainable global society. It is the key feature of the measurement
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dimension of human resources in society’s socioeconomic development. Human capital
quality helps derive other main factors that trigger positive and negative changes.
Furthermore, the important role of digital human capital in the socioeconomic system

in the digitization era could reveal other important potentials.

Digitization technology in rural areas changes institutions by encouraging
entrepreneurship and regional economic growth. At the beginning of digitalization
technology entering the village, institutional changes encouraged new entrepreneurial
opportunities and regional economic growth. Digital technology changes develop faster than
institutional responses. Therefore, institutional capacity cannot respond to the pressures of
these changes in assisting the community’s economic transactions and mitigating regional
inequalities. This study used limited data to explain institutional strategies in responding to
these changes, ensuring their role is less effective in economic transactions. It only obtained
limited information when formal institutions felt comfortable and lazy following the fast
and dynamic changes. Therefore, the less effective role of formal institutions is replaced
by informal institutions. This phenomenon may be similar to a cocoon-based institutional

flexibility strategy and the temporary role of cocoon institutions (Wu et al., 2021).

The results in Table 2 show that the role of human capital in models 1, 2, and 3
provides the first positive and most considerable significant value of standardized coeficients.
This result means that human capital is the first and most significant contribution to
encouraging regional economic growth with traditional or digital technology transfer.
Although the role is slightly smaller than institutional factors in model 2, there is no
significant difference between the two factors. Furthermore, the role of formal institutions
decreases in model 3, the most important model in this study. It means that the role of
formal institutions is not effective. Previous studies suggested that informal institutions
could substitute the often absent and less effective formal institutions in the economic
transactions of low-income communities (Danquah & Sen, 2022). Therefore, the GESI’s
role in community economic transactions through social and financial culture and other
local potentials is the primary social innovation embryo of informal institutions as a

substitute for formal institutions.

The increasing role of institutions in model 2 is only temporary. In model 3, the
role of institutional factor contribution decreases. The role of human capital contribution
is positive, significant, and extensive. The increasing role of these institutional factors was
temporary and driven more by the response to political and institutional compliance to
government policies given during the COVID-19 pandemic. Previous qualitative studies
found a sense of comfort and institutional reluctance to adapt to digital technology’s
dynamic and fast development (Prasetyo & Setyadharma, 2022). They are more
comfortable with things that happened before than following the dynamic digitization
revolution that changes quickly. However, analyzing a community’s economic evolution

is impossible without including organizational, institutional, and social change (Yay &
Yay, 2022).
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Table 2. Results on the Role of Technology Digitization Transfer on Regional Economic Growth

Unstandardized Standardized Collinearity
Model Coefficients Coefficients t-stat Sig. Statistics
B Std. Error Beta Tolerance VIF
1 (Constant) .004 .040 .105 917
HC 476 .077 461 6.161 .000 462 2.162
ELT 263 .074 .283 3.538 .001 405 2.468
LI 241 124 .189 1.944 .054 274 3.652
2 (Constant) .056 .038 1.486 .140
HC 463 .079 449 5.859 .000 461 2.168
EDT 144 .054 167 2.639 .009 677 1.477
LI .651 109 511 5.964 .000 .368 2716
3 (Constant) .006 .037 .153 .878
HC 461 .073 447 6.328 .000 461 2.168
LI .346 119 271 2.893 .005 261 3.830
ELT .345 .073 372 4.742 .000 374 2.674
EDT 212 .052 247 4.069 .000 .625 1.601

Dependent Variable: regional economic growth (REG).

Source: processed by the researcher

In Table 2, the results in model 1 could be considered standard and generally
accepted (Prasetyo & Kristanti, 2020; Prasetyo et al., 2021, 2022). This study focused
more on models 2 and 3. In model 2, the role of digital technology transfer in rural areas
is positive. This result means that digital technology transfer could significantly encourage
regional economic growth proxied by the output growth of the sample entrepreneurship
actors. However, the role of digitization technology transfer is the smallest compared to
human capital, institutions, and traditional technology. The small contributing factor is

theoretically reasonable as digital technology enters society.

The quantitative study strengthens the previous finding that digital technology
transfer could increase job opportunities in rural areas and encourage regional economic
growth. However, it has only increased family productivity without improving total
community productivity in its entrepreneurial efforts. This condition implies that the
subsequent impact would increase income inequality in the sample rural areas. Although
the positive impact of digital technology could still be increased, it cannot reduce the
negative impact. Therefore, the results contradict the previous studies that state that the
positive impact of digitization could reduce the negative impact (Ferrari et al., 2022). The
main results of this research further emphasize the need for collective awareness integrated
with institutional systems and community entrepreneurship to encourage economic growth
and mitigate inequality.

The decreasing role of formal institutions causes the community’s socioeconomic
inequality. However, this inequality has created a collective and positive awareness for
individuals and community groups to participate in making decisions and forming new

informal institutions. This study supports the logical statement that economic inequality
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affects individual decisions in entrepreneurial activities (Xie et al., 2022). Furthermore, the
finding is supported by model 3, where the contribution of digital technology factors is
the smallest. The role of institutional factors is also weakening compared to the previous

contribution in model 2.

The role of social capital is weaker in families that benefit from absorbing digitization
technology. The family’s increasing productivity and weakening social capital reduce total
average productivity and increase income inequality. These phenomena lead to new social
innovation embryos supporting the community’s lives. The results support previous studies
that the weak family social capital causes the loss of another family’s entrepreneurial wealth
(de Groot et al., 2022). The qualitative inductive analysis found that family social capital
was built by adopting digitization technology. It was built on the monetary dimension
of managing family businesses, making them socially object to sharing. However, a social
finance culture has emerged as a positive driver and a solution to living together in the

community’s economic transactions.

This study also captured positive indications of social innovation from the role of
gender equity and social inclusion (GESI). It is challenging to conduct studies on social
finance in the future. GESI plays a positive social-financial role in strengthening the local
community’s social capital. The indications of social innovation are seen in the behavioral
pattern of economic entrepreneurship transactions and are less reflected in conventional
entrepreneurship. However, the results cannot explain the actual pattern of GESI behavior
in shaping social finance to manage and maintain SSE relationships. This study captured
the framework for the positive role of GESI in SSE in the community. It could be the
phenomenon of social innovation from the framework considered to explain the effect of
entrepreneurial theory on emancipatory practice or emancipated social imagination (Laine
& Kibler, 2022). Therefore, the results strengthen the relationship between the flexibility
of the external cooperation model and innovation in SMEs, including institutional change
(Wu et al., 2021).

This study has increasingly interesting empirical and theoretical implications
from the community’s socioeconomic theory perspective. First, the emergence of the
SSE system has not benefited from digital technology transfer in their business. The
community is willing to collaborate to utilize the local potential for mutual prosperity.
The quantitative interpretation in model 3 shows that regional economic growth is driven
more by local than digitization technology. The SSE system model is emerging because
it is based on community awareness to help each other. Therefore, it differs from the
capitalist socioeconomic theory driven by large companies and corporations’ corporate
social responsibility (CSR) role and focuses on the monetary dimension. Although digital
technology related to CSR could lead to responsible digitization (Cardinali & Giovanni,
2022), cultural behavior differences cause its role to remain suboptimal. Therefore, the
results support Cera et al. (2022) that the demographic role of CSR in Slovakia and the
Czech Republic is different and could be explained through cultural disparities.

The second implication is the potential optimization of the community’s local

wisdom to maintain capital with a social and financial dimension. The results explain the
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emergence of SSE without being realized. However, the community feels the same fate
to survive the COVID and global climate change impact and its inability to absorb the
new digitization technology. The respondents stated that digital technology was important.
However, their capabilities could not match the speed of digitization technology. The
respondents are not well-versed in digital technology that could be appropriately utilized
to optimize their businesses. Most use digital technology only for children’s games and
do not understand its benefits in managing their business. However, this occurs in rural
and urban areas, though this study did not examine the differences between these regions.
The results support Ciolek (2022) that science is important for urban areas, but social

capital is the primary key for rural areas.

CONCLUSION

Digitization technology transfer encourages regional economic growth in rural areas
and increases family entrepreneurship productivity. Transferring digitalization technology
to rural areas strengthens human capital, improves local entrepreneurial technology, and
creates flexibility for community institutions. However, this technology has not increased
the community’s total productivity. The positive impact has not reduced the negative

impacts caused but has increased inequality.

The role of institutions increased when digitization technology entered the
countryside, but the role of human capital remained dominant. Later, formal institutions
became less effective and were replaced by informal institutions. This condition was based
on the potential of local wisdom and social capital through human capital digitalization
as the SSE system model. Furthermore, the SSE system model is driven by integrating
the potential local wisdom and social capital. Human capital digitization could mitigate

inequality and drive competitiveness and sustainable regional economic growth.

This study captured the potential role of local wisdom, especially the emergence
of GESI behavior patterns and social capital financial culture in forming informal
institutions. The role is increasingly visible, especially in social entrepreneurship.
However, the study used limited representative data to examine this problem, which
requires further exploration by future studies. The results could add to the understanding
of the implications of institutional policy. Theoretical contributions are also expected
to add knowledge and complement the understanding of new institutional theories
and entrepreneurship. It is recommended that future research examine integrated
collective awareness and collaborate with community institutional systems and social

entrepreneurship to mitigate better the inequalities that occur.
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