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PREFACE  

Dear readers!  

 
It is my pleasure to present You with a collection of papers from the 3rd 

annual International Scientific Conference of Business Economics, 
Management and Marketing ISCOBEMM 2018 organized by the 

Department of Corporate Economy of the  Faculty of Economics and 
Administration of Masaryk University and held in Pruġ§nky - Nechory, 

Czech Republic.  

 
The third conference proved both the growth potential from the previous 

two years and the viability  of the conference idea.  
 

The topic  of the third conference was ñModern trends in corporate 
management -  the world of opportunities .ò The broad topic was covered  

by concrete topic papers of Finance and Economic Analysis, Human 
Resource Management, Marketing, Innovation, Business and Managem ent 

and Social Issues of Todayôs Business including gender roles, family 
business, and  cultural diversity and price fairness.  

 
Participants from numerous universities from the Czech Republic, Poland, 

Slovak Republic, Hungary, Croatia, and  Austria were acco mpanied  by 
researchers from more distant places like Macau or Colombia. These 

proceedings present their latest findings. I hope you will find them as 

inspirational as direct attendants of the conference.  
 

This year venue was located  in the picturesque vil lage of Pruġ§nky-
Nechory, located in the heart of significant  wine region of the Czech 

Republic. The schedule of the conference itself continued in the scheme of 
the previous ones and confirmed the right settings  of such a venue. 

Therefore,  we will  hold th e conference in Pruġ§nky-Nechory again . We are 
looking  forward to even greater audience sharing their  knowledge and 

research in the future.  
 

Petr Such§nek  
Head of the Department of Corporate Economy   
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Evolving Organizational Capabilities through Organizational 

Design: Influence of Strategy, Structure and Organizational 
Processes  

Ana Aleksic 1  

1 University of Zagreb  

Faculty of Economics and Business, Department of organization and management  
Trg J. F. Kennedy 6, 10 000 Zagreb  
E-mail: aaleksic@efzg.hr  
 

 
Abstract: Achieving competitive advantage challenges organizations to shift their focus to its 
internal strengths, acquiring and using its resources to develop organizational capabilities. 
However, not just to possess valuable, rare, unique resources that are difficult to imitate, but also 
to be organized and designed in a way that enables the full potential of these resources to be 
exploited and lead to creation of superior organizational capabilities. Organizational design serves 

as a powerful driver in recognizing and developing capabilities, especially through its strategy, 

structure and organiza tional processes. This paper analyzes theoretical framework on the relation 
between presented variables of organizational design and operational and dynamic capabilities, and 
tests it empirically on a sample of 121 organizations. Results of the empirical r esearch indicate a 
strong connection and role played by strategy, structure and organizational processes in developing 
both forms of organizational capabilities. The paper contributes to current research by providing 
evidence that it is possible to purpose fully design organizational elements to match organizational 

resources with its goals, that is, to enable the development of both operational and dynamic 
capabilities.  

Keywords:  organizational design, strategy, structure, process, organizational capabiliti es 

JEL codes:  L22; L 25; M19  
 

Introduction  

Modern approaches to strategy and competitive advantage emphasizes the importance of internal 

resources and capabilities as opposed to the traditional approach that saw competitive advantage 
determined solely by  market positioning and organizational decisions related to the environment 

and industry in which organizations operate. In modern business conditions organizations are 
turning towards internal organizational strengths and creation of organizational capabi lities, that is 
to the specific forms of coordination and use of existing organizational resources within defined 
organizational framework and environmental conditions.  
 

Development and evolution of organizational capabilities however is not uniform and ea sy. Many 
factors influence and mutually intervene in this process. Still, the evolution itself begins within 
organization and its organizational design framework. Theoretical relationship between 
organizational design and organizational capabilities has be en recognized in the literature (e.g.    
Lawler, 2001; Miller et al., 2002;  Erdil et al., 2010; Sako and Chondrakis, 2017 ). Development of 
both forms of capabilities, operational and dynamic capabilities, is considered to be in large the 

result of the top management abilities, but also results from the impact of organizational 
processes, structure and strategy that were created to ensure execution of organizational activities. 
Although recognized, concrete researches related to the interaction between these  variables are 
missing. As some others emphasize (e.g. Montealegre, 2002; Newbert, 2007; Abell et al., 2008; 
Phong Tuan and Yoshi, 2009) additional studies are needed that will address and take into account 
the context of the organization itself and study micro mechanism through which capabilities are 
developed. This paper addresses this research gap by analyzing the process of organizational 

capabilities evolution by exploring the role of organizational design in that process, more 
specifically the role of  strategy, structure and processes in the development of operational and 
dynamic capabilities.  
 

1 Characteristics and role of organizational capabilities  

Beside traditional material resources that include land, capital and work, literature recognizes and 
emphasizes the importance of other material and non material resources and capabilities in 

creation of above average economic rents (Ticha, 2010).  This re source based view, as one of the 
major approaches in strategic management, emphasizes type, size and nature of resources and 
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capabilities as important determinants of organizational profitability (Amit and Schoemaker, 1993). 

Organizations are considered to  have a unique set of resources and capabilities, and ownership 

over these resources, along with the benefits that organizations can achieve with their 
transformation, determines differences among organizations (Amit and Schoemaker, 1993; 
Peteraf, 1993; Ba rney and Clark, 2007). However, the key is not just in possession of valuable, 
rare, unique resources that are difficult to imitate, but also to be organized in a way that full 
potential of these resources is reached and leads to creation of superior organ izational capabilities.  
 

Organizational capabilities, as a special form of resource, are characterized by dynamic 
mechanisms that enable organizations to acquire, develop and implement other resources to 
achieve superior efficiency (Lado and Wilson, 1994).  They represent organizational ability for 
coordination and usage of resources, tangible and intangible, in order to carry out the specific task 
or activity for organization to achieve desired goals (Grant, 1991; Amit and Schoemaker, 1993), 
but also to cre ate and sustain superior performance. Hesselbein and Goldsmith (2009) consider 

capabilities presents something that organization is doing well and how it manages its activities to 
gain value. Ulrich and Smallwood (2004) consider them as the organizational DNA, while Dosi et al. 
(2000) suggest they can be understood as organizational "know -how" that enables organization to 
perform and upgrade its existing activities.  

Research has shown that there is a significant connection between  organizational resources, 
capabilities, organizational system and effectiveness (Raduan et al., 2009), but also among 
organizational capabilities and competitive advantage (Phong Tuan and Yoshi, 2010). 

Organizational capabilities are therefore considered a critical success factor a nd main source for the 
creation and development of sustainable competitive advantage.  
 
Each organization develops its own configuration of resources that is incorporated in the reality of 
its competitive market, previous paths of development, as well as po tentials and requirements of 
its environment  (Erdil et al., 2010). Therefore, it is impossible to list all potential capabilities that 
can be a source of advantage, as they can be found in every single activity that is performed by 

organization and along m ultiple dimension of an activity ( Collis, 1994). Nevertheless, researchers 
agree capabilities can be distinguish regarding their role in organization and differentiate among 
operational capabilities (also called "zero -  level" or "functional" capabilities)  and dynamic 
capabilities ("higher level" capabilities). Operational capabilities are focused on the configuration, 
coordination, integration and use of existing organizational resources. They reflect ability to 
perform basic everyday functional organizational activities allowing organizations to perform in the 

short run (Collis, 1994; Winter, 2003; Flynn et al., 2010). As such they are usually classified 

further through a standard functional classification of capabilities i.e. marketing capabilities, 
production capabilities, information technology capabilities e tc. Several researchers (e.g. Dutta et 
al., 205; Song et al., 2005) indicate capabilities related to customers, manufacturing and 
technological capabilities and complementarities among them are the most significant drivers of 
performance. Therefore, this p aper orients on the production, marketing and technological 
capabilities, as the three key operational capabilities. Their short overview is presented in table 1.  

Table 1  Characteristics of different operational capabilities   

Capability  Characteristics  

Production capability  aimed at efficiency of production process, cost minimization, 
higher quality and product superiority; involves activities 
oriented towards products and services  

Marketing capability  includes knowledge on customers and competitors, integration 

of marketing activities, skills in market segmentation, 
efficiency in price system and promotion   

Technological capability   activities regarding exploration and exploitation of technology; 

enables technological expertise  

Source:  Bergek et al., 2008; Acar and Zehir, 2009; Kuivalainen   et al., 2010.  

Dynamic capabilities, are more long term oriented, trying to adapt, reconfigure, extend or modify 
existing internal resources and  operational capabilities in order to bring the organization into line 
with the requirements of a changing environment (Teece et al., 1997; W inter, 2003 ). Therefore, 
dynamic capabilities can be evaluated as an evolutionary process that includes seek (varia tion), 
selection (evaluation) and routinization (retention) (Zollo and Winter 2002). The reason for this is 
that these capabilities are consisted of information - retrieving activities that unveil the need for 

change, look at the variation of existing resour ce, select new ones and implement it. Based on this 
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characteristics Teece et al. (1997) and Pavlou  and  El Sawy (2011) differentiate sensing, learning, 

integrating and coordinating as basic dynamic capabilities Their characteristics are shown in the 

table 2 . 
 
Table 2  Characteristics of different dynamic capabilities   

Capability  Characteristics  

Sensing capability  spot, interpret, and pursue opportunities  

Learning capability  revamp existing operational capabilities with new knowledge  

Integrating capability  embed new knowledge into operational capabilities with 
collective sense -making  

Coordinating capability  deploy tasks, resources, and activities in reconfigured 
operational capabilities  

Source:  Pavlou and El Sawy (2011)  
 
As it can be concluded from the above one of the basic characteristic that differentiates between 

dynamic and operational capabilities is orientation towards change as the dynamic capabilities are 
those that manage the rate of change in operational capabil ities. Furthermore, dynamic  

capabilities are oriented towards the future, while operational are more related to the competition 
in the present time.  
 
When it comes to development of both, operational and dynamic capabilities there are certain 
researchers t hat attribute their development to luck (e.g. Barney, 1986). However most authors 

agree that it is possible to consciously act on the development of capabilities, considering that 
development is a long - lasting, complex process influenced by many organizati onal variables 
(Montealegre, 2002). It should be taken into account that capabilities are the result  of complex 
interaction between resources, their coordination and integration through appropriate 
organizational processes and design . 

2 Organizational desi gn and its role in the evolution of organizational 

capabilities  

Organizational design is a creative process for designing and aligning elements of an organization 
to efficiently and effectively deliver the purpose of an organization and achieve high level s of 
organizational performance (Hinrichs, 2009). It presents a whole sequence of work that results in 

an alignment of vision/mission, values/operating principles, strategies, objectives, tactics, systems, 
structure, people, processes, culture and performa nce measures in order to deliver the required 

results in the operating context of the organization (Stanford, 2007).   
 
It has also been recognized that organizational design serves as a powerful driver and initiator in 
recognizing and developing capabilities: in integrating and coordinating resources, strategies, 
structures and processes for developing capabilities, expanding them through organization, and 
directing capabilities to exploit appropriate market opportunities (Miller et al., 2002). Th erefore, 
when it comes to decisions on developing capabilities, organizational elements need to be 

considered as an integral part of these decisions (Amit and Schoemaker, 1993). This allows 
organization to be different from others and implement its strateg y through development of a 
company's specific capabilities. As such organizational design results not only in the 
implementation of strategy but its real contribution for many organizations is development of 
superior organizational capabilities to (Miller,  2005).  
 

Although organizational capabilities are a result of the overall organizational system ( Collis, 1994;  
Lawler, 2001), researchers emphasize special attention in their development needs to be given to 
organizational strategy, structure and processe s ( Ulrich and Lake, 1991; Miller et al., 2002). 

Capabilities get their primary, conceptual framework, through organizational strategy that defines 
paths of development, type and characteristics of capabilities. Apart from this, strategy also 
provides an un derlying framework of organizational design defining the division and coordination of 
activities in the organization, i.e. the structure and processes of the organization through which it 

ensures and directs the development of capabilities and encourages t he desired behavior. At the 
same time, strategy directs the evolution of capabilities through development of routines that 
enable the continuous change of existing routines and resources that no longer contribute to the 
creation of value within the organiz atione (Teece, 2007). Along with the strategy, as stated above, 
organizational structure and processes are of particular importance. The structure itself, that is 
division of labor within an organization, shapes both current and long - term business developm ent 
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opportunities and affects the operational and dynamic capabilities (Jacobides, 2006). The way 

organizations are structured will shape the nature of possible solutions, as well as the breadth of 

activities and roles that individual organizational units can provide for development of capabilities. 
The structure operates primarily through the decision on allocation of resources, but also the 
division of activities and their coordination within the organization. What is more important is that 
the structure through its structural dimensions of formalization, specialization and centralization 
facilitates or disables the speed of communication and flow of information within the organization. 
This is one of the key roles of structure in development of dynamic ca pabilities as structure, 

through the flow of information and freedom of decision making, enables decisions are made where 
the greatest need for change of existing operational capabilities is. While the structure allows for 
task and resource allocation, bus iness processes enable the coordination of different resources, 
activities, and routines throughout the organization into unique and organization -specific 
capabilities. In other words, organizational capabilities are based on the use of organizational 
proc esses and their interconnectedness and coordination (Stalk et al., 1992). In doing so, the 

processes have three key roles, namely: (1) coordination and integration; (2) learning and 
transferring of new knowledge; and (3) reconfiguration when needed (Teece et al., 1997). While 
the role of coordination and integration is more related to operational capabilities and hence a 
more static concept, learning and reconfiguration are more related to dynamics and 
transformational concepts, and as such are more related  to the role of processes in development of 

dynamic capabilities. In addition to managing their co -ordination and transformation, processes 
also represent mechanisms through which capabilities are presented on the market. At the same 

time, only when proces ses are deeply rooted, when they become a part of everyday business 
practice and the established way of doing business, continuous contribution of the fundamental 
roles  and tasks of the processes in the creation and development of  capabilities is ensured.  
 

3 Methodology  

In order to test the proposed theoretical relations between organizational design and capabilities, a 
research model was designed and tested.  The model tests the connection of individual elements of 

organizational design, namely characterist ics and level of development of strategy, structure and 
processes with both forms of organizational capabilities. Empirical research was done on a sample 
of large and medium sized organizations in Croatia. Questionnaire was used as a method of survey 
and w as sent to executive directors of 1731 medium and large sized organizations in Croatia (data 
received from Croatian Chamber of Economy). Response rate was 7% and after excluding several 
responses that did not satisfy research criteria, a total of 113 quest ionnaires were analyzed. M ost 
of the organizations in sample were large sized (57,52%), from manufacturing industry and retail 

(each with 16,8%). According to their ownership structure 18,59% of organizations was in public 
or mostly public ownership, while  81,42% of them had been in private or mostly private ownership.   
 
Through the questionnaire respondents were asked, by using Likert scale from 1 to 5 (1 -  never, 5 
-  always), to estimate how different statements refer to their organization. First part of  the 
questionnaire measured level of development of different organizational capabilities. Measure for 
operational capabilities consisted of 21 statement and was based on questionnaire for measuring 

production capabilities developed by Acar and Zehir (2009 ) and for marketing and technological 
capabilities developed by Kuivalainen et al. (2010). Regarding dynamic capabilities, the measure 
consisted of 21 statement and was developed by Pavlou and El Sawy (2011).  
 
In relation to characteristics of design eleme nts, features that have been theoretically recognized 
to enable development of capabilities were selected, namely degree of flexibility of organizational 

structure, success of strategy implementation and maturity of business processes. The degree of 
flexib ility is assessed through the level of centralization, formalization and specialization, the main 
elements and dimension of organizational structure. Higher level of flexibility implies lower level of 
centralization, formalization and specialization. Measu re of flexibility consisted of 13 statements (3 
formalization, 7 centralization, 3 specialization) and was developed by Olson et al. (2005).  

 
Successful implementation of strategy implies a recognition and understanding of strategy and 

strategic process in side organization. It is characterized with clear definition of responsibilities and 
powers, employee involvement in strategy development, strategy outline in the operating plan 
system, implementation of a pilot program prior to implementation, and upgradi ng and 
improvement of the strategy if needed during the implementation process. Measure used to assess 
critical factors of successful strategy implementation consisted of 7 statements and was developed 
by Andrews et al. (2009).  
The maturity of business pro cesses implies the degree of process orientation in organization, i.e. 

the degree to which business processes are rooted within the organization and contribute to its 
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overall functioning. It was assessed through three different aspects: existence of proces s view 

inside organization, relation of business processes and workplace and process management and 

system of process measurement. Measure consisted of 11 statements and was developed by 
McCormack (2001).  
 
All of the measures, except the measure for specialization, showed high internal consistency and 
Cronbach alpha coefficient above cut value of 0,7 (Feldt and Kim, 2008 ).  Specialization exhibited 
Cronbach alpha value of ,567, and in spite of several interventions, it was not possible to increase 

the level of internal consistency  so questions related to specialization were excluded from further 
analysis.  
  

4 Research results  

Table 3 present descriptive data on the mean values and standard deviation of analyzed variables.  
 
Table 3  Descriptive analysis o f analyzed variables   

Variable  

N  Mean  
Standard 
deviation  

Dynamic capabilities  113  3,4201  ,69562  

Sensing capability  113  3,6327  ,71735  

Learning capability  113  3,3965  ,77089  

Integrating capability  113  3,2655  ,78805  

Coordinating capability  113  3,3858  ,78090  

Operational capabilities  113  3,7512  ,59210  

Production capability  113  3,6792  ,78966  

Marketing capability  113  4,0147  ,55744  

Technological capability  113  3,5597  ,71047  

Formalization  113  3,0295  ,88703  

Centralization  113  3,0771  ,73739  

Flexibility of organizational structure  113  3,1742  ,53032  

Strategy implementation  113  3,3805  ,80260  

Business process maturity  113  3,4385  ,75263  

Source:  authors calculations  

When looking at the mean values results indicate analyzed organization to have significantly 

developed operational capabilities ( x = 3.7512) with marketing capabilities being the most 

developed ones ( x = 4.0147). Dynamic capabilities are somewhat less developed than operational 

capabilities ( x = 3.4201), with sensing capability as the most developed one ( x = 3.6327). As 

other forms of dynamic capabilities are a bit less developed, results imply analyzed organizations 
have recognized the need to seek and observe the environment for new possibilities, monitor and 

forecast possible chan ges, but still need to developed internal mechanism and routines to learn, 
integrate and coordinate new capabilities in the existing organizational framework. When it comes 
to mean values of variables related to organizational design, results indicate orga nizations are 

moderately formalized  ( x =3,0295) and centralized ( x =3,0771) which leads to moderate 

flexibility of organizational structure ( x =3,1742). In addition, mean value for strategy 

implementation ( x =3,3805) implies organizations are in average succe ssful in implementation of 

their strategy, and regarding process maturity results indicate significant process orientation and 

maturity ( x =3,4385).  

 
To test the connection between elements of organizational design and capabilities a correlation 
analysis w as done. As table 4 indicates flexibility of organizational structure is connected with 

operational capabilities. The correlation is negative ( r= -0,327, p<0,01) , but it should be taken into 
account that flexibility of organizational structure is measured n egatively as decrease in 
centralization and formalization leads to increase in flexibility. In other words, there is a positive 
correlation between increase in level of flexibility (decrease in centralization and formalization) and 
increase in level of pro duction capabilities (r = -0,359, p <0.01), technological capabilities (r = -
0.272, p <0.01), but also the level of marketing capabilities, although this correlation is somewhat 
lower (r = -0.187) and at a significance level of 5%.  
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Table 4  Results of corre lation analysis with regard to operational capabilities  

Variable   Production 
capabilitie
s 

Marketing 
capabilitie
s 

Technologica
l capabilities  

Operationa
l 
capabilities  

Flexibility of 
org. structure  

Pearson 
Correlatio
n 

- ,359 **  - ,187 *  - ,272 **  - ,327 **  

 Sig. (2 -
tailed)  

,000  ,048  ,004  ,000  

Strategy 
implementatio
n  

Pearson 
Correlatio
n 

,418 **  ,497 **  ,388 **  ,497 **  

 Sig. (2 -
tailed)  

,000  ,000  ,000  ,000  

Business 
process 
maturity  

Pearson 
Correlatio
n 

,593 **  ,668 **  ,464 **  ,659 **  

Sig. (2 -

tailed)  

,000  ,000  ,000  ,000  

** p<0,01, * p<0,05  
Source:  authors calculations  
 

Successful strategy implementation is positively connected with operational capabilities (r=0,497, 
p<0,01), with strongest connection being with marketing capabilities (r=0,497, p<0,01). Business 
process maturity also shows positive connection with operati onal capabilities (r=0,659, p<0,01), 
and the strongest connection being also with marketing capabilities(r=0,668, p<0,01). Reason for 
this higher connection is probably in fact that processes are the main carriers of activities inside 
organizations, they i ntegrate and coordinate organizational resources and activities, and also 

present carriers of value from organization to the market.  
 
As opposed to operational capabilities, as table 5 shows, degree of flexibility of organizational 
structure is connected to a greater extent with dynamic capabilities ( r= -0,454, p<0,01) .  
 
Table 5  Results of correlation analysis with regard to dynamic capabilities  

Variable   

Sensing  Learning  Integrating  Coordinating  

Dynamic 

capabilities  

Flexibility of 
org. structure  

Pearson  
Correlation  

- ,337 **  - ,407 **  - ,463 **  - ,440 **  - ,454 **  

Sig. (2 -
tailed)  

,000  ,000  ,000  ,000  ,000  

Strategy 
implementation  

Pearson 
Correlation  

,603 **  ,553 **  ,526 **  ,572 **  ,618 **  

 Sig. (2 -
tailed)  

,000  ,000  ,000  ,000  ,000  

Business 

process 
maturity  

Pearson 

Correlation  

,712 **  ,694 **  ,678 **  ,695 **  ,763 **  

Sig. (2 -
tailed)  

,000  ,000  ,000  ,000  ,000  

** p<0,01   
Source:  authors calculations  
 

The reason for this can be found in nature of dynamic capabilities as they are oriented towards 

change and constant reconfiguration, and organizational structure that is flexible and easy to 

change will also enable easier development and performance of dyn amic capabilities. The most 
higher correlation is between flexibility and dynamic capability of integrating (r = -0.463, p <0.01) 
and coordinating (r = -0.440, p <0.01). In addition, both, successful strategy implementation 
(r=0,618, p<0,01) and process ma turity (r=0,763. P<0,01) show statistically significant positive 
connection with overall measure of dynamic capabilities and different forms of dynamic capabilities.  
Based on the presented results that indicate positive connection between strategy impleme ntation, 
flexibility of organizational structure, business process maturity and both operational and dynamic 

capabilities, it is possible to conclude that organizational design has an important role in evolution 
and development of organizational capabiliti es.  
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Discussion and conclusion  

Organizational design and its element have been recognized to have an important role in the 

process of developing organizational capabilities. Researchers recognize design elements of  
strategy, structure and process to have ch aracteristics that can influence development of 
capabilities and ultimately through them to have an effect on organizational performance. These 
"hard" organizational variables provide a framework of action, coordination and integration of 
resources, and di rect the behavior of organizational members towards the development of 
capabilities. To test the proposed theoretical concepts, the goal of this paper was to test the 

connection among strategy, structure and process and both operational and dynamic organiz ational 
capabilities. Basic assumption was that organizations characterized by higher level of flexibility, 
successful strategy implementation and maturity of business process will also have higher levels of 
different organizational capabilities. Results o f an empirical research provide support for this 
relation, indicating that it is possible to purposefully design organizational elements to enable the 
development of both operational and dynamic capabilities.  

Organizational design characteristics determine the ability of an organization to effectively utilize 

existing resources and shape capabilities in a way that responds efficiently to the environment and 
enables the implementation of a company's strategy. De velopment of operational and dynamic 
capabilities is under the influence of top management team decisions and their abilities, but are 

also the result of the impact of organizational processes, strategies and structures created by 
organization in order to better manage its activities. Strategy, structure and processes define the 
underlying framework and basis for developing and shaping capabilities. The strategy, formed on 
existing resources and their potential for value creation, defines potential organiza tional capabilities 

and ways of developing them, while the structure and processes provide basic mechanisms that 
limit or facilitate development of capabilities. To provide additional insight and mechanism in this 
relation among design and capabilities, fu ture research should take into consideration more wider 
number of organizational design elements and their features, such as culture, informal networks 
etc. Moreover, empirical research should be done on a larger, more heterogeneous sample, and 
even consid er longitudinal analysis to capture the process of development and change in both 

operational and dynamic capabilities.  
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Abstract: In recent years, the use of corporate websites and social media to recruit potential job 
applicants have been playing an important role in HR practises. It is also evident that corporate 
websites and social media sites are considered as one of the key tool s for attracting and selecting 

job seekers. The study is focused on online recruitment of the companies which are members of 

Czech Association of Public Transport Companies. Hiring employees at the beginning of 2018 was 
not easy in the Czech Republic becau se there was very low unemployment. The driver was among 
the first position in -demand. The research aim was to determine how the selected companies use 
the internet for recruitment activities. The paper reports the findings from the survey focused on 
evalu ation of 19 corporate websites and social media sites in 2018. It was also used the Spearman 
correlation coefficient to determine whether there was a correlation between the level of  

e- rucruitment and the level of company size and between the level of e - rucruitment and the level 
of company profit. Findings of the study are useful for an improvement of companyôs 
communication and their recruitment process on the Internet and for an increase of the 
attractiveness of companies for people who are looking for t heir future employer.  

Keywords:  recruitment, corporate websites, recruitment websites, social media, job seekers  

JEL codes:  M1, M31  

Introduction  

The development of the Internet has brought a number of innovations to a variety of human 

activities (Janouch, 2014), also influencing the development of personnel marketing. The arrival of 
new generations of workers (Generations Y and Z) has made the use of the Internet a necessity for 
HR managers. The Internet is currently one of the primary communication channel s used in 
recruiting new employees.  

The low unemployment rate in the Czech Republic in 2017 and 2018 has resulted in a lack of 
employees in almost all industries. In the transportation industry too, recruitment activities have 

gained in importance and it can be said that the job of a professional driver is among the most 
difficult to fill. Due to Generation Y joining the labor market and also given the high availability of 
Internet access in our households, online recruitment represents a new communication  channel in 
the external personnel marketing of companies. The presented study focuses specifically on the use 
of online tools for the purpose of external personnel marketing in the selected segment of 
companies. This segment consists of members of the Ass ociation of Public Transport Companies in 
the Czech Republic, i.e., a group of legal entities that provide municipal mass transit services in the 

Czech Republic. The objective of the study is to analyze the current activities of these companies in 
the said  area and bring forth suggestions that would lead to the development of personnel 

marketing as well the companiesô practical policies. 

1 Theoretical background  

Corporate recruitment websites (in the Czech Republic also known as career websites) allow 

companies to provide prospective applicants with both job descriptions and other information about 
the organization. We argue that the corporate website and the atta ched recruitment site should be 
the starting point in attracting new talent, specifically talented Millennials (Egerov§, Eger, 2017). 
The growing significance of corporate websites in the field of talent recruitment has been proved by 
many surveys (Llopis,  Gonzales and Gasco, 2010; Mauer and Cook, 2011; CIPD, 2015, Egerov§, 
2016). Current company websites and social media give companies a greater opportunity to 
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provide content that matters to job seekers (Cober, Brown and Levy, 2004). Social media may also 

play a key role in the recruitment process in terms of branding the organization to potential 

employees (Sivertzen, Nilsen, Olafsen, 2013). Attracting potential candidates is an important issue 
in the recruitment process.  

At this time, recruitment activiti es are especially important in the transportation industry. Due to 
the lack of employees, it is an industry with a high amount of risk involved. Such are the findings 
of the annual survey by ManpowerGroup (2016), according to which the job of a driver is t he third 
most difficult to fill in the Czech Republic (it came in sixth in 2015) (ManpowerGroup, 2015).  

2 Case Study  

The conducted study is focused on online recruitment of the companies which are members of 
Czech Association of Public Transport Companies . The analysis of online recruitment was carried 
out for the Association of Public Transport Companies in the Czech Republic, i.e., the 19 regular 
members associated therein. The research uses the method of heuristic evaluation, which is 
suitable for testi ng websites. The evaluation was carried out by two independent experts and the 
analysis of the websites by both experts was conducted in the same time period, i.e., at the 

beginning of 2018. Other relevant data for the purpose of comparing companies was ga ined from 

publicly accessible sources, see further in the article.  

Research question: What is the level of online marketing focusing on recruitment in public 
transport companies in the Czech Republic?  

H1: There is a correlation between the size of the comp any and the quality of its online marketing.  

This hypothesis is based on the assumption that large companies have higher -quality HR and 
marketing departments that deal with the lack of qualified staff, for which they currently make 

adequate use of online m arketing (see also Eger, Egerov§, 2017). 

H2: There is a correlation between the level of online marketing in public transport companies in 
the Czech Republic and their financial performance.  

We assume that a company with a positive financial performance ca n invest more resources in 
marketing and marketing -related HR activities. E.g. evidence about relation between marketing on 
Internet and performance of some companies in selected areas brings review by Alalwan et al. 

(2017). For instance, it was found that  higher Internet usage increased the impact it would have an 
organizations in terms of increased revenue, enhances relationships, and reductions in cost and 
time. (Tajudeen, Jaafar, Ainin (2018).  

2.1 Sample of Companies  

The Association of Public Transport  Companies, established in 1991, is an interest group consisting 
of legal entities. Its regular members include the 19 largest public transport companies that 

provide mass transit services in the Czech Republic (The Association of Public Transport Companie s 
in the Czech Republic, 2018). Namely, these companies include public transport companies 
operating in the cities of Brno, Ļesk® BudŊjovice, DŊļ²n, Hradec Kr§lov®, Chomutov and Jirkov, 
Jihlava, Liberec and Jablonec nad Nisou, Mari§nsk® L§znŊ, Most and Litv²nov, Olomouc, Opava, 
Ostrava, Pardubice, Pilsen, Prague, Teplice, Đst² nad Labem, Zl²n-Otrokovice, and Karlovy Vary.  

3 Results  

3.1 The comparison of public transport companies  

The public transport companiesô annual reports and financial statements were analyzed, based on 
which they were compared in terms of their size, i.e., the size of their fleet, the number of 
employees, and also according to their financial performance. The analysis utilized the latest data 
available, i.e., those from 2016. In terms of the number of employees, the research looked at data 
for the years 2015 and 2016 with the objective of comparing the year -on-year changes in the 
number of staff.  

The largest public transport companies are obviously those that provide mass transit servic es in 
the largest cities in the Czech Republic, i.e., Prague, Brno, Ostrava and Pilsen. They have the 
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largest number of vehicles (Table 2) as well as employees (Table 3). Public transport services are 

provided primarily using buses (all 19 members) and tro lleybuses (14 members). Trams are used 

by 7 members and an underground railroad (Metro) is operated only in Prague.  

Table 1 The fleets of public transport companies  

Public transport 

company (city)  

The number of vehicles (as of December 31, 2016)  

Trams  Buses  Trolleybuses  Metro  Total  
Brno  327  302  57  x 686  
Ļesk® 
BudŊjovice 

x 83  57  x 140  

DŊļ²n x 194  36  x 230  

Hradec Kr§lov® x 91  31  x 122  
Chomutov and 
Jirkov  

x 30  16  x 46  

Jihlava  x 31  29  x 60  
Liberec and 
Jablonec n. 
Nisou  

67  133  x x 200  

Mari§nsk® L§znŊ x 5 8 x 13  
Most and 
Litv²nov 

49  89  x x 138  

Olomouc  68  77  x x 145  
Opava  x 34  33  x 67  
Ostrava  261  288  67  x 616  

Pardubice  x 77  57  x 134  
Pilsen  114  128  90  x 332  
Prague  826  1,179  x 730  3,735  
Teplice  x 366  29  x 395  
Đst² nad Labem x 79  77  x 156  
Zl²n x 37  57  x 94  
Karlovy Vary  x 91  x x 91  

Source:  authorôs own elaboration, 2018; (data on DPMB, DPMCB, DPMD, DPMHK, DPCHJ, DPMJb, DPMLJb, 
Justice.cz (2018b, c, d, f), DPMOSTb, DPMOb, DPOb, DPMP, PMDPc, DPPb, Arriva, DPMULb, Seznam -
autobusu.cz 2018)  

The public  transport companies were also compared in terms of the number of staff (Table 2). The 
reason for that is a possible effect on a potential difference between companies when it comes to 
recruitment activities. The largest increase in the number of staff bet ween 2015 and 2016 was that 
in the public transport company in Ostrava, followed by Prague, Teplice and Pilsen. The biggest 

downward trend was seen in the cities of DŊļ²n, followed by Most, Litv²nov and Đst² nad Labem. 
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Table 2 The number of staff in public  transport companies  

Public transport 
company (city)  

The number of staff  

2015  2016  Difference  

Brno  2,695  2,700  +5  
Ļesk® 
BudŊjovice 

394  401  +7  

DŊļ²n 154  136  -18  
Hradec Kr§lov® 382  381  -1 
Chomutov and 
Jirkov  

150  152  +2  

Jihlava  169  172  +3  
Liberec and  
Jablonec n. 
Nisou  

395  396  +1  

Mari§nsk® L§znŊ 29  30  +1  
Most and 
Litv²nov 

408  400  -8 

Olomouc  439  439  0 

Opava  183  185  +2  
Ostrava  1,901  1,933  +32  
Pardubice  397  402  +5  
Pilsen  790  816  +26  
Prague  10,910  10,936  +26  

Teplice  519  547  +28  
Đst² nad Labem 469  462  -7 
Zl²n 325  321  -4 
Karlovy Vary  255  250  -5 

Source:  authorôs own elaboration, 2018; (data on DPMB, DPMCB, DPMD, DPMHK, DPCHJ, DPMJb, DPMLJb, 
Justice.cz (2018b, c, d, f), DPMOSTb, DPMOb, DPOb, DPMP, PMDPc, DPPb, Arriva, DPMULb, 2018)  

Table 3 shows the financial results after taxes of the individual public transport companies in 2016. 
As can be seen, not all the companies perform well. Six of them were in the red, specifically the 
public transport companies in DŊļ²n, Hradec Kr§lov®, Chomutov and Jirkov, Liberec and Jablonec n. 
Nisou, Mari§nsk® L§znŊ, and Most and Litv²nov. Based on this indicator, the best financial 
performance was that of the Prague Public Transit Company (CZK 1,835,451 thousand), which 

represents a substantial difference compared to  other public transport companies. However, it 
needs to be said that the primary goal of these companies, often run with a significant participation 

of the founder, i.e., the municipality, is not to achieve maximum profit, but to ensure the provision 
of ma ss transit services.  
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Table 3 The financial results of the public transport companies  

Public transport 
company (city)  

Financial results after taxes 
in 2016 (in K CZK)  

Brno  127,876  
Ļesk® BudŊjovice 5,843  
DŊļ²n -12,434  
Hradec Kr§lov® -15  
Chomutov and Jirkov  -1,735  
Jihlava  8,100  
Liberec and Jablonec 

n. Nisou  

-17,472  

Mari§nsk® L§znŊ -4,453  
Most and Litv²nov -8,171  
Olomouc  3,370  
Opava  4,947  
Ostrava  32,737  
Pardubice  1,633  

Pilsen  71,821  

Prague  1,835,451  
Teplice  38,412  
Đst² nad Labem 195  
Zl²n 5,512  
Karlovy Vary  3,314  

Source:  authorôs own elaboration, 2018; (data on DPMB, DPMCB, DPMD, DPMHK, DPCHJ, DPMJb, DPMLJb, 
Justice.cz (2018a, e, d), DPMOSTb, DPMOb, DPMP, PMDPc, DPPb, DPMULb, 2018)  

3.2 Heuristic evaluation  

Heuristic evaluation is one of the most frequently used methods for testing websites. It is based on 
comparing specific websites using preset usability principles, so -called heuristics. The general 
principles were laid out by Nielsen (1995), the creator of heuristic evaluation. (Snozov§, 2013) It is 

useful to modify these heuristics according to the specific topic.  

The evaluation principles for the chosen topic are based on the research by Egerov§, Eger (2017) 
and also on the theoretical information dealt with in the previous chapters. A ll heuristics are of an 

interrogative nature. They include a total of five topics, each containing several questions (listed 
here are only the basic topics = evaluation areas):  

¶ Evaluation of the companyôs website 

¶ General information about the organization on its website  
¶ Job vacancies on the website  
¶ Company profiles on selected social media sites  
¶ Activity on a selected job site and at the Labor Office  

 

3.3 Pre - research  
The pre - research was carried out in four public transport companies. Its goal was to verif y the set 
heuristics and whether or not they were comprehensible and unambiguous. Also ascertained was 
how much time the analysis would require (approx. 70 minutes per company). The pre - research 
results were subsequently consulted by experts, which led to the redesign of this part of the 
research and the way certain items would be recorded.  

3.4 The output of the heuristic evaluation  

The heuristic testing was carried out by both experts at the end of February 2018. Using the set 
methodology, companies receiv ed points for each item of the test. Following the data collection 
stage, the two experts met with the aim of explaining the reasons and clarifying the items in which 
their evaluation differed. Subsequently, the table with the final evaluation was compiled . 

A major part of the differences between the two evaluations was due to the monitoring of job 
advertisements at the Labor Office. As the search for a job posting on the Labor Office website is 

set to sensitive, it requires the exact phrase to be typed in for the search to be successful. This fact 



14  

 

is evaluated very critically by the experts, particularly because this employment website targets a 

wide target group (different age groups, IT skills, etc.).  

The expertsô evaluation also differed when it came to the item dealing with the contact details of 
the persons responsible for job advertisements on the websites. While one of the experts evaluated 
whether there was any contact listed, the other focused on whether the website provided 
personalized contact det ails. As personalization increases trustworthiness, the final evaluation 
included this parameter.  

Further differences arose with heuristics related to social media sites. One of the experts was 

tasked with evaluating only those profiles on social media sites that are linked to the companiesô 
websites (and are part of the methodology). If a companyôs website did not include a link to its 
social media profile, the other expert looked for it directly on the social media sites. As 
presentations of companies on social media are becoming increasingly more popular, it should be 
the companiesô goal to have profiles that can easily be found. A link to a corporate Facebook profile 
was found on the websites of 13 out of 18 companies, for YouTube it was 8 out of 10 c ompanies, 3 

out of 5 for Instagram, and only 1 out of 3 companies for LinkedIn.  

Table 4  Overall evaluation  

Order  Public transport 
company (city)  

Total No. of 
points  

1  Prague  27  

2  Brno  26.5  
3  Pilsen  26  
4  Ostrava  24  
5  Ļesk® BudŊjovice 22.5  

6  Hradec Kr§lov® 20  
6  Olomouc  20  
7  Đst² nad Labem 19.5  

8  Liberec and Jablonec  18  
8  Pardubice  18  
9  Most and Litv²nov 17  
10  Karlovy Vary  15.5  
11  Mari§nsk® L§znŊ 13.5  

12  Opava  13  

13  Teplice  12  
14  Jihlava  11.5  
15  Chomutov and Jirkov  11  
16  DŊļ²n 10.5  

16  Zl²n 10.5  

Source : authorôs own elaboration, 2018 

At the expertsô meeting, it was also agreed that the evaluation of the question regarding website 
design and the contact details listed in job ads would be expanded. In addition to 1 and 0 points 
(representing yes/no), the option of assigning 0.5 points was added. This was caused by the 

ambiguity in some companies, where it was difficult to choose between the options yes/no. The 
overall evaluation includes the points collected in all five areas in which the individual questions 
were assessed. Table 4 shows the final results listed from the highest to the lowest number of 
points collected. The maximum number of points, given the methodology used, was 34.  

Having received 27 points, The Prague Public T ransit Company took first place in the overall 

evaluation, only 0.5 points ahead of the runner -up, The Brno Public Transit Company. Third and 

fourth place went to companies providing mass transit services in large cities, i.e., Pilsen (26 
points) and Ostra va (24 points). The lowest score, 10.5 points, was that of two public transport 
companies: those in DŊļ²n and Zl²n. 

Below is a summary of selected outputs in the individual evaluation areas:  
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Table 5 Evaluation of the public transport companiesô websites 

It em  Evaluation of the companiesô websites 

Usability  Up- to -date 
information  

Functional 
links  

Responsiveness  Language 
versions  

Number  13  18  19  11  10  

Source: authorôs own elaboration, 2018 

Table 6 Job vacancies on the websites of public transport companies  

Item  Job vacancies on the website  

Career 
section  

Career 
section 
easy to 
find  

Job 
vacancies 
are up - to -
date  
 

Job 
description 
for the 
position 
advertised  

Fringe 
benefits  

Contact 
for HR 
Dept.  

Possibility to 
respond to a 
job ad 
through the 
website  

Number  18  14  13  15  16  8 5 

Source: authorôs own elaboration, 2018 

The career section was present on the websites of all companies with the exception of one, and on 
14 of them it was easy to find. On the websites of 13 companies, the job ads were up - to -date. The 

next three items focused on the contents of the job advertisement, with the job description being 
available on the websites of 15 companies and information on the fringe benefits on the websites of 
a total of 16 companies. Eight companies provided personal ized contact details of the person 
responsible, i.e., an employee in the Personnel/HR Department.  

Table 7 Company profiles of public transport companies on selected social media sites  

Item  Company profiles on selected social media sites  

Facebook 
profile  

FB profile up -
to -date  

Job vacancies 
on FB  

YouTube 
profile  

Number  19  14  8 10  

Item  YouTube 

profile up - to -
date  

Job vacancies 

on YouTube  

Instagram 

profile  

LinkedIn 

profile  

Number  4 2 5 3 

Source: authorôs own elaboration, 2018 

The evaluation of utilizing social media sites is shown in Table 7. The public transport sector is 
most active on Facebook (19 companies). This is also underscored by the fact that Facebook is the 
most widely used social media site in the Czech Republic. 14 companies have an up - to -date 
Facebook profile, eight of which use this social media site also to attract new employees. Ten 

companies from the analyzed sample have a YouTube profile established. Only four of these keep 
their profiles up - to -date and only two companies use this socia l media site to present their job 
vacancies. As expected, this sector does not use Instagram very much, and the career social media 
site LinkedIn is utilized only by three companies.  

The last topic focused on the companiesô activity on recruitment websites and at the Labor Office. 

For the purpose of this research study, only the largest recruitment portal, i.e., Jobs.cz, was 
analyzed. Most companies (15) advertise their job openings on the Labor Office website, which is 

free of charge, rather than the paid server Jobs.cz, where there were job advertisements posted by 
only two public transport companies.  

3.5 Evaluating the correlation between online marketing and selected 

characteristics of the companies  

As the top spots in the overall evaluation were taken b y companies providing transport services in 

large cities, it can be inferred that there is a connection between the size of the company and the 
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quality of its online marketing. Also analyzed was the correlation between the total number of 

points received f or marketing and the companyôs profitability. Spearmanôs correlation coefficient 

was used to ascertain any mutual correlation between the variables (Chr§ska, 2007).  

The size of a company is represented by the number of staff and fleet size indicator. Prof itability is 
expressed using the companiesô 2016 financial results after taxes. The range of intervals for 
companies was set with respect to the data collected. A recommendation for calculating 
Spearmanôs coefficient that no more than 4 items can be assigned the same number of points was 
taken into consideration. In terms of the fleet size indicator, this indicator did not differentiate 

between different types of vehicles, but only their total number.  

Table 8 The correlation between company size and online marketing  

Public 
transport 

company 
(city)  

Points for 
online 

marketing  

Rank based 
on the No. 

of points 
for 
marketing  

Points 
for size  

Rank 
based on 

the No. of 
points for 
size  

d  d2  

Prague  27  19  10  18  1 1 

Brno  26.5  18  10  18  0 0 

Pilsen  26  17  8 15.5  1.5  2.25  
Ostrava  24  16  10  18  -2 4 
Ļesk® 
BudŊjovice 

22.5  15  5 11.5  3.5  12.25  

Hradec 
Kr§lov® 

20  13.5  3 7 6.5  42.25  

Olomouc  20  13.5  5 11.5  2 4 
Đst² nad 
Labem  

19.5  12  6 14  -2 4 

Liberec and 
Jablonec  

18  10.5  5 11.5  -1 1 

Pardubice  18  10.5  5 11.5  -1 1 
Most and 

Litv²nov 

17  9 4 9 0 0 

Karlovy 
Vary  

15.5  8 2 5 3 9 

Mari§nsk® 
L§znŊ 

13.5  7 0 1 6 36  

Opava  13  6 1 3 3 9 

Teplice  12  5 8 15.5  -10.5  110.25  
Jihlava  11.5  4 1 3 1 1 
Chomutov 

and Jirkov  

11  3 1 3 0 0 

DŊļ²n 10.5  1.5  3 7 -5.5  30.25  
Zl²n 10.5  1.5  3 7 -5.5  30.25  

                                                                                                  × d2   297.5 

rs = 0.74  

Source: authorôs own elaboration, 2018 

As is clearly shown in Table 8, Spearmanôs coefficient of 0.74 represents a fairly high correlation 
between the quality of online marketing in selected companies and their size. Hypothesis H1 is thus 
confirmed.  

A similar conclusion was made for the financial results after taxes of selected companies. In this 
case, Spearmanôs coefficient proved that there is only medium correlation between the variables 

(rs = 0,48). However, we need to reiterate what has been said before, i.e., that profitability may 
not be a priority for the owner and founder of a public transport company. Hypothesis H2 is thu s 
only partially confirmed.  
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Conclusions  

This case study documents the use of online communication by public transport companies in the 

Czech Republic for the purpose of recruitment at a time of a shortage of qualified workers on the 
labor market. The heu ristic evaluation of websites of selected companies and their communication 
on social media sites has shown the differences in online marketing of these companies. The 
outputs improve our understanding of the implementation of online marketing for the purp ose of 
brand building by the employer, specifically for recruitment (cf. Eger, Miļ²k, řehoŚ, 2018).  They 
can also be used as a benchmark for improving the quality of online marketing communication for 

the given purpose. The study has shown a positive corr elation between the size of the company, its 
profitability and the level of its marketing communication in the researched area.  

The limitation of this research lies in the fact that it is specifically focused on public transport 
companies in the context of  the Czech Republic in early 2018. It can be compared with a similar 
study focusing on AutoSAP (Automotive Industry Association) (Egerov§, Eger, 2017). Further 
development as a result of ICT and online marketing advancement as well as labor market 
requirem ents can be expected.  
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Abstract : Dealing with methodology for practical use in corporate management is a double -edged 

issue. A reader who only quickly skims such a paper can easily categorize it as useless philosophy. 
My paper ñOn abductive reasoning for strategic cases solution,ò published last year, attracted the 
attention of readers who were open to new approaches and did not shrink from contemplating the 
procedures outlined in it. Encouraged by the praise of my colleagues and participants at the 
ISCOBEMM conference, I decided to show h ow deep the rabbit hole goes and developed the strictly 
methodological approach into a practical application in the form of a case study.  

However, the lack of research into the topic and its significant complexity requires the proposed 
application of abductive reasoning to strategic cases solution to be put into a certain context. From 
the beginning, the three methods were meant to be used in the framework of the stakeholder 
approach, which served as the core for a new methodology of strategic manageme nt, enriched by 
game theory. The aim of this paper, therefore, is to introduce the new methodology of strategic 
management based on the stakeholder approach with a new structuring of the entrepreneurial 
environment in accordance with game theory. It also i ntroduces schemes of handling decision -

making situations with the solver having access to information typical for corporate practice, in 
which the proposed abductive reasoning application is ideal to differentiate the cooperative and 
competitive aspect of the relationship.  

Keywords:  Strategic management, stakeholders, game theory, abductive reasoning, pragmatism.  

JEL codes:  B41, D23, D43, D74, D81  

Introduction  

A company without a strategy can be seen as a subject vulnerable to the influences of the 

entrepreneurial environment and the will of the competitors. Not knowing what one wants to 
achieve means not knowing which way to take to ensure the achievement of a goal. A strategy is 
thus the main value of each company, which simultaneously also determines all the subordinate 
values that a company is able to create. Even though the essential importance of strategy is 
universally accepted, the tools used for strategi c management are often very much products of 
their times.  

Using tools like SWOT or the Five Forces analysis in this day and age verges on disregarding the 

strategistôs responsibility for the development of the company and its very survival. The conditions 
of the entrepreneurial environment have changed so significantly that they are not compatible with 

these two frequently used tools any more.   

It is therefore necessary to create a new methodology, which would encompass the whole 
entrepreneurial environme nt (not just a part of it through the five forces) and simultaneously 
respect the specific conditions of individual companies, for which the relevant forces change 
depending on a number of various factors, including dynamics in time. At the same time it is  

desirable to abandon the conditions of certainty which SWOT ï with all its factors in the 
dichotomies of strength -weakness, opportunity - threat ï steers the strategist towards. On the 
contrary, the strategist should have the freedom to use the factors in a  flexible and dynamic way, 
seeing opportunities and threats more like two sides of the same coin. The following text 
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introduces an approach which meets the requirements mentioned above. First, the stakeholder 

approach to strategy with a new way of structur ing the entrepreneurial environment based on 

cooperative and competitive relationship with stakeholders and competitors is introduced.  
Application of game theory to decision -making situations which a strategist might encounter in real 
life is presented fu rther in the text. To solve these situations, the strategist needs to possess often 
crucial, but explicitly unavailable, information, which can be obtained by using abductive reasoning.   

1 Stakeholder approach to strategy  

Text Strategy is essentially one long causal chain. The strategy represents the long - term direction 

and scope of an organization through which an enterprise will benefit from a changing environment 
by organizing resources and capabilities to meet stakeholder expectations. It is a combinat ion of 
direction and scope of the organization over a long period of time. This makes organization more 
advantageous by organizing resources within a changing environment to meet market needs and 
investor expectations. By devising a strategy, a company all ows the ï albeit variable, in the 
context of ever changing requirements ï realization of causally connected activities with every sub -
step having its own role 1. (Johnson 2014, p. 4)  

ñScientia potestas estò is also true in strategic management. A strategist cannot avoid dealing with 
strategic cases (whose essence will be delineated later in this paper), which is an activity that is 

expected to bring knowledge of all events relevant to the strategy; events, which are related to the 
player of strategic games i n the form of individual interest groups ï stakeholders (playing mostly 
cooperative games) and competitors (playing mostly antagonistic games). According to Freeman 
(2010), the applied stakeholder approach is about any group or individual who can affect or  is 
affected by the achievement of the organization's objectives and the behavior of managers taken in 

response to these groups and individuals.  

It is advisable to substitute this historical wide understanding with current narrow definition given 
by Blaģek et al. (2004, p. 9): ñStakeholders are groups or individuals, who: possess something that 
the company does not; provide this possession as a stake in óa gameô because they want the 
company to use it, but at the same time they become dependent on the compa ny operations, while 
simultaneously having the potential to be taken into account as a significant player by the company 

(i.e. they are important, indispensable, or threatening for the company).ò Strategic management 
can be seen here as a game played by in telligent players with various interests, which determine 
the character of individual interactions . 

Figure 1  Basic relations in cooperative and competitive relationships  

 

Source:  Author, based on Blaģek (2016, pp. 50-55)  

Shapiro (1989, pp. 125 -137) applies game theory to an analysis of natural competitive interactions 
between competitors in his strategic conflict approach. The main task of a company is to find out 

                                                 
1 It is, of course, important to also allow for deliberately confusing steps.  
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how to influence the behaviour and actions of the competiti on, which in turn allows it to influence 

the market environment. By influencing the market environment, companies acquire potential for 

increasing their profit. A company bases its success on creating a privileged position on the market 
(which is partially  in accordance with Porterôs Five Forces Model). 

Information about competitors is not obtained with the aim of imitation. This is an important point 
when differentiating individual levels of management. Lampel et al. (2014, p. 16) see operations 
management  and strategic management as the bases of the performance of the company and the 
primary goal of business; however, they function completely differently. Operational efficiency is 

about being able to do the same activities better than competitors.    

On th e other hand, strategic management, which is seen as strategic positioning, means doing 
activities that are different from competitorsô, or activities which are similar, but done in a different 
way. This opinion is in accordance with Druckerôs (2015) understanding, and his famous ñdoing 
things right as opposed to doing the right things,ò as well as with the principle of the blue ocean 
strategy (Kim a Mauborgne 2005), both of which are also based on differentiating the company 

from the competitors.  

Lampel et  al. (2014, pp. 17 -20) see differentiation as the very essence of competitive strategy. For 
the customer, this represents a unique mix of received values. In a strategy, therefore, individual 

activities, which are expected to lead to operational efficiency , are combined into a basis for 
creating and sustaining a competitive advantage. Competitors can easily imitate one activity (such 
as technology, a product feature, or sales procedure), but it is more difficult to copy a complex set 
of interconnected activ ities. Thus, a strategic position should be built on a system of activities, not 

on individual ones. These activities can be presented as key core competences ï the deciding 
factors of success creating a competitive advantage, which can be categorized in t he following 
basic groups:   

¶ Excellent skills  
¶ Excellent resources  
¶ Excellent position  

The overall strategy of a company can be divided into sub -strategies, or individual activities ï 

Porter (1985, pp. 33 -38) proposes using a generic value chain. In the model presented here, an 
ñinterlinkò in the form of the first level of division according to stakeholders, whose interests need 
to be considered before creating the sub -strategies, enters this traditional understanding. Division 
by individual activities in  the context of a specific company, such as marketing, human resources 
or finance, follow as the second level division. The first level division according to stakeholders 
anticipates the need to restructure the entrepreneurial environment.  

Table 1  Entrepreneurial environment in the traditional approach and the stakeholder approach  

 Traditional approach  Stakeholder approach  

Environment  Structuring the entrepreneurial 
environment through levels.  

Structuring the entrepreneurial 
environment through ma rkets.  

Competition  Simplified (only on the product and 
services markets).  

Complex (multidimensional according to 
markets).  

Dynamics  Fixed relationships.  Relative roles.  

Information  Prevalence of information from the 

products and services markets.  

Careful consideration of information 

from individual markets based on their 
significance.  

Source:  Author, based on Cenek (2016, pp. 108 -116)  

These main differences between the concept of entrepreneurial environment presented here and 
the traditional models (especially Porterôs Five Forces analysis) anticipate the need to concentrate 

on individual markets, in whose environments the company has t o achieve victory through the 
quality of relationships it established, which represent its main value.  

In the context of the individual markets, game theory can be used to find optimum strategy 
through playerôs decisions made in a specific situation, determined by cooperative and competitive 
relationships. The point is to maximise the payoff function depending on the rules of the game and 
on the extent to which the subjects are informed. Following this, a company has to create six sub -
strategies for six su b-markets of stakeholders (investors, creditors, employees, purchasers, 
suppliers, government), which are subsequently integrated into the overall strategy of the whole 

company.  
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Figure 2  Structuring the entrepreneurial environment into six sub -markets  

 

Source:  Author  

The success of each strategy and their form depends on the behaviour of the rival company toward 
the specific stakeholder. Both the stakeholder and the company decide whether and with whom to 
establish a relationship, attempting to achieve th e most beneficial exchange of values. The players 

look for the most advantageous strategies and play strategic games together.  

2 Game theory and optimum strategy  

Game theory is concerned with modelling and solving decision -making situations in social systems; 
this includes all systems where various interests of people, groups of people, or organized systems 
collide. The nature of social systems excludes, to a certain extent, complete quantification, which is 
connected with game theory in its purely mat hematical application. As prominent Czech developers 
of game theory DlouhĨ and Fiala (2015, p. 5) point out: ñMathematics clearly and unequivocally 

determines the conditions and rules of the game, thereby avoiding hidden premises and explaining 
the limitations of theory. Mathematics on its own is, however, not a sufficient tool. In some cases 
the analysis of conflict situations teeters at the edge of psychology, cognitive science, biology, or 
other disciplines. A combination of scientific fields usua lly brings a new impulse for further 
development of knowledge, which ensures that game theory remains an interesting and inspiring 
discipline .ò  

The main terms of game theory include player, game, play of the game, move, personal move, 

chance move, payoff and strategy (Volek 2010, pp. 2 -3). A player is any participant in a decision -

making situation. A game is a set of rules and conditions delineating possible alternatives of 
behaviour, sequence of the choices, and playersô gain depending on their choices. In a purely 
mathematical sense, a game is a mathematical model of a decision -making situation. A play of the 
game is the realization of the rules and conditions given, i.e. of the game itself.  

A move is a moment in a game when the player chooses one alterna tive from a set of available 
ones. Every play of the game consists of one move of each player or of a sequence of moves. A 

personal move relates to a rational player who chooses the one alternative. A chance move 
happens when a chance mechanism (defined in  the rules of the game) determines the choice from 
the set of alternatives. A payoff is realized at the end of each play and depends on the rules of the 
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game and each playerôs choices. Payoffs can take various forms, from financial payoff to a playerôs 

sub jective feeling of satisfaction. Payoff can be positive (win) or negative (loss). A strategy is the 

way in which the player decides in a decision -making situation.  

A player is trying to find the optimum strategy in the form of the best possible solution fr om a set 
of available ones (Alchian 1950, pp. 211 -221). ñGame theory studies ways of choosing a strategy 
(optimum strategy), which allows the participant in the decision -making situation to achieve the 
best effect ï a win .ò (Volek 2010, p. 3) 

Table 2  Decis ion -making situations diagram  

 

Source:  Author, based on Volek (2010, p. 100)  

Designing a strategy from the point of view of game theory anticipates practical application 
through a decision tree, where the player chooses an optimum strategy in the form of successive 
decisions (choices from alternatives) that lead to the maximization of the win.  

Real corporate conditions are most similar to a finite n -player extensive form game. Real conflict 
situations demonstrate a dynamic character in the sequence of a hi gher number of decisions made 
in a specific order. A strategic game model in a normal form is not suitable to use in this context, 

as it is not able to cover this dynamic. An extensive form game model, on the other hand, reflects 
this dynamic and at the sa me time allows for the influence of chance factors (nature) and for the 

extent to which the players are informed  about the process when determining the outcome of the 
decision -making situations. In the context of using game theory in corporate strategic 
ma nagement, ensuring that the player is informed is the crucial aspect of acquiring the imaginary 
bricks to build a sturdy wall of strategy.  

3  Information in real corporate practice  

Game theory is able to work with various levels of information, which does not have to be only 
complete. In the context of playing strategic games, information is the key value for potential 
influence on the whole entrepreneurial environment. However, play ers do not act in accordance 
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with the real situation; they act based only on the information they possess. Information can be 

used in the context of specific conditions as a segmentation criterion to sort:    

¶ Situation as the absolute being = metalevel of reality not available to people (decision -
maker knows everything about everything, including knowing itself)  

¶ Complete information situation = 100% certainty = conditions of certainty  
¶ Situation being solved = judgment based on probability = conditions of ri sk  
¶ Situation not being solved = conditions of uncertainty  

Table 3  Division of the levels of available information  

SITUATION 

AS 

ABSOLUTE 

BEING 

COMPLETE 

INFORMATION 

SITUATION  

 

SITUATION 

BEING SOLVED 

SITUATION NOT 

BEING SOLVED 

 

  

   

Source:  Author  

In a complete information situation, the decision -maker knows everything about the strategic case. 
Although complete information mostly appears in hypothetical situations, it does not mean that 
there are no cases approaching complete information in corpora te practice. If we take as an 
example the need to make a decision about purchasing new machinery, then it is possible to 
analyse the relevant market and, after a comparison based on the given criteria, make a decision 
in the conditions of certainty (a mach ine will ensure a certain performance at a certain price and at 

a certain level of power consumption). Nevertheless, this is not strategic decision -making, but a 
lower - level decision -making within a certain established and accepted strategy.  

Strategic decision -making itself begins in conditions of uncertainty (or in the initial state of a 
situation not being solved) and the aim of strategic analysis (as a part of strategic management) is 
to transform these conditions of uncertainty into conditions of ri sk (outcome in the form of a 
situation being solved, approaching complete information) 2. In this respect, it is necessary to 

differentiate:  

¶ Situation ï an individual event, limited by an assigned meaning in the context of the 
solution  

¶ Situation space ï a set of individual situations providing a strategic information value  
¶ Strategic case ï a set of chosen situation spaces with strategic significance  
¶ Game space ï a set of all situation spaces  
¶ Strategic position ï mutual placement of game participants (companies and 

stakeholders) in the game space from the perspective of space - time determination  

For better understanding and a more detailed definition of the individual terms that will be used 
later, imagine a chessboard on which a company and its competi tor are playing a game. They 
compete using pieces which represent their stakeholders. The squares of the board represent the 
game space (all the squares with all the possible moves), which comprises situation spaces 
(individual squares), which in turn comp rise sub -situations.  

The size of the game space depends on the accepted level of discernment. Similarly, strategic 

cases have a certain level of discernment, which anticipates the character of the solution and 

conditions (a very low level of discernment ca n achieve the conditons of certainty, although the 
benefit of such simplification for strategic management would be minimal).  

The only relative certainty that one can at least partially rely on during the game are its given rules 
(such as legislation). Not  even those, however, are 100% dependable; in an unguarded moment, 
the opponent can decide to cheat. Opponents do not share information about their moves; on the 

                                                 
2 Risk can be measured, uncertainty cannot. Changes of outcomes are known for risk, but unknown for 
uncertainty. Risk is controllable, uncertainty uncontrollable. Probabilities are assigned for risk, not assigned for 
uncertainty. (Knight 2012)  
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contrary, they try to keep them secret and to realize misleading moves, while relying on the 

competitorôs attempts to infer moves based on the information shared by necessity. Some moves 

can then be taken with the aim to deliberately confuse the opponents or to lead them to a wrong 
conclusion.  

Cooperative and competitive character 3 of the relations hip are two sides of the same coin, with one 
being dominant over the other. Competitors essentially harm the company, but their presence on 
the market can also be desirable (in the case of duopoly, for example) and it can serve as a 
deterrent against ñbigger evilò in the form of new entrants, which would destabilize the established 

competition. In the case of stakeholders, cooperation also represents just the dominant aspect of 
the relationship (consider the interest of an employee to receive the highest po ssible reward for 
lowest possible amount of work versus the interest of a company to receive as much work as 
possible for as low a reward as possible).  

The application of game theory, and maybe even narrowly focused war strategies in the form of 
antagonist ic conflict, represents a specific case in which, especially in the environment of saturated 

markets, it is necessary to fight the competitor for relationships (a zero -sum game is played 
against the competitor, and a non -zero -sum game is played with the st akeholders). However, also 
in this case it is important to be aware of all the strategically relevant information about the 
stakeholders.  

Conclusion s 

The entrepreneurial environment does not equal only the purchaser market, as traditional tools for 
strate gic management often state in an attempt at simplification. On the contrary, the growing 
complexity of the entrepreneurial environment calls for increased complexity of the tools that are 

used to explain it. The new methodology of strategic management base d on stakeholder approach 
and game theory, which is presented in this paper, possesses this complexity and gives the solver 
of strategic cases room for development of strategies based on specific games played with 
stakeholders as well as with competitors.  

All this takes place in the environment of individual markets where companyôs stakeholders 
operate. The company competes with its rivals for the best relationships, using exchange of values 

as a means of competition.  

The information available to the playe r is a key factor of success. A game of chess is often used as 
an analogy (although chess is not a non -zero -sum game) to show that the success of a player 
depends on anticipating the opponentôs moves. It is a perfect situation for the use of abductive 

reas oning, which will be presented, together with a case study, in a follow -up paper called ñOn 
Application of Abductive Reasoning for Strategic Cases Solution .ò   

References   

Alchian, A. A. (1950). Uncertainty, Evolution, and Economic Theory. The Journal of Political 
Economy, 58(3), 211 -221.  
Blaģek, L.  et al . (2004).  VĨvojov® tendence podnikŢ. Ļ§st 1. Z§vŊreļn§ zpr§va vĨzkumn®ho ¼kolu. 
Brno: Masarykova univerzita, Ekonomicko -spr§vn² fakulta. Intern² materi§l. 
Blaģek, L.  (2016).  NovĨ pŚ²stup k analĨze podnikatelsk®ho prostŚed². Aktu§lne probl®my podnikovej 
sf®ry 2016. Bratislava: Vydavatelstvo EKONčM. 50-55 . 
Cenek , M. (2016). Konkurence ve strategick® analĨze podnikatelsk®ho prostŚed² dle 

stakeholdersk®ho pojet². Aktu§lne probl®my podnikovej sf®ry. Bratislava: Vydavatelstvo EKONčM. 
108 -116 . 
DlouhĨ, M . & Fiala , P. (2015).  Teorie ekonomickĨch a politickĨch her. Pra ha: Oeconomica, 
nakladatelstv² VĠE. 
Drucker , P. F. (2015).  Innovation and entrepreneurship: practice and principles . London: Routledge 

Classics.  
Freeman , R. E.  (2010).  Strategic management: a stakeholder approach . Cambridge: Cambridge 

University Press.  
Johnson , G.  (2014).  Exploring strategy . 10th ed. Harlow: Pearson.  
Kim , W. C . & Mauborgne , R.  (2005) . Strategie modr®ho oce§nu: umŊn² vytvoŚit si svrchovanĨ trģn² 
prostor a vyŚadit tak konkurenty ze hry. Praha: Management Press.  

                                                 
3 A company c an strike a ñmortal blowò to its rival in one move. For that, however, it needs to gain a 
stakeholder, who it does not have yet. A cooperative relationship thus determines success in a competitive 
relationship.  



25  

 

Knight , F . H.  (2012)  Risk, uncertainty and profit . Courier Corporation.  

Lampel , J, M intzberg , H.  Quinn , J. B. &  Ghoshal , S . (2014).  The strategy process: concepts, 

contexts, cases . Harlow, England: Pearson . 
Porter , M . E. (1985).  The Competitive Advantage: Creating and Sustaining Superior 
Performance . NY:  Free Press.  
Shapiro , C.  (1989)  The theory of business strategy . RAND Journal  of Aconomics , 20(1) 125 -137.  
Volek , J.  (2010).  Modelov§n² a Śeġen² rozhodovac²ch situac². Pardubice: Univerzita Pardubice.  
  

http://www.hbs.edu/faculty/product/193
http://www.hbs.edu/faculty/product/193


26  

 

On Application of Abductive Reasoning for Strategic Cases Solution  

Martin Cenek 1  

1 Masaryk University  

Faculty of Economics and Administration, Department of Corporate Economy  
Lipov§ 507/41a, 602 00 Brno 
E-mail: martin.cenek@mail.muni.cz  

 
Abstract: In corporate strategic management, the main value is knowing what, how, and when 
other players, who compete for a larger market share or better relationships with stakeholders or 
the company, are planning to do; this means solving strategic cases. The aim of this paper is to 
propose a procedure for solving strategic cases in the form of systematic rational inference of 
current and future moves of strategically relevant subjects in the form of a reconstruction of causal 
chains based on evaluation of facts an d experimentation.  

The methodology proposed here is a part of a new method of corporate strategic management 
using a stakeholder approach based on game theory (which is being developed at the Faculty of 
Economics and Administration of Masaryk University) and use of abductive reasoning and Charles 
Sanders Peirceôs trichotomy of methods.   

Solvers of strategic cases find themselves in situations which need to be clarified, while only 
possessing partial information from the whole chain of events. It is necess ary to widen our 

knowledge through inference to include an explanation of how the situation happened and a 
prediction of future events, which provide the desired focus of strategic management on the future.   

Keywords:  Strategic management, abductive reaso ning, inference, logic, pragmatism.  

JEL codes:  B41, D23, D43, D74, D81  

Introduction  

Being able to make the right decision is one of the basic pillars of a successful business. Every 
company encounters a large number of more or less significant decisions, w hich determine, to 
various degrees, further development of the organisation and its success. The decision -making 

includes everything from the operational level with a relatively high degree of certainty (for 
example whether to buy this machine or the other  one) to the strategic level with a crucial impact 
on the whole business in the long term.  

The amount of available information plays a significant role in decision -making. The more relevant 
information about the subject of the decision -making is available , the higher the potential for 
making the correct decision, which would, in the case of strategic management, lead to optimum 

strategy, i.e. the best possible solution from those available. However, information is not lying on 
the street somewhere, nor wil l it just pop out on you on the Internet. It has to be gathered and 
evaluated systematically, especially in the context of the conditions in which the competitor, as one 
of the relevant subjects, naturally wants to keep information secret or distort it.   

In practice it is not only advisable but completely necessary to solve strategic cases which require 
our knowledge to be broadened to include facts that are not apparently available. Systematic work 
with partial facts yields a reconstruction of the whole e vent and based on that it is possible to 

create predictions, which allow full focus on what is essential for strategic management ï the 
future.  

1 Solving strategic cases  

The importance of strategic thinking is often ignored in practice; this can be blamed on archaic 

tools like SWOT or Porterôs Five Forces, which disregard the need to focus on the future (Johnson 
2014, p. 4) instead of the past (the output of both tools is a simple description of the past). 
Moreover, these tools work with the unrealistic ide a of analysis based only on desk research and 

publicly available data, which is a simplification that is unacceptable for anyone who has ever 
engaged in strategic management in real life.  

The aim of solving strategic cases is to secure all information nec essary for formulating a strategy 
with the stakeholder approach (Freeman 2010), which means gathering information that is not 
directly available about the interests and behaviour of stakeholders and competitors. The strategic 
case solver enters a situation  of apparent chaos and tries to solve a puzzle. To succeed in that, the 
three methods ï induction, abduction, and deduction ï are used. Solving strategic cases can be 
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defined as systematic rational inference of current and future moves of strategically rel evant 

subjects in the form of a reconstruction of the causal chains through evaluation of facts and 

experimentation .   

Table 1  Structures of syllogism in induction, abduction, and deduction  

Induction  Abduction  Deduction  

Case 
These marbles 
come from this 
bag  

Rule  
All marbles in 
this bag are blue  

Rule  
All marbles in 
this bag are blue  

Conclusion  
These marbles 
are blue  

Conclusion  
These marbles 
are blue  

Case 
These marbles 
come from this 
bag  

Rule  
All marbles in 
this bag are blue  

Case 
These marbles 
come from this 
bag  

Conclusion  
These marbles 
are blue  

Source:  Author, based on Peirce (1958)  

Using induction, a rule is inferred from the facts that were gathered; this ruleôs role is to clarify the 

situation. Such a rule is probabilistic and forms the initial premise in the subsequent inference in 
the form of abduction ï accepting a certain hypothesis. The hypothesis should elucidate the 
situation in the most adequate and simplest way, in compliance with the imperative of simplicity 
and probability according to  logical and empirical criteria (Bonfantini and Proni 1983, p. 128).  

Along with the hypothesis, means of verification are also formulated; this is done through an 
experiment, or by verifying the individual facts through induction. If the examination of the  
individual cases results in their identity with the hypothesis, the hypothesis is confirmed and 

obtains the value of certainty, with the conclusion following necessarily, deductively. The whole 
process can be delineated thus:  

Å Initial situation ï chaos ï puzzle solving.  

Å Facts are gathered and used to induce a probabilistic rule, whose function is to explain the 

situation.  

ï Induction: Observation, fact/data evaluation.  

Å The rule obtained through induction introduces a new finding and forms the input of 

abduction for acceptance of the hypothesis (in the spirit of the imperative of simplicity and 

probability according to logical and empirical criteria).  

ï Abduction: Formulation of a hypothesis that reflects and explains the facts in order 

to clarify causes a nd consequences (chain of events).  

Å Through abduction, not only are events that already happened explained, 

but also future events are predicted (causal chain).  

Å Along with the hypothesis, its verification by experiment or inductive fact verification is 

est ablished.  

Å If the hypothesis is confirmed, it obtains the value of certainty and the conclusion follows 

from the premises necessarily, deductively  

ï Deduction: Deducing consequences that necessarily follow from the hypothesis 

(verified).  

This process helps co pe with information overload, which the solver has to contend with in current 
conditions. Mindless gathering of all data that is available, which tends to happen in SWOT 
analysis, is avoided, and only what was deemed necessary to verify the hypothesis is 

systematically sought and chosen. ñSifting through data sometimes seems like sifting through 
heaps of garbage. Before we gather it, we should be clear about what exactly we want to do with 

it.ò (PilnĨ 2016) 

Solving a strategic case can be compared to a game  of chess. Strategists implement their own 
strategies against the competitors (Shapiro 1989, pp. 125 -137), who make their own series of 
moves to ensure victory (Alchian 1950, s. 211 -221). Whether it is a strategy that is dominantly 
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proactive or reactive, i t is always good to know the probable moves of allies 4 and rivals  which 

influence the result and payoff of the game.  

Figure 1  The process of solving strategic cases  

 

Source:  Author  

Since the series of moves is the exact tool that determines the playerôs payoff, it is in the playerôs 
interest to carefully guard this information 5. To uncover the planned moves, it is necessary to solve 

cases of strategic significance (related to the planned moves of the allies and rivals in the future). 
In a systematic under standing of a business, a large amount of information leaks outside the 
system and enables a reconstruction, from partial facts, of the whole chain of events with a final 

explanation of the case, and also allows to accept predictions to take the appropriat e action.  

In business practice, a strategist faces a puzzle to solve. In apparent chaos, a strategic case, for 
which only a limited number of random facts is available, needs to be solved. Thus, to begin the 
attempt to solve the case, it is necessary to g ather facts that are relevant for the specific case. 
From these facts, a probabilistic rule, which should explain the situation, is induced. This is 
achieved by observation and fact (data) evaluation through inductive approach.  

The inductively obtained rul e introduces a new finding, which in turn becomes the input for the 
subsequent abduction process. It is abduction that represents the significant benefit of the 
proposed method, which stems from the work of Charles S. Peirce (e.g. 1957), and conveniently 
complements the mainstream of basic scientific methods of induction and deduction. Abduction 
results in the best explanation by formulating a hypothesis which is based on facts, while at the 
same time elucidating those facts (to clarify the chain of events using the individual facts). This is a 
process of reasoning in which one premise has the character of certainty and one of probability. 

The syllogisms leading to the acceptance of a hypothesis have the following structure:  

¶ Rule ï probabilistic premise.  

¶ Conclusion ï certain premise (ascertained facts).  

¶ Case ï application of the rule (probabilistic premise) to a specific case.  

                                                 
4 As pointed out by Adam Smith in ñThe theory of moral sentiments,ò (Czech translation ñTeorie mravn²ch citŢò, 
2005), in social systems, the strategist can influence the actions of the stakeholders (the imaginary chess 
pieces) only to a certain extent, depending on how beneficial the exchange of valu es is for them.  
5 Stakeholders also play strategic games in terms of their positions.   
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The probabilistic premise is where the ñvalueò of the strategist becomes apparent in the ability to 

be in compliance with the laws of nature and to utilize the acquired knowledge and experience. 

These abilities are the strategistôs input into the creation of the rule/premise, which is supposed to 
elucidate the situation and represents the simplest explanation of the case in the contex t of the 
acquired facts.  

Here we are operating in the area of phenomenological sociology, which is based on the 
assumption that all acts of social life (including human activity in the context of strategic cases) 
demonstrate an indexical nature and thus t heir significance is only understandable in a concrete 

situational context. Strategic cases are always realized in a certain physical, material, linguistic, 
and social context, which has to be taken into consideration if information should be valuable and 
useful, with a pragmatic benefit. Human interaction is thus antithetical to objective understanding, 
which simplifies the studied behaviour to a non - indexical level of non -contextuality.   

In relation to Peirceôs guessing instinct, the creation of a probabilistic premise signifies a growing 
ability of an experienced and knowledgeable strategist to correctly uncover rules which rationalize 

facts even though they might seem to be improbable. As soon as impossible alternatives are 
eliminated, the remaining one s have to be true or highly probable 6. To find a solution, the solver 
must choose and accept premises that relate to a certain condition which forms the basis of the 
hypothesis, thus enabling the application to a specific case.   

The established rule (prob abilistic premise) is linked to a known fact (with a value of certainty) in 
the form of a conclusion that was identified. The last premise is the application of the rule to a 
specific case. The outcome of abduction is a hypothesis in the form of a case or,  in other words, an 

estimate of the chain of events, from which only several links ï facts ï are initially known.  

The abduction process to find the best explanation is firmly tied to the subsequent deduction, from 
which the explanation follows necessarily.  Based on the knowledge of the laws of nature (generally 
speaking) we draw conclusions from the cases. If the conclusion is confirmed, then the hypothesis 
was correct. Through hypotheses we try to explain the findings and through the main hypothesis 
(deriv ed from the sub -hypotheses) to elucidate the strategic case that is being solved.  

Figure 1  Reasoning in relation to the main hypothesis and sub -hypotheses 

 

Source:  Author  

Using the established criteria for verification, first the individual sub -hypotheses  are tested and it is 
verified whether individual cases are in agreement with the hypothesis (in case of inductive 
verification of accordance with facts ï generalising from concrete cases). ñEach hypothesis has to 

be experimentally verifiable ò (Peirce 1958)7. After it is verified, the hypothesis ceases to be only a 
probability and becomes part of the deduction ï it obtains the value of a premise that is certain, 
which means that the solution follows necessarily, deductively.  

2 Case Study  

It is desirable to illustrate the proposed process of solving strategic cases using a concrete case: 
one that would be sufficiently brief and at the same time informative. A model case proposed by 
Frantiġek Bartes (2012), which focuses on an identical area of interest in creating competitive 

                                                 
6 Peirce himself points out that abductive reasoning is a part of everyday life for all of us, although it is a skill 
that is often disregarded and undeveloped.  
7 Experimental verification of hypotheses is carried out in accordance with the context of a strategic case that is 
unrepeatable in the social sciences.  
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Sub 
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intelligence as an information basis for corporate strategic management, is used to provide such 

illustration.  

Table 2  Using intelligence as added value to information  

 Characteristics  Example  

Data  
Solitary bits and pieces of 

knowledge  

2005: rival company A has 150 employees.  

2009: there are only 40 cars in rivalôs parking lot. 

Information  
A set of these pieces of 
knowledge  

Connecting these two facts yields the information 
that rival A is in serious trouble.  

Analyses  Extracted informat ion  
Analysis of these and other data and information 
shows that rival A has been significantly increasing 

performance.  

Intelligence  
Conclusion which enables 
a decision to be taken  

The rival company will extend its presence on the 
market and its future position might threaten us.  

Source:  Author, based on Bartes (2012, p. 36)  

The above table summarises Bartesôs process from data gathering to obtaining the final conclusion 

(in the form of intelligence), which enables the strategic decision to be taken. Us ing the example of 

the data that the rival company has 150 employees, but there are only 40 cars in the parking lot, 
the proposed process of abduction can be illustrated thus:  
 

Å 150 employees, but 40 cars (a fact obtained inductively)  

ï in this case an automobile is a typical means of transport  

Å ŹQ of cars Ÿ ŹQ of employees  

ï (rule/premise) = guessing instinct, indexical codes, accordance with laws of nature, 

knowledge  

Å ŹQ of cars in company Aôs parking lot 

ï (conclusion = certain and evident fact)  

Å In company A ŹQ of employees   

ï (case, hypothesis in the form of a probabilistic premise with a formulated 

verification method)  

 
The conflict between 150 employees and 40 cars forms the inductively obtained fact, while a car in 

the given conditions, with co nsideration of specific context, represents a typical means of 
transport. The outcome of induction is used as a certain and evident fact in the form of a 
conclusion ï the second premise of the subsequent abduction. The simplest explanation 

(rule/premise) a rrived at through guessing instinct is a decrease in the number of employees 
(unknown fact), which has led to the decrease in the number of automobiles in the parking lot 
(known fact). Connecting the rule and the conclusion thus brings a probable case of t he lower 
number of cars being a consequence of a fall in employee numbers. At the same time a means to 
verify the hypothesis by indirectly testing the development in employee numbers is accepted, for 
example:  
 
¶ Research into the labour market situation rega rding recent layoffs or hiring of new 

employees by the company (the numbers are known for four years back, which offers a 

lead to predict further development).  

o Publicly available information about the company (annual reports)  

o Labour market information  

o Myst ery shopping  

 

The hypothesis bringing the simplest and most straightforward explanation can be easily confirmed 
in this case by newly obtained findings about actual layoffs (according to information from the 
labour market and mystery shopping in the form o f enquiring about potential employment). The 
hypothesis is thus confirmed and becomes a fact. The solver can create new sub -hypotheses based 
on the extended findings, or, if the findings give sufficient ground , proceed to establish the main 
hypothesis:  

 
Å ŹQ of employees Ÿ ŷ in performance  
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ï (rule/premise), guessing instinct, indexical codes  (rule valid in the context of the 

given case and its specific characteristics), accordance with laws of nature, 

knowledge  

Å ŹQ of employees in company A  

ï (conclusion = certain  and evident fact)  

Å ŷ in performance in company A  

ï (case, hypothesis in the form of probabilistic premise)  

ï Formulation of the main hypothesis which explains the situation ï increase in 

performance and extension of presence on the market.  

Å Establishing the mea ns of verification (experiment or induction ï verification of individual 

facts).  

ï further sub - facts (subject continues accepting orders, purchases in large volumes 

from suppliers, etc.)  

 

In accordance with evaluation of further facts obtained inductively, the proven drop in the number 
of employees (in terms of the verified hypothesis) can lead to the best explanation, which is a rise 
in the companyôs performance with the ability to ensure the same or higher performance with a 

lower need for input resources in the form of mainly the labour force. Again, this reasoning is 
based on the overlap of guessing instinct, accordance with the laws of nature, indexical codes, and 
knowledge.  

The defined probabilistic premise is followed by the ascertained fact ï a decrease in the number of 

employees in company A ï with the subsequent case indicating performance growth, in the form of 
hypothesis. The verification of the hypothesis consists in asses sing the performance of the 
company in relation to the corresponding characteristics, which follow about the given factor 
outside the system:  
 

¶ Testing the ability to accept orders corresponding to a specific necessary employee 

number.  

o Mystery shopping  

¶ Exam ination of the amount and nature of supplies purchased from the suppliers.  

o Research on suppliers  

 

If these additional facts are in compliance with the established main hypothesis, then this 

hypothesis obtains the value of certainty, with the conclusion fol lowing deductively. The originally 
unclear situation, the strategic case, becomes clear.  
 

Å Deduction (the solution follows from the premises necessarily):  

ï If the hypothesis is confirmed, it obtains the value of certainty and the situation is 

clarified and f ollows necessarily.  

ï The hypothesis was confirmed ï there has been an increase in performance in 

company A.  

ï The situation is clarified.  

 
The clarification of the situation is followed by constructing predictions about further development 
(deductively), whi ch represents the second main value for corporate strategic management. The 

solver of the strategic case not only uncovered the causal chain, which leads to the new findings, 
but also acquired an informational background about the probable moves of the pla yers with 
regard to future events. If we again imagine the analogy of strategic management with a chess 
game, then it is clearly evident that such knowledge can be the key to winning the game.  

Conclusions  

People are naturally inclined towards playing games and searching for conditions approaching 
certainty. Even in a simple childhood game of marbles, or in p®tanque, they learn the mechanisms 

which increase the probability of a win. Similar algorithm is used  in the context of social games, 
workplace games, and others. The difference is in the higher complexity of the game, which 
requires a proportionate increase in the complexity of the mechanisms used to achieve success. 
Corporate strategies are a very compl ex type of game, depending on the level of sophistication of 
the participants and the environment. Supplying strategists today with archaic tools like SWOT or 
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Porterôs Five Forces analysis would equate to giving them a knife and sending them to a gunfight. 

It is necessary to go much further and in a certain sense to a metalevel, with the strategists 

standing above the horizon of all decisions and events and using this knowledge to their 
advantage.   

They key to acquiring such a metastrategic position is unc overing the moves (and their essence) of 
allies and rivals in the form of solving strategic cases on the basis of the presented approach 
according to Peirceôs theory of abduction and trichotomy of methods. Their implementation in 
strategic management propo sed in this paper carries the potential of ensuring that the player 

knows what was, is, and will be, in order to be able to create and implement offensive and reactive 
strategies supported by information, tending to the characteristics of an optimum strate gy. Scientia 
potestas est.  
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Abstract:  The paper examines role of additional risk parameter (Process Instruction 
Implementation (PII)) implemented into traditional Failure Modes and Effect Analysis (FMEA) 
methodology within the process risk management. The research was conducted on the case study 

using predefined risk factors of delivery process in selected large telecommunication company. To 
analyze the results, the Statistical FMEA were used to calculate responses from multiple 
respondents. The results show that th e respondents state that process instructions have positive 
impact on process risks in general (however with high standard deviation of responses). SAFMEA -T 
table shows that the risk factor with highest Risk Priority Number was number 6. Salesmen send 

wrong products, followed by 3. SAP system stops working ï both categorized as informational 
risks. The study also shows that the ranking of risk factors does not change significantly when the 

extended SAFMEA -T table is calculated.  

Keywords:  FMEA, SAFMEA, P rocess Management, Risk management  

JEL codes:  D81, M19 

Introduction  

Process management has to face manage various risk to avoid the impact on the business. 
Therefore, process risk management which handles identification, calculation and prioritization of 
r isk factors plays important role within the company. Using the process risk management, company 
is able to minimalize the impact of the negative scenarios.  

The contribution is using traditional Failure Modes and Effect Analysis (FMEA) to identify 

importance of defined risk factors within the delivery process. The Risk Priority Number (RPN) is 
calculated for every risk factor. The contribution also analyses th e enhanced FMEA methodology, 

when the additional parameter ï process instruction implementation is implemented.  

1 Literature Review  

1.1 Business Process Management within supply chain management  

Business process management (BPM) is perceived by many autho rs as vital part of contemporary 

management practice. BPM can be defined as ñconcepts, methods and techniques to support the 
design, administration, configuration, enactment and analysis of business processes.ò In recent 
years, information systems play imp ortant role in the business process management (Weske, 
2012).  

Business process management is able, if successfully adopted, to provide company ability to serve 
the customers more efficiently (Smith & Fingar, 2009). The risk management is important part of 
business process management.  

Cavinato (2004) defines categorization for identifying risks and uncertainties in supply chains 
management:  

¶ Physical ï relating to actual movements of goods  
¶ Financial ï relating to cash flows and costs  
¶ Informational ï consistin g electronic systems, access to information  
¶ Relational ï relating to relations between company ï supplier -  customer  
¶ Innovational ï relating to innovation risks  
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1.2 Failure Modes and Effect Analysis (FMEA)  

There are many methods used for detection of accidents and risk analysis. For example, Hazard 
and operability of Study (HAZOP) or What if method. However, Failure Modes and Effect Analysis 
(FMEA) is more widely used method. (Kubeļkov§, 2009). The main role of FMEA is to discover and 
to eliminate pote ntial failures (Liu, 2013). Additionally, the method is used for summarization of 
risk information which is presented to the management (Stamatis, 2013). The conventional FMEA 
method is calculated by using three main parameters ï Severity ( Sv ), Likehood ( Lk), and Detection 

(Dt ) (Mohsen, 2016). The main outcome of the method is Risk Priority Number index (RPN) which 
is used for identification of overall risk. It is also used for ranking the risk factors, so management 
can prioritize between them (TichĨ, 2006). All parameters are described on a scale from 0 to 10 
where 10 is the highest. That makes RPNmin = 1 and RPNmax = 1000 (Lipol, 2011). It is common 
that RPN = 125 is considered as a limit for the calculated risk as high (TichĨ, 2006). The calculation 
of R PN index is shown in (1).  

Ὑὖὔ ὛὺzὒὯzὈὸ  (1)  

The very important fact is that FMEA methodology is very variable, which is due to relativity of RPN 
index. Other parameters can be implemented into the method ïFear (Fr) or vulnerability (Vr) are 

the ex amples of often use. By using the parameter extension FMEA method can more accurately 
reflect specific conditions of the examined field. The calculation of extended FMEA risk index 
(RPNex) is shown in (2) (Tichy, 2006).  

Ὑὖὔ ὛὺzὒὯzὈὸzὔὩύ ὖὥὶὥά  (2)  

There are many possible utilizations of FMEA -  from the original use in industry quality risk 

analysis, over project management, to investment risk assessment. The outcomes of the analysis 
could be in different forms ï FMEA table, risk matrix or risk maps.  The outcomes can also focus 
only on selected parameters ï like in risk matrix where used parameters Lk  and Sv ) (Korecky, 
Trnkovsky, 2011; Januska, 2015).  

In practical situation however, FMEA methodology has its drawbacks (Liu et al., 2012). Mostly 
recogni zed limitation is that different combinations of Sv, Lk, Dt can produce the same RPN index 
therefore some significant information about risk can be lost (Mohamed & Robinson, 2010). 

Moreover, some authors argue that formula for calculation RPN is questionab le, mathematical 
number RPN is not continuous and it is sensitive to variations in risk factor evaluation (Geum et al., 

2011; Liu et al., 2011).  

Another major weakness is that FMEA is based on prerequisite that values of parameters are set by 
experts in co nsensus. However, this is mostly impracticable in the team of experts. Therefore, the 
methodology called Statistical FMEA (SAFMEA) was developed to find statistical evaluation of the 
multiple responses (Tichy, 2006). The process of gathering source data is  similar to FMEA 

methodology and it consists of filling SAFMEA -E form by all participating experts.  

The calculation of SAFMEA methodology is as follows. Firstly, in every row j  (ie. for every risk 
factor) for every expert k , values Ὑὖὔ are calcul ated as it is shown in (3).  

Ὑὖὔ  Ὓὠ  zὒὯ  zὈὸ (3)  

For every row j  there are ne expert values. After that for every risk factor the arithmetic mean of 
RPNE values is calculated (4).  

άὙὖὔ  
В

  (4)  

For ne Ó 5 RPN it is advised to calculate standard deviation of variance. 

ίὙὖὔ   В Ὑὖὔ άὙὖὔ   (5)  
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For ne Ó 5 it is also suggested to calculate estimated distribution quantile. 

ήὙὖὔ άὙὖὔ  ίὙὖὔ (6)  

The r esults (risk factors) create summary where all risk factors have their ήὙὖὔȟάὙὖὔȟίὙὖὔ 

calculated. Furthermore, the results can be divided into these overviews:  

¶ Sorted by άὙὖὔ 

¶ Sorted by ÍÁØὛὠ 

¶ Sorted by ήὙὖὔ 

 

2 Methodology  

The research used in the contribution is focused on the case study in selected large 
telecommunication corporation. According to the internal analysis, the major risk factors of delivery 
process were defined. Following Cavinato (2004), these  identified factors can be categorized as 
follows -  four risk factors are in informational category, two in relational category and two in 

financial category. The research follows up on these outcomes by using web -based questionnaire 
which was used to gath er the responses from senior process and product specialists within the 
company.  

The questionnaire was designed to two major goals. Firstly, to identify whether the implementation 
of process instruction can lead to elimination (or lowering) risks within th e process management. 
Secondly, the respondents were asked to examine every particular risk factor by assigning values 
to enhanced FMEA parameters. The results were analyzed by using the SAFMEA methodology.  

The web -based questionnaire was sent to 13 senior process and product managers within the large 
telecommunication company, where 10 of them responded (which makes response rate 77%). The 
research was conducted in summer 2018.  

3 Results  

The first part of t he research was designed to verify whether the process instruction can positively 
influence (ie. eliminate or lower) process risks. On the scale from 1 (process instructions have 

crucial impact on lowering risks) to 10 (process instructions have no impact) , the respondents in 

average answered positively (with value 4,1) however the standard deviation is fairly high = 1,76 
which means that the respondents have very different view on the influence of process instructions 
within process risk management.  

Intere sting results are from partial defined risk factors, which shows the average PII values at 6,3 
and standard deviation 2,4. It indicates that in predefined risk factors the process instructions have 
in average lower impact that it is perceived in general. M oreover, the standard deviation is higher 
which indicates that the view on the role of process instruction in process risk management is 

perceived very differently amongst the process & product managers.  

The second part of the research was focused on the defined risk factors and by using the traditional 
and extended FMEA methodology to identify the size of RPN (and its rank). Also, it was analyzed 
how additional parameter would change the overall RPN and what influence it has in risk factor 
ranking.  

The r esults of simplified SAFMEA -T table is showed in Table 1. It shows that in traditional FMEA, 

the factor with highest RPN is 6. Salesmen send wrong products, followed by 3. SAP system stops 

working. According to Cavinato (2004) these risk factors can be cat egorized as informational risks.  
The risk factor with lowest RPN are 8. Carrier cost increase and 7. Costs increase in logistics 
department ï both of these factors can be defined within the financial risk category.   
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Table 1: SAFMEA-T table reflecting r esponses from SAFMEA -E forms  

Risk factor  ἵἠἜἚἲ
Ἇ ἵἠἜἚἲ

Ἇἦ Rank E Rank EX 

1. Salesmen send faulty orders  115  511,4  3 6 

2. CRM system stops working  89  742,2  6 4 

3. SAP system stops working  133  1148,1  2 1 

4. Delivery rate drops  112  765,4  4 3 

5. Carrier delays orders  108  564  5 5 

6. Salesmen send wrong products  191  1090  1 2 

7. Costs increase in logistics department  81  377,2  7 7 

8. Carrier costs increase  48  230,8  8 8 

Source:  Author  

According to the SAFME methodology, when ne Ó 5 it is recommended to calculate estimated 
distribution quantile which gives view on index randomness. The result is detailed SAFMEA -T table 

which is shown in the Table 2. Because of the high values of standard deviation which were 
identified within the  first part of the research, for every risk factor, the coefficient of variation is 
calculated. It is possible to see that the variability of responses across the process and product 

managers is very high. As mentioned in the theoretical review, the main p rerequisite for FMEA 
methodology is based on the consensus amongst experts. However, the results show that 
responses can vary considerably. The results also show that with implementation of fourth 
parameter, the variability of 5 risk factors increased.  

Table 2: Detailed SAFMEA -T table  

Risk factor  □╡╟╝▒
╔ ▼╡╟╝▒

╔ ▲╡╟╝▒
╔ □╡╟╝▒

╔╧ ▼╡╟╝▒
╔╧ ▲╡╟╝▒

╔╧ VE VEX  

1. Salesmen send faulty 

orders  
115  72  187  511  285  796  62%  56%  

2. CRM system stops working  89  48  137  742  472  1214  54%  64%  

3. SAP system stops working  133  99  232  1148  1053  2201  75%  92%  

4. Delivery rate drops  112  84  196  765  745  1510  75%  97%  

5. Carrier delays orders  108  65  172  564  521  1085  60%  92%  

6. Salesmen send wrong 
products  

191  210  401  1090  2101  3191  110%  193%  

7. Costs increase in logistics 
department  

81  94  176  377  428  806  116%  114%  

8. Carrier costs increase  48  53  101  231  222  453  109%  96%  

Source:  Author  

According to FMEA methodology the RPN index has major drawback in its cumulative nature. It 
combines three (or in case of extended version -  four) parameters together. Therefore, there could 

occur combination of parameters where significant information is lost.  

The solution of this drawback can be eliminated by using risk matrix. Risk matrix is showing the 
risk factors in context of mean value of Severity (Sv) and mean value of Likelihood (Lk). The risk 
matrix ignores parameters Detection (Dt) and Influenc e rate of mentor (Me) (Hnilica, 2009). The 
results shown in Table 3 shows that the risk factors 2. CRM system stops working and 3. SAP 

system stops working are within the alert zone with highest combination of Likehood and Severity 

parameters.  
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Table 3: Risk matrix  

Likelihood 

( Lk )  

Severity ( Sv )  

0-1,99  2-3,99  4-5,99  6-7,99  8-10  

8-10       

6-7,99    (6)    

4-5,99   (8)  
(1); (4); 
(5); (7)  

 (2); (3)  

2-3,99       

0-1,99       

Source:  Author  

Risk matrix has also some drawback. The most evident is that it ignores the former parameter 
Detection and new parameter Process instruction implementation. This drawback can be overcome 

by creating table with partial results or by using the Risk map diagram.  

Conclusions and discussion  

The business processes have to face different type of risks. From financial, informational, relational 
to physical. There are many tools and methods how managers are able to identify and mitigate 
these risks (i.e. HOZOP, What if analysis). However, the wid ely used method is FMEA. FMEA 
methodology has significant advantage in its variability. Therefore, it is possible to adapt the 
methodology for the specific condition of examined case. In this case, the FMEA methodology was 

enhanced by using new parameter ï process instruction implementation. The hypothesis is that 
process instructions (and its ability to implement to the processes) can have positive impact on the 
process risks. Thus, the research was conducted on case study of delivery process in the large 
telecommunication company. The respondents were chosen from senior process & product 

managers.  

The research shows that in average the process instructions are perceived as beneficial for lowering 

the process risks (average 4,1). The noteworthy result is t hat the answers have high standard 
deviation (1,76) which shows quite significant dissent in the view on the role of process instruction 
in process risk management.  

The next part of the research was focused on the chosen risk factors (predefined by compan y 
internal analysis). The SAFMEA -T table was created by using the filled SAFMEA -E forms. It shows 
that the highest perceived risk factor is 6. Salesmen send wrong products, followed by 3. SAP 
system stops working. Those factors can be categorized as inform ational risks. On the other hand, 

the risk factors with lowest perceived risk are 8. Carrier cost increase and 7. Costs increase in 
logistics department ï both of these factors can be defined within the financial risk category. 
Moreover, it is remarkable t hat the variability of the responses is very high. It shows that the 
respondents do not have similar view on the perceived risk factor and it is important to use 
SAFMEA- type analysis.  

The other interesting outcome is that the ranking of the extended SAFMEA -T table does not change 
significantly. Therefore, the new parameter didnôt have significant impact on the risk factor 

ranking.  

Nevertheless FMEA (SAFMEA respectively) are able to bring interesting and useful results which 
managers can use in their process  risk management. The problem is that (at the moment) there 
are no tools which are provided to gather and calculate SAFMEA indexes for free. The project which 
is published on the website www.SAFMEA.com  has simple goal ï to help gather the data from the 
respondents (even with additional parameter) and to provide outcomes automatically.  

http://www.safmea.com/
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Abstract: The success in business is always a priority in every nation, because the companies are 

the basis of the economic life, the GDP producers. The fluctuation is very high, there are appearing 

and disappearing very frequently. However, there are some, who can function for a long time, 

producing profit and contributing to the local, regional or even national development. What is the 

ósecret formulaô, which makes them successful? What could be behind the numbers, tables, and 

diagrams?  

Our research tries to look behind the scene to find this formula, building on the human factor. We 

are asking Hungarian managers and entrepreneurs to show us how are they organizing the 

operational activities, how can they organize their times, which practices are working and what 

they would like to change. We ask them to formulate the idea of success and to describe the traits 

that characterizes the successful leaders.  

The results of the research will give us the opportunity to draw a ñsuccess thinking mapò, which will 

contain thos e directives, managerial company philosophy describer thoughts, managerial habits 

and technics, which raise or could raise to the front line the most successful companies.  

Keywords:  SME, strategic management, best practices, leadership, success  

JEL codes:  M12, M13, L21, L25, L26  

I ntroduction  

Our main goal is the cognition of the micro - , small -  and medium sized companies and startups 

managerial and marketing practices with special focus on some parts of the managerial success 
thinking -   like emotional intel ligence, management culture, personality types - , on the control of 
the strategical key processes ï like innovation, branding ï and on the focal point of the marketing 
strategy.  

Recently Karda (2009) examined the strategical nature of the managerial activi ties and Szab·, et 
all. (2012) the sectors connected to innovation. Varga (2015) in his study drew attention to the 
contradictions experienced in the SMEs, in the business culture, the lack of informatical knowledge 

and the cause of untrained managers. Fro m the other part was only tangentially researched the 
question of managerial success thinking.  

Similarly, new and exciting opportunities projects the result from the comparison of the SMEs and 

startups successes with the corporations/multinational company ôs results. We are investigating in 
both databases, hopefully can detect some eventual similarities and differences.  

In the present paper, we summarize the results of the pre - research based on Hungarian focus 
group interviews, highlighting the theme of st rategy and company core values. It is a pilot -
research with double goal: pretesting the large -scale research questionnaire, as well as assessing 

the problems appeared in the examined theme among leaders that expects solutions (Berke , 
2017) . This project was supported by EFOP - 3.6.1 - 16 - 2016 - 00007  ĂIntelligens szakosod§si 
program a Kaposv§ri Egyetemenò at the Kaposv§r University.  
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1 M aterial and methods  

In the frame of this pilot research, w e organized five focus group interviews  in different locations in 

Hungary, mixed with entrepreneurs and leaders. This way we have a sample of 20 subjects, all of 

them managers, leaders or entrepreneurs, which presents the basis of this report.  

For the compilation of the moderator guide we used different authorôs materials, drawing on ideas 

firstly from Epstein (1997); Goleman (1995); Maxwell (2007); Marques and Dhiman (2017); 

Bennis et al. (2001); Berde and Felfºldi (2004); Tak§cs (2017); Allen et al. (2016); Durst et al. 

(2018); Ensley et al. ( 2006) and Rothstein and Burke (2010).  

The moderator guide contains from the projective research technics: association games, card 

games and self -evaluation. It is 4 pages spread, from which 2 pages are test pages based on 

models created by Sinek (2009); C ovey (2013) and Kim and Mauborgne (2005).  

From the totally 13 big issues ï because of the spread ï this paper focuses in four. The remained 

issues are summarized in other papers.  

1st group ï Kaposv§r: 4 persons, a farm leader, a freelancer trainer (who worked for 20 years at a 

multinational company); the leader of an environmental sustainer company; the executive of an 

urban development company in project -  and financial management and a sales and acquisition 

manager from a milk producing company, economi st, former commercial manager;  

2nd group ï Budapest: 3 persons, a master hairdresser, who is a successful entrepreneur in the 

world of fashion and film; a risk manager from a bank with previous multinational experience and 

an IT entrepreneur came from the bank sphere, now leading his company with 20 employees;  

3rd group ï Budapest: 2 persons, one of them leads a multinational business in the wellness 

sector, a logistical center in Hungary and Romania and an executive, the owner and CEO of a 

telemarketing co mpany with almost 100 employees;  

4th group ï Zalaegerszeg: 5 persons, a former consultant of an organizational development 

company, now freelancer entrepreneur in training, business coaching and consulting; a former HR 

consultant entrepreneur, now HR manag er at a multinational company; a sales manager at a 

furniture producer multinational company; a finance manager at a job outsourcing medium sized 

company and a middle manager from a mutual savings bank. It is important to note that all of 

them are business  coaches;  

5th group ï Kaposv§r: 6 persons, a leader of a civil organization, who affirms that he is an 
amateur leader, because has no qualification in the field; an assurance entrepreneur came from 
the wholesale trading to the financial area; a leader of a  newly registered company; an accountant 
entrepreneur; a project designer company executive, also entrepreneur and an university teacher, 
who is also an entrepreneur, a trainer.  

2 R esults and evaluation  

2.1 Daily acts and daily good practices of successful  leaders  

This paper presents the second part of the questionnaire filled by our target group. The first part 

was about the strategies and strategical thoughts of successful companies with the identified core 

values. In this part, we are asking about everyd ay life and actions of the successful leaders and 

entrepreneurs.  

We firstly asked them about what they are doing day by day for their companies to be more 

efficient in the market. Our goal is to find good practices, good solutions and good ideas, what 

fun ctioned and could help others in the future.  

Regarding the best practices we observed, that there were frequent the task management 

systems  supported by modern technics and the continuous, conscious communication . We 

highlighted the answers supposed to be  effective or thought provoking:  
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Some of the good practices:  communication, task management, flexible working time  

ñWe introduced an online task management system, which evoked the long, protracted discussions 

and this way everyone knows their daily tasks,  moreover, those for the next 10 days and the 

perspective ones, too. This way, I had time to observe how the communication in the organization 

is and I realized that within a certain time came the classical annoying situations. In these cases, I 

ask them t o discuss them in a rational way, to function for the goal of the company. This is my 

perception, and I saw that my colleagues agree with me ï in the view of efficiency ï that I give 

them freedom. I am interested in results, not in performances. I formulat e this in the way, that can 

be performances with no results, because, for example a person could work a lot to put the ground 

from one pit to another, but without any reason. Instead, I introduce as much work in the 

organization as it is necessary, and the  most important is to keep the deadlines. This is my 

preceptéEveryone can reach the server from home, so can work on Sundays, too, the point is that 

if I say that a work has to be ready on Monday, than it has to be ready on Monday. I give this kind 

of free dom to everyone and there are some colleagues who lives with and there are others, who 

thinks that their efficiency depends on the strict working hours, from 8 to 16. I saw the results by 

sustaining the theming technically , paying attention to communicatio n  and giving them 

this kind of freedom to choose working time. And I think that this brings us results. The name of 

the software is óJust Doô, made by a company from Kaposv§r and can be operated with low costs. 

Even so, we are now developing our own.ò (Project office ï Local government Company).  

ñWe also have a task management system  because there are routine tasks, which are managed 

at daily, monthly, or quarterly level. We have many fields and the attention is dispersed. This is a 

self -developed software.  The individual tasks are relevant, those ones we are the supervising tool 

to see, if the colleagues introduced some problems or deficiencies, because problems or 

deficiencies are all the time. If not appears on the list, means that they left out something . The 

other important thing is to roam around the area continuously . Besides weekly I walk around 

to see how the employees are .ò (Farm ï Entrepreneur).  

ñI have nights when I wake up and reminds me an idea, which I suddenly record on my cellphone. 

I am luck y, because my daughter is the office manager and she organizes the weekly meetings, 

where there are discussing the problems and tasks. We also are organizing 10 minutes 

brainstorming  for different tasks. Another thing that our employees are from a very lar ge scale, 

there are very different and we have to solve their problems. We have 3 -5 relevant points that has 

to be in focus. We cannot plan much because the many changes. 60 -70% of our work is 

unplannable.ò (Food industry ï Distribution Centre)  

ñAt this new business I have to make new connections, build networks, so I make address lists 

each day, collect availabilities, call people, which is my weakness. I donôt like to make calls and I 

still do it.ò (Social area ï NGO)  

An extraordinary active and committe d middle manager uses creative tools to raise the 

efficiency  in the company, to motivate and develop employees :  

ñMy life is about keeping the employees at the workplace and to make them ready to work with me 

because we have that amount of work which has to  be done. We can variate a bit, but we have to 

work. We have weekly group -meetings in which I try to inform them ï the lack of information is 

specific in this kind of organization, so nobody knows anything, and everyone has the feeling that 

he does not kno w what is about. This way I talk them about what am I doing, then ask them to tell 

what are they doing, so we are going around and everyone shares what they are doing and what 

are the things which needs assistance, this way everyone knows what others are d oing. This is 

regular. We have informal meetings  too, common meals, where things come up and we can talk 

about them. These are regulars too, each week in form of breakfast or lunch using the meeting 

room. Now we are starting some morning yoga classes, ones  a month for our colleagues. It is a 

high demand and seems that we found sources to finance it. We have óprofessional daysô ones a 

month. I hear at the University about many free conferences and I send someone from the team to 

each of them. Then they are s haring to the others what was about. This is the óknowledge 

sharing ô part. This day we are organizing also a cake competition, so everyone cooks a cake and 

usually the guys are winning. Another thing I also do and it works, that the different 

methodologies , which came up, I organize in form of workshops . For example, the Social Photo 
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Matrix technique, which is about mapping the unconscious, how they are, feel at work. Every 

colleague has to make a photo about how he feels. Then, at the workshop, we are projecting the 

pics for 20 seconds and everyone has to associate a thought. Someone collects them, then we try 

to find out what shows to us about the organization. Another one is the ódispute workshopô, which 

is a methodology about disputing without hurtin g the other party. Now we have a regulation 

change, which makes questionable almost everything what we are doing and the question is about 

will be life after the change and, if yes, what would we do. For this, we also have a board game. 

Every month I try t o insert something to help them to feel better, because it is hard to work at a 

multinational company.ò (Financial institution ï Multinational Company)  

At starting businesses, the total commitment  and dynamism  are very visible:  

ñI read 2 hours a day and listen 2x speed youtube videos. I deal with the company around 100 

hours a week. This works for a while, this is the 100 hours workweek by Elon Musk and it has its 

results.ò (Startup Company) 

Many leaders highlighted the importance of personal relationships  in the communication with 

colleagues:  

ñFor me, it is a daily routine, which is instinctive, that I call every person by name . So, I great 

them as: Hi, Bal§zs! Moreover, while chatting, I pronounce their name. Because they like to hear 

it. I donôt use their name as a strategy, I want them to know that I am talking to them. I do this in 

a daily basis. Then I continue with óHow are You?ô; óYou look nice!ô; óWhat a beautiful hairdo!ôéSo I 

put a compliment, too, this is my daily routine.ò (Manufacturing industry ï Multinational Company)  

ñI start the day with a óWhatôs up?ô. Every morning, passing through the office asking óWhatôs upô. 

This releases the tension I think. Recently I started to dance Charleston. While I worked at bank, it 

was a daily routine that I p laced myself in the middle of the space and danced a Charleston, 

because we were under pressure due to the morning meetings. This is very important; it is not 

only about morning meeting, starting meeting, closing meeting, weekly meeting, Wednesday or 

Friday meeting. Sometimes means more a óWhatôs upô, because maybe starts a discussion in the 

office which in a meeting surely wouldnôt came to surface.ò (Service Industry ï Multinational 

Company)  

ñI donôt have daily routines but I have routine. Moreover, removing the daily word it is easier. For 

me one routine is the customer visit and the maintenance of personal relations  in a permanent 

basis, at least once a month. I try to reach everyone once a month, because it is important. 

Therefore, it is not enough a cal l or an email. You have to go out, eat something together and talk 

a lot, not only about work. Things we are not writing down. This gives the possibility to talk and fix 

things what are not working. Sometimes we are watching the results at work or at busin ess to see 

if it is the right direction, or not. If not, then what should be done and how to go back to the right 

direction. It is need for guidelines and good examples. One has to pull, and has to pull the others. 

This is a leader task.ò (Furniture industry ï Multinational Company)  

2.2 Blue Ocean Strategy ï What would you like to change for your company to be more 

successful?  

Kim and Mauborgne (2005) presented the Blue Ocean ï market place without competition -  

Strategy, which refers to the blue ocean as the place of endless opportunities against the red 

ocean, which is a market place full of stress. The essence of the Blue Ocean business model is to 

transfer the focus from the competitors to the capturation of new blue oceans. This strategy 

stimulates to break up with old habits and to include new elements. The strategy is not a 

theoretical model, it is developed by analyzing the óbest practicesô. There are many companies 

which started to use it, and researchers, who studied them. It was Leavy (2018), who analyzed the 

process of innovation and itôs practical application, or Komulainen and Siltala (2018), who analyzed 

the twentieth centuries western co -operative customers common success - failure patterns, as well 

as Denktas -Sakar and Surucu (2018), who studie d the augmented reality in the industry, the 

application possibilities of one element of the Blue Ocean strategy in maritime industry.  
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One of the analytical tools of the Blue Ocean strategy is óBlue Ocean Leadership Gridô, a 

methodology of defining the bus iness strategy with the help of four ósimpleô questions about what 

value factors has to be eliminated, reduced, raised or created. This is more a principle, then a 

methodology, the principle that anyone, who wants to create a Blue Ocean has to consider 

tho roughly the questions and the answers given (Gyurk·, 2009). This eliminate - reduce - raise and 

create grid was filled by our interview subjects. We also used the article of Kim and Mauborgne 

(2014) about Blue Ocean Leadership for our research.  

First of all, let us see the number and distribution of answers. Our sample consists of 20 managers, 

from which only 8 declares that there are activities which they would like to eliminate, 16 said that 

they have activities which would reduc e, all of them wants to raise some and most of them, 18 are 

ready to create new ones.  
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1 . Figure  Blue Ocean Leadership Grid  

Would eliminateé Would spend less time on ité 

-  to do everything by myself  

-  to be everyoneôs solution 

-  the corridor gossip  

-  administration  

-  bureaucratic tasks  

-  first round job - interviews  

-  travelling  

-  customer service  

-  extra working hours  

 

-  administration ï (n=4)  

-  data processing  

-  not relevant electronic mailing ï (n=4)  

-  travelling ï (n=3)  

-  dealing with not relevant problems  

-  meticulousness  

-  answering irrelevant questions  

-  concrete daily tasks  

-  long meetings  

-  multitasking  

-  time robbers  

-  outside information  

-  customer service  

Would raise é Would invest more planning iné 

-  delegation  

-  marketing efficiency  

-  process automation  

-  effi ciency of communication  

-  team dynamics  

-  number of customers visits  

-  my own commitment and courage to 

invest in future  

-  product portfolio  

-  the time and occasions to meet 

customers  

-  team working  

-  my free time  

-  the number of facebook sharing  

-  conference participations  

-  teleconferences  

-  time spent with colleagues  

-  teleworking  

-  regular lunch with colleagues  

-  supervision of expenses  

-  personal training plan  

-  professional training  

-  sales efficiency  

-  communication by phone or personal  

-  colleagues decision makings  

-  trainin g myself and others  

-  strategical brainstorming  

-  the requirement of achieving the goals  

-  efficiency, productivity  

-  GTD (Getting Things Done)  

-  establishing relationships  

-  acquiring  

-  reading professional literature  

-  chats and feedbacks with colleagues  

-  online marketing  

-  exploration of technical possibilities  

-  financial planning ï (n=2)  

-  preparation of strategic decisions  

-  knowledge upgrade  

-  market analysis  

-  working in advance  

-  discussing the strategical steps  

-  further elaborating themes  

-  colleagues selection  

-  transformin g working conditions to 

make work more creative  

-  compliance with new regulations  

-  business line ï 4DX system  

-  the important and urgent; important 

but not urgent; not important but 

urgent and not important and not 

urgent task categorization  

-  image planning  

-  pro motions, events  

-  competence enhancement at 

managerial level  

-  to train each colleague to search 

continuously for efficiency raising 

elements and to use them in their work  

-  jointly created company vision  

-  automation potential  

-  prioritization  

-  sales  

-  address list  creation  

Source : Own data based on the completed test sheets of focus group interviews  

We could summarize the received answers in the following way: there are more, who would like to 

reduce  the administration and bureaucracy , one of them would eliminate them. The other, to 

be reduced  activity by more responders was the unnecessary communication , to spend less 

time to unuseful emails, then to reduce the travelling time, both of them justified by efficiency and 

time management.  If we watch the other answers too, we can see that the better exploitation of 
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the time factor and the raise of efficiency is the goal. The number and the dispersion of the 

answers given to the question of what they would like to raise , by grouping them we  could divide 

them into: self development, the raise of self - efficiency  (like: reading professional literature, 

conference participation); staff development  and efficiency raising ; strengthening the 

teamwork  and improving working conditions  by the raise of  mood and motivation. Only few 

thought were about concrete activities like marketing and customer acquiring activities. Regarding 

the activities requiring more planning  we found activities regarding strategy , long term 

planning  and activities that are more  concrete.  

2.3 Strengths and areas for improvement  

The next question regarded the daily activities, which leads them to success. Namely, what are 

their strengths as leaders and what areas should be improved that managers or entrepreneurs to 

be more succe ssful. These questions includes the internal factors from the SWOT analysis, factors, 

which depends on the subjects, in this case, leaders. Instead of weaknesses, we asked them the 

fields to be improved.  

We collected the answers in the test paper, and the n categorized them in the following table:  
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2 . Figure List of strengths and areas for improvement  (N=20)  

My strengths as manageré I would like to improve them to become most 

successful manageré 

-  can quickly see the process and quickly 

decide (n=3)  

-  smile  

-  continuously train myself (n=2)  

-  sturdiness (n=3)  

-  sincerity (n=3)  

-  decision making capacity (n=2)  

-  could handle people  

-  high EQ  

-  motivational ability (n=2)  

-  leading by example (n=3)  

-  perseverance (n=2)  

-  good visions  

-  being a ĂBulldozerò  

-  empathy (n=7)  

-  organizational skills  

-  logical thinking  

-  holistic approach  

-  humor  

-  efficiency  

-  enthusiasm  

-  creativity  

-  system approach (n=2)  

-  human -centeredness  

-  target orientation (n=3)  

-  data -centeredness  

-  flexibility  

-  load capacity  

-  attentively  

-  fairness (n=2)  

-  guiding  

-  good communicator  

-  loyal (n=2)  

-  predictability  

-  serenity  

-  prudency in decision making  

-  practicality  

-  pragmatic realization  

-  self -knowledge  

-  problem -solving ability  

-  Ăwhy notò approach 

-  openness  

-  sensibility  

-  seeing the essence  

-  wide scale professional knowledge 

(n=2)  

-  sense of responsibility  

-  consistency  

-  awareness  

-  reliability  

-  helpfulness  

-  delegation (n=2)  

-  process automation  

-  classify myself forward in order of 

importance  

-  to learn to rest  

-  communication (n=3)  

-  professional knowledge (n=2)  

-  time management (n=6)  

-  patience (n=2)  

-  self -acceptance  

-  to ask for feedback  

-  continuous self - training  

-  confidence  

-  Ătendernessò 

-  focusing (n=2)  

-  bureaucracy tolerance  

-  tolerance toward colleagues who 

require more leadership  

-  reducing irritability  

-  self -development  

-  training of key persons  

-  Ăout of the boxò thinking 

-  consistency  

-  carrying out ideas  

-  development of non -existent 

knowledge  

-  listening  

-  purposeful planning  

Source : Own data based on the completed test sheets of focus group interviews  

If we analyze the strengths , we can see that main part of them refers to human factors ; only 

two of them mentioned the professional knowledge. The rest was all human factors; they listed a 
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large scale of managerial skills  and among them many emotional intelligence competencies . 

Gole man, Boyatzis and Mckee (2002) was searching for years the emotional intelligence, until they 

built up a skills list containing 27 competencies in four dimensions, which later was reduced to 18. 

The four dimensions are the self -awareness, self -managing, so cial awareness and relationship 

management (D®nes & Berke, 2013). We could highlight from them the empathy and its synonyms 

as sensibility, helpfulness and human centeredness that are specific almost for all responders. 

However, we can find also the strategic vision , which also appears in many forms and the 

motivationa l traits . We would highlight the affirmation ñwhy notò, beside which it is the openness 

and flexibility, a very important attribute of a successful leader.  

Regarding the areas which needs improvement  we can observe that significant number of 

persons menti oned the time management , the problematics of time management can be seen 

also at the previous question, because there was only few activities to eliminate or reduce and a lot 

of raising or developing activities, which, if it is no time space, it is not fe asible. Another flash point 

is the delegation skill , reappears as area for improvement. To be noted the óout of boxô thinking 

mentioned by a subject, which is the characteristic of a manager with willingness to develop itself, 

to be able to step out from t he frame and to think in an innovative and creative way.  

2.4 The concept of successful leader  

We also asked them, to summarize in one phrase who is the successful leader in their opinion. 

According to their answers, successful leader is, who:  

-  is 51% humanl y good  and 49% professionally competent;  

-  Feels as being good. Who humanly and professionally is in his place and whoôs work and 

private life is balanced;  

-  self - identical, harmonic, who knows his environment and it is able to energize it and 

motivate it to reach the common goals;  

-  who is authentic and worth to be followed for the common purpose;  

-  efficient professionally and humanly satisfied;  

-  self -confident and has a definite value system;  

-  leading with efficient elements the organization toward the defined go al with profit oriented 

approach;  

-  firm, but consistent and has good relation with employees;  

-  can influence the environment and can reach the planned goal;  

-  able to change himself, his own ideas and the function of the company;  

-  team player and can easily rec ruit the best team members, can motivate them and óleave 

them spaceô, to be successful and this way all the team became successful; 

-  is able to develop proactivity;  

-  whose employees and colleagues are more successful;  

-  adapting to a given situation can be a bit "anything";  

-  feels good in the company while could reach the goals and realizing its plans;  

-  consciously, effectively advances toward its long - term goal, while its internal motivation 

remains active.  

We can also see the emotional intelligence competences  here, too, all of them mentioned that an 

important trait is the self -awareness and social awareness.  

Conclusions  

The theme of our research is the theory of success, the identification of success factors and the 

cognition of the daily routines of the successful managers, leaders and entrepreneurs. In this 

paper, we were focusing on the operational activities, trying to find out how Hungarian leaders and 

entrepreneurs could reach and maintain the success.  

As result of our qualitative research, even if w e did not worked with representative sample, we 

could conclude, that common trait of the domestic managers and entrepreneurs are the: 

willingness to develop, commitment, high leveled emotional intelligence, which are paired with high 

leveled professional k nowledge. This way, even is not consciously, but unstoppable there are 

moving forward to achieve the goals of the organization. It is visible too, that the ómanager 

sicknessô affects many of them, by the poor time management, by losing themselves in 
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bureau cracy, as well as in  the lack of delegation skills. Overall, the pilot research has brought 

valuable additions that helps the launch of nationwide research.  
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Abstract: The paper is focused on the analysis of the internationalization process of the born 
global companies and the utilized resources needed during the process of their internationalization. 
The first part is concerned with outlining the essential concepts of globalization and 
internationalization, with focus on born global companies and their internationalization process. It 
also brings the background of the utiliz ation of different kinds of resources that are needed 
throughout the process as well as risks and uncertainties that are present on the international 

market. The second part is then analyzing the current situation of three case study companies ï 
born globa ls from three different countries (Slovakia, Germany, Sweden) along with empirical 
findings and based on the results of their analysis are consequently brought up conclusions towards 
the case study companies and proposals on further research on the topic.  

Keywords:  internationalization, born globals, cross -case study  

JEL codes:  F23, M13, O32  

Introduction  

The theory upon how companies conduct their businesses on the international level has been 
researched by several authors throughout more than four decades (e.g. Welch & Luostarinen, 
1988; Cavusgil et al., 2014; Zahra & George 2002; Coviello & Munro, 1997; Freeman, 2006, etc.).  

Born global companies (Born globals, BGs) are companies that are focused on the 
internationalization in very early stages of their development and their major activities abroad near 
establishment (European Commission, 2003; Harveston  et al., 2000; Andersson, 2009). To 
manage BGs is nevertheless demanding, mainly because of their special characteristics in size, 

limited resources, geographical presence and operating on the niche market segments (Madsen et 
al, 2001; Nordman & Melen, 200 8; Freeman et al., 2006).  

Concept of BGs is fairly new one (Brennan & Gravey, 2009; Cavusgil et al., 2014) and despite the 
fact that prior research has been done regarding born global companies and the process of their 
internationalization, further researc h is suggested (Brennan & Garvey, 2009). Freeman et al. 
(2006) identified that these companies do not possess enough financial resources related to 

economy of scale, but also miss other important resources such as knowledge, which had an 
impact on their av ersion to take risks. Generally, resources have been seen by many authors (e.g. 
Andrersson & Wictor, 2012; Rasmussen, 2001; Creswell, 2013) as the key driver behind the 
internationalization process of BGs. This study is thus intended to fill the gap and fi nd out which 
resources are seen by these companies as the ones that are utilized during their 
internationalization process.  

The main purpose of this paper will be investigation and analysis of the internationalization process 

of the born global companies. This goal will be fulfilled through a theoretical exposition of the 
internationalization concept with main focus on the born global companies and the resources 
utilized during the process. This focus will be further clarified by using empirical data gained  by 
interviewing respondents of three case study companies, each of them having a base in different 
country (Slovakia, Germany, and Sweden). Having only small number of respondents as well as a 

small sample is rather a limitation for generalization, howeve r, suitable enough for the purposes. 
The empirical data are consequently analysed with the use of the cross -case analysis. The research 

will be of a contribution and intends to shed a light on the internationalization process of born 
global companies and i ts understanding.  
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1 Theoretical framework  

Cavusgil et al. (2014:38) describes internationalization as a ñsystematic increase in international 

business activitiesò and European Commission (2003, p. 24) defined, that ñBGs are defined as 
companies that set up their activity targeting a market that is either global by nature or within a 
niche field that has a very limited potential on domestic market. They often begin exports within 
first five years of existenceò. 

Indeed, there have been numerous efforts conc erned with understanding and explaining 
internationalization, some of them generally referring to firms as BGs (Rennie, 1993) or 

international new ventures (Oviatt & McDougall, 2001). Born global companies assume new global 
approach and begin their interna tional activities either already on the outset of their business -entry 
or right afterwards (Andersson, 2009). Internationalization process of such companies is difficult to 
explain by using traditional theories, because they tend to jump stages and are def ined as 
departing from traditional presumptions by making use of the advantages of the global markets 
(Kaur & Sandhu, 2014).  

Increase in globalization has lifted up the conditions for born global companies and enabled them 

easier implementation of global strategy. Nonetheless, despite the fact that the concept of BG 
companies is seen as a contradiction to the traditional interna tionalization models, some of the BGs 

might have a progressive internationalization process, even though this progress is likely to happen 
at a fast lane (European Commission, 2003).  

Gabrielsson and Pelkonen (2008) mentioned that at very first the concept  of BGs was discussed by 
Rennie (1993), however, different views and definitions on this concept have been created over 
years researching this field of study. The definitions declare that the born global companies either 

target a market that is internation al by nature or concentrated as a niche field. Tabares et al. 
(2015) pointed out that this trend has been studied under the topic of international 
entrepreneurship under several terms such as international new ventures, global start -ups, born -
global firms or instant internationals. However, BGs became the most accepted term (Cavusgil & 
Knight, 2009).  

It is clearly visible how BGs differ from traditional pattern of companiesô internationalization. 

Despite the fact that BGs likely possess less of financial re sources, they tend to have better 
versatility to adapt to new changes in environments due to its specific features. Eight main 
characteristics were stressed out by Tanev (2012) found in behaviours of born global companies. 
BGs tend to have weaker or lack o f financial, human and tangible resources, which is in line with 
prior studies (e.g. Knight & Cavusgil, 2004) and in addition to this, they tend to target with its 

superior quality products its own niche markets, which is partially confirmed by authors Kni ght & 
Cavusgil in their research on BGs (1996). Moreover, it is shown that BGs are likely to take 

advantage of the entire globalization concept in the world interrelatedness.  

The small size of BGs makes them on one side more flexible to adapt to new market s, along with 
the way of new markets elaboration as well as the globalization of the world and the demand of the 
collaboration on the foreign markets (Knight & Cavusgil, 1996; Andersson, 2009). The importance 
for BGs, especially based on their lack or limi ted resources, is the fact that they often try to gain 
the significant value -added by entering the market as the very first (Oviat et al., 1995), and hence 
their usual place of existence are emerging markets (Andersson, 2009). Authors state that this 

ófirst-mover advantageô can be gained by early internationalization of the companies and that the 
concept of BGs as well as their creation is especially supported by the concept of globalization 
(Andersson, 2009; Wictor & Andersson, 2012). Gabrielsson et al. (2 008) further elaborate upon the 
opinion that BGs tend to build on a direct learning process from the global markets rather than 
learning before entering the market itself, which is making them often more dependent and 
committed to the international market very close to its phase of establishment. This commitment is 

built on by the entrepreneur with the vision of going global with his company and cannot be 
derived from the beginning; e.g. knowledge of the foreign market, experience, etc.  

This level of commi tment is the essential factor that makes the biggest difference between the 
traditional internationalization process and BGs. Commitments are usually and highly likely to be 
achieved faster in case of BGs whilst in traditional models it increases increment ally. It can be 
stated that the concept of born global companies has changed completely the way, in which 
companies enter the global markets (Gabrielsson et al., 2008). It is obvious that differences exist 

among industries, however, BGs seem to not care to o much about them when making crucial 
decisions (Andersson & Wictor, 2003).  These authors as well claim that BGs usually prefer and 
choose areas with high - technology know -how. It is further collaborated on the opinion that BGs 
need to be seen exclusively as an appraisal rather than as a homogenous group (Nordman & 
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Melen, 2008).  To sum it up, each and single one of the born global companies is seen as a single 

unique case which only adds on the fact that no generalization concerning this concept can be 

mad e. Each and every single company seems to act the way according to their own context, by 
being present on the niche market or the global market by its nature.  

Focusing on BGs, the motive for internationalization can be both proactive and reactive ï being 
described as well with push and pull triggers (Cavusgil et al., 2014), and depends naturally on the 
companyôs situation. Reactive motive can be for instance a need to serve a market that does not 
exist in the domestic demand, which at the end of the day, f orces these companies to go abroad. 

On the other hand, we can see a proactive motive when already in the initial strategy of the 
company lies a motive to explore new market opportunities, as well as a vision of taking company 
on a higher level. All in all,  both proactive but mostly reactive motives are narrowly connected to 
finding the companyôs very own niche market, where they can profit from the specialization, which 
is in line with the previous studies (Madsen & Servais, 1997; Oviatt & McDougall, 1994).   

Being in line with following either reactive or proactive approach, demand on the domestic market 

added on the features of the product will also play a significant role (Cavusgil et al., 2014). The 
more proactive approach is further leveraged by utilizin g and profiting from technological 
knowledge and above mentioned networking, when going abroad (Freeman et al., 2012). This is in 
line with Knight (1997), who discussed the fact that BGs tend to be of a culture that motivates 

international actions. However , the environment is constantly changing and hence the 
characteristics among BGs tend to differ as well as their internationalization approach and process.  

The soul and the fundamental feature in creation of born global company is the entrepreneur 

himself  (Andersson & Wictor, 2003; Wictor & Andersson, 2012; Kaur & Sandhu, 2014) and hence 
the founders/the managers play crucial role in the process of internationalization (Nordman & 
Melen, 2008). Madsen & Servais (1997) further explained the connection betwee n the entrepreneur 
(decision -maker of the company), whilst environment was also seen as a crucial and relevant part 
during research of BGs. Persinger et al. (2011) in their studies take into consideration as important 
features of the founder the risk prope nsity and hence aversion of taking risks, achievement 
motivation and self -control. Research, however, revealed that it is merely hard to define one role -

model of what characteristics the successful entrepreneur of a born global company should have. 
These i ndividual features, such as for instance, higher level of education, prior experience; tend to 
additionally even decrease the impact associated with lack of experience within a born global 
company (Kaur & Sandhu, 2014). Finally, Persinger et al. (2011) dis cuss as an important issue a 
proactive personality of the founder which will at the end of the day be essential due to companyôs 
presence in a developing market.  

There have been several discussions made by authors (Andersson, 2009; Freeman et al., 2006; 
Johanson & Wiedersheim -Paul, 1975), which stressed out lack in knowledge and resources as a 
merely crucial factor to the internationalization process. Several authors mentioned in this paper 
before (e.g. Andersson & Wictor, 2003; Knight & Cavusgil, 2004) di scussed that BGs do not usually 
put emphasis on financial resources, others seem to rather be of an opinion that financial resources 
present a barrier for BGs (Freeman et al., 2006). The most discusses resources in connection to 
BGs are knowledge and netwo rks that are gained through experience on the foreign markets 

(Laanti et al., 2007). This is in line with Freeman (2006) that elaborates upon the opinion that level 
of being successful in the process of internationalization is usually narrowly connected to  the 
opportunities and availability of resources such as knowledge, networks or financial capital.  

On the outline of the born global company, knowledge is important as it, apart from other, creates 
strategy of the company and lays a path where the company will go in the future perspective 
(Wictor & Andersson, 2012). The importance of experience is additionally emphasized as a benefit 
that can be gained through for instance hiring new staff members that can be with the specialized 

knowledge an extra asset in  the internationalization process and further facilitate the adaptation to 
the new markets (Nordman & Melen, 2008; Wictor & Andersson, 2012).  

Financial capital is generally discussed as having a straightforward impact on the development of 
born global com panies (Gabrielsson et al., 2008). A research conducted by authors Gabrielsson et 
al. (2008) sheds a light on two types of financial contribution that founders of the BGs need to 
provide. On one hand, it is the amount that is needed for starting up the com pany and on the other 

hand, authors described the further investments that are necessary for further expansion and 
development of the company.  

According to the network theorists, the process of internationalization is allowed more rapidly 
precisely by the help of networks (Coviello & Munro, 1997; Mtigwe, 2006). Regarding networks, 
born global companies might be able to share resources with their network partners and manage in 
this manner their deficiencies (Oviatt & McDougall, 1994) and gain the external re sources such as 
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capital, equipment, or other tangible or intangible resources (Li et al., 2012). It is almost 

impossible for a born global to possess internally all required resources that are necessary for the 

internationalization process. Coviello and Mu nro (1997) together with Bell (1995) argue that 
forming networks might be helpful for born global companies to control and diminish these 
uncertainties on the market that arise from early internationalization, such as demand 
uncertainties, competitive unce rtainties and exchange rate fluctuation. Furthermore, the personal 
networks are seen as especially important in the early stages of internationalization (Freeman et 
al., 2006) and will determine which relations to be utilized and where to interact (Nordman  & 

Melen, 2008).  

1 Methodology  

1.1 Research Framework  

There have been several studies conducted on the topic of BGs, however, none of them were 
encompassing the full range and were found entirely suitable for the purposes of this study. All of 
the above m entioned factors, should be in our opinion, researched together, therefore, based on 

this, we created a framework used in this paper and encompassing the previous research on BGs, 
which would enable the reader easier understanding and set up a base for fur ther steps conducted 
in this study.  

Figure 1  Research Framework  

 

Source:  Authors based on previous theoretical research  

1.2 Research Questions  

According to the previous literature review the following set of research questions has been stated:  
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Table 1  Research Questions  

RQ1  What does the internationalization process within a born global look 
like a why does it take place?  

RQ2  How are resources utilized within the internationalization process of born global 
in order to overcome barriers on the global market?  

RQ3  Which role does the knowledge have for the born global in the process of 
internationalization?  

RQ4  Which role do the networks play in the internationalization process of born 
global company?  

RQ5  How are resources utilized to handle risks and  uncertainties, and to increase 
the trust in the internationalization process of born global?  

Source:  Authors based on previous theoretical research  

1.3 Research design and strategy  

The research on this paper is based on cross -sectional qualitative approa ch. Since we want to 

expand and deepen the knowledge upon this topic, rather than to draw statistically generalizable 
outcomes (Saunders et al., 2007; 2009), an explanatory study has been chosen. Three case 

studies draw from in -depth semi -structured interv iews with founders and early managers of BGs, 
along with research documentations. The interpretative analysis combined with cross -case analysis 
was chosen as a preferred method to interpret the empirical data in line with Creswell (2007) and 
Yin (2014). Th e research is neither intending to statistically generalize the attained findings to the 
whole population or BGs in general, but rather analyse the specific cases themselves. The 

generalizability will be however, embedded in the theoretical framework and t he comparison 
between the case companies.  

The companies were chosen as purposive representatives of the SMEs and were matching the 
theoretical characteristics found on a born global company. The interviewees were chosen based on 
their responsibility, know ledge, previous or current experience in the foreign market entry 
operations, and thus the respondents were required to possess certain indispensable characteristics 
and features, in order to provide us with the valuable addition and relevant information a bout the 

companyôs experience in internationalization process. Each interview was recorded and the 
transcripts were done.  

Table 2  Information Concerning the Conducted Interviews  

Case  Origin  Year 
of est.  

Industrial 
Sector  

Interviewee 
position  

No. 
of 
Empl.  

No. of 
countries  

Interview 
Mode  

Interview 
length  

A Slovakia  2008  Information 
Technologies  

Founder/ 
CEO/ MD  

3 5  Face- to -
face  

1h 10min  

B Germany  2010  Software 
Development  

Operations 
manager  

7 10  Face- to -
face  

1h 05min  

C Sweden  2009  Bio -
technology  

Founder/ 
MD 

8 7  Skype  1h 12min  

Source:  Authors  

2 Empirical Findings  

The companies cannot be categorized in the same manner, however, all of them provide world 
leading solutions and products in their niche field. Many of the participant possess advanced 
education within the university or have been working and operating in their field for many years. 
All companies are relatively young (approx. 10 years since their origin) and in addition to this, of a 
similar size as well ï 3 to 8 employees. All participan ts of my interviews have been either CEO, the 

founder or the operating manager, having something to do with the internationalization process, 

which has been one of the prerequisites settled.  

2.1 Comparison of the internationalization process  

The majority o f the companies must have gone international either because having customers on 
the international market, or that the domestic market was simply too small and too limited for their 
product, moreover, most of the companies showed personal aspiration to do s o as well. Whilst the 
challenges are rather similar as well, mostly stated were cultural differences, company A seemed to 

overcome these, however, targeted too many markets in the initial stages.  
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Table 3  Comparison of the internationalization process  

Case  Motives  Challenges  Opportunities  

A A domestic market exists; 
however, the company was 
founded to do business on the 
international market.  

Different payment procedures. 
Targeted too many markets in 
the initial stages.  

Customers are on the 
international mar ket. The 
product is provided mainly 
through the Web.  

B Most of the customers are 
outside of Germany. Personal 
aspiration to go abroad.  

Cultural differences. Difficult to 
convince and create a market 
for this product.  

Unique technology and cutting -
edge competence.  

C Seen as necessary, Swedish 
market was too small.  

Cultural and language barriers, 
financial challenges.  

Unique product and cutting -
edge competence.  

Source:  Authors  

 

2.2 Comparison of the resources and their importance  

To sum up, networks were seen as the most important resource by the majority of interviewed 
companies and especially personal networks were stressed out as crucial in the early start -up 
stages, since businesses tend to be created and build upon relations. Respondents stated t echnical 
knowledge as the resource they mostly possessed when starting their businesses which helped 

them regarding outset and skillful workers acquiring. What companies usually lack at this stage, 
are mostly market competences as well as mentioned limited  financial capital. As companies 

emphasized, different skillsets and resources are needed at different stages.  

Table 4  Comparison of the resources and their importance  

Case  Most important 
resource  

Networks  Knowledge  Resources seen as 
limited  

A A combination but 
mainly personal 
networks and digital 
communications  

Personal networks, 
networks developed 
through conferences.  

High technical 
knowledge of the 
product and the field of 
operations.  

Some more market 
competence needed. 
Limited financial 
capita l.  

B A combination of key 
people in the company 
and networks to 
important contacts.  

Mainly personal, but 
also the companyôs 
contacts with 
distributors were seen 
as important.  

High technological 
knowledge, lacking in 
knowledge of industrial 
sales.  

More financial capital 
and knowledge of 
industrial sales (on the 
international level)  

C The cooperation with 
the University and 
Incubator. Founders 
competences.  

Networks were seen as 
important. Personal at 
the beginning, however 
became companyôs 
ones over time.  

Knowledge existing 
within the company, 
good access to skilful 
people from University 
and Incubator  

People with 
international work 
experience hard to 
attract and recruit. 
More market 
competences needed.  

Source:  Authors  

2.3 Comparison of factors related to risk, uncertainty and trust  

Mostly, the answers from the respondents described international markets being rather 
opportunities than risks, due to limited domestic markets, more options and advantages outside of 
the country. Collaborations with clients and partners in other companies was seen as useful in 
order to overcome the obstacles and risks as well as providing the company with opportunity to 

establish trust and credibility on the international market.  
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Table 5  Comparison of factors related to risk, uncertainty and trust  

Case  The risk and uncertainty on 
the international market in 
comparison with the 
domestic one  

How to mitigate the risks 
and uncertainties  

How to create trust on the 
international market  

A Compa ny has not seen many 

risks as it was founded to be on 
international markets. 
Uncertainties related to different 
cultures.  

Approach the international 

markets within a closer psychic 
distance.  

Maintaining relationship with 

the client, in order to build 
loyal ty and trust.  

B Saw opportunities rather than 
risk. Uncertainties regarding 
culture and regulations.  

Using local partners and 
personal expertise.  

Using acknowledged experts 
and their personal networks.  

C Saw the opportunity on the 
international market. 
Conservative international 
market.  

Working with local contacts to 
acquire knowledge regarding 
their culture.  

Needed to convince the market. 
Used networks and collaborated 
with other companies to gain 
trust.  

Source:  Authors  

2 Results and Discussion  

The first significant finding is that the case companies were pretty much in line with most of the 
characteristics described by Tanev (2012). They began doing business on the international market 

near the inceptio n phase, are in possession of limited resources, willingly took the risk of going 
international, are operating and targeting the niche market providing unique solution or product, 
are using advanced technology for communication and are taking advantage of the partners on the 
market. All in all, one can see a clear pattern in each of the case companies as they significantly 
specialize in their specific niche field. Moreover, partners were mostly commonly found as 
important factor in order to establish trust on the market as well as credibility along with the fact 

that the studied companies consider the international market being an unexplored and interesting 
opportunity rather than a risk.  

RQ1: What does the internationalization process within a born global look like a why 
does it take place?  

The major reason of internationalization by studied case companies was often due to a limited 
domestic market. Although the reasons for internationalization can be fairly similar, the 
internationalization process itself differed a little. Despite having entered too many foreign markets 

at the beginning, Company A managed to get the business in line and keep their operations on -
going. Company C and their highly specialized solutions exceeded the Swedish market, hence 
going  international has shown to be a necessity, in order to succeed, which can be nowadays 
confirmed by their presence for instance on the Asian market; i.e. Japan and China. Company B 
have had a little harder time to convince the international market. The pro duct they have to offer is 
a truly niche one with only a few potential customers in comparison to the other two case 
companies. Moreover, the product is tangible and cannot be seen as a solution, or a special service 

that other companies provide.  

The reas on why the process of internationalization took place was explained by all three case study 
companies as a necessity. The motive of the studied companies was thus not related to the 
opportunity of finding a niche market that could be leveraged through bigg est benefits of its 
specialization as described by authors Madsen and Servais (1997) as well as Freeman at al. 
(2006). Despite the fact that profit maximization can be generally interpreted as essential matter 

for every company, the limited size of the cou ntry, highly specialized characteristics of the product 
or not enough potential customers were more of the reasons mentioned by the case companies for 
their international business actions. This is consistent with most of the companies as perceiving the 

for eign markets as an essentiality in order to leverage full potential of their products and services. 
What is further worth mentioning is that the psychic distance to the market has been stated in 
previous research done by authors such as Brennan & Garvey (2 009) to be less important for BGs. 
Despite that we can therefore see that case companies studied in this research were well aware of 

the cultural barriers and that they have found their ways of dealing with some of the existing 
challenges along the interna tionalization process. To be a first mover can be a barrier if you are in 
position of both creating and convincing the market that they actually need your product, which 
was shown by case of company B in opposite to some mentioned opinions (e.g. Oviatt et al, 2001).  
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RQ2: How are resources utilized within the internationalization process of born global in 

order to overcome barriers on the global market?  

When collecting the data upon the internationalization process of the case study companies the 
respondents were mostly mentioning combination of resources that were needed to coexist rather 
than a single one resource in order to create a running company on the international field. 
Naturally, resources have different importance when it comes to diffe rent stages of companyôs 
development and internationalization process. Beforehand, in the theoretical study of this paper, 
one particular resource has been seen as important by authors Knight & Cavusgil (2009) along with 

Freeman et al. (2006) and was descr ibed as the most important one for expansion of BGs ï 
technological knowledge. It was, however, a resource that was not particularly picked up by the 
respondents. Nevertheless, we cannot neglect the importance of it as the case study companies are 
particul arly operating in this field, moreover, knowledge itself can be seen here as essential since 
most of the companies were created around a rather unique and innovative idea. Instead, 
resources that were being frequently picked up were contacts, partners and relations on the foreign 

market, which will be in the following subchapters described as the networks.  

Empirical findings of this research paper uncovered that the ability to acquire resources on the 
human side was in numerous cases affected by the fact of  limited possession of financial capital. 
Moreover, the respondents stated that having more financial capital would have helped them to 

acquire more market as well as sales people and hence become more visible with their products on 
the international marke t. This was claimed to speed up the internationalization process and thus 
having a direct impact on internationalization of the company.  

The respondents were throughout the interview process given a space to elaborate and reflect 
upon the internationaliza tion process. They had a reflection on what could have been done 
differently to change their position they have on the market today. Several cases stated that the 
time from inception to the international presence was too long. Other point that was brought up 
was that the faster placement of the product on the market would facilitate a faster growth as well. 
Having some previous experience and knowledge from internationalization was seen as a missing 
asset as well as the human resources, which were overall s een as important, however, difficult to 

obtain early on in the process due to small size of the company. Gifford (2010) claimed that BGs 
lack necessary financial capital that is needed to take profit opportunities and that they therefore 
depend on financia l support. Financial resources were frequently mentioned by the interviewees as 
a big barrier in the process of internationalization and that it even caused the situations, when 
steps back were required, which had slowed down the internationalization proce ss of the 
companies. To sum this up, one can claim that the financial capital can be seen as relatively 

sufficient early on the internationalization process, however, as lacking later on in the process 

itself.  

In connection with the limited financial capi tal, it was often mentioned that resources existed in 
limited possession generally, but it was something that was hard to affect and thus was not worth 
focusing on. It was rather mentioned that it was better to focus on issues that the company can 
actually  affect and adapt to their business actions and idea. Some respondents mentioned the 
combination of resources that need to exist together but networks were one of the resource that 

was mentioned as essential to possess in the process of internationalizatio n. Moreover, we 
recognized that networks were used to a large extent to cope with barriers that were related to the 
psychic distance.  

RQ3: Which role does the knowledge have for the born global in the process of 
internationalization?  

Knowledge in general a nd especially technological knowledge can be stated to be essential in early 
on the process of internationalization of the company. Majority of the respondents stated that the 

core in their organization were the key people and hence the founding team, alon g with the 
partnerships that were later established with partners and organizations that could be of a 

contribution of the knowledge that was missing. In addition, another important resource was the 
close connection to the University, which presented the k nowledge supply to companies, 
particularly B and C. Knowledge can be moreover seen as something essentially important in the 
early stages of the internationalization process for the company, in order to be active in a niche 

field. Nevertheless, when missin g on the knowledge factor, networks were used by involving 
external forces with better competence (or hiring people with missing knowledge ï such as 
international sales, as in case of company A). Worth mentioning is the fact that networks were 
seen as deri ving during the internationalization process, however, the potential for acquiring the 
new knowledge will be of a greater extent later on, and I therefore claim that to possess the 
knowledge in early stages on internationalization process must be of a grea t advantage.  
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RQ4: Which role do the networks play in the internationalization process of born global 

company?  

Networks, generally speaking, have been brought up by case study companies as the most 
important resource during the process of internationalizati on. Personal networks especially related 
to the founding team were at most seen as especially important in the internationalization process. 
It was stated that personal networks tend to be transferred into company ones, once the company 
has established its  business operations and the new customers emerge. In case of one company, 
most of the products were at first sold through the personal network of experts within their 

particular niche field. This type of network was described as a good source for learning  new 
knowledge from the market. It can be seen that personal networks were seen as principally 
important, especially in the early stages of the internationalization process. However, the new 
types of networks more connected to the companyôs path were seen as important during the 
process itself, with e.g. resellers, collaboration partners or distributors.  

Networks were utmost characterized in relation to creating trust and reducing uncertainties on the 

international market field. Additionally, respondents fu rthermore mentioned collaboration with 
other companies by e.g. using existing reseller and distribution channels, as very important for a 
small start -up in order to cope with dissimilarities on the international market. Importance of 
networks has been reco gnized already in previous research by many authors (e.g. Andersson, 

2006; Freeman et al., 2006; Nordman & Melen, 2008). When working with limited resources on the 
market, such as the case study companies, the fact that the participants used partners, rese ller or 
organizations, can be seen as a very valuable asset. To sum up, networks can be therefore 

described as a driving force that will help to ensure trust on the market as well as diminish the 
perceived psychic distance. Based on the findings, we can se e that networks play a crucial role in 
the process of internationalization, especially by establishing trust, mitigating perceived risks and 
uncertainties ï the factors that were related to the psychic distance. To access and leverage the 
appropriate netwo rks has been seen as very important when having intention of going 
international.  

RQ5: How are resources utilized to handle risks and uncertainties, and to increase the 

trust in the internationalization process of born global?  

The empirical findings have s hown that the case study companies did not consider the risk on the 
international market any bigger that the one being present on the domestic one. Some findings 
support the possibility of spreading up the risk among different countries whilst other are st ressing 
the opportunity of outweighing the risks perceived. Factors related to risk, uncertainty and trust 
have been closely interconnected and to a large extent connected to the previously mentioned 

networks. Companies, thus respondents stated that collab oration and association with other 
companies and partners is creating trust on the market. This kind of cooperation also builds up 
win -win situation, increases this level of trust, mitigates risks, what can be al seen as necessary for 
BGs (Freeman et al., 2006). Level of trust is however something that is likely to either increase 
over time, however, company needs to build upon these relations. Thus, networks were revealed 
as essential factor once again. These channels were argued by Gabrielsson and Kirpala ni (2008) in 
their previous research to be important for having significant impact on lowering risk and speeding 

the process of entering the market. Cooperation with other companies has moreover been 
perceived as the best source to create trust on the inte rnational market and has been mentioned 
as useful by the respondents. However, it must be taken into consideration that networks need to 
be built and will most likely develop over time and in this manner increase during the 
internationalization process. Pe rsonal networks or previous experience of the founders is something 
that is solely important in order to establish trust on the market and to diminish the uncertainties 
early on in the process of internationalization for born global companies.  

Conclusions and Discussion  

The main goal of this paper was investigation and analysis of the internationalization process of the 

born global companies. The purpose was therefore, create an understanding upon how the 
internationalization process was conducted and moreo ver, we focused on which resources were 
seen as most important for the case study companies. The significance of resources has been 
studied by various authors (e.g. Andersson & Wictor, 2003; Knight & Cavusgil, 2004; Kaur & 
Sandhu, 2014) and described as a key driver in connection with the internationalization process 

when it comes to born global companies. The process of internationalization is continuously 
developing one, which will consequently change over time and it was therefore rather relevant to 
anal yse how these resources have been utilized variously over time.  
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It is necessary for each company to adapt around resources they have in possession, especially 

when it comes to small start -ups. At the end of the day, it was not important how many resources  

the company possessed, but how they utilize them in order to be successful on the international 
market. The empirical research showed that limited financial capital must not be necessarily seen 
as a barrier during the initial stages of the internationaliz ation process, but it has been shown as 
more critical during the developing phase. The lack of finances had the power to slow down the 
internationalization or for instance caused problems when acquiring new people.  

Nonetheless, as most important were cons idered namely well -developed and functioning networks 

that were mentioned in terms of increasing opportunities for born global company to 
internationalize successfully. Networks have been described by authors (e.g. Li et al., 2012; Melen 
& Nordman, 2007; F reeman et al., 2006) as a source of increased levels of resources and 
companyôs profit as well as competitive advantage in the long term. The research showed that 
networks were mostly formed both on the personal and a company level. They were built on 
rela tionships, contacts (both professional and private ones), and trust and were considered by all 

participants as important during the internationalization process of companies. Early on in the 
process, mainly personal networks were occurring, however, during  the internationalization process 
they became a part of the companyôs network. Throughout the process, networks did and will work 
as a supportive factor in order to mitigate risks and uncertainties on the international market. 

Moreover, the sufficient netw orks in terms of resellers and distributors were found as important as 
they provide companies with knowledge and competence regarding the international market, but 
these were often seen as missing in the early stages of the internationalization process.  

Nevertheless, the process of building and leveraging networks is a time -consuming issue; 
therefore, it is worth to mention that existing competencies as well as knowledge and technology 
can be very important during the establishing phase since BGs tend to h ave rather small networks 
in the beginning. Furthermore, networks are of a great help when being internationally active, they 
are a powerful tool and can make the product more visible, ensure credibility and trust in it and 
mainly in the company that is it s inventor. Being in possession of valuable networks can moreover 
help born global companies with decreasing the perceived psychic distance as well as cultural 

differences.  

In conclusion, there are two important factors that should be noticed to keep in m ind when reading 
this paper. The first one is the fact that different definitions exist as no single one can be superior 
when it comes to BGs. The whole research on born global companies might be therefore conducted 
on a wide range of companies, which can be described by specific characteristics, although being 

defined as BGs. The second factor is in connection to the uniqueness of every born global 

company. Each case company included in this paper shall be seen in its own context; thus, it is 
difficult to define some kind of universal theory or definition of the internationalization process that 
would be suitable in the same way for all the cases. This is in line with Nordman and Melenôs work 
(2008) and their view on born global companies stating that these  companies simply cannot be 
considered for a homogenous group.  

Because of the narrow time frame and other objective reasons, the selection and the number of 
case study companies is limited. Despite the aim to be objective and choose the case - firms that 

wou ld cope with certain criteria, unavoidably, the case study will be of its own limitation in nature. 
The choice of cases will be always more or less subjective, and these cases naturally do not 
represent the whole group needed for generalization.  

From vario us discussions in this paper, there occurred several possibilities to focus for further 
enquiries in the topic area. Firstly, it would be interesting to repeat the current study with 
quantitative research design, however, it would probably need a much larg er sample of 
respondents. Secondly, it could be of a great benefit to conduct more research on these 

companies, as each is of its unique nature and therefore can bring fruitful findings, for instance 
when researching the internationalization process over l onger period of time, rather than a limited 
situational research.  
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Abstract: In this paper, we focused on evaluating customer satisfaction and loyalty towards 
companies  in the Slovak Republic. The goal of every  seller and manufacturer is customer 
satisfaction. Satisfied customers repeat their purchase, maintain long - term business relationships, 
and ensure that the companies  grow in sales and potential sale profits. In the paper, we focused on 
the evaluation of r esearch taken in companies in the Slovak Republic in 2016, the importance of 
evaluating customer satisfaction and loyalty for companies, frequency of the evaluation and the 

way used for evaluation. Subsequently we examined dependence of customer satisfacti on and 
loyalty to the size of the companies , its structure, focus, industry and time of presence in the 
sector. The results of the survey can be used to create the right sales strategy in specific 
companies , and are the means to further attract new custome rs.  

Keywords:  customer satisfaction and loyalty, importance, frequency, way of evaluation  

JEL codes:  L11  

Introduction  

The customer is the most important subject in the business sphere, it is the basis of the success of 
the service provider focused on providing services. Marketing workers take information and focus 
on customer satisfaction based on these facts. The utility  rate of a product or service is assessed 
on the basis of the consumer's subjective attitude, personal attitudes, and comparison of 
expectations with the actual benefits, thus if the customer is satisfied or dissatisfied with the 
purchase. If the benefits are not high enough, the customers will not repeat their purchase and will 

switch to a competitive product when re -purchasing. Customer satisfaction depends on the quality 
of the product or service offered (Jamal, Naser, 2003). Customer satisfaction is def ined by 
Zamazalova as a result of the subjective process, comparing the customer's perception with 
perceived reality. She indicates the key factors that affect the customer's product satisfaction 
(quality, functionality, availability etc.), price (level, p ayment terms, etc.), services (additional 
product), distribution (location, opening time), image (reputation, security, stability) (Zamazalov§, 
2008). The customers then evaluate what they received with what they expected to be consistent 

with their intern al set of values. The internal setting of values depends on a number of factors, e.g. 
previous experience with the purchase.  
 
Customer Satisfaction . Expresses the state in which the customer feels from the use of the 
purchased product and services and expresses the degree of compliance of the offer with the 

customer's expectations shown in their behaviour. Customer satisfaction is reflected in its 
repurchasing. Hruġovsk§ reported ways of customer satisfaction surveys (2012): 
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Å Questionnaires  -  question naires, structured questionnaires:  

-  Oral -  high return and fast feedback, personal contact, are costly;  

-  Written -  postal, fax, e -mail -  risk return, waiting time, lower costs.  
Å Consumer testing  -  response to a specific product or service -  impression t est, test of 

experience, comparative test.  
Å Observation  -  tracking behaviour and response to a particular situation -  time -consuming 

method (use of monitoring technology), pushing clients.  
Å Customer rating system  -  Criteria and Supplier Rating.  

Å Evaluat ions by independent organizations  -  industry reports, magazines, offices.  
 
Customer loyalty.  Customer loyalty can be defined as a certain way of customer behaviour that is 
shown in long - term relationship to the enterprise, and also by spreading positive re ferences about 
the enterprise in their environment. It follows that a loyal customer not only repeatedly buys the 
enterprise products, but also tolerates shortcomings and defends the company in every 

circumstance. Customer loyalty is the way the customer b ehaves, which is reflected in the market 
with two consequences: repeated orders and positive reactions to the environment. Loyalty can be 
manifested in a number of ways, a loyalty to the brand, to the firm, to the goods or services 
themselves. The main fac tors of customer loyalty in a competitive environment, according to 
Urdzikova (2005) are: pleasure, total customer satisfaction, supplier's position on the market, 

supplier and customer interdependence, customer inertia and convenience. Oliver defined cust omer 
loyalty as the consumer's willingness to buy a product from the same manufacturer regardless of 

external factors (Oliver, 2010). There is no direct link to express that customer loyalty is increasing 
with the increasing satisfaction. However, customer  satisfaction is reflected in their loyalty (Fornell, 
1992). We can include Customer Satisfaction Indicators, Customer Satisfaction Index, Customer 
Loyalty Index, Volume of Complaints and Claims to Volume, Average Response Time to a claim, 
and Customer Val ue (Nenad§l, 2008).  
The subject of the article is measuring the satisfaction and loyalty of customers with the quality of 
enterprise products in the Slovak Republic. The aim of the article is to find out the level of 

customer satisfaction and loyalty and the number of complaints with the quality of production. The 
partial objective of the article is to find out the dependence of satisfaction, loyalty and the number 
of complaints on the specific factors affecting the market. From the customer's point of vie w, 
quality can be defined as the quality perceived by the consumer's decision about the overall 
excellence or superiority of the product (Zeithaml, 1988). The research of the main categories of 
marketing performance measures and their preference for busine sses in Slovakia in the evaluation 

of their marketing success took place after many researches carried out in this area by Ambler 
(2003), Such§nek (2015). Ambler in his research confirmed that there is a positive and very 

significant relationship between c ustomer orientation and the importance of consumer behaviour 
measures (coefficient = 0.45) and between customer orientation and the importance of measures 
on the consumer environment. Such§nek in his research reviewed product customization in relation 
to c ustomer satisfaction, then product satisfaction, quality, cost, claims, traditions, product 
customization, and product breadth. Depending on the customer's expectation of the way and 

forms of fulfilment of customerôs wishes. Research showed that businesses are overstating 
customer satisfaction in all directions, giving them the wrong picture of customer satisfaction, less 
satisfying customers, and making them less efficient (Such§nek, Kr§lov§, 2015). It is very 
important for businesses to find out exactly i f their customers are satisfied and whether they really 
perceive customer satisfaction and the idea of companies about customer satisfaction.  
 

1 Methodology  

These trends have become the basis for formulating the main goal, partial goals and scientific 
hy potheses. The main objective of the contribution is to define satisfaction and loyalty, to point out 
their importance for the enterprise and to present the results of the survey conducted in 
enterprises in the Slovak Republic 2016, how important is the mea sure of satisfaction and loyalty 
to the enterprise, what is the frequency of the measurement of the indicators, whether companies 

monitor these indicators and how they are evaluated. The survey was conducted in Slovak 
companies in September -December 2016. The sample consisted of a first phase of 500 enterprises 

and included 286 enterprises in the database. Simple random sampling was used. The sampling 
units were enterprises. The survey was conducted in the form of classic questionnaires and we 
used personal  interviews with business executives. Partial goals:  

-  defining customer satisfaction and loyalty indicators,  
-  presentation of the results of the survey conducted in enterprises in 2016 in the Slovak 

Republic on detection, significance, frequency of measu rement, and a way of assessing 
satisfaction, loyalty, and complaints.  

Following the defined problem and objectives we formulate the following hypotheses:  
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Hypothesis  1:   We assume that there is dependence between finding indicators of customer 

satisfaction and the size of the enterprise , 

Hypothesis  2:  We assume that there is dependence between identifying customer loyalty 
measurement and enterprise size , 

Hypothesis  3:  We assume that there is dependence between finding the number of customer 
complaints and the size of the business .  

 

In the application section, in order to verify the theoretical knowledge of satisfaction and loyalty in 
practice, we conducted a questionnaire survey in the Slovak Republic focused on the state of using 
the indicato rs of satisfaction and loyalty in enterprises of the Slovak Republic. The evaluation of the 
results was carried out by using tools of descriptive statistics, i.e. especially using absolute and 
relative abilities and averages. We also tested the validity of  the zero hypothesis (Pac§kov§, 2003): 
 

Ho: There is no dependence between qualitative characters A and B, respectively 
there is no association against an alternative hypothesis:  

H1: there is dependence between characters A and B, i.e. association.  

 
The hypothesis is used to test the hypothesis ̥2 -  which has ̥2 -  distribution with (r -  1). (S -  1) 

degrees of freedom where r is the number of categories of variable A and s is the number of 

categories of variable B. We conducted the analysis in the PSPP  statistical program and we 
evaluated the data using the Descriptive Statistics Crosstabulation. In decision -making, we used 
the p -  value as the test criterion (the lowest level of significance we rejected Ho), which we 
compared with Ŭ (Ŭ = 0.05). If p - value was lower than Ŭ, we rejected the zero hypothesis and 
assumed the hypothesis of character dependency. When examining the answers of the 
questionnaire survey, we used the method of purpose analysis. For data processing, we used 
quantitative statistica l methods using standardized evaluation procedures (Chi -Square Test and 

Cramer coefficient).  
 

2 Data  

Research data was obtained from business managers via questionnaire. The subject of the research 
for the purposes of this article was to investigate custom er satisfaction, its significance, frequency 
of satisfaction, and the way of evaluation. The frequency of how regularly companies check 

customer satisfaction was rarely, annually, quarterly, monthly or more frequently. The way of the 

satisfaction evaluated  was examined on the scale 1 ï 4: the comparison of plan / reality, 
comparison with competition, comparison over time or comparison with other groups. We 
investigated the same facts for customer loyalty and the number of complaints. In our research, 
custom er satisfaction and loyalty ratings tracked customer awareness, customer branding, 
customer brand relevance, customer satisfaction, customer brand awareness, customer brand 
awareness, customer loyalty, and conversion rate. We have identified which of these  company 
indicators are tracked, their importance for the company, the frequency of the survey and the way 

of evaluation in a particular company in Slovakia.  
Of the 286 companies surveyed, we can say that in terms of company size, the largest 
representati ve sample is companies with a size of up to 50 employees, representing 51.93 % (148 
companies), the second largest group is companies with 50 -249 employees 16 % (66 companies) 
of the total number of companies. In the category of employees from 250 -499, the  number of 
companies is 8.07 % (23 companies), in the category of employees from 500 -  999 it is 4.56 % 

(13 companies), in the category of employees from 1000 -  4999 was 8.77 % (25 companies) in a 
range from 250 to 499. In the last category of employees, o ver 4999 were 3.51 % (10 
enterprises). We monitored the companies in terms of the number of employees, in terms of the 

structure of the company, whether the business is without a separate marketing department or 
with a separate marketing department. We als o looked at the focus of the company on the 
consumer market or on the market of organizations and companies by object of activity, whether it 
is production of products or provision of services. We also looked at companies from the point of 

view of the indu stry in which they operate, in terms of their length of presence in a particular 
sector and the market orientation of the companies.  
The method of data acquisition was a controlled interview with a financial, marketing, executive 
manager or an employee in  another important position. From the survey results we can conclude 
that companies are aware of the importance of evaluating and measuring marketing performance. 
For the purposes of this article, we have determined the satisfaction of the customer whether  they 
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are satisfied with the customer satisfaction or not, what is the significance of customer satisfaction 

in the range of scale 1 to 4. The significance of customer satisfaction can be very high, rather high, 

rather low or low. We also looked at the fre quency of customer satisfaction on a scale 1 -4, whether 
they find satisfaction rarely, regularly, quarterly, monthly and more often. And, finally, we found a 
way of evaluating on a scale of 1 -  4, namely a plan / fact comparison, a comparison over time, a 
comparison with a competitor, and a comparison with other units in the group. We also 
investigated the detection, meaning, frequency, and way of reviewing customer loyalty, and 
examined the number of customer complaints. Within the framework of the questio nnaire, the 

characteristics of the enterprises were analysed, the size of the company, the sector in which they 
work, the structure of the company, the focus, the time of the sector and the market orientation. 
The results of individual variables and factor s of satisfaction, loyalty, and the number of customer 
complaints are shown in table 1.  

 
Table 1  Factors of satisfaction, loyalty, and complaints  

Variable  N  Mean  Std Dev  Min.  Max.  

Customer Satisfaction  189  1,04  0,20  1,00  2,00  
Satisfaction significance  183  1,30  0,53  1,00  3,00  

Frequency of satisfaction  183  2,96  0,98  1,00  4,00  

Satisfaction way of evaluation  183  2,13  0,99  1,00  4,00  
Customer loyalty  191  1,28  0,45  1,00  2,00  
Loyalty significance  139  1,61  0,73  1,00  4,00  
Frequency of loyalty  139  2,51  0,94  1,00  4,00  
Loyalty way of evaluation  137  2,04  0,90  1,00  4,00  

Detecting complaints  192  1,13  0,33  1,00  2,00  
Number of complaints 
significance  

168  1,45  0,64  1,00  4,00  

Number of complaints frequency  168  3,20  1,02  1,00  4,00  
Number of complaints way of 
evaluation  

 
167  

 
2,16  

 
1,05  

 
1,00  

 
4,00  

Source:  Own research  

When surveying the number of companies that check customer satisfaction, customer loyalty and 
the number of complaints in companies in the Slovak Republic, based on the company results of 
the questionnaires, we observe that satisfaction is obtained by 95.7  % of the companies, the 
loyalty by 72.6 % of companies and the number of complaints by 87.4 % of the companies. Most 

companies detect customer satisfaction with the number of employees up to 50 (41.48 %), 39.26 

% of companies with the number of employees up to 50 employees detect number of complaints 
and 30.52 % of companies having employees up to 50 detect customer loyalty. Small companies 
up to 50 employees did not detect customer satisfaction in 2.65%, they did not detect loyalty in 
13.7% and did not de tect complaints in 4.7 % of companies. In determining the significance of 
customer satisfaction, we can say that 74.72% of companies consider it as very high importance, 
and no single company has been assigned with a low significance. 52.17 % of companies identified 
very high importance, and 1.44 % of companies were of low importance. In terms of frequency of 

satisfaction, the highest percentage was 37.91 % for monthly satisfaction surveys, and the lowest 
percentage of companies determined that 7.69 % of co mpanies were found to be satisfied with 
customer satisfaction. When surveying customer loyalty, an annual survey of 48.55 % of 
companies prevailed, and at least companies determined that customer loyalty was rarely detected 
by 10.86 % of customers. The eva luation method examined whether companies compared the 
values obtained with the reality, if they compare over time with a competitor or other units in the 
group. Research has shown that most companies rate customer satisfaction in time at 34.61 % of 

ente rprises, as well as loyalty. Most companies rate customer loyalty at 47.10 % of businesses. 
Companies also use the plan to compare 31.86 % with 31.8 % of companies and 28.98 % of 

companies for loyalty. These figures are also confirmed in table 1, where the  averages, the 
standard deviation, the total set and the minimum and maximum values are calculated. In terms of 
the number of complaints, the highest percentage was found to be 39.26 % for enterprises up to 
50 employees, with the importance of identifyin g the number of complaints, companies rated 44.27 

% of companies, and for 45.03 % of companies it has high importance. With the frequency of the 
number of complaints, the highest number of enterprises determined a monthly survey of 34.78 %, 
followed by qua rterly surveys, annual, and at least companies found the number of complaints 
rarely. In the evaluation method, most companies compared 52.67 % of companies in time, fewer 
companies compared the plan with 23.66 % of companies. These results are confirmed i n table 1, 
where the average customer satisfaction is 1.04 i.e. that they are satisfied with the customer 
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satisfaction, the average satisfaction rate was 2.96 and the average of the complaints number is 

3.2. Subsequently, thanks to the PSPP statistical pro gram, the relationship between the two 

qualitative characters, or verifying if it is possible to regard them as independent, was realized.  
 
Table 2  Chi -quadrate test results and Cramer coefficient for customerËs satisfaction 

CustomerËs satisfaction 

Factor/Variable  Value Chi -
Square  

Df  Asymp.sig. 
(2sided)/p  

CramerËs 
V Value  

Business size  1,91  5 0,862  0,10  
The structure of the business  2,01  3 0,570  0,10  
Focus on the business  2,27  5 0,810  0,11  
Sector  22,34  9  0,008  0,36  
Time period in sector  2,06  4 0,725  0,10  

Source:  Own research  

In case of confirmation of their dependence, also an assessment of its intensity. Using the chi -
quadrate of the test in the PSPP statistical program, the assumption of the statistically significant 
dependency between the customer satisfaction survey and th e individual surveyed attributes 

(enterprise size, business structure, focus, industry and time of the sector) was verified, and in 
case of its confirmation the Cramer coefficient (Cramer's V) was used to measure its intensity. 
Individual Results the Chi -square of the Independence Test and Cramer's Customer Satisfaction 
Index coefficient are shown in table 2, the results of the Chi -square of the Independence Test and 

Cramer's Customer Loyalty Index coefficient are shown in table 3 and the results of the Chi -square 
of the Independence Test and Cramer's number of complaints  Index coefficient are shown in table 
4.  
 

Table 3  Chi -quadrate test results and Cramer coefficient for customer loyalty  

Customer loyalty  

Factor/Variable  Value Chi -
Square  

Df  Asymp.sig. 
(2sided)/p  

CramerËs 
V Value  

Business size  6,26  5 0,282  0,18  
The structure of the business  8,47  3  0,037  0,21  
Focus on the business  4,22  5 0,518  0,15  
Sector  11,47  9 0,245  0,25  

Time period in sector  5,91  4 0,206  0,18  

Source:  Own research  

 

Table 4  Chi -quadrate test results and Cramer coefficient for number of complaints  

Number of customerËs complaints 

Factor/Variable  Value Chi -
Square  

Df  Asymp.sig. 
(2sided)/p  

CramerËs 
V Value  

Business size  6,31  5 0,278  0,18  

The structure of the business  2,42  3 0,490  0,11  
Focus on the business  2,42  5 0,788  0,11  
Sector  19,13  9  0,024  0,33  
Time period in sector  8,64  4 0,071  0,21  

Source:  Own research  

On the basis of the data obtained from the questionnaires and analysed by the PSPP statistical 

program, statistically significant dependence was confirmed between:  
-  using indicators measuring customer satisfaction and the sector in which the company 

operates,  
-  using indicators measuring customer loyalty and business structure.  
-  using indicators measuring the number of complaints from customers and the sector in which 

the business operates.  
The power of dependence are reflected by Cramer coefficient values (table 2, 3, 4), whereas the 

greatest impact has the dependence of checking customer satisfaction de pending on the sector, 



66  

 

and dependence on the number of complaints depending on the sector. Moderate dependence has 

a variable measurement of loyalty depending on the industry in which the enterprise operates. The 

impact of other evaluated dependent variabl es on satisfaction is weak. The results of the survey 
showed that the established hypotheses were not confirmed. In the first hypothesis of customer 
satisfaction, dependence is weak. In the second and third hypotheses, the variable loyalty is 
moderate in d ependence, and in the number of complaints the dependence on the size of the 
company and the time of action in the sector is moderate. Dependence on the company focus and 
the structure of the company is weak. All tests were performed at a significance leve l p> 0.05.  

 

Discussion  

Such§nek (2015) said in his research that the more the overall perceived quality of a product is 
higher in relation to the total cost, the more effective the enterprise is, i.e. efficient companies 
achieve a better quality / price ra tio than inefficient ones. It can be concluded that it is not enough 
to introduce the product to the customer, but to persuade that the product has quality on all sides 
in relation to the price for which it is offered and sold. Our research has shown that statistically 

significant dependence has been confirmed between: the use of customer satisfaction indicators 
and the sector in which the company operates, between the use of customer loyalty indicators and 
business structure indicators and between the use of indicators to measure the number of 

customer complaints and the sector in which the company operates. With regard to customer 
satisfaction, companies set very high importance to customer satisfaction, verify customer 
satisfaction regularly, usually mont hly or quarterly, and the method of evaluation is, above all, a 
comparison over time or eventually with reality. From the point of view of the loyalty indicator, 

importance to it is usually very high or rather high, 50% of companies do not follow loyalty t owards 
customers. Of those, which pursue it, they do it also monthly or quarterly. The rating method 
predicts comparison over time. With the number of complaints the importance is usually very high 
or relatively high, the frequency of checking the number o f complains is done on a monthly basis, 
but 50% did not even mention how often they track the number of complaints. The evaluation 
method is above all a comparison over time. The above mentioned factors of satisfaction and 

loyalty influence the overall ass essment of marketing performance in companies in Slovakia, which 
can then result in the development of a marketing strategy for the company and thereby influence 
the amount of investments in this area.  
 

Conclusions  

After a thorough analysis of customer satisfaction and loyalty in businesses in the Slovak Republic, 

we can say that companies are aware of the importance of evaluating and measuring marketing 

performance. From the point of view of satisfaction and loyalty  from the results obtained, 95.74% 
of companies are satisfied, compared to customer loyalty, where only 72.6% of companies 
surveyed customer loyalty. We observe that there are currently more trends in the area of 
satisfaction and loyalty. Individual orga nizations choose their own specific approach to measuring 
and evaluating satisfaction and loyalty. Satisfaction and loyalty ratings are the right choice to 
capture the real status and create the right strategy in a particular company and the means for 
long - term sustainable growth of companies and to further attract new customers. The contribution 

is a good basis for further research in this area.  
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Abstract: The purpose of the article is to describe the considerations of measuring information in 
the aspect of making decisions. In the last two decades an "informational revolution" has been 
made that opens the era of computer tools supp orting decision -making processes (Internet, mobile 
telephony). This relatively new information environment includes information, users and systems 
that enable information processing. In the information environment, the value and quality of 

information shou ld be taken into account. An important place in the consideration of information is 
the measurement of information in the aspect of decision -making.  
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Introduction  

Information is one of the most frequently used concepts, and simultaneously there is not any 
expressly agreed scientific definition. The reason for this state of affairs seems to be the fact that 

this concept relates to various sphe res of reality, therefore, various conceptual structures are used 
to define and operate in distinct languages. On the other hand, the colloquial understanding of the 
concept of information does not lead to misunderstandings and is used in everyday language  
interchangeably with such words as: message, tiding, bit of news, notice, caution, instructing, 
point, office. While analyzing the literature on the concept of information, one can spot two 
understandings of this term, objective and subjective resulting f rom one's shaping and receiving 

activities, and factual and functional, that is, the state of the environment, objectively 
distinguishable and act of distinguishing from the environment, whether as an act of perception or 
also as the action of the subject who creates it in a specific form.  

In the last two decades an "informational revolution" has been made that opens the era of 
computer tools supporting decision -making processes (Internet, mobile telephony). This relatively 
new information environment inclu des information, users and systems enabling the processing of 
information. Users include leaders, decision makers, individuals and organizations. Information 

systems include materials and systems used to collect, process and disseminate information.  

An inf ormation environment is a space in which people and systems observe, orientate, make 
decisions and operate information, and therefore constitute the basic environment of the decision -
making process. It consists of three correlated dimensions:  physical, inf ormational and cognitive.  

 

1 Quantity and value of information  

The value of information will depend on the extent to which it may influence the decisions made by 

the entity, and thus the change of reality. In connection with the above, we can distinguish s everal 
features that will characterize information and determine its usefulness either for the decision 
maker using them in the decision -making process or through devices in a controlled system. In the 
literature dealing with the theory of information one can find among others such features defining 

information as quantity, quality, value or imperfection.  

Receiving information means finding out more about the object of interest than you knew about it 
before receiving the information. So each message can con tain a certain amount of information, so 

different messages can contain different amounts of information about the same object 
(Ciborowski , 1999 ).  However, two people can not receive the same information. It is possible that 
they will pick up two separate ones, and their distant resemblance may lead them to consider them 
the same. However, it should be noted that the same do not mean the same  (Dukie wicz , 2016 ). 
Differences in these may result from both the subjective reception of information, how to 
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communicate them, or the forms in which they are received by the recipients. The same messages, 

containing the same features, parameters, characteristics  of a given object, may have a different 

form and this may decide about a relatively smaller or larger amount of information that they 
contain.  

Many authors of studies in the field of the subject relate the amount of information with the 
concept of probabi lity. This theory captures information as a "measure of the uncertainty of a 
certain event (receiving a specific measurement result, a specific message emitted by the source) 
from a finite set of events of a set of possible events"  (Dukiewicz, Spustek, 201 6).  Developing this 

encyclopaedic formulation, it can be said that the amount of information contained in a given signal 
depends on the number of all signals relating to the information we are interested in. The 
dependence of the amount of information on t he size of the set will then be directly proportional, 
the larger the set of signals, the larger the amount of information because the probability of 
occurrence of a given sign is lower in a specific context. And vice versa, the lower the uncertainty 
of th e signal, the smaller the amount of information.  

Each person interested in acquiring information will seek to obtain excellent information. In fact, 
however, due to, among other things, imperfections in the flow of information, it will not be 
possible, whi ch is why in most cases we are dealing with information that is not perfect. The 

imperfection of information can relate to its three characteristics: adequacy, relevance and 
accuracy. We can therefore distinguish, characterizing the value of information in  terms of its 
imperfections, inadequate information, out -of -date information and inaccurate information. 
Inadequate information is what we colloquially call "not on the subject", that is, having data about 

another feature of the state of the object we are interested in than desired. We will describe the 
information as out of date if we have received information about the value of the object we are 
interested in, but regarding the past period. Information is inaccurate when the value of the 
feature of the ob ject we are interested in is overestimated or underestimated, i.e. it does not 
correspond to the actual state of things  (Forlicz, 20 08a).  

Information can have a zero value, so it will be useless for its owner when he will not have the 
means to use it. Info rmation that provides knowledge about a certain state of affairs will be useless 

if you do not have the possibility to use it in your future activity, so it will not affect the reality 
shaped by the potential user.  

As the authors of "Targeting" note, the v alue of information depends on the following factors  
(Forlicz, 20 08b ):  

the quality of information, which depends on its accuracy, the higher the quality of information 
and the more confident the managers can rely on it when making decisions. At the same time, 

as the quality of information increases, its cost increases,  
 
therefore, if information, despite its high quality, can not significantly contribute to the ability 
to make decisions, then it is not worth the additional costs,  
 
up - to -date information that should ensure that the information provided by the information 
system should reach the right person at the right time, enabling policy makers to take the right 

action at the right time, which prevents normal delays and missed opportunities,  
 
amount of  information -  only the right amount of information can ensure that you make the 
right decisions. Both scarcity and excess of information may result in lowering the effectiveness 
of decisions made. The manager in the overload of information may overlook in formation that 
is the most important or key to achieving the organization's goal at the moment,  
 

the significance of information, which means that the information that reaches the decision -  
makers should be related to the tasks that they have to perform.  

 

An important place in the consideration of information is the measurement of information and the 
fundamental question: is it possible, and if so, how to measure information? We know that 
information can be measured accurately. The unit of information quant ity is bit (bit is a piece). It 

has been assumed that the message, whose probability is p, contains:  
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(1)  

 

For example, if the source emits only one message, the probability of emission is p = 1, i.e. this 
message carries k = log2 (1) = 0 information bits . This means that the message emission is 
certain, which at the same time implies a zero value of information in a given message. The 
situation changes when p = İ, ı, etc., assuming that the source can transmit n different 
messages with the probability pi,  i = 1, 2, 3, ..., n, then the weighted average amount of 
information in messages from this source is:  

 

(2)  

 

 

 

The size of H is called the information entropy of the information source and comes from Claude E. 
Shannon, an American mathematician and engineer. Entropy is a weighted average of the amount 

of information that a single message transmits from an information source. Weights are the 
probabilities of sending individual messages by a given source of information. The unit of entropy is 
a bit (he nce the base of the logarithm is 2). On the basis of the entropy value for a particular 
message, one can speak about the probability relation of occurrence of a given event to the 
amount of information contained in a message about a given event. This means  that the less likely 
the result of a given event is, the more information there is about its occurrence (the more 
valuable the message is ( Kos§rov§, 2017)).  

Among the features that characterize information, among others:  

¶ aggregation (characterized by the level of information synthesis);  
¶ timeliness (determined by confrontation with the real state);  
¶ purposefulness (defined by connection with the overriding objective of the analysis);  
¶ decision -making (determined by determining the impact on the decision -makin g process);  
¶ unambiguity (determined by the consistency of the facts described);  
¶ communication (brevity and clarity of the message);  

¶ completeness (ensuring the completeness of the description of the facts);  
¶ comparability (convergence of content with other messages);  
¶ truthfulness (determined by the probability of occurrence of the facts described);  
¶ prospectiveness (possibility of using in prognostic models);  
¶ reliability (confirmed by other messages);  
¶ source (defined by unambiguous identification of the sourc e of information);  

¶ the length of the message (defined by the size of the message being the information 
carrier);  

¶ the probability of occurrence of events to which the information relates.  

 

Most of the above features are included in the stimulant collection.  Stimulant -  a feature 
characterizing a given object whose increase in value causes an increase in the value of the 
assessed object (in contrast to the destimulant -  a characteristic for which a drop in value causes 

an increase in the value of the assessed  object).  
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2 Information conditioning of the decision - making process  

Deciding, making decisions is the foundation and foundation of everything that concerns 

management. Manager, manager, commander, who commands, directs or manages any 
organization, to fu lfill his functions, he must make decisions. And regardless of whether they are 
simple decisions, or more complicated, with a large significance in their effects, their taking is an 
indispensable part of anyone who has any resources at their disposal, and therefore every man 
who owns, at least has his own life at his disposal. However, this part of this study presents the 
theory of decision in terms of management art.  

As you can see, when analyzing the structure of the decision -making process, information p lays a 
very important role in its construction. So the decision maker trying to increase the rationality of 
decisions should properly organize an information system that will support its model of work. 
Therefore, it is very important in the decision -making  process to adapt information to the needs of 
this process. Complaints of commanders on various types of irregularities related to the 
information system, as well as the results of empirical research on this problem, draw attention to 
the imperfections of information in the organization in the context of its usefulness for specific 

decision -making processes. Thus, there are specific relations between information, decisions and 
the company's management system.  

Analyzing these relationships, we can distinguis h seven variables, each of which remains in a 
specific relationship. These are: goals, works, decision problems, decisions, reports processing 
procedure data.  

It can be assumed that these variables define the organization's management system with the 
follo wing: decision -making problems and decisions are elements of the decision -making 

subsystem; reports, procedures and data are elements of the information subsystem.  

To avoid distortions between information, decisions and the management system, it is necessa ry to 
include in the research and design of each system the dependencies between its objectives and 
tasks and between the decision -making system and the information system. Thus, in order to 
adjust information, decisions and management system to one anothe r, it is necessary to conduct 
systematic research.  

Their effect should be an information and decision system that secures the efficient implementation 
of the objectives and tasks of a specific system ( Mazur, 1970 ).  

From the point of view of the needs of t he organization, three types of information can be 
distinguished: information to help in making decisions, information providing adequate 
communication, between the manager and subordinates and information that is to meet the other 
needs of their users. Su ch information is called decision -making information and concerns decision -  
making processes and the management of human teams. Based on them, decision -makers can 

determine what should be done in specific conditions to prevent the deterioration of the exis ting 
state or to weaken the dynamics of achieving the opponent's goals.  

From the point of view of the organization's needs, the information can be divided into information 
on the entire organizational structure, orientation information, and information on the conditions 
and results of their own work and position in the organizational structure, information that designs 
and corrects behaviors ( Oulehlov§ et al., 2015).  

For the needs of the management process, information is obtained through the implementation  of 

the information cycle, which is closely related to the management system, the given organizational 
structure, the decision -making center and hierarchical relations and creates an information system. 

The information cycle consists of four stages: target ing, gathering, processing, dissemination. For 
didactic purposes, it can be assumed that the stages of the information cycle follow each other 
sequentially. Information needs are determined on the basis of the knowledge of decision areas 
(interests) affect ing the achievement of the intended goal.  
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3  Information struggle  

Just like other problems, the information struggle is considered as a scientific problem being of 

interest to many theoreticians. Information fight is an integral part of the whole system of armed 
struggle, therefore it can not be considered in isolation from other factors conditioning the course 
and end result of the fight. What is more, the goal of the information fight, conducted together with 
other fights, always results from the charac ter and purpose of the fought fight. These goals are 
achieved through the adoption of specific methods of purposeful action, the choice of which 
depends on the current state of reality. We acquire knowledge about it through obtaining 

information, and these  in turn reach us through information and control systems. The structures of 
information and control systems are conditioned by the needs of the decision -making process and 
are designed to fulfill three basic functions: data acquisition about the opponent,  collecting data 
about your own fighting potential and his situation and managing his own fighting potential. The 
informational fight can not be limited to obtaining information that secures the implementation of 
its own decision -making process, it must al so influence the decisions made by the opposite party, 
so as to strengthen one's own actions and weaken the effects of the opponent's actions. 

Information disruption and information defense are used for this purpose. The second sub -segment 
of the informati onal fight that is disruption will focus on the implementation of two functions 
preventing or hindering the acquisition of data and the physical destruction of its technical 

elements. The entire information disruption will be directed at creating a false i mage of the reality 
of the opponent, so that the decisions made by him aim at non -existent or irrelevant objects of 
action. In order to ensure the effectiveness of information disruption, it must be implemented with 
equal consistency and consistency of obj ectives at all levels of activity, and therefore strategic, 

operational and tactical.  

Therefore, the undertakings of the scope of information disruption at the lower levels of activities in 
the framework of the armed struggle should be a confirmation and a  logical sequence of false 
information, passed on to the opponent at higher levels of managing the activities ( Penc, 2001 ).  

As part of the information defense, as the third element of the information fight, one should focus 
on creating conditions to preven t the acquisition of important information about their own potential 

and conditions affecting the reality of the fight, important from the point of view of conducting 
actions by the opposite party. Comprehensive information defense will refer to three main  areas 
that should be taken into account when organizing and planning information defense. These are the 
evaluation of the battlefield environment, anti -discrimination and counterintelligence projects, 
radio -electronic defense and communication security. T he whole of these undertakings will be 
directed at information disrupting the data acquisition path, in order to prevent the opponent from 

achieving his goals, and thus to prevent disturbances of his own purposeful actions. Information 

defense can be carri ed out in various ways and with the use of various tools.  

The main purpose of introducing information entropy in the data acquisition path can be achieved 
both through the use of broadly understood simulation and the physical destruction of the enemy's 
reconnaissance elements ( Pikner, Galat²k, 2015).  

Outrunning and precision decide on the victory in the fight, so the main goal of the information 
fight will be to provide the possibility of faster response from the opponent, faster action of the 
opponent and  more precise destruction of its elements of the combat group, selected according to 

priorities enabling destructive influence on its resources, which have the most important 
significance for the possibility of continuing the fight.  

Conclusions  

Information  can have a zero value, so it will be useless for its owner when he will not have the 
means to use it. Information that provides knowledge about a certain state of affairs will be useless 
if you do not have the possibility to use it in your future activity , so it will not affect the reality 
shaped by the potential user.  

The value of information depends on the following factors:  

The quality of information, which depends on its accuracy, the higher the quality of information and 
the more confident the manager s can rely on it when making decisions. At the same time, as the 
quality of information increases, its cost increases.  

Therefore, if information, despite its high quality, can not to significantly contribute to the ability to 
make decisions, it is not wort h the additional costs.  
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Up- to -date information that should ensure that the information provided by the information system 

should reach the right person at the right time, enabling policy makers to take the right action at 

the right time, which prevents nor mal delays and missed opportunities.  

Amount of information -  only the right amount of information can ensure that you make the right 
decisions. Both scarcity and excess of information may result in lowering the effectiveness of 
decisions made. The manager in the overload of information may overlook information that is the 
most important or key to achieving the organization's goal at the moment.  

The significance of information, which means that the information that reaches the decision -makers 

should be relat ed to the tasks that they have to perform.  

Anyone interested in acquiring information will seek to obtain excellent information. In fact, 
however, due to, among other things, imperfections in the flow of information, it will not be 
possible, which is why i n most cases we are dealing with information that is not perfect.  

On the basis of the entropy value for a particular message, one can speak about the probability 
relation of occurrence of a given event to the amount of information contained in a message ab out 

a given event. This means that the less likely the result of a given event is, the more information 

there is about its occurrence the more valuable the message is.  

When analyzing the structure of the decision -making process, information plays a very im portant 
role in its construction. Thus, the decision -maker trying to increase the rationality of the decisions 
made should properly organize an information system that will support his work model.  

To avoid distortions between information, decisions and the  management system, it is necessary to 
include in the research and design of each system the dependencies between its objectives and 

tasks and between the decision -making system and information system.  
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Abstract:  The paper aims to investigate progress of gender -based disparities in the context of the 

Czech Republic, over the period 2006 -  2017.  The an alysis is conducted using data from The 

Global Gender Gap Reports published annually by the World Economic Forum. Particular attention 

is paid to the Economic Participation and Opportunity subindex of the Gender Gap Index (GGI). 

Furthermore, trends and sco res of individual indicators addressing this subindex, namely Labour 

Force Participation, Wage Equality for Similar Work, Estimated Earned Income and Ability of 

Women to Rise to Positions of Leadership over the period 2006 -2017 are analyzed and discussed. 

The findings indicate that despite a minor improvement in the Czech Republicôs rating in the 

Economic Participation and Opportunities subindex over the period 2006 -2017, the overall the gap 

between women and men in this subindex remains significant. Moreov er, the results indicate that 

the lower score in the subindex is directly connected to the countryôs worse performance in the 

Wage Equality for Similar Work, Estimated Earned Income and Ability of Women to Rise to 

Positions of Leadership indicators. On the  other hand, our analysis reveals that the Czech Republic 

ranks higher in gender parity in relation to the Labour Force Participation indicator. The study thus 

contributes to better understanding of how the Czech Republic progress towards gender parity wit h 

a special emphasis on the economic aspects and of the related challenges.  

Keywords:  gender equality, gender gap index, economic participation, pay gap  

JEL codes:  J16, J31,  M1 

Introduction  

In the past several decades we have witnessed a growing interest in gender inequality among 

politicians, professionals and academics. Gender inequality is a multidimensional and complex 

phenomenon encompassing social, political and economic dimensions. It is expressed in attitudes, 

beliefs, behaviours and policies that reflect an equal valuing and provision of opportunities for both 

men and women (Lopez -Claro & Zahidy, 2005). Gender equality is a value for entire societies as 

well one of the fundamental values of the European Union. Equal opportunities between women 

and men contribute to stability both at the social and economic level, contributes to enhancing 

competitiveness of the economy and a better economic performance ( Sawicka Janina,  & Ğagoda, 

2015 ;  Government strategy for equality in the Czech Republic, 2014). Moreover, the literature has 

reached a general consensus on the positive impact of gender equality on economic growth 

(Kabeer, 2015, J¿tting et al, 2008).  It has become evident that gender i nequality reduces 

economic growth (Klasen & Lamanna, 2009). Greater gender equality also enables countries to 

benefit from the female human capital, which in turn supports overall economic growth. Preventing 

women from being fully integrated  leads to loses  in skills and ideas that are critical for addressing 

current global challenges ( Hausmann, Tyson, & Zahidi , 2017).  

Empirical evidence indicates that a noted progress across a wide range of economic, social, and 

political areas has been achieved in the are a of women empowerment and equality. The world has 

moved closer towards achieving gender equality (Stotsky et al, 2016). In comparison with past 

decades women enjoy more civil, political, cultural, social and economic rights and opportunities, 
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are better r epresented in decision -making positions and may benefit from better educational and 

labour opportunities (Akchurin & Lee, 2013).  

Despite the positive progress in some areas and long - term intense efforts of various stakeholders, 

the global gender gap persi sts in numerous countries, in particular in developing countries 

(Cuberes & Teigniger, 2012). Needless to say, the level of womenôs empowerment in developed 

countries also vary (Bozzano, 2012). According to the World Economic Forum (WEF), the global 

gender  gap widened for the first time in 2017 since 2006 when the first Global Gender Gap Report 

was published ( Hausmann, Tyson, & Zahidi , 2017). In the economic area women are still paid less 

than their male counterparts, face segregation in occupation and are overrepresented in low -

paying jobs and industries such as teaching and nursing. They are also underrepresented in senior 

positions while being often confronted with a ñglass ceilingò (OECD, 2012) 

Gender equality has been actively discussed in the Czech Rep ublic. Despite the inclusion of gender 

equality in a number of policy documents and initiatives updated annually, gender equality has not 

been fully achieved yet ( Government strategy for equality in the Czech Republic, 2014 ). In the 

annual report of the Wo rld Economic Forum Global Gender Gap Index on equality of women and 

men the Czech Republic dropped in the overall ranking from the 76th place in 2016 to the 88th in 

2017. It placed 92nd in the Economic Participation and Opportunity area, (shared) the 1st p lace 

both in the Educational Attainment and in the Health and Survival areas and the 91 st  place in the 

Political Empowerment area. The Czech Republic has thus fully closed the gap between women in 

health outcomes and mean and in the educational attainment.  However, the gaps between women 

and men both economic participation and political empowerment remain wide and need to be 

thoroughly addressed by the Czech Government (Hausmann, Tyson, & Zahidi , 2017).  

The purpose of the paper is to provide an impartial v iew of the Czech Republicôs performance in 

gender equality with a special emphasis on the economic area. The aim of this paper is to examine 

the development of workplace gender -based disparities in the Czech Republic over the period 2006 

-  2017. The paper uses gender inequality data from The Global Gender Gap Reports published 

annually by the WEF. We pay particular attention to Economic Participation and Opportunity sub -

index of the Gender Gap Index (GGI).  

1 Measuring gender equality  

Before examining any progress made in implementation of gender equality policies it is crucial to 

consider the overall progress in gender equality. Addressing the issue in a comprehensive manner 

enables policymakers, governments, organizations and general public to better understand and 

promote gender equality. Furthermore, the analysis can serve as a basis for designing effective 

actions with the aim of reducing gender gaps. There exist several statistical indices to measure 

gender equality. The first wide ly used index to analyse womenôs development issues was the old 

Gender - related Development Index (GDI) introduced by the United Nations Development Program 

(UNDP) in 1995. The index employed three subindexes with several variables reflecting educational 

at tainment, health status and income. In the same year, the UNDP introduced the Gender 

Empowerment Measure (GEM) which focuses in particular on womenôs opportunities in three key 

areas -  political participation and decision -making power; economic participati on and decision -

making power; and power over economic resources (Stotsky et al, 2016). Although the GDI and 

GEM attracted increased attention to gender equality in human development, both indexes faced 

criticism for their methodological and conceptual limi tations (Dijkstra & Hanmer (2011). In 

response to those criticisms, the UNDP in 2014introduced a revised GDI. The UNDP also developed 

another tool to measure gender inequality -  the Gender Inequality Index (GII) which measures 

inequality between men and wo men in the following dimensions: health, participation in society 

and the labour market (Savicka & Lagoda, 2015). Another tool, the Gender Equality Index (GEI), 

was developed by the International Institute of Social Studies at Erasmus University in the 

Net herlands and was first published in 2010. The GEI measures inequality in the following three 

dimensions: education, economic participation and empowerment comprising of 21 indicators 

(Plantenga et al. 2009, Stotsky et al, 2016). As the presented paper focu ses on the economic 
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dimension of inequality of the population of women and in the context of the Czech Republic, the 

Global Gender Gap Index (GGGI) was selected to analyse trends in economic participation.  

1.1 Global Gender Gap Index  

The Global Gender Gap Index (GGGI) was first introduced by the WEF in 2006 to measure the size 

of the gap between women and men. The GGGI  also provides country ranking that allows for 

comparisons across nations and regions. It is important to note that the GGGI does not measure  

gender -based gaps at the country level. It is independent from the level of development of 

individual countries ( Hausmann, Tyson, & Zahidi, 2016). Furthermore, it does not relate to country 

specific indicators such as specific policies, rights, culture or  customs. The methodology of the 

calculation of the GGGI  has not been modified since 2006 and thus provides a suitable basis for a 

time -series analysis ( Hausmann, Tyson, & Zahidi , 2017). The index is comprised of four equally 

weighted subindexes including:  Economic Participation and Opportunity; Educational Attainment; 

Health and Survival; and Political Empowerment. The highest possible score for of all subindexes is 

1 (parity) and the lowest is 0 (imparity). To calculate the overall GGGI  score an unweighte d 

average of each subindex score is used. The overall GGGI  score is ranging between 1 (equality) 

and 0 (inequality) ( Hausmann, Tyson, & Zahidi  2017).  

In this paper we focus on economic participation and opportunities that reflect the labour force 

particip ation gap. This subindex is captured by measuring several indicators such as the difference 

between women and men in labour force participation rates, the remuneration gap such as wage 

inequality between women and men for similar work, estimated female -mal e earned income and 

advancement of women and men captured through the ratio of women to men among legislators, 

senior officials and managers, and the ratio of women to men among technical and professional 

workers (Barns &, Preston, 2010). Each of those ind icators has the same relative impact on the 

chosen subindex for which similar to the GGGI the highest possible score is 1 (equality) and the 

lowest possible score is 0 (inequality). For the purpose of the analysis we selected the following 

indicators: Labo ur Force Participation, Wage Equality for Similar Work, Estimated Earned Income 

and Ability of Women to Raise to Positions of Leadership on the basis their relevance to the 

workplace.  

2 Results  

In this section we present trends and scores of the analysed Economic Participation and 

Opportunity Subindex and of individual indicators related to the Subindex, namely Labour Force 

Participation, Wage Equality for Similar Work, Estimated Earned Income an d Ability of Women to 

Rise to Positions of Leadership over the period 2006 -2017.  

2.1 Economic Participation and Opportunity    

Figure 1 displays changes in the Economic Participation and Opportunity Subindex between the 

period 2006 -2017. According to the results, the gap between women and men in Economic 

Participation and Opportunities recorded a slight improvement over the period 2006 -2017 . The 

results indicate an increase in parity over the years 2006 ï 2009, with its peak in 2009 when the 

score reached the value of 0.644. Nevertheless, in the following years 2010 ï 2015 the gender gap 

had began to widen. In 2015, the gender gap remained at the same level as in 2008. The following 

year the situation slightly improved with the gender gap score at 0.647. In  2017, the gender gap 

increased and the Economic Participation and Opportunity gap reached 0,643. In other words, only 

65 % of the Economic Participation and Opportunity gap has been closed to this day. On the global 

level, in 2017 the Czech Republic score d above the world average (0.585). At the same time the 

gap between women and men in this Subindex remains wide. This situation may be attributed 

mainly to wide gender gap in the following three indicators: Wage Equality for Similar Work, 

Estimated Earned Income and Ability of Women to Rise to Positions of Leadership .  
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Figure 1 Economic Participation and Opportunity over the period 2006-2017 (Scores) 

 
Source:  Own processing based on Global Gender Gap Report data (2006 -2017)  

2 .2 Labour Force Participation    

Figure 2 shows the increase of parity between 2006 ï 2009 with its peak in 2008. In that year the 

gender gap reached the value of 0.83, representing approximately a gender gap of 17 %. 

Nevertheless, in the following years 2010 -  2013 there was a slight dec rease of parity. The gender 

gap widened between that period. In particular, the gender gap was at 0.78 thus indicating a need 

to close a 22 % gap. The assumed cause was the great recession during which the employment 

rate was influenced in an especially ne gative manner. Since 2014 until 2017 the gender gap has 

narrowed and reached scores from 0.8 to 0.82 in 2017. The economy began to recover while the 

labour market conditions continued to improve. According to the OECD (2017) the employment 

rate in the Czec h Republic increased more rapidly in 2017 than the OECD average. Based on the 

2017 WEF Gender Gap Index data, the Czech Republic ranked 65 out of 144 countries and a score 

which is above the average global score (0.667 in 2017). In total the results indica te that the 

Czech Republic has closed so far more than 80% of its gender gap on this indicator and it is 

heading towards greater gender parity in the area of Labour Force Participation.  

Figure 2 Labour Force Participation over the Period 2006-2017 (Scores)                                                         

 
Source:  Own processing based on Global Gender Gap Report data (2006 -2017)  

 2.3 Wage Equality for Similar Work    

As shown in Figure 3 the gender gap for this indicator remained relatively stable between 2006 and 

2017 with the scores ranging from 0.51 ï 0.59. The figures indicate an increase in parity over the 

years 2006 ï2008 with its peak in 2008 when it reached the value of 0.57. Nevertheless, over the 

next period 2009 ï2016 the gender gap increas ed from 0,54 in 2009 to 0,56 in 2016. In 2017, it 

slightly decreased. Staying at 58.0 % suggests that 42 % remain to be closed. Although the Czech 

Republic has progressed towards wage equality and moved globally from the 110 th  place in 2016 to 
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the 97 th  pla ce in 2017, the score for this indicator 0.59 in 2017 still remains below the world 

average (0.634 in 2017) ( Hausmann, Tyson, & Zahidi , 2017). Thus, tackling the Wage Equality 

gender gap should be prioritised in the Czech Republic.  

Figure 3 Wage Equality for Similar Work over the Period 2006-2017 (Scores) 

 
Source:  Own processing based on Global Gender Gap Report data (2006 -2017)  

2.4 Estimated Earned Income    

Figure 4 displays the scores for the indicator Estimated Earned Income. The results indicate that 

the i nequality in this area narrowed slightly between 2006 ï2017. In 2006, the gender gap was at 

its lowest level and achieved a score of 0.64. In other words, the gender gap stood at 64 % and 36 

% of the gender gap remained to be closed. In the following s even years, except for the years 

2009 and 2010, the gender gap widened reaching scores 0.51 in 2007 to 0,49 in 2013. Since 2014, 

the Estimated Earned Income g ender gap began to stabilise with the scores ranging from 0.59 to 

0.60, leaving 40 % of the gender  gap to be closed. In 2017, the Czech Republic ranked 79th out of 

144 countries with a score of 0.59 slightly above the average world  score of 0.509 in 2017 (Global 

Gender Gap Report, 2017). Overall, the data highlights the fact that despite a limited pro gress in 

closing the Estimated Earned Income gap, it remains wide in the Czech Republic.   

Figure 4  Estimated Earned Income over the Period 2006-2017 (Scores) 

 

Source:  Source: Own processing based on Global Gender Gap Report data (2006 -2017)  

2.5 Ability of Women to Rise to Position of Leadership    

The overall results in Figure 5 show growth of parity between 2006-2009 and a slight decrease to 

0.39 in the years 2010ï2012. During the following years 2013 and 2014 the gender gap widened. 

In 2015, it remained reached the level of 0.39 as in 2010-2012. It rose again in 2016 to 0.42 yet 

fell to 0.34, even below the level of 2006, in 2017. The Ability of Women to Rise to Position of 

Leadership gender gap remains more than 66 %. Based on the 2017 WEF Gender Gap Index data, 

the Czech Republic ranked 88th out of 144 countries and scored slightly above the average score of 
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0.320. The data reveals that women in the Czech Republic are not provided with the same 

opportunities to rise to managerial positions as men and the progress in this area has been limited.  

 

Figure 5  Ability of Women to Rise to Position of Leadership the Period 2006-2017 (Scores) 

 

Source: Own processing based on Global Gender Gap Report data (2006 -2017)  

Discussion and Conclusion  

This paper deals with trends in Gender Economic Equality and Empowerment. For the purpose of 

our analysis the following indicators: were selected Labor Force Participation, Wage Equality for 

Similar Work, Estimated Earned Income and Ability of Women to Rai se to Positions of Leadership 

on the basis their relevance to the workplace.  

Overall, the gap between women and men in the Economic Participation and Opportunities 

subindex over the period 2006 -2017  slightly improved. The analysed results show that the Czech 

Republic has closed 65 % of the gap in this subindex and thus scored above the world average of 

58.5% (Global Gender Gap Report, 2017).  Nevertheless, the gap between women and men in the 

subindex remains wide.  A lower Economic Participation  and Opportunity subindex score has been 

caused  mainly due to a worse performance in the following three indicators: Wage Equality for 

Similar Work, Estimated Earned Income and Ability of Women to Rise to Positions of Leadership . 

On the other hand, the dat a reveals that th e Czech Republic records higher gender parity in the 

Labor Force participation indicator with more than 80 % of the gender gap closed and scoring well 

above the world average of 66.7% (Global gender Gap Report, 2017). Parity of women and m en in 

the labour market participation indicates a positive trend. What remains to be determined is the 

influence of the historically low unemployment rate in the Czech Republic on the indicatorôs results.  

Despite a slight progress in the Wage Equality for  Similar Work  indicator, the achieved score of 

0.59 in 2017 indicates that the Czech Republic still ranks below the world average of 0.634 in 2017 

(Hausmann, Tyson, & Zahidi , 2017). The gender gap for this indicator still remains wide. According 

to the dat a of the Czech Statistical Office (CSO, 2017) a  gender gap exists in nearly every 

occupation in the Czech Republic.  

The results of the indicator Estimated Earned Income show that disparity between women and men 

narrowed slightly between 2006 ï2017. Nonethe less, the Estimated Earned Income gender gap 

remains wide. The data indicate that the Czech Republic has up to this date closed only 40 % of 

this indicatorôs gap. According to the Czech Statistical Office (CSO, 2017) the average gross 

monthly earnings in 2 016 for women amounted to 25  283 Czech crowns (CZK) while 32  134 (CZK) 

and for men. We suppose that this gap can be explained mainly due to a sectoral gender 

segregation on the labor market. It is apparent that women are more represented in relatively low 

paid sectors such as medical and social care, education, accommodation, catering and restaurant 

services. Men are more often represented in sectors such as building industry, mining, tree -cutting, 

shipping and storing and information technologies. Distribu tion of women and men in the particular 

sectors reflects to a certain extent gender stereotypes in the society (European Union, 2017). The 
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results on the Ability of Women to Rise to Position of Leadership index  clearly indicate that women 

in the Czech Repu blic are under - represented in senior positions  and are not provided with the same 

opportunity as men at managerial positions.  

Overall, the study contributes to better understanding of the countryôs progress towards gender 

parity with a special emphasis on the economic aspects and of the related challenges.  
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Abstract: Organizational identity and the subsequent identification with the organization are 
abstract constructs that touc h upon the consequences, but also the causes of specific 

manifestations of social interaction with the environment. Values are the very thing based on which 
standards and criteria that stand for the selection and evaluation of specific individuals, events or 
procedures are constructed. This paper demonstrates that there is a relationship between the value 
ladder of members of the organization and the organization's value orientation. It also suggests 
that the level of identification with the organization, u nlike the position of the individual in the 

organization, is an important factor in exploring the organization's own value orientation as well as 
its relation to the value orientation of its members. A multistep scale questionnaire based on the 

Schwartz Va lue Survey and his Portrait Value Questionnaire was used as the data gathering 
instrument. The data obtained from the questionnaire survey were statistically evaluated using 
multiple linear regression analyses. The way in which members of the organization arrange the 
value ladder provides a possible perspective for viewing the psychological link between the 
individual and the organization. We believe that this knowledge could be used when recruiting 
suitable staff, compatible with the organization in a long - term perspective.  

Keywords:  organizational identification, value orientation, recruiting,  Schwartz Value Survey, HR 
management  

Introduction  

Exploring the concept of organizational identity and the degree of identification with the 
organization in terms of the value orientation of its members helps to capture the essence of not 
only why people become members of organizations but also why they voluntarily leave them, why 
they approach work in a certain way and what predestines the quality of relationships with other 

members of the organization (Falvey, 2018). Organizations' demand for skilled workers is steadily 
increasing and, at the time of economic peaking, it is more than ever necessary for them to reflect 
the needs of employees and their view of the or ganization.  The development of a so much 
desirable deep bond with the organization is not easily attainable for employers considering the 
current situation in the labor market . Identification with the organization is not a conscious 
process, but it reflect s, to a great extent, mutual interactions based on the degree of similarity or 
difference between the individual and the organization and their potential as well as real 

compatibility.  

Currently, research of values and value structures is shifting towards management and the related 
fields (K Śem®nkov §, 2015). In terms of change management in organizations, according to Fuchs 
and Edwards (2012), management in times of organizational change often focuses only on 
profitability or efficiency factors without cons idering the impact of the change on the current 
processes also in relation to the level of identification of their employees. Where employees feel 
united with the organization, they show positive behavior towards changes. The degree of 

identification with the organization is also affected, among other things, by the compatibility of 
values, goals and beliefs between the individual and the organization and the features and 

capabilities of the individual. Whether some of the organizational preferences of indi viduals are 
more closely related to a higher tendency towards identification with the organization was a 
question dealt with, in the Czech environment, by Balgov§ et al. (2017). Fuchs (2012) summarizes 
the current theoretical knowledge showing that a high degree of identification with the organization 

has a positive impact on the level of workplace collaboration, client -oriented behavior, decision -
making processes, internal motivation, sharing of information, reduction of tendencies towards 
employee turnove r; it increases work satisfaction and improves collaborative processes in virtual 
teams, creativity, social support in stressful times, production performance or citizenship behavior. 
Other general theoretical resources related to the processes of identifi cation are also elaborated by 
Ashforth (2016) or Ashforth, Harrison and Corley (2008).  
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Therefore, the degree of identification with the organization is one of the key instruments, which 

might positively influence the organization's effectiveness. But in or der for an individual to identify 

with the organization, they have to find a meaning in what they do in the organization and their 
work there must be of deeper significance for their identity. How individuals perceive and define 
themselves is partly influe nced by what they do and believe in. This individual set -up of their selves 
can be influenced by changes coming from the outside, and also by the values and beliefs 
embedded in the organizational culture (Ravasi & Schultz, 2006).  

According to Edwards (2007), there is a psychological link between the individual and the 

organization through which the individual experiences a deep, self -defining affective and cognitive 
bond with the organization as a social entity. In terms of persona lity psychology, the subjective 
affection and evaluation of the others is related to the system of needs, values and ideals of the 
individual. According to Schwartz (2012), the values have been the central concept of the branches 
of science dealing wit h the relationships between social entities. Values have been and still are 
used to characterize cultural groups, societies and individuals, and to explain the bases of 

motivation to determine opinions and behaviors. According to VĨrost and SlamŊn²k (2008), values 
direct  activities of the individual from the psychological point of view. Different psychological 
schools offer different definitions and classifications of values, but all of them agree that values are 
one of the central motives of human beha vior and that value neutrality does not exist. Values fulfill 

the mediating function in the interaction of an individual with their social environment 
(Cakirpaloglu, 2004).  

According to Johnson and Jackson (2009), the mutual compatibility of the individu al and the 

organization is of great importance, especially in terms of the identity and values that are relatively 
stable over time and influence attitudes, judgments and behavior of individuals. Expressing 
organizational values is an important part of the  socialization process, adaptation to a new job and 
the role in an organization. Values mediate information about expectations and formal and informal 
rules while linking individuals to wider organizational contexts. Organizational values indicate to its 
m embers what is important to the organization. If the values of the organization are not in line 
with the motivation of its employees, they will only have very little influence on their attitudes and 

behavior. This congruence between the employeesô identity and organizational values 
predetermines employee loyalty, and the degree of devotion is a key factor affecting the future 
turnover.  

The incompatibility of value systems is one of the factors that can cause conflicts in the 
organization. Values in an org anization express the group's demands for desirable behavior, and if 

these requirements are fundamentally inconsistent with the value ladder of the individual, the 

relationship between the individual and the organization is unlikely to be considered harmon ious 
and fruitful from the long -term perspective (VĨrost & SlamŊn²k, 2008). And while devotion to the 
organization can be explained based on economic and social exchange between the individual and 
the organization, identification with the organization incl udes elements connected to personal 
identity and self -defining (van Knippenberg & Sleebos, 2006; Hogg & Terry, 2000). Membership in 
groups that are important for individuals in terms of personal significance and self -definition help 
increase their self -est eem and positive self -concept (Fuchs, 2012). The more unique and 

irreplaceable the organization for its member, the more they are able to identify with it, because it 
fulfills their need for uniqueness. If the organization embodies the values needed to a chieve this 
goal, there is a strong degree of loyalty, job satisfaction, engagement and commitment to the 
group through which members replace or enhance their individual preferences and goals to 
encompass those embodied by the organization (Jones & Volpe, 2011).  

Falvey (2018), however, showed that the relationship between the value ladder of members of the 
organization and organizational values is not so unambiguous. The aim of this paper is to build on 

the partial results presented in Falvey (2018) and to analyze them further considering other 

possible factors. Specifically, we want to verify in this paper whether there is a relationship 
between the value ladder of the individual members of the organization and their perception of the 
organizationôs value orientation and, if so, to what extent this relationship is influenced by the 
degree of their identification with the organization and the position the individual occupies in the 
organization.  
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1 Methodology and Data  

The data were obtained using a questionnaire based on the Schwartz Portrait Value Questionnaire 

(PVQ) and the Schwartz Value Survey (SVS) (Schwartz, 2012). Schwartz, in his theory of values, 
distinguishes ten basic personal values that are universal for all individuals across cultures, which 
suggests that human motivation of behavior is based on a universal arrangement. The survey 
focused on the value orientation of the research sample in the parent company of an originally 
Czech organization, whose subsidiaries are engaged in investment  in real estate, energy, health, 
financial services and telecommunications. The questionnaire was sent to the respondents via the 

organizationôs internal email system in spring 2018. A total of 91 employees of the parent company 
were contacted, 46 (50.5%) of which filled in the questionnaire. The values were judged by 2 -3 
items on the six -point scale (1 ï it is absolutely not me, 2 ï it is very unlike me, 3 ï it is rather 
unlike me, 4 ï it is rather like me, 5 ï it is very much like me, 6 ï it is definitely  me). Our 
questionnaire included those items from the original PVQ and SVS questionnaires that were 
applicable to both individuals and organizations.  

Unlike Falvey (2018), a double correction of the data obtained was performed. In the first case, all 

respo nses were converted into comparable values according to Schwatzôs (2012) recommendations 
by subtracting the average value calculated through all the respondents' answers from the answer 

to each question (item) (see Table 1). The second correction was per formed separately for the 
individual values and values of the organization by subtracting the average value calculated over 
all respondents' personal value responses from the answer to each question (item) relating to 
personal values and by subtracti ng the average value calculated over all respondents' answers 
concerning organizational values from the answer to each question (item) regarding organizational 

values (see Table 2). The differences in the individual alignment of the total response intensit y 
within the scale should be compensated by both corrections, but each emphasizes different aspect 
of the evaluation. The first correction preserves the diametrical evaluation of individual values and 
organizationôs values, and the overview of values in Table 1 implies that the organizational values 
are considered on average at the top of the six -point scale compared to the individual values 
averaged at the bottom of the scale. The second correction takes account of relative fluctuations 

within the ev aluation, and although it, in our opinion, better reflects the fact that each individual in 
the organization is identified with such things that best reflect their own perception of themselves, 
the survey does not address other contexts regarding individua l satisfaction of social needs realized 
outside the organization that would explain these fluctuations in full and, therefore, we continue to 
work with the data after the Schwarz correction.   

Table 1 and Table 2 show that the first three places for indivi dual values are Security, Power and 
Conformity, the last place is occupied by Benevolence. The respondentsô responses on the other 

hand indicate that Achievement, Power and Hedonism are in the forefront of the organizationôs 
value orientation while Univers alism is overlooked. More detailed descriptive statistics structured 
according to the demographic characteristics of respondents (position of the worker, how long they 
work in the organization) can be found in Falvey (2018). In addition, a graphical scale of 
identification with an organization modified according to Bergami and Bagozzi (2000) assigned with 
numerical values (0 -  zero identification to 4 -  complete identification) for further statistical 
processing was applied. The average rate of respondentsô identification with the organization was 

2.87 (with standard deviation 0.96), which corresponds to 71.7% of the scale range.  

Table 1  Means (with standard deviations) for individual and organization values before and after 
correction ï taking the average of all answers into account  

 Individual  Organization  
Value  before  after  before  after  

Self -Direction  2.616 (0.889)  -0.956 (0.847)  4.580 (0.862)  1.008 (0.829)  
Stimulation  2.616 (0.789)  -0.956 (0.694)  4.580 (0.815)  1.008 (0.843)  

Hedonism  2.511 (1.030)  -1.061 (0.937)  4.772 (0.794)  1.200 (0.795)  

Achievement  2.529 (0.736)  -1.043 (0.655)  5.123 (0.768)  1.551 (0.736)  
Power  2.638 (0.860)  -0.934 (0.781)  4.913 (0.748)  1.341 (0.705)  
Security  2.870 (0.859)  -0.702 (0.872)  4.337 (0.817)  0.765 (0.751)  
Conformity  2.630 (0.922)  -0.941 (0.924)  4.293 (0.952)  0.722 (0.858)  
Tradition  2.478 (1.130)  -1.094 (1.083)  4.326 (0.908)  0.754 (0.824)  
Benevolence  2.312 (0.928)  -1.260 (0.903)  4.551 (0.796)  0.979 (0.721)  
Universalism  2.478 (0.902)  -1.094 (0.866)  4.167 (0.968)  0.595 (0.887)  

Source:  own processing   
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Table 2  Means (with standard deviations) for individual and organization values before and after 

correction ï taking the average of answers related to individual values and to organizational values 

separately into account  

 Individual  Organization  
Value  before  after  before  after  

Self -Direction  2.616 (0.889)   0.057 (0.529)  4.580 (0.862)  -0.005 (0.440)  
Stimulation  2.616 (0.789)   0.057 (0.538)  4.580 (0.815)  -0.005 (0.626)  
Hedonism  2.511 (1.030)  -0.048 (0.902)  4.772 (0.794)   0.187 (0.790)  
Achievement  2.529 (0.736)  -0.030 (0.552)  5.123 (0.768)   0.539 (0.391)  
Power  2.638 (0.860)   0.078 (0.572)  4.913 (0.748)   0.329 (0.362)  

Security  2.870 (0.859)   0.310 (0.752)  4.337 (0.817)  -0.247 (0.668)  
Conformity  2.630 (0.922)   0.071 (0.690)  4.293 (0.952)  -0.291 (0.595)  
Tradition  2.478 (1.130)  -0.081 (0.729)  4.326 (0.908)  -0.258 (0.592)  
Benevolence  2.312 (0.928)  -0.248 (0.515)  4.551 (0.796)  -0.034 (0.340)  
Universalism  2.478 (0.902)  -0.081 (0.498)  4.167 (0.968)  -0.418 (0.615)  

Source:  own processing  

To verify the dependence between the perceived organizational values and the personal values of 

its members, the degree of their identification and their position in the organization, a multiple 
regression analysis was chosen. The value of the organization's value was t he explained variable 
(response) Y. The values of the individual (predictor x1 -  IValue), the identification degree with the 
organization (predictor x2 -  Identif) and the position of the manager or the ordinary employee 
(predictor x3 -  Position) expressed by 0 -1 value (0 ï ordinary employee, 1 ï manager) were the 
explanatory independent variables (predictors).  

3 Results, Discussions and Limitations  

First, a correlation analysis was made between the mean values of the individual and the 
organization shown i n Table 1. The correlation coefficient (regardless of correction) was -0.083 
with 95% confidence interval: ( -0.677, 0.577). This result corresponds to the spider graph on the 
right in Figure 1, where there is no apparent alignment between the values of the  individual and 
the organization. Subsequently, a detailed regression analysis was carried out over individual 
respondents' answers for each value separately.  

 

Figure 1  Spider graphs for individual and organizationôs values after correction  

 

Source:  own processing  

  








































































































































































































































































































