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Abstract

In today, knowledge economy, usage of simulation games is continuously
growing. Simulation games present pedagogic tool which enables students
to use their knowledge and skills while learning to become successful
managers. The best way to acquire new skills and to learn how to make
right decision is through practice. Simulation games enable participants to
work, to make decisions, and to manage companies in virtual reality,
where mistakes can be made without any consequences. That is why
simulation games are used not only in academic educational system but
also by companies and individuals. Simulation games can be used in many
different
industries:
banking,
public
finance,
supply
chain,
entrepreneurship. The goal of this paper is to present and compare six
simulation games in the field of entrepreneurship and their role in
entrepreneurship education. Through simulation games in the field of
entrepreneurship, participants learn about the activities necessary for the
establishment and management of a company.
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INTRODUCTION
Development and progress of information and communication technologies,
especially from 2000s lead to new forms of knowledge acquiring and
knowledge transferring. There is no need any more to be in a specific
location, at a specific time, with a specific professor, while now days,
knowledge is accessible anytime and anywhere (Allal-Cherif, Bidan, 2016).
In fast changing education process, simulation games are used to improve
learning. Through simulation games, participants are in virtual reality
where they can try different alternatives and experience the consequences
of their decisions. At the end of the simulation game, they get feedback
and can discuss about their decisions. In addition, simulation games
present lifelong learning software, without time or space barriers.
Simulation games in education offer to participants innovative work
experience; improve their confidence and foster their employability
(Avramenko, 2011).
Entrepreneurship education could be strongly improved using simulation
games, because of practical way of learning. Simulation games involve
participants; motivate them to think, to be critical and to understand their
good or wrong decisions. In addition, students can only remember 10% of
theory they hear, but almost 90% of their involvement in simulation
process (Bellotti et al., 2012).
The purpose of the paper is to make a review and critical analysis of
simulation games in the field of entrepreneurship. The goal of the paper is
twofold: (i) to define simulation games and their usage and (ii) to present
simulation games in the field of entrepreneurship and compare selected
simulation games.
The paper is organized in six sections. First, in Introduction part we made
an overview of simulation games in education and defined the goal of the
paper. In the second section, simulation games, their characteristics and
usage are presented. The third part is about simulation games for
entrepreneurship. In the fourth section we made an overview of simulation
games in the field of entrepreneurship. Discussion is the fifth section in
which we compared selected simulation games for entrepreneurship. The
last section concludes the paper.
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SIMULATION GAMES
Simulation games can be defined as computer programs that simulate
different processes and final results depend upon decisions that
participants make. Simulation games present educational tool that
complements and enhances traditional learning approaches (Garris, Ahlers,
Driskell, 2002). Therefore, simulation games can be defined as a link
between theoretical knowledge and practical application which allow
participants to understand the consequences of their decisions so they can
learn from experience before implementing their knowledge in real world
(Ben-Zvi, Carton, 2007).
In 1956, the American Management Association (AMA) developed the first
managerial simulation Top Management Decision Game, and the first
systematic application of simulation games in education is recorded in
England in 1968, when Esso Students Business Game becomes part of the
school curriculum. From 1958 to 1961, there was a sudden increase in the
production and application of simulation games and is already at the
beginning of the 1960s there were 80 different games. Development and
usage of simulation games continued in 1970s and 1980s, which are
considered the beginning of the development of simulation games (Mace,
1986). The availability and popularity of simulation games has been high
and at the end of the 20th century almost 97,5% USA universities have used
simulations in the classroom, and in the UK there is around 92% of the
department of business administration which used simulations for staff
training (Guillén-Nieto, Marimón-Llorca, Vargas-Sierra).
By 2000 most of the simulation games contain more teaching outcomes.
The possibility of combining different areas of the economy within a game
has enabled the development of entrepreneurial simulation games.
Entrepreneurship can be defined as a skill and motivation which people use
to create new products or services (Bellotti et al., 2012). Therefore,
entrepreneurship requires knowledge of all departments of enterprises and
business processes to be able to make successful decisions. So the meaning
of simulation games for entrepreneurship is to teach players how to make
decisions in various stages of development of the company and the skills
needed to effectively manage all segments of the company.
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SIMULATION GAMES FOR ENTREPRENEURSHIP EDUCATION
Simulation games present valuable tool in entrepreneurship education.
There are many benefits of simulation games which help entrepreneurship
to improve their ideas, e.g. teamwork, motivation, risk-free environment,
experiential learning, critical thinking, negotiation skills, time
management (Avramenko, 2011). Simulation games are used for training
the entrepreneurs by allowing participants to learn how to run companies.
Without preparation through simulation games, there is a greater risk of
making wrong decisions due to ignorance of the factors that affect the
long-term profitability and the feasibility of their business ideas. In other
words, simulation games as learning tools can improve their knowledge and
provide new experiences in real business life.
Experienced managers should constantly learn, simulation games have a
positive impact to participants, even if they have no previous experience
in management. In a sample of 120 managers who on a one-day seminar
played a simulation game was shown that learning through simulation
games have a positive impact on the understanding of key business factors
and solving financial problems (Solomon, 2002).
The school system is primarily based on passive transfer of knowledge from
lectures to students, but today the constructivist approach is consider as
the best model of learning. Constructivism advocated active learning, and
encourages students to ask questions, research answers and learn through
experience (Cadotte, 2014).
Simulation games require the active engagement of participants and
feedback of their decisions is just after the game is finished, while in the
real world managers have to wait several weeks, months, years, to see
effects of their decisions. Simulation games can be played several times,
which means that the player will constantly review his own ideas and
adapt them to new experiences. Theory of experiential learning explains
why simulation games in entrepreneurship present effective learning tool
and why even experienced manager think that simulation games have a
positive impact on the development of entrepreneurship skills and
competencies.

9

OVERVIEW OF SIMULATION GAMES FOR ENTREPRENEURSHIP
In this section, six simulation games for entrepreneurship will be
presented: (i) Go Venture Entrepreneur Simulation; (ii) Entrepreneurship
Simulation: The Startup Game; (iii) Working Capital Simulation: Managing
Growth V2; (iv) CleanStart: Simulating a Clean Energy Startup; (v) Stock-oMania and (vi) Venture Strategy.
Example 1: Go Venture Entrepreneur Simulation
MediaSpark Inc is comprehensive simulation game that covers 160 areas
related to starting and managing a small business. So the players through
the simulation game learn from the beginning: the establishment of the
company (for example, writing a business plan, product selection, creating
brand, etc.), functions of all departments in the company (eg, human
resources, accounting, etc.), legal regulations, business ethics and the
various business skills (eg. business communication and mathematics).
What differentiates a simulation game from the others is that it requires
running the company in the context of real life. This means that the player
has to adjust business activities and activities from private life. For
example, neglect of family activities, increases the level of stress, which
has negative reflection on the efficiency of management of the company.
Example 2: Entrepreneurship Simulation: The Startup Game
The Startup Game was developed in school Wharton, University of
Pennsylvania. The goal of this game is to teach players how decisions in
the early stages of development of the company have long-term impact on
its success. This is achieved by creating a dynamic relationship between all
the variables that affect the success.
The specificity of this game is that it can be played exclusively with 20-86
players, who before starting the game need to determine their roles in the
company. In this simulation game players will learn how to identify their
role when starting a business.
Example 3: Working Capital Simulation: Managing Growth V2
In simulation game of business schools McDonough, Georgetown University
Working Capital Simulation: Managing Growth V2 the player is in the role
of chief executive of the company that sells vitamins. In the range of 10
years, which is divided into three phases, the player's goal is to explore
and select the investments that will increase the company's cash flow.
Every opportunity has a specific financial characteristic that appear in the
form of a balance sheet, income statement and other reports.
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Unlike simulation games that require knowledge of all the factors that
affect the management of the company, this game focuses on accounting
and finance. In this simulation game, players will learn that it is important
to understand all the financial factors before making a decision.
Example 4: CleanStart: Simulating a Clean Energy Startup
CleanStart: Simulating a Clean Energy Startup is a simulation game
developed at MIT Sloan Management School, with the goal to present to
players all activities important for starting new business. Activities include
a contest for customers with competitors, investment in product
development, finance entrepreneurial venture capital from the sale or
venture capital, adopting strategies and other activities.
Most activities in the game are not significantly different from the
activities in other simulation games, but compensation of employees and
different sources of funding are the specifics of this game. The player can
decide to finance risk capital, but the other option is to allow employees
invest in the company to keep ownership within the company. Each quarter
may change product prices, the basic salary of the employee and
compensation in the form of profit-sharing, or stock options.
Example 5: Stock-o-Mania
Stock-o-Mania is a free virtual flash game developed on the website Learn
4 Good. The game is intended for children and adolescents and therefore is
not realistic as much as other previously mentioned simulation games.
However, players still develop managerial skills by investing in
infrastructure in order to produce materials more effectively, investing in
stocks and raw materials and the development of company strategy. The
player starts with a shop that sells fruit, and the strategic expansion of the
national and global level, the player begins to lead an international
company.
An interesting thing about this simulation game is poor English language,
while creators of the game think that international business involves
communicating with people who do not necessarily speak or understand
English as well as they should. The game also differs from the others
because the action does not take place within a specific geographic
location but also seeks to create a global company.
Example 6: Venture Strategy
Venture Strategy is the simulation game of company Innovative Learning
Solutions. The player is introduced to all the activities of starting and
running new businesses as well as in other games with the same theme. It
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is covering the areas of finance, accounting, production, product
development, marketing, business negotiations and human resources.
This game is different from others simulation games because it highlights
the possibility of online sales (e-commerce), the player learns how to use
Internet advertising and management of marketing campaigns on the
Internet. While most simulation games in multiplayer learn teamwork, the
players in this game are competitors. The game can also play only one
player, but then the computer will generate opponents.

DISCUSSION
Table 1 shows an overview of six selected simulation games in the field of
entrepreneurship and their characteristics. Simulation games are compared
according to number of players, the location of the company in game,
markets in which the company operates as well as specific topics that
distinguish one simulation game from others.
Four simulation games are designed for one player and can be categorized
as an individual, and Venture Strategy game can be played against the
computer and against multiple players. So this is a game that can be
categorized as an individual and as a team. Enterprise Simulation is only
for large groups of players, who play in teams against competition
generated by computer.
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Table 1 Characteristics of selected simulation games in the field of
entrepreneurship
Simulation game
No of
Location
Market
Specific topics
players
GoVenture
1
Kanada
Generally
The link
Entrepreneur
between
business and
private events
Entrepreneurship
20-86
SAD
Arts,
Teamwork
Simulation: The
entertainment,
among the
Startup Game
sports,
players
biotechnology
Working Capital
1
SAD,
Food
The growth of
Simulation:
Florida
supplements
the company
Managing Growth
(vitamins)
through
V2
financial
investments
CleanStart:
1
SAD
Energy
compensation
Simulating a
(Renewable)
of employees
Clean Energy
Startup
Stock-oMania
1
Globally
Generally
International
operations
Venture Strategy
1+
N/A
Generally
Competition
among players
or against the
computer,
internet
business
Source: web pages of particular simulation games

Disadvantages of all games are the laws that affect the development and
growth of companies specific to the area in which it was made, and these
are mainly Canada and the United States. Stock-o-Mania specializes in
international business and Venture Strategy does not mention a specific
location in the description of the game. However, the basics of
entrepreneurship are independent of location. Players around the world
can learn about entrepreneurship and skills required for developing
business.
Three games (GoVenture Entrepreneur, stock-o-Mania Venture Strategy)
are the general and allow learning business concepts that are independent
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of the market. Three games (Entrepreneurship Simulation; Working Capital
Simulation and CleanStart) are focused on specific market: art,
entertainment, sports, biotechnology, nutritional supplements (vitamins)
and energy (renewable).
Review of business simulation games shows that all the games have many
common characteristics, and outcomes of learning through playing process.
Regardless of the specifics of each game, entrepreneurship is their
common theme. However, most reviewed simulation games can be
classified as a game where the participants are engaged in all business
processes. In addition, managers must be familiar with all aspects of the
organization and stages of development of the organization in order to
manage it effectively. The exception is the game Working Capital
Simulation because this simulation game focuses exclusively on the area of
finance, and the goal is to increase the cash flow of the company. Working
Capital simulation focuses exclusively on finance requires a detailed
analysis in order to learn how to make decisions only after participants
have examined all available reports and analyze how the investment will
affect the finances of the company.
The learning outcomes are similar for all simulation games because the
topic is entrepreneurship, but every game has some specific characteristics
that distinguishes it from other games. Thus, for example, players in
games GoVenture Entrepreneur have to learn to create a balance between
work and private life, and Venture Strategy is the only game that stands
out to learn the concepts of Internet commerce and Internet marketing.
Therefore, selection of the appropriate simulation games for learning
entrepreneurship skills and knowledge will mainly depend on what the
outcomes of education through the simulation game player wants to
achieve.
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CONCLUSION
The development of information and communication technologies has been
the key to popularizing the widespread use of simulation games in the
educational system in academia but also in business area. Most simulation
games have been developed for the needs of the school system to allow
students to apply knowledge that would otherwise be gained only through
theory. Simulation games support theory and allow students to have an
active role in learning process which help them to develop critical thinking
and
to
understand
the
consequences
of
their
decisions.
In this paper we have shown that all simulation games have similar
entrepreneurial learning outcomes because the players are trying to learn
how to develop and how to manage the company as a whole process.
All decisions that are taken will in the short and in the long-term impact
on their success. Presented simulation games prepare the players to a high
level of competition and the possibility of unforeseen events which can
have negative impact on their decision. Although all simulation games have
similar learning outcomes, players can choose according to the
characteristics of the simulation game, which simulation game is the most
suitable for them.
There are also obstacles in terms of price of the simulation games and
adopting existing learning process to new one, which will involve usage of
simulation games. Future research should be focused on analysis of specific
characteristics which simulation games for entrepreneurship education
should have in order to improve their skills and knowledge. Related to
entrepreneurship field it is important to define which are tasks and duties
of entrepreneur which they have to achieve to be successful in the
competitive global market and according to their requirements prepare
simulation game which will allow them to have leader position on the
market.
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Abstract

The research starts from the question if the employees perceive factors of
intangible motivation (since they are the one who needs to be motivated)
the same as their supervisors (managers) who are expected-obligated to
motivate their teams. The starting point for this research is so called ’40years survey’ conducted in US from 1946 to 1986. The paper represents
research results about differences in the perception between employees
and managers in Croatia today and compares them to the US results. The
sample consists of 793 examinees from different business sectors. Research
results showed that there is a statistically important difference in the
perception of motivational factors.

Key Words
intangible motivation, intangible motivation theories, intangible
motivation factors, ranking list of intangible motivation factors,
differences in employee and manager perception
Topic Groups: Human resource management and career development
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INTRODUCTION
To stay in a highly competitive environment, organizations must
simultaneously reach higher levels of effectiveness in many business fields.
In modern and successful organization, one of the main sources for
achieving competitive advantage is in proper employee selection and
motivation. Employee motivation is one of the most important factors of
human potential management. Motivation is essential for achieving high
business standards, creativity stimulation and innovation, professional
development of employees and their retention in the organization.
Motivation and satisfied employee has become the main focus of modern
human resource management. Only with the development of modern
quality motivation management system, organizations can increase its
value and competitive ability. The cause of a certain human behavior is in
its intrinsic psychological drivers which make people do certain activities,
so its impact does not depend only on his ability but also depends on his
motivation. Therefore, motivation of employees is a challenge for
managers since various factors affect motivation and satisfaction. Every
organization has to find optimal combination of tangible and intangible
forms of motivation in order to stay competent. Kovach (1987, p 65) when
analyzing American industry practice said: 'Management must understand
what motivates employees within the context of the roles they perform.
Such an understanding is absolutely crucial to improved productivity and
ultimately to the health of our industry and our nation as a whole'.

1. EMPLOYEE MOTIVATION IN MODERN BUSINESS ENVIRONMENT AND
MANAGER DUTIES

Motivation and employee satisfaction are becoming main tasks in modern
human resource management. Organizations can increase their
competitive capabilities, only by building high-quality motivational
systems. It has a crucial role in utilization and human resource
development. Such system governs human resources toward organizational
goal achievement and retains quality people in the organization. It is not
about how much time people spend at work or in the office it is about
effectiveness and efficiency of their performances. Highly motivated
employees increase cooperation and eliminate all forms of behavior that
disrupt and reduce organizational success. Overall organizational quality
rises which manifests through customer satisfaction. Bahtijarevic-Siber
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(1999) explains that simply defined purpose of overall motivational system
is to raise individual working performance by producing and awarding
desirable behaviors that they define. This means that system has to
include different motivation strategies. Motivation system has to be
integrated into the process of planning, organizing, directing and
controlling the organization, to be able to achieve strategically defined
mission, vision and goal (Marinkovic, 2010, p 12). Continuously achieving
sustainable competitive advantage and maintaining organizational longterm success is the purpose of process management. One of the main
manager tasks is to take into account motivation and employee
satisfaction, as they are assets for building future relations in the
organization. To have sustainable motivation system manager constantly
has to manage and periodically renewed them. It is necessary to create
adequate working conditions, acceptable by employee. Those conditions
have to be motivating and have to meet organizational and individual
needs. Many experts in HR management agree it is often situation that
managers’ base their opinions on stereotypes and prejudice about
employees. Therefore, managers’ duty of getting to know, continuous
learning about motivational changes within the social environment and
monitoring changes of employees’ needs, wishes and preferences is crucial
because needs and motivation are dynamic category as influenced by
social, economic and political happenings.
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Table 1: Management models and approaches to motivation

TRADITIONAL MODEL

MODEL OF
INTERPERSONAL
RELATIONSHIPS

Assumptions

The work is inherently

MODEL OF HUMAN
RESSOURCES

People want to work and

hateful to most people. For People want to feel useful contribute to the achievement
of the objectives in which they
people it is important how and important. People
much they earn, not what want to belong to a group participated from the
they do. Very few people
want to or can perform

and be recognized as
individuals. In motivating

beginning. Most people can
perform more creative and

work that requires
creativity, self-direction

people to work their
social needs are more

more responsible jobs than
those they perform, with more

and self-control

important than money.

self-direction and self-control .

Politics and tasks of a manger

The main task of managers The main task of managers The main task of managers is to
is the strict supervision and is to make each worker
control of subordinate. The feel useful and important.
separation of tasks into
Information subordinates
simple, repetitive
and listen to their
operations that are easy to comments on its
learn. Determining the
detailed operating

develop and use the unused
human potential. Creating an
environment in which all
members can make
contributions to the limits of

procedures and firm, but
fair demand for their

their capabilities. Promoting
allowing self-direction and full participation of employees
in important issues and are
self-control of
constantly expanding their
subordinates in routine

application

matters.

proposals. Enabling and

autonomy and self-control

Providing information to

Expectations

subordinates and their
inclusion in routine
People will tolerate work if
decisions will satisfy their
they have decent and fair
basic needs for belonging.
wages. If the tasks are
Satisfying these needs will
simple enough, and people
improve morale, reduce
are strictly controlled, they
resistance to formal
will be effective
authority and increase the
willingness of subordinates

Increasing influence, selfdetermination and self-control
of the staff will lead to direct
improvements in operational
efficiency. As a result of the
full use of employee

to cooperate.

Source: Bahtijarević – Šiber F. (1999). Management ljudskih potencijala.
Zagreb, Golden marketing, p 677
Figure 1 shows managers’ duties at motivating their employees
(Bahtijarević-Šiber, 1999, p 680) while presented management models in
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Table 1 introduce: traditional model, model of interpersonal relationships
and model of human resources. Given expectations in the table show how
the influences of managers increases (Bahtijarević-Šiber, 1999).
Figure 1: Managers’ duties in motivation

•
•
•
•

DEFINE
duties
goals
standards
work performance
methods

MANAGER DUTIES IN
MOTIVATING EMPLOYEES

ENCOURAGING QUALITY
PERFORMANCE
• awarding system
• type od awards
• quantity of awards
• timing
• relationship of justice
and fair treatment
• Determining employees
preferences

•
•
•
•
•

ENSURE OBJECTIVE
PERFORMANCE
ASSUMPTIONS
resourses
instruments
right organization
remove barriers
incentive environment

Source: Bahtijarević – Šiber F. (1999). Management ljudskih potencijala.
Zagreb, Golden marketing, p 680.
Hubbell and Chory-Assad (2005) presented indicators that influence
motivation of the employees and can be considered when introducing new
list of intangible motivation factors. Studying perception of justice they
deal with openness of communication (introduce the importance of
listening process), behavioral consistency of managers, honesty, holding
promises, showing concern, explaining decisions, protection of employees’
interest etc.
Working condition from the perspective of a modern employee can include
several unusual aspects (Khvostova, 2014) such as accepting pets in the
offices or having organized child care for young mothers or one extra week
of holidays (Google) or even possibility of using spa center within the
corporation sites (Microsoft Co.). By other words each employee need a
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unique approach according to their specific personal needs arose from the
private life or personal characteristics. Contemporary managers need to
design environment where it is possible for the employee to grow with the
organization. Mutual growth (ibid.) sees as the only way organization can
develop loyalty of employees. As well different field of organization
actions influence motivational preferences. It is proved that employees in
education find intangible factors of motivation significantly more
important than others and specifically value professional education as the
more important factor within them (Buntak et al., 2016).
Barankey (2010) conducted a field experiment designed to see how people
adjust their effort when they are given feedback about their place in
rankings along dimensions that does explicitly not affect their current or
future compensation. In the treatment group workers receive feedback
about their rank so that they update beliefs about their rank. The author
concluded that in general, given effort after receiving feedback about the
ranking with their peers is lower. He points out two reasons why workers
do not change their effort. Employees with a lot of experience or very
good access to information about others' performance could be less
responsive to feedback as they already know their rank order position. The
other reason is often argued that providing feedback generates a
competitive environment that entices people to work harder as they are
seeking status. This assumption is not the case as a status seeking
employee who loves being ahead but hates being worse than the
reference. Whether the worker will work harder depends on the worker's
ability parameter and whether the update (feedback about ranking) is
better or worse than the prior belief.
2. DIFFERENCES AT PERCEPTIONS BETWEEN EMPLOYEES AND

MANAGERS
Kovach (1987) gives insight into to 40-years survey in America conducted
with the aim to see the differences in perception of what motivates
employees according to the managers and workers point of view. During
this period three researches showed how the perception changed. The first
one took place in 1946 and employees were given ten 'job rewards' to rank
according to personal preferences. The list changed and the most
important factor became 'interesting work'. It is very important to notice
that when supervisors (managers) were asked to evaluate what motivates
their employees, in all three researches the answer remained unchanged
and the rank of motivational factors differs from the rank given by
employees (table 2).
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Table 2: Comparison of 40 years survey about ‘What motivates
employees’?
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

1946.
Full appreciation of
work done
Feeling of being in
on things
Sympathetic help
with personal
problems
Job security
Good wages
Interesting work
Promotion and
growth in the
organization
Personal loyalty to
employees
Good working
conditions
Tactful discipline

1981.
Interesting work

1986.
Interesting work

Full appreciation of
work done
Feeling of being in
on things

Full appreciation of
work done
Feeling of being in on
things

Job security
Good wages
Promotion and
growth in the
organization
Personal loyalty to
employees

Job security
Good wages
Promotion and growth
in the organization

Good working
conditions
Sympathetic help
with personal
problems
Tactful discipline

Personal loyalty to
employees
Tactful discipline

Good working
conditions

Sympathetic help with
personal problems
Source: Author of the paper according to data from Kovach (1987)

Silverthorne (1992) carried out the same research with the aim to
distinguish the differences between the perception of what employees
want among US, Russia and China (Taiwan). The results showed a very
strong discrepancy in perception of ten intangible motivation factors
between employees and managers but as well a reasonable match at
perception of the same at Taiwan sample. Fisher and Ya Yuan (1998)
discussed the same American survey and conducted research to compare
American and Chinese responses. They view the factors 'sympathetic help
with personal problems' and 'personal loyalty from superiors and the
organization' from perspective of social relationship in Confucian ideology
where obligation has important role. Obligations incurred through good
treatment and doing favors for subordinates ensure that employees will
cooperate when needed and in ways that the formal system may be unable
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to demand. Many other motivational factors are deeply discussed from the
cultural aspect highlighting the difference of the west and east and the
cultural dimensions determined by Hofstede (1993) who describes Chinese
culture as high in power distance, low in individualism, moderate in
uncertainty avoidance and masculinity, and high in long term.
3. RESEARCH METHODOLOGY
The aim of this research study was to determine whether there are
differences in the perception of the intangible factors of motivation
significance between employees and managers and to see if the results
differ from a similar study conducted in 1986 within the 40-years survey in
US
(Kovach,
1987).
Results of the study from 1986 show that there is a difference in the range
of preferences (perception of significance) of employees and managers and
can be seen in Table 3 (Bahtijarević-Šiber, 1999, p 168). In the previous
research the respondents had to evaluate the significance of good payment
as the material factor of motivation among several other factors of
intangible motivation. The results show significant discrepancies in what
factors are significant to employees and managers and it is important to
emphasize that the payment according to the employees is only in fifth
place while the managers assess it the most important factor of motivation
of all. It is noteworthy that the most important three factors of motivation
among employees occupy only the fifth, eighth and tenth place in the
rankings of the importance when assessed by managers.
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Table 3: Differences between perception of managers and employees
about what employees need
What employees want?

RANK OF

RANK OF

EMPLOYEES’
ASSESSMENT

MANAGERS’
ASSESSMENT

Interesting job

1

5

Full respect for the job done

2

8

Being informed about news

3

10

Safety of job position

4

2

Good payment

5

1

Promotion and development within organization

6

3

Good working conditions

7

4

Personal loyalty of a manager

8

6

Discipline with a lot of tactfulness

9

7

Empathy and help with personal issues

10

9

Source: Bahtijarević – Šiber, F., Management ljudskih potencijala,
Golden marketing, Zagreb, 1999, str 681
The research presented in this paper set the initial hypothesis:
H1 There are statistically significant differences between the perception of
importance of intangible motivation factors between employees and
managers.
The
additional
hypothesis
was
stated:
H2 Today respondents in Croatia perceive intangible motivation factors
differently compared to respondents in US in 1986.
For the purpose of this study a questionnaire was designed that in the first
part determined the demographic data of respondents, while in the other
part respondents used scale of 1 to 5 (1 = totally unimportant factor, 5 =
very important factor) to express their perception of the importance of
intangible factors of motivation. Based on the previously identified
intangible factors respondents were offered 18 factors with an open
possibility to state the rank of importance according to their opinion as
well as the possibility to add important intangible factor that is not
provided by the researchers. Offered intangible factors of motivation
were: interesting work, full respect for the job done, being informed about
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news within the organization, safety of job position, promotion and
development of the organization, good working conditions, professional
education (seminars), personal loyalty of managers, discipline with a lot of
tactfulness, empathy in personal issues, flexible working hours, recognition
of success, participation in decision making process, feedback, motivation
and self-motivation, the status within the company, social climate and
organizational culture.
The study included a total of 793 respondents from different groups of
professional activities of which there were 51.1% of male and 48.9% of
female. The age of the respondents included the highest percentage of 46%
of people in the age of 31 to 40. The educational structure of the
respondents is diverse with the largest percentage of 39.3% of respondents
with secondary education. For the purposes of the research the following
groups of employees were included:
- officials (including hospital nurses) make 5.6% of the total number
of respondents;
- independent experts of production department (controllers,
technicians, IT support) make 15.8%;
- employees in the non-production sector (sales, logistics,
accounting, procurement) are 34% of the total;
- employees in the production process (maintenance, installation,
preparation, machining, surface treatment) make 15.8% of
respondents.
Another group of respondents marked as managers include the following:
- top management (directors, representatives of the administration)
makes 7,1% of the respondents;
- middle management makes 10.8% of respondents and
- lower management (managing directors, heads of departments)
make 10.9% of respondents.
The survey was conducted in the fall of 2016 in northern regions of the
Croatia.

4. RESULTS AND DISCUSSION
The analysis of the results showed that the attitudes of the importance of
intangible motivation factors between managers and other employees
differ in more than 95% of the total number of factors that are offered in
the study. Total of 17 factors offered out of 18 have different importance
in the ranking between managers and other employees. Only one factor
"professional education, seminars" has the same importance in the rankings
and is at 14th place in the ranking scale (Table 4).
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The analysis shows that according to the attitude of managers the first
place at ranking list in order of importance has "interesting job" while the
last place is occupied by factor "empathy in personal issues". For the other
employees the first place at ranking list of important is "safety of job
position" and the last place is occupied by "flexible working hours". From a
total of 18 factors from research managers underestimate the importance
of these nine: safety of job position, discipline with a lot of tactfulness,
feedback, organizational culture, empathy in personal issues and personal
loyalty of managers. Managers underestimate: good working conditions,
being informed of the news within the organization, promotion and
development with the difference of only one ranking place. The most
underestimated factor is safety of job position with 6 places rating
difference between their perception and the assessment of employees. A
total of eight factors are overestimated by the managers. According to the
ranking places the smallest difference of importance is found at the
following factors: flexible working hours, interesting work, full respect for
the job, motivation and self-motivation and social climate. Factor' status
within the company' is overestimated by a difference of 5 ranking places
but the biggest difference was found in the factor 'participation in decision
making process'.
Displayed results suggest that there are significant differences between
the perception of importance of intangible motivation factors between the
employees and managers and that the initial research hypothesis can be
accepted.
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Table 4: Differences in perception of significance of intangible motivation
factors between managers and employees
INTANGIBLE
FACTORS

MOTIVATION RANK OF
EMPLOYEES’
ASSESSMENT
Safety of job position
4,312 (1)
Good work conditions
4,268 (2)
Interesting job
4,197 (3)
Full respect for a job done
4,158 (4)
Feedback
4,157 (5)
Organizational Culture
4,108 (6)
Motivation/Self-motivation
4,087 (7)
Recognition of success
4,073 (8)
Social climate
3,990 (9)
Being informed about the news
3,981 (10)
Promotion and development
3,932 (11)
Discipline
with
a
lot
of 3,859 (12)
tactfulness
Personal loyalty of a manger
3,833 (13)
Professional education
3,810 (14)
Empathy at personal issues
3,761 (15)
Participation in decision making 3,730 (16)
process
Status in organization
3,730 (17)
Flexible working hours
3,697 (18)
Source: Author's calculation according to the results of

RANK OF
MANAGERS’
ASSESSMENT
4,136 (7)
4,320 (3)
4,359 (1)
4,340 (2)
4,107 (8)
4,087 (9)
4,233 (5)
4,262 (4)
4,146 (6)
4,058 (11)
4,049 (12)
3,786 (16)
3,883
3,913
3,447
4,078

(15)
(14)
(18)
(10)

3,981 (13)
3,709 (17)
the survey

Compared to a survey that was carried out in 1986, this one is
supplemented with eleven additional factors of intangible motivation and
payment as a material and tangible motivation factor was omitted. It is
evident that due to the time lag there are significant differences in the
estimated importance of factors of motivation. It is found very interesting
and important to notice that there is a managers’ tendency to follow the
scientific results (Table 5). This can be noted because in this research
managers for the large part of factors show those results that were
perceived desirable by the employees in the previous survey. Factors of
intangible motivation: 'interesting work' and 'full respect for the job done'
that are shown as the most important factors by the employees twenty
years ago, modern managers assess the most important nowadays. The
assessment of other factors as well shows the same tendency of displaying
desirable results even though it is not an identical rank place.
Table 5: Comparison of result of assessing the importance of intangible
factors according to the research from 1986 and 2016
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INTANGIBLE MOTIVATION FACTORS

Interesting job
Full respect for the job done
Being informed about the news
Safety of job
Good payment
Promotion and development
Good working conditions
Personal loyalty of managers
Discipline with a lot of tactfulness
Empathy at personal issues

RANK
OF
IMPORTANCE
ACCORDING TO THE RESAERCH
1986
(US respondents)

RANK OF IMPORTANCE
ACCORDING TO THE
RESAERCH 2016
(Croatian respondents)

EMPLOYEES

MANAGERS

EMPLOYEES

MANA
GERS

1
2
3
4
5
6
7
8
9
10

5
8
10
2
1
3
4
6
7
9

3
4
10
1
11
2
13
12
15

1
2
11
7
12
3
15
16
18

Source: Authors complemented the results with the ones presented in
Bahtijarević – Šiber, F. (1999). Menadžment ljudskih potencijala. Zagreb,
Golden marketing, p 681.
From the presentation of results the significance of discrepancies in the
assessment of the importance of intangible motivation factors is visible. It
can be concluded that the additional hypothesis is confirmed and that
respondents assess intangible motivation factors differently.

5 CONCLUSION
For the survival of business organizations in the modern environment and
their development in very turbulent times characterized by strong
competition it is important they achieve a high level of efficiency in many
fields of operations at the same time. Motivation and employee
satisfaction are becoming the basis of occupation of modern management
of human resources because only the construction of quality motivational
system can help the organization to increase its competitive ability and
value of the company.
The proper way to motivate includes a collection of different methods of
creating, maintaining and promoting behavior that results in achieving
business goals. Employees vary in needs and the way they satisfy their
needs so the main task of the superiors is to meet the preferences of each
employee with the aim to be able to use the appropriate factors of
motivation in the organization.
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Manager must be able to identify and understand the different needs and
goals of employees within his team. Humans tend to meet different needs
and there are significant personal variations between them as well as
different understandings of motivation among individuals. How the
managers perform their tasks is directly related to motivation and will
depend largely on the motivation of employees so will further on the
success of the company.
Based on the results of this research it is evident that there is a statistical
significant difference between what managers think that their employees
want and what they really want. The opinions of managers about what
motivates employees are often the result of their stereotypes about
employees not truly knowing and monitoring their wishes and preferences.
It is an important task of managers in motivating employees but as well in
establishing and monitoring their needs and preferences with regard to
remuneration they want to receive for their work. How the managers
perform their tasks related directly to motivation will depend largely on
the motivation of employees. Diversity in assessment of intangible
motivation factors of the employees in twenty years period suggests that
these changes should be monitored continuously even in frequent time
span. Also, tendency of monitoring the results of scientific research of the
topic by managers give more importance and duty to scientists who need
to follow the trends change and accountability in the implementation.
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1.Introduction
MNCs can use foreign locations as a source of new knowledge (Dunning,
1994) or from the recombination of existing knowledge in a MNC and new
localized knowledge (Grant, 1996, Regnér and Zander, 2011). The most
valuable knowledge includes a high degree of tacit knowledge (Nonaka,
1994). Tallman and Chacar (2011) described the direct transfer
mechanisms of this type of knowledge integrated within a local context,
identifying the duality between component and architectural knowledge.
Component knowledge is knowledge that concerns a particular aspect of an
organization’s product, process or operation. Architectural knowledge
relates to the various ways in which the components are integrated and
linked together into a complete system. Tallman and Chacar (2011) argued
that to directly transfer architectural and component knowledge, it is
essential to initially share a certain degree of architectural knowledge.
The transfer of component knowledge is then conditioned by prior sharing
of practices and routines in the MNC (Cohen and Levinthal, 1990).
Architectural knowledge tends to be component (or embedded in)
particular organizations. It is path-dependent and evolves endogenously
over time in complex trajectories (Leszczyńska, 2016).
In order to take the most general case possible into account, this
component knowledge is also considered as embedded within the
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architectural knowledge (e.g., in organizational practices or routines).
The social, organizational, cultural, institutional, technological, and
physical distances between a MNC and the new subsidiary, as well as its
local partners, offer a good indication of the way the architectural and
technological knowledge is shared (Knoben and Oerlemans, 2006, Boschma,
2005).
On the basis of a bibliographical study, the first part of this research
develops a conceptual argument in order to formulate hypotheses
regarding the impact of architectural distance and motivation on
knowledge transfer and the localization’s resulting performance. We
define performance as the combination of three aspects: the financial
outcome, the operational result and the fact that this knowledge is used or
not in other subsidiaries. (Samson and Terziovski, 1999).
The assumptions formulated in the first part of this work make it possible
to justify, in the second part of this research, the mathematical expression
of performance is a function of the architectural distance, the knowledge
transfer, and the motivation. So we have to solve an optimization problem.
2. Conceptual model
2.1. Distance and knowledge transmission
The differences or distances between two organizations at the level of
institutions, organizational culture, and technology also impact knowledge
transfer (Knoben and Oerlemans, 2006). Assumptions 1 to 6 are formulated
in this section. Finally, these assumptions make it possible to specify in
section 3 the law of variation of the performance in function of the vector
(

are defined below) .

2.2. Social proximity (denoted by

)

MNC unit linkages are characterized by the terms ‘network’ and
‘relationships’. Subsidiaries then build knowledge assets from internal
knowledge networks and the knowledge networks of external sources
(Andersson et al., 2007). However, excess of social proximity can lead to
the development of lock-in that limits access to other sources of
knowledge and results in a decline in performance (Molina-Morales and
Martínez-Fernández, 2009). When social proximity is high, the cost of
maintaining strong ties can outweigh their knowledge-sharing benefits,
reducing unit performance (Hoegl and Wagner, 2005). Consequently, in
line with the findings of Boschma (2005), hypothesis 1 is formulated as
follows:
Hypothesis 1: Performance is a concave parabolic function of the social
proximity.
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2.3. Institutional distance (denoted by

)

Institutional distance is defined as the extent of similarity or dissimilarity
between the formal and the informal aspects of institutions from two
countries. However, as the institutional distance between the home and
the host country increases, costs also increase (Xu and Shenkar, 2002).
Marginal costs are consequentially far higher in countries with considerable
institutional distance from a MNC’s home country. Moreover, when there is
a very wide institutional distance, the MNC and its subsidiary are so
different that it is highly likely that their organizational practices and
know-how are incompatible, leading to problems of implementation.
Considering these arguments together, hypothesis 2 is formulated as
follows:
Hypothesis 2: The performance is a concave parabolic function of the
institutional distance between the home and the host countries.
2.4. Organizational cultural distance (denoted by

)

In line with the organizational literature, cultural differences are defined
as the differences in shared assumptions, values, and norms between the
employees of the MNC and its subsidiary (Schein, 1996). When cultural
distance is low or moderate, the extra costs required to integrate new
knowledge do not exceed income, and performance improves. However,
when the organizational distance is too high, the preceding benefit is
offset by the increased likelihood that the practices of the two firms
combined are incompatible (Stahl and Voigt, 2008). Hypothesis 3 is then
formulated as:
Hypothesis 3: Performance is a
organizational cultural differences.

concave

parabolic

function

of

2.5. Technological distance (denoted by
)
Technological exchange between firms with a similar knowledge base
results in less innovation. Moreover, when the technological knowledge
base of firms is too different, the firms may not have enough technological
knowledge to assimilate their new partner’s technological knowledge
(Asmussen et al., 2013). Then, in agreement with the empirical results of
Lai and Weng (2014), we formulate hypothesis 4:
Hypothesis 4: The performance is a concave parabolic function of the
technological distance.
2.6. Physical distance (denoted by
)
Physical distance must take in account both the geographical distance and
the difference in time zones between countries which increase uncertainty
in the speed of communication (Dow and Karunaratna, 2006). Tacit
knowledge embedded in organizational practices is facilitated by face-to-
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face communication and then by low geographic distance (Daft and Lengel,
1986). Thus hypothesis 5 can be formulated as:
Hypothesis 5: Physical distance is a decreasing linear function of the
physical distance.
2.7. Motivation (denoted by

)

Hayes and Clark (1985) studied the absence of motivation, considering it as
a source of difficulty in knowledge transfer. Thus, hypothesis 6 is
formulated as:
Hypothesis 6: We consider that performance is an increasing linear
function of motivation.
3. The mathematical model
The knowledge to be successfully transferred from the new subsidiary to
another unit of the MNC is selected in order to maximize the global
performance (Buckley, 2009) associated with the amount of successfully
transferred knowledge Ka (architectural knowledge) and Kc (technological
component knowledge), i.e. the total level of performance achieved by
the MNC, deriving from all the transfers conducted as a result of the new
localization. In this section, we first elaborate the performance function
that results from knowledge transfer in concordance with firstly,
assumptions (1) to (6) from section 2. The performance function before
maximization depends on Ka, Kc and

.

3.1. The mathematical formulation
Let us denotes by Pe the performance involved by both transfer of
architectutal knowledge (Ka) and component knowledge (Kc). In
accordance with section 1, the performance Pe is a function of Ka, Kc and
. For the sake of simplicity, we adopt the assumption of a uniform
decrease of marginal returns in relation to variables Ka and Kc (Cohen and
Levinthal, 1989; Asmussen et al., 2013):

(2)
and
are strictly positive constants.
in which
The process by which new subsidiaries create value from knowledge was
conceptualized in section 1 as a linear sequence: architectural knowledge
was shared and then component knowledge is transferred. The transfer of
Ka and Kc are uncoupled:
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(3)
On the other hand when there is no transfer of knowledge (Ka=0, Kc=0),
the performance is theoretically:

see that:

(4)By taking into account equations (1)-(4), we can

(5)
in which

(6)

(7)
in which H represents the heaviside function (H(x) = 0 for x < 0 and H(x) =
1 for x ≥0).
Equation (5) shows that the performance resulting from the transfer of
both architectural and component knowledge is split in two parts.
As described in the conceptual model of section 1, the architectural and
component knowledge transfers are not of the same kind and therefore we
must have fa ≠ fc et α ≠ β. In order to take into account – as it is specified
in the conceptual model – that a minimum of architectural knowledge
(denoted by Kamin) must be shared to make the exchange of both
architectural and component knowledge possible for this reason Heaviside
function is introduced in formulae (6) and (7).
In accordance with the hypotheses 1 to 6 which were discussed and
justified in section 1, it is known that the performance must be a concave
(for i=1, 4), linear decreasing of

parabolic function of
linear increasing of

and finally

:
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in which
and

,

,

are parameters,

represents the classical summation

symbol.
The challenge is now to find the location which gives the optimum level of
knowledge transfer, distance, and motivation Ka* , Kc* and

such that:

(8)
To solve the problem (8) in a simple way, we first of all propose to
maximize the performance for the two variables Ka and Kc, and then for
the remaining variables i.e. vector . Then the first maximization implies
that:

Thus the performance has two expressions depending on the position of Ka*
from (par rapport à?) Kamin.

(9)

(10)
We have not analytical expression for the second maximization of (10)
problem with respect to
but when the coefficients of the model can be
numerically deduced from econometric datae and then it is easy to
compute it numerically. So we obtain the optimal values for the variables
of distance, motivation, and transfer of knowledge. In practice, we have
no guarantee that there exists a concrete location that corresponds to all
these theoretical optimal values. Then the problem confronted by the
manager is to make the best possible choice among a limited number of
possible locations. It is obvious that the obtained value gives a maximal
value of the performance that it is possible to reach. Nervertheless there is
no garantee that it is really reached because it a priori impossible to know
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in advance if the architectural knowledge shared at the leval of
localization will be sufficient. On the contrary (
), the
localisation fails and the performance vanishes (9).
3.2. Comparisons with other models of the same type
Before comparing the results of our mathematical model with those of
Asmussen et al. (2013), it is necessary to recall the significance of certain
variables that they mobilized. I represents internal technological
knowledge available in a subsidiary and coming either from the general
headquarter or another subsidiary. E represents knowledge external to this
subsidiary which can come from this subsidiary (itself) if it is a new
localization or comes from external partners in the cluster or from other
partner. We consider that a firm’s technological knowledge is
characterized by a n dimensional vector of which each component is the
share of its patents in every one of the n relevant patent class. We then
propose to measure the technological distance between two firms by using
a mathematical distance between these two vectors. For example, we can
use the Euclidean distance or the min-complement distance measure (Bar
and Leiponen, 2012).
By considering the optimal technological distance solution to the problem
of optimization (8), we can then write:

(11)
in which

is the technological distance between the vectors

and

which represent respectively the internal and external state of
knowledge in the subsidiary and their module represent the internal and
external technological knowledge (i.e.

,

).

By combining the classical inequality,
(resulting from the
triangular inequality for a distance), with the relation (11), we obtain:
(12)
This double inequality (12) shows that for a transfer of knowledge to exist,
it is necessary that internal knowledge is higher than a critical value
(lower bound of I in the double inequality (12)).
This means that the larger external technological knowledge is, the more
technological internal knowledge must be important in order to have a
transfer with assimilation of knowledge. This result is in line with the
findings of Asmussen et al. (2013), although the minimum level of
technological knowledge required does not depend on the level of
absorbed knowledge.
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Moreover, the double inequality (12) highlights that I is upper bounded by
, because
must have an optimal value
that cannot be
too large. In this case the mathematical model has a simplified expression
and it is easy to show that Kc* is an increasing function of E. These results
are in agreement with them of Asmussen et al (2013) but slightly different
because the variable that we consider are differents.
4. Discussion and conclusion
By considering theoretical and/or empirical results available in the
literature, we have built a conceptual model we explained in the form of
assumptions. We deduced a mathematical expression for the performance
of the localization in function of the transfer of both architectural and
component knowledge, architectural distance, and motivation. The
maximization of the performance with respect to these variables allows us
to obtain the expression of the optimal transfers of knowledge like those
of the architectural distance and the motivation.
In order to apply this model, one would need to numerically compute the
variables which intervene in this model and the performance in order to
obtain by the econometric methods a numerical estimation of the variables
which intervene in the expression of the performance. Then one could use
this numerical expression of the performance as a specific criterion of
localization. Indeed it would be sufficient to evaluate both architectural
and component knowledge which could be exchanged as well as different
distances and the motivation for each of possible localizations and then to
have an help for decision.

40

References
Andersson, U., Forsgren, M. and Holm, U. (2007), "Balancing subsidiary
influence in the federative MNC: a business network view", Journal of
International Business Studies, Vol. 38, pp. 802–18.
Asmussen, G.G., Foss, N.J. and Pedersen, T. (2013), "Knowledge transfer
and accommodation effects in multinationals corporation: evidence from
European subsidiaries", Journal of Management, Vol. 39 No. 6, pp. 1397429.
Bar, T. and Leiponen, A. (2012), "A measure of technological distance",
Economics Letters, Vol. 116, pp. 457-459.
Boschma, R.A. (2005), "Proximity and Innovation: A Critical Assessment",
Regional Studies, Vol. 39 No. 1, pp. 61–74.
Buckley, P.J. (2009), "The impact of the global factory on economic
development", Journal of World Business, Vol. 44 No. 2, pp. 131-43.
Cohen, W.M. and Levinthal, D.A. (1989), "Innovation and learning: The two
faces of R and D", Economic Journal, Vol. 99, pp. 569-96.
Cohen, W. M. and Levinthal, D. A. (1990), "Absorptive capacity: A new
perspective on learning and innovation". Administrative Science Quarterly,
Vol. 35, pp. 128–152.
Daft, R. L. and Lengel, R. H., (1986), "Organizational information
requirements, media richness and structural design", Management Science,
Vol. 32 No. 5, pp. 554–71.
Dow, D. and Karunaratna, A. (2006), "Developing a multidimensional
instrument to measure psychic distance stimuli", Journal of International
Business Studies, Vol.37 No 5, pp. 578–602.
Dunning, J. (1994), "Multinational enterprises and the globalization of
innovatory capacity", Research Policy, Vol. 23, pp. 67–89.
Grant, R.M. (1996), "Prospering in dynamically-competitive environments:
organizational capability as knowledge integration”, Organization Science,
Vol. 7, pp. 375–387.
Hayes, R.H. and Clark K.B., (1985), Exploring the source of productivity
differences at the factory level, Wiley, New-York, N Y.
Hoegl, M. and Wagner, S. M. (2005), "Buyer-supplier collaboration in
product development projects", Journal of Management, Vol. 31, pp. 530548.

41

Knoben, J. and Oerlemans, L. A. G. (2006), "Proximity and interorganizational collaboration: A literature review", International Journal of
Management Review, Vol. 8, pp. 71–89.
Lai, H-C. and Weng, C.S. (2014), "Accessing External Technological
Knowledge for Technological Development: When Technological Knowledge
Distance Meets Slack Resources", IEEE transactions on engineering
management, Vol. 61 No.1, pp. 80-89.
Leszczyńska, D. (2016) "Local Production System and Historical Trajectory:
Evidence from French Champagne Manufacturing Cluster", Labor History,
Vol. 57 No. 2, pp. 258-276
Molina-Morales, F.X. and Martínez-Fernández, T. (2009), "Too much love in
the neighborhood can hurt: How an excess of intensity and trust in
relationships may produce negative effects on firms", Strategic
Management Journal, Vol. 30, pp. 1013-23.
Nonaka, I. (1994). "A dynamic theory of organizational knowledge
creation", Organization
Science, Vol. 5 No. 1, pp. 14–37.
Pinch, S., Henry. N, Jenkins. M and Tallman, S. (2003), "From 'industrial
districts' to 'knowledge clusters': a model of knowledge dissemination and
competitive advantage in industrial agglomerations ", Journal of Economic
Geography, Vol. 3, pp. 373-88.
Reger, G. (2004), "Coordinating globally dispersed research centers of
excellence-The case of Philips Electronics", Journal of International
Management, Vol. 10, pp. 5-76.
Regnér, P. and Zander, U. (2011), "Knowledge and strategy creation in
multinational companies", Management international review, Vol. 51 No 6,
821-850.
Samson, D., & Terziovski, M. (1999). The relationship between total quality
management practices and operational performance. Journal of Operations
Management, 17(4), 393–409.
Schein, E. (1996), "Culture: The missing concept in organization studies",
Administrative Science Quarterly, Vol. 41, pp. 229-240.
Stahl, G. K. and Voigt, A. (2008), "Do cultural differences matter in
mergers and acquisitions? A tentative model for examination", Organization
Science, Vol. 19, pp. 160-176.

42

Tallman, S. and Chacar, A. (2011), "Communities, alliances, networks and
knowledge in multinational firms: A micro-analytic framework", Journal of
International Management, Vol. 17, pp. 201-10.
Wang, Z.H., Sharma, P.N. and Cao, J. (2016). "From knowledge sharing to
firm performance: A predictive model comparison". Journal of Business
Research. Vol. 69, pp. 4650–4658.
Xu, D. and Shenkar, O. (2002), "Institutional distance and the multinational
enterprise", Academy of Management Review, Vol. 27 No.4, pp. 608-18.

43

STRUCTURAL MODEL OF FEMALE CONSUMER BEHAVIOUR
IN SELECTED COUNTRIES WHEN BUYING FEMININE
HYGIENE PRODUCTS
Dr. Tanja Rihtaršič
Gea College - Faculty of
Entrepreneurship, Slovenia

Mag. Matjaž Rihtaršič
Gea College – Centre of
Higher Vocational Schools,
Slovenia

Key Words
model of consumer behaviour, ethical consumerism, culture, taboo,
feminine hygiene.
This article starts with a review of different recent theoretical views and
positions on culture, menstruation taboos, and ethical consumer
behaviour. We performed a quantitative research in England, Germany,
Slovenia and Sweden on 1,081 responding female students about the effect
of cultural and sociological factors on female consumer behaviour when
buying feminine hygiene products. Countries were selected depending on
different cultures, religions and consumer behaviour. Based on the
acquired results, we established a structural model of female consumer
behaviour in the selected countries. This model showed a spiral transfer of
cultural limitations and prejudices to the respondent students through the
environment.
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1.INTRODUCTION
Taboo

Taboos, ceremonies, rituals and sacrifices are often blood-related. Blood is
connected with several different meanings. It symbolizes life as well as
death. It is no secret that menstruation has been a taboo on a global level
for centuries, regardless of the observed differences between cultures. In
anthropological language, the word taboo often relates to cultural
prohibitions imposed for symbolic, rather than pragmatic, reasons«
(Winthrop 1991).
It is a fact that, throughout history, menstrual blood was regarded as
disgraceful and the source of evil and toxicity. Menstruation is a taboo
since the time of totemistic cultures when the contact with menstrual
blood was regarded as dangerous. Members of the tribe believed that their
totem is flowing with the blood and that it will destroy any person coming
into contact with it (Durkheim 1992). On the other hand, menstrual blood
was regarded as sacred and powerful (Stein and Kim, 2009). However, it is
clearly visible in everyday life, that menstruation remains a taboo also in
the Western countries. Kissling (1996) describes modern taboos related to
menstruation as »concealment, behavioural taboos and communication
taboos«. The concealment taboo dictates to women that menstruation is
something disgraceful and should be concealed. Advertisers skilfully take
advantage of this taboo for the purpose of convincing women that nobody
will smell, notice or suspect that they are menstruating if they use their
advertised products. Menstruating women are stigmatized and don’t
discuss their menstruation. Quite on the contrary, they hide their
menstruation at home as well as in public. Because of the fear that others
will find out they are menstruating, women avoid public events, sporting
activities and sexual intercourse during the time of their menstruation
(Britton, 1996). Some women avoid all activities with limited access to the
bathroom such as: camping, concerts, picnics, etc., all in fear of bleeding
and disclosure of their menstruation.

The behavioural taboo is related to everyday life and sporting activities.
33% of US women believe that bathing, swimming and sporting activities
are not allowed during menstruation. The third taboo, communication
taboo, restricts communication about menstruation, not only in company
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of men, but also in company of women or in the family circle. Williams
(1983) notes that 33% of suburban girls believe that it is inappropriate to
talk about menstruation with their fathers and that almost all of them
believe that girls should not talk about menstruation with boys. Kissling
(1996) warns that mothers are more comfortable to talk with their
daughters about pregnancy than menstruation. Discussion about
menstruation is often unpleasant for parents and they subconsciously
postpone it or wait for the »right moment«. This is the reason why even
today girls are not prepared for their first menstruation or why they start
searching for information about this topic outside their family circle.
Girls find information about first menstruation from various sources such as
parents, school, friends, media, advertisements (Havens and Swenson
1989; Britton 1996). Despite the various sources of information about
menstruation, girls still report that they received poor information and
that they were not prepared for their first menstruation (Koff and Riordan,
1995). Information about menstruation is mainly focused on the role of
ovaries, menstruation and reproduction. Such information is often without
practical tips on how girls should behave during menstruation, whether
they are allowed to swim, dance, wash their hair, which products are
available, etc., or how they will feel during menstruation (Kissling 1996).
There is no doubt that sources of information in connection with culture
and social environment have direct impact on the development of the
attitude of women towards menstruation. Besides family environment, the
establishment of positions and attitude towards menstruation is also
influenced by the wider social environment, where the religion, the girl
was raised in and whose values she adopted, plays a very important role. In
Europe, menstruation was regarded as sin and a curse until the middle of
the 20th century. Religions of that time considered women as mothers and
wives. Female sexuality, menstruation and the role of women in traditional
patriarchal societies were taboos with negative connotation. Žvelc notes
that »women who are raised Catholic or who adopt Catholic religion also
adopt the concepts of this religion which affect their perception and the
experience of menstruation. The process of identification with the
concepts of the church as the process of their influence on the experience
of menstruation takes place mainly on the unconscious level« (Žvelc 2003).
A very important role is given to educational contents about menstruation
within the framework of sex and health education in schools. Experts warn
that education about menstruation is focused on education about the
physiology of the menstrual cycle and does not include information about
the worries, fears, mood swings, behaviour, etc. (Prendergast 1994;
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Kissling 1996; Rembeck, Moller and Gunnarsson 2006).
Educational
material on menstruation is often sponsored by manufacturers of feminine
hygiene products and contains a lot of negative messages and therefore a
negative attitude towards menstruation: Menstruation is dirty, shameful
and should therefore be concealed from others (Houppert 1999; Kalman
2003).
Culture

Culture is not characteristic of individuals but always a collective
phenomenon since the individual shares it, at least partially, with people
who live or have lived in the same social environment, i.e. where this
individual learned this culture. Culture is a collective programming of the
mind due to which the members of an individual group or category differ
from other groups or categories (Hofstede, 2001).
Cultural orientation of a particular society reflects the complex interaction
of values, attitudes and behaviours expressed by the members of this
society. Individuals express their culture through the values which they
acquired in life and from their environment. In accordance with their
attitudes, values demand the most appropriate and effective behaviour in
a certain situation. The constantly changing behaviour pattern of an
individual and the group affects the culture of the society. The rotation
process starts back from the beginning (Heinze 1995).
The culture itself affects the life of people in the community. Cultural
patterns strongly intertwine with taboos and attitude towards
menstruation. Behaviour of women and their attitude towards
menstruation are connected with cultural patterns in form of »unwritten«
codes of behaviour.
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Ethical consumerism

Brinkmann (2004) considers that there are four types of ethical
consumerism: 1) positive shopping, favouring ethical products (FT, organic
food products, feminine hygiene products made of organic cotton or
animal-friendly products); 2) negative shopping, which means avoiding the
products with which we do not agree (eggs from caged hens or cars with
high CO2 emissions, Always sanitary pads); 3) shopping based on corporate
policy as a whole (boycotts of Nestle and buying ‘Body Shop’ products or
‘Natracare’ products); 4) the fourth transparent approach is a combination
of the previous three and means that the consumer is looking for
companies and products together and evaluates which is the most ethical
brand.
Information about feminine hygiene products and procedures used in their
development lead to the development of ethical consumerism in the field
of feminine hygiene. Ethical consumerism at first developed in the field of
the production and use of tampons. The materials themselves are
extremely important. Viscose fibres were once trees, whilst lifethreatening pesticides are used in the US for the production of cotton.
Applicators are made of plastic materials in combination with petroleum
products which are simultaneously also extremely harmful to the health of
the workers producing such products. Disposal of products represents a
major problem, especially disposal of applicator tubes which are a major
ecological problem in the US and UK (Davidson, 2012). Seas and shores are
overflown with applicators which are regularly being removed by
volunteers in clean-up operations.

The field of feminine hygiene includes all forms of ethical consumerism
such as positive and negative shopping, i.e. boycott and combined
approach. In the US as well as in UK it is possible to notice anti-tampon
movements which started in the 1990’s after the unfortunate events and
the TSS in connection with ‘Rely’ tampons. Besides TSS, a major problem
in the past was dioxin which appeared during bleaching of materials with
chlorine. Female US students began to organize themselves in societies
with the objective to warn other women about the danger of the use of
tampons. Soon, they started to use the internet to promote the use of
»harmless« products such as the menstrual sponge, cup or washable
sanitary pads (Kissling, 2006).
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Models of ethical consumer behaviour

Throughout the review of the literature we can notice various models of
ethical consumer behaviour. In most cases the very core of the model
contains the logic of a »deliberate action« or »planned behaviour«. So it is
all about the knowledge or beliefs that lead to the establishment of
positions that effect intention and behaviour (De Pelsmacker in Janssens,
2007). The intention or behaviour can also be affected by the subjective
norms and factors controlling the behaviour (Hunt and Vitell 1986; Shaw
and Clarke 1999; Vitell, Singhapakdi and Thomas 2001; Shaw and Shiu
2002, 2003). Hunto and Vitellov’s model (1986) describes the consumer’s
decision making process with the help of various philosophical aspects that
represent the basis for the consumer’s moral judgement. On the basis of
qualitative research, Shaw and Clark (1999) suggested a conceptual model
where the factors affecting beliefs play the key role. The core of the
above stated models also includes the sequential logic ‒ »beliefs –positions
– behaviour«. Transfer of information about moral questions and/or
dilemmas affects the beliefs, positions and behaviour of the consumer.
Behaviour is also affected by the detected control of the behaviour or the
degree to which the consumers believe that their actions will reach the
desired effect, and situational factors such as: price, availability and
accessibility which are added as variables determining intention and
behaviour. Besides positions towards FT, subjective norms and control
behaviours, Shaw and Shiu (2002, 2003) also studied the role of the moral
commitment and self-esteem. The influence of the subjective norm turned
out as statistically irrelevant, whilst the positions and individual
characteristics had a tremendous effect on shopping decision making.
Amongst the limitations the authors state that the establishment of models
in the future should include the influence of information. In their model,
Shaw and Clark (1999) stress the important role of information, literature,
advertising and labelling of products when establishing positions and
behaviour, and, on the other hand, note the importance of situational
factors and product-related factors: price, availability, accessibility,
information and time. Other studies on the ethical consumer behaviour
identified similar factors which prove that positions often poorly predict
ethical consumer behaviour (De Pelsmacker and Janssens, 2007).
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Browne et al. (2000) and Roberts (1996) warn about the fact that so-called
»ethical products« are too expensive and that, in the eyes of the
consumer, the high price does not outweigh the price premium. Other
researches show that the price, quality of the product and convenience of
purchase are often the most important factors when deciding to purchase
something. Carrigan and Attalla (2001) believe that ethical shopping arises
when, during shopping, the consumer does not experience higher costs of
the price premium, lower quality and poor product accessibility.
On the basis of observations of female consumer behaviour, feminine
hygiene product manufacturers, market trends and theoretical
background, we established a theoretical model which represents the
starting point to test the model of female consumer behaviour.

Figure 1: Basic model of female consumer behaviour
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Culture (greatly influenced by religion) affects the environment and
information establishing the attitude of society and women towards
menstruation. Environment and information also have direct effect on
behaviour and consumer behaviour. Attitude of women towards
menstruation, which can be positive, negative or mixed, directly affects
the behaviour influencing consumer behaviour.

METHODS

As part of the review of the conceptual model we performed an
exploratory factor analysis in order to reduce the large number of the
observed variables to a smaller number of latent variables (factors). With
the help of the exploratory factor analysis we searched for the answer to
the question of how many factors are needed to present the data (Hair
2010).
On the basis of the theoretical model we presumed the following factors;
culture, environment, information and behaviour. Firstly, we must
determine the adequacy of data for further analysis. We performed the
factor analysis with the method of maximum likelihood (ML) and the
oblique factor rotation together with the Kaiser normalization. The
number of factors was determined with the help of the value of variables
(>1), scree diagram and the interpretation of the acquired factors.
Reliability of data for individual constructs is checked with Cronbach
Alpha. Higher values mean more reliable data. Values of Cronbach Alpha
ranged between 0.723 and 0.913 which means that data is very reliable.

As a first step, we had to determine whether the data is adequate for
factor analysis. For this purpose we used the Bartlett test and KaiserMeyer-Olkin (KMO).
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Table 1: Adequacy of variables of constructs Culture, Information,
Environment and Behaviour
KMO and Bartlett's Test

INFORMACIJE

KULTURA

Kaiser-Meyer-Olkin Measure of Sampling Adequacy.
Bartlett's Test of Approx. Chi-Square
Sphericity
df
Sig.

OKOLJE

VEDENJE

,758

,765

,711

,740

2180,917

1229,159

948,172

1142,055

3

6

6

6

0,000

,000

,000

,000

Source: Rihtaršič, own research 2014
Legend: “Kultura” – culture, “Informacije”, information’s, “Okolje” –
environment, “Vedenje” – behaviour.

Reliability p (sig.) is for all constructs lower than 0.05 which means that
the test is statistically significant and that connections between the
variables exist also in the population. Values of the KMO test ranged
between 0.711 and 0.765 which means that the data is adequate for
further analysis. In the second part we determined the communalities of
individual variables. We excluded variables with inadequate communalities
from further research. We set the criterion to exclude all variables with
communality < 0.2. Claims of individual sets were already determined in
the questionnaire itself.
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Table 2: Correlations of the selected constructs »Information«,
»Behaviour« and »Environment«
Factor

1

2

3

4

1

1.000

-.323

.225

.477

INFORMAT
2
ION

-.323

1.000

-.113

-.410

3

.225

-.113

1.000

.140

4

.477

-.410

.140

1.000

1

1.000

0.223

.357

ENVIRONM
2
ENT

-.223

1.000

.398

.357

0.398

1.000

1.000

-.657

-.657

1.000

3
BEHAVIOU 1
R
2

Source: Rihtaršič, own research 2014

Structuring equation modelling (SEM) is a statistical method where the
confirmation approach is used to test and confirm hypothesis of individual
events, actions, theories or phenomena. Analysis of several different
variables is typical. The set model is tested as a whole, whilst individual
variables are tested as a part of the whole (Byrne, 2010). Validity of our
model is tested with structural modelling with the help of the AMOS
program. Validity is checked with the confirmatory factor analysis (CFA) of
actual data and with the aforementioned exploratory factor analysis (EFA).
EFA is aimed to identify and reduce the number of variables, whilst CFA is
aimed to check whether the observed variables adequately measure
(describe) the latent variables and their behaviour also in the structural
model. Adequacy of each model is statistically tested. If the model fits
with the data, data is adequate.
Connections between individual
constructs show how well they were assumed depending on the theory.
The extent to which the data fits the model can be measured with various
adequacy indices such as RMSEA, GFI, CMIN, RMR, CFI, TLI, NFI, PNFI and
others.
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Table 3: Adequacy model indicators
Absolute fit indices

Valid values
Model

χ2

df

p

837,204

95

0

χ2/df
≤ 3,0
8,813

RMSEA
≤ 0,10
0,086

Normed fit index

NFI
≥ 0,8
0,871

CFI
≥ 0,9
0,884

Relative fit
indices
PNFI
≥ 0,6
0,69

Source: Rihtaršič, own research 2014

The RMSEA indicator amounting to .086 was used as the absolute fit value.
This is less than 0.1 and represents a good fit. As the basic incremental fit
indicator we used the CFI indicator with a value lower than the maximum
permissible value. The parsimony indicator (PNFI) amounted to 0.69 which
is higher than the minimum permissible value of 0.6. Based on indicators
we can conclude that the data closely fits the model.

With the above procedure we tried to find the structural model of
consumer behaviour in selected countries based on theoretical
background, acquired data in individual countries and the procedure of
structural equation modelling with the help of AMOS. Basic information
about the model can be found amongst the results of the model.
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Table 4: Basic information about the structural model
Minimum is reached

Chi-square = 860.072

Degrees of freedom = 98

Reliability = .000

Source: Rihtaršič, own research 2014

DATA COLLECTIONS

Countries were selected depending on different cultures, religions and
consumer behaviour. The research sample included 399 units from Slovenia
and 1 unusable unit. Research samples in other countries: Sweden 240
useful and 3 unusable units. Germany - 210 useful units and 5 unusable
units; Great Britain - 232 useful units and 13 unusable units. The research
pattern therefore included 1,081 respondents or useful units in total. The
majority of units was excluded due to their mismatch with the
presumptions of our research because we decided that our research sample
only contained the population of female students in a certain selected
country. As the limit of usefulness we determined that at least 90% of all
questions in the questionnaire had to be answered. We considered this as
the biggest limitation of our empirical study (i.e. the study is performed on
a »convenient« research sample). We shall not be able to generalize the
acquired data to the whole population. Population of female students was
chosen for two reasons: 1) we were interested in the trends of behaviour
of young women; 2) we estimated that the life style and standard of
female students is similar in all countries, regardless of the cultural
differences between countries.
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Table 5: Proportion of units in the research sample depending on the
population for individual countries
Country

Tertiary
Number of units ‰ – units of the
education female in the research research sample
students
sample
depending on the
population

Great Britain

220,000

232

1.1

Germany

1,245,241

210

0.2

Slovenia

52,336

399

7.6

Sweden

160,000

240

1.5

Source: Office for National Statistics; Destatis Statistisches Bundesamt;
Statistični urad Republike Slovenije; Ukä Universitet Kenslers Ämbetet,
2015

The data was collected with the help of a questionnaire. This
questionnaire was prepared on the website portal »surveymonkey.com«
which is specialized for research. The questionnaire in the language of the
selected country was published on websites of at least 5 different faculties
in the selected countries. Collection of data took place from the middle of
March 2013 until the end of October 2013.

FINDINGS

As the measure of value of consumer behaviour we used the variable in the
model marked COM. We asked the responding females how much they
spend monthly on feminine hygiene products. The answers were less than
EUR 3, more than EUR 3 and less than EUR 5, more than EUR 5 and less
than EUR 10, more than EUR 10 and less than EUR 15, and more than EUR
15. Answers were properly valued within the model.
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Figure 2: Monthly expenditure for feminine hygiene products in EUR in
the selected countries

Great Britain 7%

Germany 9%

39%

30%

Slovenia 4%18%

Sweden 2%20%
0%

42%

53%

38%

15%1%

Less then 3€

49%

3%9%

More then 3€ and less
then 5€

27% 9%

24% 1%

More then 5€ and less
then 10€
More then 10€ and less
then 15€
More then 15€

20% 40% 60% 80% 100%

Source: Rihtaršič, own research 2014

Figure 3: Structural model of consumer behaviour
Table 6: Monthly expenditure for feminine hygiene products in EUR in
the selected countries
Number

Arithmetic
mean

Standard
deviation

Great Britain

232

2,62

0,86

Germany

209

2,71

0,99

Slovenia

396

3,17

0,99

Sweden

240

3,02

0,74

Source: Rihtaršič, own research 2014
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Figure 3: Structural model of consumer behaviour

Source: Rihtaršič, own research 2014
Legend: “Kultura” – culture, “Informacije”, information’s, “Okolje” –
environment, “Vedenje” – behaviour, “Com” – expenses.

Source: Rihtaršič, own research 2014
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Legend: “Kultura” – culture, “Informacije”, information’s, “Okolje” –
environment, “Vedenje” – behaviour, “Com” – expenses.

DISCUSSION

Weights are presented in the above figure of the model. Culture negatively
affects the environment as well as information. This is expected, since
lower valued answers mean more open and modern society, whilst higher
valued answers mean more closed and conservative society. Influence is
negative. Influence is weak or medium and amounts to -0.22 or -0.35.
Environment affects information. The environment directly and indirectly
affects behaviour. Influence on information is weak and amounts to 0.18.
This can be explained by the fact that certain information remain taboos
and that the effect of the environment is minimal. There is still
insufficient discussion about menstruation and feminine hygiene products.
Nobody wants to get exposed because of these topics. Influence of
information on consumer behaviour is minimal. Direct effect of the
environment on consumer behaviour is negative which means that those,
who are more open in relation to menstruation, spend less.

CONCLUSIONS AND IMPLICATIONS

In this section we would like to especially underline and emphasize the
sociologically interesting conclusion of our study that the globalization,
daily migration of population and access to information in the observed EU
countries from the field of female behaviour during menstruation, blurred
the boundary between the urban and rural population. Nevertheless, it was
shown that our above tested Model of consumer behaviour indicates great
culturally conditioned differences between individual countries. The
common model confirmed our assumptions (established on the basis of the
insight into the theoretical background of the observed phenomenon) that
the culture has negative affect both on the environment and information.
Environment affects information. The environment directly and indirectly
affects consumer behaviour. Effect on information is still weak because
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certain information remain taboo and because the environment only
affects them in a very limited manner. Influence of the environment on
behaviour is also weak. Direct effect of the environment on consumer
behaviour is negative. There is still insufficient discussion on menstruation
and feminine hygiene products in public and scarce research and discussion
in academic spheres. In short, what all four countries from our study have
in common is that the culture negatively affects the environment and
information. On the other hand, good information is crucial for the
development of ethical consumerism and changing of the consumer
behaviour. Values, norms, rituals, signs and symbols keep changing, just
like Mole says that »the culture is a living and changing system« (Mole,
2003). Under the influence of dynamic changes, cultures change as well.
Openness of culture towards menstruation is, on one hand, historically
connected with taboos and religion and, on the other hand, also with the
dimensions of the culture.
Finally, we can see our above established model of female consumer
behaviour as something practically useful and something that could be
used in the economy and marketing. The results of the performed research
indicate a process of the spiral transfer of cultural limitations and
prejudices to the respondents through the environment.

Upon completion of the empirical research we recognized numerous
possibilities to continue researching menstruation and ethical
consumerism. Based on secondary data we can conclude that ethical
consumerism appeared in the field of niche products, but slowly started to
gain weight also in the field of feminine hygiene products. Nevertheless,
information on suitable products and manufacturers in Europe is still
scarce or non-existing. Besides, there are still not enough suitable natural
products accessible in the market. Ethical consumerism is a process based
on »positions, information and knowledge of products« (De Pelsmacker et
al. 2005; Jelovac and Rihtaršič 2013). It would be useful to conduct a
research on the existing ethical female consumers. Is ethical consumerism
in the field of feminine hygiene a transfer of the consumer behaviour
model from another category of products, or has it developed
independently? The results of the performed research indicate a process of
spiral transfer of cultural limitations and prejudices to the respondents
through the environment. Ethical consumerism in the field of feminine
hygiene is currently in the development stage. Based on theoretical
discourse and the results of the performed empirical research and
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observation of trends we expect an increase of ethical consumerism in the
field of feminine hygiene in the future.
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Abstract

Earlier studies have shown that employees perceive intangible motivation
factors as more important than material ones. The aim of this study was to
determine whether differences exist in the perception of the importance
of intangible motivation factors due to branch of the organization from
which respondents come. The paper presents results of research about
differences in perception between 793 respondents from eight different
business branches: individual and small-scale production, process industry,
services and logistics, public administration services, municipal services
and public companies, independent profession (lawyers, dentists, and
freelance artists), farmers, fishermen and education.
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INTRODUCTION
Management of human resources is one of five basic management
functions. In today's business conditions, employee's motivation contributes
to an overall achievement of organizational goals and represents a
competitive advantage. This fact gives a complex dimension to managers’
tasks which they must undertake in order to encourage employees and
maximize their potential. The manager also has to achieve organizational
goals and at the same time fulfil employee’s satisfaction and keep them
motivated. To achieve both goals manager should know its employees and
select those motivation factors that will provide the best results.
Motivation factors are defined as factors that “organize, direct, define
intensity and duration of working activity” (Bahtijarevic-Siber 1999. P
555). They are essential for developing quality motivation system in the
organization.
2. HUMAN RESOURCE MANAGEMENT IN MODERN BUSINESS
When analysing investment in employee's knowledge from accounting
aspect, this investment is recorded as a cost. Does it really means that this
cost of education, when that same employee, after the training applies
acquired knowledge and skills, and improves productivity of his work place
and with his effort contributes to an overall organization success of the
organization, is really a cost or investment? Knowledge is and will always
be an important investment in the hands of high-quality and motivated
employees and will always raise overall performance of the organization
when properly managed.
Drucker (2005, p 167) said that “being effective is a job of knowledge
worker and it needs to be learned” and that new world is a world of
“knowledge society” (Wartzman, 2014).
Kestin (1992) explains since organization asset, except one, is equally
available to competitors managers should concentrate on the one that is
unique, meaning on quality of people. In the same way Tick and Charan
(1995) say that only way to bridge the gap from where organization is now
and where it wants to be is education.
Having in mind the fact that organizations started to open significantly to
customers at the end of the 20th century, many organizations in America
began to introduce quality. One of the basic principles of quality is the
principle of continuous improvement which includes continuous
improvement activities, and it is closely related to the human factor. The
essence of this principle is that involves employee’s engagement.
Employees can, with their hard work and with desire to improve, greatly
contribute to improvement of activities related to their workplace and
beyond. This principle encourages such improvement activities. It is logic
that employee has to be motivated in order to be able to achieve this and
raise quality of their activities. Finally the result of the whole process is
improved overall business and satisfaction of employee’s and the
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customer’s.
Therefore in modern organizations human resource management and
specially motivation is one of the main manager tasks in order to raise
overall organization quality. To be able to do that, it is an unquestionable
fact that modern organizations have to put much attention to business
processes and employee’s motivation.
Motivation is defined as a “process of initiating and directing efforts and
activities for the purpose of achieving personal and organizational goals”
(Bahtijarevic-Siber, 1999, p 558).
The process of managing human resource potential is depicted in Figure 1
and is called “the cycle of human resource potential”. It consists of four
main functions: selection, realization, evaluation, rewards and
development. This process is the same for newcomers and for employee’s
promotion to new positions in organization. Devanna explains how analysis
unit in this cycle used to be individual, but today it is a team, and when
hiring a person they have to think how this person will fit in the team
(Collins & Devanna, 1994).

Figure 1: The cycle of human resource potential

Source: Collins, E.G.C. & Devanna, M.A. (1994). Izazovi menadžmenta u
XXI. Stoljeću. Zagreb. MATE d.o.o. p 185.
Rewards are at the end of a process and organization reward system should
include both tangible and intangible rewards. Tangible rewards are
financial and intangible are in form of verbal and social recognition (Yoon
et al, 2015). This paper studies intangible motivation factors. Those
factors are described by certain authors as employees participation in the
innovation process, self-expression, self-education, achievement of high
results (Mustafin, 2016, p 129), recognition and performance feedback
(Peterson and Luthans, 2006, p 157).
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3. RESEARCH METHODOLOGY
With previous research, the authors have determined the ratio of the size
effect on the company's perception of intangible factors of motivation and
compare the difference in the perception of the importance of various
intangible factors between employees and managers.
This research raises the question of the impact of activities in which
employees-participants do the perception of priority on intangible factors
of motivation. The aim of this research was to determine the differences
in the assessment of the significance of intangible factors and the
following hypotheses are set:
H1
Employees in different sectors differently perceived importance of
each factor of motivation.
H2
There are statistical significant differences in the perception of the
importance of intangible factors of motivation due to the group of related
activities.
The research included 793 participants, of which 48.9% were women and
51.1% were men in the 8 selected key activities in the economy of the
northern region of Croatia.
Activities in the further processing of data are divided into 4 main groups
(table 1):
1. Individual and small-scale production, Farmers and fishermen
2. Process industry
3. Services and logistics, Independent professions (lawyers, dentists,
freelance artists)
4. Public administration, Utilities and public companies, Education.
Considering the area in which the company is inside the groups, out
of the total number of employees the highest percentage is in the
third group, them 33% (services 28%, independent professions 5%),
23% of participants are employed in the second group of activities
and the same percentage is in the fourth group (public
administration services 11%, education 8%, utilities and public
companies 4%). The lowest percentage of 21% is in the first group of
participants (individual small-scale production and 20%, Farmers
and fishermen 1%).
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Table 1: Number of the questioned employees according to the specified
groups of activities
GROUP ACTIVITIES

NUMBER OF RESPONDENTS TOTAL
BY ACTIVITY
%

Individual and small- 158
scale production and
farmers and fishermen
9

21

Process industry

182

23

Services and logistics 218
and
independent
profession
40

33

Public
administration 91
services
29
Utilities
and public companies
66
Education

23

Source: Calculated according to the data from questionnaire
For research purposes the questionnaire is structured in which participants
used scale from 1 to 5 ( 1= completely irrelevant factor, 5 = extremely
relevant factor) evaluated their views on the importance of certain
intangible factors of motivation. Based on the previously identified
intangible factors, 18 factors were offered to the participants. Offered
intangible factors of motivation are: how interesting is your job, full
respect for the job, feeling that I am up to date with developments, job
security, promotion and development of the organization, good working
conditions, professional education (seminars), personal loyalty of
managers, discipline with a lot of tact, empathy in personal problems,
flexible working hours, recognition of success, participation in decision
making, feedback on return information, motivation and self-motivating,
the status in the company, social climate and organizational culture.
For every factor of intangible motivation average grade for participants
within each activity is calculated and then the average grade for group of
activities is compared. During the comparison of the group of activities for
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each factor is calculated the difference between the results of the group
with the highest and lowest grade.
3.1. Analysis of the results with discussion
From a total of 17 factors of intangible motivation, with which the
participants evaluated the importance, diversity perception was found in
all factors but the research results show a statistically significant
difference in the assessment in the four of them: professional education,
empathy in personal problems, recognition of achievement and
participation in decision-making (table 2). The statistical significance of
differences in the results is defined in all cases in which the difference
between the highest and lowest average grade is greater than 1,5.

Intangible
motivation
factors
Interesting
work
Full respect
for the job
done
Being
informed
about
organizational
news
Job security
Promotion
and
development
within the
organisation
Good working
conditions
Professional
education
Personal
loyalty of a
manager
Tactful
discipline
Empathy for
personal
issues
Flexible
working hours
Recognition of
success
Taking part in
decision
making
Feedback
Motivating
and selfmotivating
Status within
the

Individual
and smallscale
production

Process
industry

Services
and
logistics

Public
administration
services

Utilities
and public
companies

Independent
profession

Farmers
and
fishermen

Education

4,491

3,75

4,317

3,958

4,2

4,727

4,75

4,6

4,526

3,796

4,061

3,875

4,143

4,182

4,75

4,545

4,316
4,579

3,832
4,185

3,805
4,122

3,583
4,208

3,571
4,5

4,545
4,182

4
4

4,3
4,5

4,404

3,824

3,902

2,958

3,643

3,909

3,25

4

4,702

3,889

4,354

3,542

4,286

4,818

3,5

4,4

4,246

3,602

3,854

3,333

3,714

4,455

2

4,5

4,158

3,861

3,829

3,208

3,643

3,455

3,5

3,5

4,246

3,769

3,683

3,458

3,643

4,182

3

4,1

4,123

3,787

3,439

3,292

3,571

3,818

2,5

3,9

4,07

3,815

3,366

2,75

3,5

4

4

3,6

4,439

3,88

4,037

3,292

3,786

4

2,5

4,4

4,263
4,509

3,556
3,944

3,549
4,11

3,208
3,542

3,214
4,214

4,091
4,091

2,25
3,75

4,5
4,3

4,421

3,824

4,085

3,417

3,571

4,364

3,75

4,2

4,088

3,657

3,561

3,333

3,214

3,909

3,5

3,7
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organization
Social climate

4,193

3,787

3,939

3,333

3,857

4,636

3,5

4,3

Organizational
culture

4,421

3,972

4,024

3,417

3,786

4,455

4,25

4,2

Table 2: The average rating of the results of research assessment priorities
of intangible factors of motivation towards different activities
Source: Calculated according to the research data
For factor “professional education” the highest average grade of 4,5 was
found in education activities and the lowest of 2,5 at farmers and
fishermen that makes a difference of average grade of 2,5 (figure 2). It is
important to notice that the lowest average grades in all statistically
significant results were observed in the farmers and fishermen activities.
Slightly small difference of 2,25 was found in factor of ”'participation in
decision-making” where also the highest grade of 4,5 and the lowest grade
of 2,25 is in the education (figure 3).
Figure 2: Results of average grades according to the activities in the
assessment factors of „professional education“
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Professional education
5
4,5
4
3,5
3
2,5
2
1,5
1
0,5
0

Professional education

Source: Author work according to the research results
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Figure 3: Results of average grades according to the activities in the
assessment
factors
of
„participation
in
decision-making“

Taking part in decision making
5
4,5
4
3,5
3
2,5
2
1,5
1
0,5
0

Taking part in decision
making

Source: Author work according to the research results
Factor „recognition of success “shows the difference between the highest
and lowest average grade of 1,93 where the highest is 4,43 observed in
the activities of individual and small-scale production (figure 4).The
difference between the highest and lowest grade is 1,623 and it is also
located in individual industries, small-scale production, farmers and
fishermen and in factor „empathy in personal problems“ and is amounted
1,623. The highest average grade for this factor is 4,123 and the lowest is
2,5 (figure 5).
Figure 4: Results of average grades according to the activities in the
assessment
factors
of
„recognition
of
the
success“
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Recognition of success
5
4,5
4
3,5
3
2,5
2
1,5
1
0,5
0

Recognition of success

Source: Author work according to the research results
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Figure 5: Results of average grades according to the activities in the
assessment
factors
of
„empathy
in
personal
problems“

Empathy for personal issues
4,5
4
3,5
3
2,5
2
1,5
1
0,5
0

Empathy for personal
issues

Source: Author work according to the research results
The largest number of highest average grade is in the activities of
individual and small-scale production and independent professions while
most of the lowest average grades were observed among employees in
public administration services (seven lowest results) and with farmers and
fishermen which were evaluated with the lowest grade in six factors of
intangible motivation.
In the second part of the comparison of research results and after grouping
the activities into four groups:
1. the first group included participants who are employed in the
sector: individual and small-scale production, farmers and
fishermen;
2. the second group included participants from the process industry
3. in the third group consolidated are participants employed in
service industries and logistics or in one of the independent
professions and

74

4. the last group consists of employees in public administration
services, utilities and public companies and education.
In the first group as the most significant is estimated the factor“ full
respect for the performed work“ with the highest grade of 4,638 while the
lowest grade is 3,123 and it was observed in the „professional training“.
Employees in the process industry considered that the most significant
factor of intangible motivation is „job security“ and estimated the grade
of importance with 4,185 while their least important factor with an
average grade of 3,556 is for „participation in decision-making“.
Employees in the service sector and in independent professions give the
most significance to the factor „working conditions“ and valued him by
4,586 while the same participants believe that „empathy for personal
problems“ is the least important factor and the result showed average
grade of 3,629.
At last, participants from the public administration sector or in all
activities involved in the third summarized group evaluate as the most
significant factor with a grade of 4,298 „interesting work“, while the least
significant factor of intangible motivation with a score of 3,544 is
„participation in decision-making“.
Table 3
Review of average grades by groups of activities with
calculation of difference between the highest and lowest grade per factor

Intangible
factors

motivation Group Group
1
2

Grou
p3

Grou
p4

Differe
nce

Interesting job

4,621

3,750

4,522

4,298

0,871

Full respect for the job done

4,638

3,796

4,122

4,185

0,842

Being
informed
organizational news

0,343

about

Job security

4,158

3,832

4,175

4,055

4,290

4,185

4,152

4,209

0,138

Promotion
and
development within the
organisation
3,827

3,824

3,906

3,852

Good working conditions

4,101

3,889

4,586

4,192

0,697

Professional education

3,123

3,602

4,155

3,627

1,032

3,829

3,861

3,642

3,777

0,219

Personal

loyalty

of

a

0,082
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manager
Tactful discipline

3,623

3,769

3,933

3,775

0,310

Empathy for personal issues

3,312

3,787

3,629

3,576

0,475

Flexible working hours

4,035

3,815

3,683

3,844

0,352

Recognition of success

3,470

3,880

4,019

3,789

0,549

Taking part
making

in

Feedback
Motivating
motivating

0,560

decision

and

3,257

3,556

3,820

3,544

4,130

3,944

4,101

4,058

0,401

self4,086

Status
within
organization

0,860

3,824

4,225

4,045
0,137

the
3,794

3,657

3,735

3,729

Social climate

3,847

3,787

4,288

3,974

0,501

Organizational culture

4,336

3,972

4,240

4,182

0,364

Source:

Research results

In the table 3 the results of the average grade by groups for each
questioned factor of intangible motivation are compared. In comparison of
each factor the calculation between highest and lowest assessment is
made. In the table the highest grades are marked with red and the lowest
with the green colour. The results show that there is no statistically
significant difference in none of the factors as the determined difference
in all is less than 1,5. The smallest difference of 0,082 was observed in the
factor of “promotion and development in organization” (figure 6) while the
highest difference with a grade 1,032 was observed in “professional
education” (figure 7).
Figure 6

Results of the group factors “'promotion and development”
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Promotion and development within
the organisation
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Figure 7

Results of the group factors “professional education”
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4. CONCLUSION
The research results that are presented in this article point to extremely
important conclusion. First of all it can be concluded that the participants
from different sectors have shown statistically significant differences in
the assessment of the importance of intangible factors of motivation, with
which the first hypothesis: "The employees in different sectors differently
perceived the importance of each factor of intangible motivation” can be
confirmed. But, when the results were observed and compared in four
general categories grouped by similarity of activities statistical significance
is completely lost and hypotheses: "There are significant differences in the
perception of the importance of intangible factors of motivation due to the
group of related activities” is not confirmed. The above states that the
activity in which employees work significantly influences the perception of
the importance of intangible factors of motivation and that these factors
are impossible to be observed generally or separately from the factor of
activities. In other words, if the ranking list according to the importance of
intangible factors want to be established it is necessary to conduct indepth and extensive research within each very specific activities.
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Abstract

Effect of corporate structure on firm earnings has been debated for a long
time in literature. Positive and negative effects were found between
financial leverage and financial performance by using Ordinary Least
Squares in various studies. This paper considers that firm earnings have
asymmetric distribution, thus financial leverage and firm size ought to
affect financial performance negatively or positively in different degrees,
depending on firm earnings' volumes. Since, this study tries to solve the
problem via quantile regression, which may produce more accurate
solutions than Ordinary Least Squares when the distribution of dependent
variable is asymmetrical, to measure the effect of financial leverage and
firm size on financial performance. In this study, two years of data for 183
companies from production sector in Istanbul Stock Exchange were
collected, and 366 observations were held. The results from Least squares
and Quantile regression for the data set will be given and discussed in
detail.
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Abstract

Every company in a current rapid economy needs to use various types of
software solutions. For these purposes are earmarked significant financial
funds from corporate resources. That is why is the optimization of the used
information technology an area with great potential for cost savings of the
company. Primary is a widespread trend an automatic outsourcing of IT
solutions, but not always it can be the most ideal solution. The companies
should emphasize the decision, if it is really necessary to fully rely on the
outsourcing, or try to cover selected IT activities from its own resources. A
subject of deciding is, whether it is preferable and particularly more costeffective to train own staff of IT management solutions, or to rely on more
cost consuming upgrades from external resources. The process of such
decision-making, as well as situations where it is appropriate to incline on
the side of own coverage of IT activities we will present in the following
article.
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INTRODUCTION
At present is for a long time the widespread trend the outsourcing of all
services, not only at national, but due to low language barriers, at global
level. At the global level it is mainly the outsourcing of support services,
which often relate in particular software solutions. In this area, the
companies focus on delivery of software, its maintenance and consulting
and support regarding its component parts, as well as end users support for
its customers. Many multinational companies that offer a wide range of
software solutions have its background for support in the so-called third
world countries with a cheaper labour. Here are often appearing the issue
of the effectiveness of transnational outsourcing of these services.
Outsourcing of these services may not ultimately lead to savings. If we look
at outsourcing at the national level and assume, that the ultimate supplier
of software solutions is a sales company, with no other redistribution of
services to external companies we must consider, whether such
cooperation is really effective in each case. It goes particularly the cases
when it is worth to calculate, whether the automatic outsourcing is the
most effective solution in terms of cost. It is also necessary to examine in
what type or in how big company, is a software outsourcing a necessary
part of its operation.
Since the issue of outsourcing is directly linked to the efficiency of use of
company resources, not only financial but particularly human resources, it
is necessary to include to the resulting costs also the cost for their
motivation.
1) EMPLOYEE MOTIVATION
If one compares the advantages and disadvantages of acquisition the
software by the external company, or manufactured self-directed, we
must also address the question, what motivational options the company
can provide to its employees. The reason is simple. If the company decide
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to invest resources in creating their own IT department, which require
staff training and continuous learning, it is also necessary to retain these
employees in the respective positions. Modern information and
communication technologies bring dramatic changes to the education
system in the world. (Matasovska, 2002; Fabus, 2015)
Of course, each company would have to specify how many employees and
at what levels of education in relevant position it needs. Not each IT
product requires the same measure of difficulty and therefore for its
creation, maintenance or administration it is no need to pay and keep the
most capable employees.
On the one hand, the company with the need to maintain software
specialists must to focus on their proper salaries and benefits offered to
such employees. But on the other side, if it is only necessary the
development and administration of simpler software, is need to thoroughly
consider what educated employees are needed for the task. Unnecessary
reimbursement of specialists which do not have whereabouts to use their
givens, it only waste the resources and equally threaten earlier departure
of employee if he does not feel fully exploited. (Beno, 2009)
At less specialized employees it is necessary an accurately control of the
amount of training, that need for the performance of its work. In this case,
there is a risk that the company will train employees at a higher level than
is strictly necessary. It may fill a variant, the employee will feel
unappreciated for its position and decide to go to the employer that will
use his experience more. (Mikus, 2007)
Intensive penetration of information technology into the economy in the
last two decades is causing ever increasing demand for labour with an
appropriate level of digital literacy. (Velšic, 2016) According to the
demands of the task it is also possible to decide whether it is necessary
perform the recruiting new employees or prefer to train members of the
existing working teams, for appropriate increase of salary. Velšic, 2013)
Recruitment of IT employees is suitable only for long term projects where
the development and maintenance of systems will not only go for partial
work task, but for a task requiring a full day work commitment of
employees.
2) COMPARISON OF BENEFITS OF TRAINING AND OUTSOURCING
What they are actually the advantages of creating software solutions at its
own cost, and when the company still rewarding arrange different types of
at its own cost and outsourced when? The two most critical types of
businesses that are in this article focus are medium sized companies and
national companies in public ownership.
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2.1. Medium sized companies
Medium size company deals with the dilemma acquisition of software
components produced "made" probably the most frequently. On the one
hand they are large enough to create their own IT department, as they do
not require complex IT systems that are able to employ a team of
programmers. On the other hand, already have sufficient staff and cover a
lot of processes in-house. They can provide the basic software solutions, or
administration at its own cost, without the need of complete outsourcing.
The first step before order software solutions from an external supplier the
company will seek to establish their own solutions. Until its full utilization
and increase demands on it already cannot meet its own staff considering
implementing comprehensive information system with an external
administration.
As an example we can mention the statistical analysis software to support
quality management in a company or an analytical tool for checking other
processes with quantitative outputs. The company would not immediately
pass on the purchase of expensive complex software solutions, whose
potential is not fully used up. (Kolesar, 2005) It is possible to consider
creating smaller separate application, developed at its own cost called
Dashboard. This is a relatively simple application solution for the
processing and analyses of mass data, which can include up to several tens
of thousands items and make the necessary calculations with graphical
output. Their main advantage is the ability to manage it by trained
employees or few employees and reduction redundant data flows in the
company. Dissemination of knowledge can be individual, corporate training
or lifelong learning. (Soltes, 2016)
Proper design of this type of applications and their continuous tuning
responsible employees creates a functional structure requirement for
future application. Most midmarket companies can with similar types of
applications, solutions based on Excel VBA or fundamental SQL database to
cover a longer period of most business processes.
If the company's business processes grow into volume of transactions,
where the application of that type will no longer be sufficient and will
require a full automation of the analytical process, it is possible these
partial applications and requirements to them defined transform into the
final system. Thereby it will create a structural system requirements
desired by outsourcing or system that will be managing your own IT
department.
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1.2

Big state companies

Big state-owned entities operating at the national level, such as postal
companies have a large enough budget to build your own IT department. In
terms of organizational structure, these departments, mostly procure and
manage IT systems across the enterprise.
The state-owned enterprises as opposed to other national and
multinational companies often lack initiative procurement software at its
own cost in terms of increased logistics demands the involvement of
external consultants.
State companies therefore often do not develop their own IT department
and focus on outsourcing services. It is especially in these cases much
worse solution as IT systems without central control cannot adequately
communicate together and it is very difficult to incorporate into individual
procurement tenders all the specifications of the enterprise. Procured
software systems, moreover, does not allow direct intervention in their
structure and functionality and therefore any further expansion or
modification must be the subject of a new contract. In terms of time thus
any adjustment and fine-tuning the system becomes a time-consuming and
demanding on the money spent.
For state enterprises managing tens to hundreds branch offices would be
worth consideration follow the model of large corporations and create your
own IT division, whose operating expenses would be possible at the
beginning high. Ultimately return by reducing unnecessary costs arising
from public procurement. The differences between those advantages and
disadvantages in their own development and outsourcing of software
solutions for medium-sized company, we can be summarized in the
following Table. 1.

86

Table 1: Differences between own-developed software and outsourcing in
middle size company (Source: author)
Middle size company
Factor

Own development

Outsourcing

Price

- price higher for lack of
their own human and
technical resources

- easier acquisition at a price
lower than their own costs,
contractor shall provide
personnel and technical
support

Costs for
own staff

- high cost of hourly wages
and allocation of staff to a
separate IT project, or
recruiting new employees

- a minimum of personnel
costs, increase wages for
additional work with new
software

Training
costs

- high cost of detailed staff
training within the creation
and administration of new
IT solutions

- lower costs associated only
with trained staff to work
with acquired software

Demands of
the project

- high design load for the
development of its own
software, need to create a
special team

- project contractor takes
over the load. The need for
formulation of functional
requirements for software

Accrued
costs

- lower maintenance costs
and system administration
for the future

- higher costs of
management and
administration, particularly
for the supply of new
extension system and its
adaptation to new business
activities

Time
demands

- time demand higher or
comparable

- time demand higher or
comparable

In the case of large state-owned company, we can summarize the
differences in the acquisition of new software solutions in Tab. 2.
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Table 2: Differences between self-developed SW and outsourcing in
national public company (Source: author)
State-owned company
Factor

Own development

Outsourcing

Price

- lower purchase price,
sufficient own human
resources, organizational
structure often contains a
description of the IT
department and its
integration in it

- purchase price increased by
duplicate activities that
may also provide their own
employees. The cost
estimate for procurement
for impossibility a clear
initial specification lead to
increased labor costs and
the time required for the
various development stages
of the project

Costs for
own staff

- lower costs for its own
staff, the company has a
human resources and
departments that can
participate in the project.
Recruitment of specialists
and strengthening of the
team is easier

- comparable or higher staff
costs with the supplier, as it
must provide labor in the
same range as client

Training
costs

- increased costs for training - providing only basic
and increasing the
training to work with the
professionalism of its own
new software
staff

Demands of
the project

- high project load, the
need for the commitment
of specialized team. Large
companies have the
following tasks better
trained and organized staff

- lower demands on the
project team, but still need
to set up the project
support team to ensure all
functional characteristics of
integrations into the
ordered SW

Accrued
costs

- lower costs associated
with changes in treatment
and administration of the
system

- increased costs for the
acquisition of any additional
changes in the system or
adding new modules and
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State-owned company
Factor

Own development

Outsourcing
functions

Time
demands

- low time-consuming, new
observations and
modifications can be
incorporated directly into
the system in a short time
delay

- high time requirement for
the procurement of new
system modules, as well as
making changes in it. The
delay is related to the need
for new tender and slow
communication between
the customer and supplier

In comparison, we can clearly notice the difference compared to the
complexity of the procurement medium and large companies. The main
difference is the availability of human resources at the nationally
operating company usually enough. For the company is less complicated
temporary or permanent recruitment of new professional workforce, or the
creation of specialized working groups. (Stofkova, 2013) Into these groups
they can join employees from other departments who will work
temporarily on the relevant IT projects.
Medium-sized companies do not have this option, since employees on
individual positions can be very difficult temporarily substitutions other
employees. (Fabus, 2015) Their technical basis is also not sufficient to deal
with management of large IT projects.
3) DISKUSION
In the paper it is shown that for medium-sized companies in most cases is
still more advantageous way of external outsourcing these services, mainly
to the lack of internal resources necessary for the implementation of their
own projects. (Stofkova K., 2013) A common obstacle is the small
viewpoints on the market and the impossibility of keeping abreast trends in
IT services. For these reasons, it is necessary to cooperate with external
companies operating in this field. For these companies it is important to
consider when to set a suitable time to have embarked on the procurement
complex systems, and when it is better to stick to smaller easier
maintainability of applications. Many midsize companies would have
managed with minimal resources spent to develop custom software
solutions at a basic level and after exceeding the requirements imposed on
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the go for the procurement of more complex systems that require
externally supplied.
On the other hand state-owned companies have all that is needed for their
own development and management of software solutions. Their structure
is sufficiently developed, to be able compile a partially or fully specialized
teams and departments to manage IT projects. Funding and technical base
is also not such a problem as in the smaller companies. As we have noted,
the most valuable article of for these companies represent the time for
small and medium-sized enterprises does not play much of a role. Time
and money consuming procurement for the acquisition of software
solutions or their components means a waste of time and resources of the
company.
Setting up of its own IT department is able to develop and cover a major
amount of software solutions in the company would indeed represented a
high initial costs but also high returns in the following years. (Stricek,
2013) Direct contracting of projects to its own IT department would save
time transmission of information, and also to improve the flexibility and
accuracy of software solutions that quickly could absorb all the
requirements applicable to them.
CONCLUSION
Time is undoubtedly the most valuable article of today's global business. In
particular, the speed at which the company can respond to changes in the
business environment and how quickly they can implement innovation to
keep up with the competition. There is no doubt that one of the major
competitive spheres of the competition is the ability to absorb new
technologies and use them sooner than its competitors. This includes
implementation of software products and the ability of their simple and
flexible administration and renewal.
Therefore, each firm should continuously set clear objectives and
procedures to upgrade software solutions across the enterprise. The
company should be able to accurately identify in which cases need to be
involved in the procurement of external supplier and to what extent and
when it is more profitable carry out software development for own account
in the longer term.
GRAND SUPPORT
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Abstract

Purpose: I investigate and explain, on the basis of buyer’s subjective
opinions, whether the low level of buyer’s trust towards the key supplier
limits the buyer’s investments in the assets dedicated to the relationship
with the key supplier.
Methodology: To achieve the aim, I carried out in-depth, longitudinal
interviews carried out with the representatives of the buyer from the
selected car distribution channel in Poland. These interviews were carried
out regularly in years 2010-2013.
It was decided to conduct qualitative researches due to contextuality as
specific conditions are of crucial importance for a research subject and
their isolation would be the representation of fatal universalism.
Findings: Research results prove that while there are situations in which a
low level of trust towards an external partner persists, organizations tend
to constantly invest in relation-specific assets. The example of
relationships between an authorized dealer and a general car importer
within the car distribution channel leads to the assumption that with the
limited possibility of changing the key supplier, if an authorized dealer
wants to maintain his status on the market, at least a minimal level of
trust is sufficient to invest in relation-specific assets. .
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Originality: This study is embedded within the relational view, whereby
supply chain participants join together in long-term relationships and
combine resources (assets, knowledge and capabilities) to deliver
competitive advantage.
Key Words
interorganisational
relationships

trust,

relation-specific

assets,

supplier-buyer

Topic Groups
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Introduction

Nowadays, traditional perspectives that treat suppliers and buyers as
independent economic agents are being replaced with the approach
emphasizing co-producing of value of these exchange partners.
Organisations can no longer operate as single entities (Cadden et al.,
2013). In such an approach, their performance is interlinked (Vargo and
Lusch, 2004).
The idea of this paper is based on the belief that in certain conditions,
cooperation with external partners may lead to “supernormal profits”
(Selnes and Sallis, 2003), i.e. “relational rent” (Theoharakis et al., 2009;
Welbourne and Pardo-del-Val, 2009), and these might not be obtained if
each organization works separately (Cadden et al., 2013; Dyer and Singh,
1998; Zajac et al., 1993). Only idiosyncratic partners’ contribution to the
relationship enables them to gain this type of profits (Clercq and Sapienza,
2001; Saeed et al., 2011). Both investments in relation-specific assets and
interorganizational trust are determinants of relational competitive
advantage (Squire et al., 2009).
During the long-term supplier–buyer relationships, trust becomes an
important factor (Bensaou and Venkatraman, 1995; Dirks and Ferrin, 2001;
Fang et al., 2008). It helps reduce the risk perceived by a buyer, related to
the opportunistic supplier’s behaviour, and increases the belief that long
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lasting relationships are more important than short-term profits. Thus,
trust substitutes more formal coordination mechanisms or may become the
main form of exchange coordination (Gundlach and Cannon, 2010). The
cooperative efforts of channel members should result in greater trust,
commitment, channel efficiency and the achievement of goals, thus
leading to higher levels of satisfaction. However, situations may exist
where the supplier or customer is forced to cooperate with the other
party, despite a lack of trust and/or commitment (Jonsson and Zineldin,
2003).
The above-mentioned considerations lead to the statement that a high
level of trust results in increasing investment in relation-specific assets. It
gives rise to the question about the investment in relation-specific assets
in the situation of low trust between a supplier and a buyer remaining for a
long time.
The basic research question is the following: does a long lasting low level
of trust between a supplier and a buyer, accompanied by high dependence
of the latter on the membership in this particular distribution channel,
limits the buyers’ investments in relation-specific assets?
I try to answer that question by analysing the case of a selected car
distribution channel. In the car distribution channels, there are
interorganizational relationships, immanently characterized by investing in
high specificity assets (Mangin et al., 2009). In this particular case, the
choice of a partner is limited by the existing legal regulations (Regulation
of the Council of Ministers of 8 October 2010). The supplier–buyer
relationships within the selected car distribution channel in Poland
constitute a noteworthy case study of a positive relationship of
determinants of the relational competitive advantage (Dyer and Singh,
1998). It is particularly interesting due to the limited freedom to choose
the key supplier in a given car concern, especially when a buyer wishes to
maintain its authorized dealer status.
In the paper, I investigate and explain, based on the buyer’s subjective
opinions, what happened to the buyer’s investment in the assets dedicated
to the relationship with the key supplier in the situation of changing level
of trust between a buyer and a supplier.
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Investments in a relationship as the result of trust
The above-mentioned considerations lead to the conclusion that
relationships between external partners are regulated by trust, and by
control mechanisms. When the first part – trust – is missing, there is little
probability of cooperation. It is possible only when partners can be
trusted. Such an approach is rooted in control and trust theory (Das and
Teng, 1998). Various scholars have identified trust between exchange
partners as the key factor that helps minimize uncertainties and reduce
the threat of opportunism (Wuyts and Geyskens, 2005). It remains a
necessity, but not sufficient condition to maintain a relationship (Cannon
et al., 2010).
The investments in relationships are treated as a factor conditioning the
degree of dependency, engagement and trust between partners (Bensaou
and Venkatraman, 1995). Investments in relationships made by buyers
increase their dependency on a given relationship. It usually does not
appear immediately, but results from the subsequent investments related
to adaptations (made with the purpose of increasing profits from the
cooperation) (Möller and Isbruch, 2010). Hence, it is possible that both
supplier and buyer invest, and in such case organizations are interrelated.
The supplier-buyer relationships within distribution channels may be
characterized by a different degree of interdependence. Thus, certain
degree of dependency characterizes the members of a distribution channel
(Hoejmose at al., 2013), and it results from the investments in a
relationship that cannot be regained after the cooperation finishes, or is
not tradable (Gao et al., 2005). Transaction specific investments are
rather customized and create idiosyncratic assets, which can bring benefits
and threats to the focal relationship (Claro at al., 2006).
The buyers’ investment in relation-specific assets may increase the threat
of opportunistic actions taken by partners. In order to prevent such
threats, partners prepare government mechanisms. On the other hand, the
investment made by the suppliers (whole sellers - general importer), or by
the supplier of a supplier (automaker) significantly increases the level of
trust and commitment of intermediaries into cooperation with such a
partner. The assessment of trust during the cooperation may result in
continuing relationships with honest suppliers and avoiding or even
breaking them in the case of their opportunistic behaviour.
It plays an important role when the buyers are free to choose their
suppliers. In some cases, such a choice is limited by the existing legal
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regulations. For example, it takes place in the car distribution channel in
which only one general importer exists. In such a situation, one side
(supplier) has significant bargain power and may impose on a buyer
(authorized dealer) numerous actions aiming at increasing one-sided
adaptation – such actions are not uncommon. In some cases, the power of
a producer, a supplier and authorized dealers is balanced (Frazier and
Suaamers, 1986).
The above-mentioned considerations provoke identification of the past and
current investments in relation-specific assets related to the supplier’s
trust in a given period.

Methodology

Because of the authorized dealer’s fear related to the leak of the sensitive
data and its consequences for the continuation of the relationship with the
key supplier, and his opportunistic behaviour comprised of the sensitive
and potentially harmful data, not all authorized dealers are willing to
share their opinions about their relationships with transaction partners.
Therefore, the research of trust carried out among all authorized dealers
carried out using the quantitative approach is hardly possible.
The respondent here is a managing co-owner of the authorized dealer and
a number of service points functioning in Poland. This person was
intentionally selected for the research purposes back in 2010 due to
possessing all the necessary information. He is responsible for starting,
maintaining, capitalizing on and breaking relationships with external
partners.
The research was composed of two overlapping processes. Firstly, I
gathered information about the dealer’s trust towards his key supplier
(general importer) and his investment in relation-specific assets during
several semi-structured interviews carried out between 2010 and 2013 (at
least two meetings yearly).
I used the concept of trust containing calculated and uncalculated
elements – they are both interrelated (Hoffman et al., 2010). Although the
tool was prepared for quantitative research, I used its core dimensions to
semi-structure interviews in subsequent years. The essence of the latter
lays in the external partners’ honesty and goodwill. I understand
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trustworthiness as the fulfilment of one’s responsibilities (Barney and
Hansen, 1994; Beccera et al., 2008). Goodwill relates to the concern paid
to common goals and interests (Liu et al., 2008). In the research, I
assumed that trust comprises of expectations expressed by the buyer in
regard to the key supplier’s intentions and behaviour (Beccera et al.,
2008). However, trust implies an expectation that one’s partner will
subordinate his selfish interest to the “joint interest” of the relationship
under most, but not all, conceivable circumstances (Arino et al., 2001).
Such expectation results from the partner’s path dependence (Petland et
al., 2012), his general reputation, as well as his embeddedness in the
institutional environment. Reputation is indicated as the initial condition
of the relationship (Arino et al., 2001).
To measure the level of the buyer’s trust towards the key supplier, I used a
concept elaborated by Hoffman et al. (2010) on the basis of the
propositions by Zaheer and Venkatraman (1995), and Zaheer et al. (1998).
Using this four-item tool in the following years enabled me to assess the
authorized dealer’s trust towards the key supplier. Such an assessment
always refers to the past. In order to measure the extent to which human
and physical assets as well as organizational processes are specific for a
certain relation between an authorized dealer and a key supplier, I
adapted the concept created by Hoffman et al. (2010) on the basis of the
propositions by Anderson and Schmittlein (1984), Coles and Hesterly
(1998), as well as Joshi and Stump (1999).
Secondly, I carried out unstructured interviews with the company owner
(authorized dealer), aiming at understanding reasons for the existing level
of trust towards the key supplier and its determinants. The longitudinal
study fits well to the way trust and investment in relation-specific assets
should be investigated (de Clercq and Sapienza, 2001). It helped me
observe the level of trust and investment in relation-specific assets and its
changes in a relatively long period. Thus, it enabled me to gain deeper
understanding of processes and actions through the longitudinal
relationship between the researcher and the studied organization,
resulting in increasing trust and openness. It unveiled numerous
determinants of trust and investment. These two factors are identical in
subsequent years, but their significance and level have changed. The
information gathered during the interviews were firstly transcribed and
analysed in search of reasons explaining changes in the level of trust and
investments into relation-specific assets.
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Investments into specific assets and the authorized dealer’s trust towards
the key supplier: Results of the empirical research

Observable examples of stable cooperation between organizations, which
are not based on mutual adaptations but rather on restricted possibilities
of choosing a potential cooperative company by one of two sides, are
relationships between authorized dealers (buyers) and general importers
(suppliers). Such relationships occur in a car distribution channel. One of
these two sides has significant bargain power and may force the other
participants of the distribution channel to initiate and perform adaptive
actions. That means resource adaptation to the supplier’s requirements
increasing the level of one-sided (buyer’s) dependency.
The producer is the first link of a distribution channel – this company
supplies the Polish market with cars and spare parts through the general
importer. Then, cars are distributed through the network of authorized
resellers.
The cooperation between a key supplier and an authorized dealer is
governed by the dealership agreement. However, dealership agreements
are incomplete, so the parties are not able to ex ante fully protect their
interests. This is largely due to the incompleteness of the information
available to the relationship parties in terms of changes in the
environmental conditions affecting the development of the supplier-buyer
relationship. That leaves room to supplementing the contract
incompleteness in the future, as well as to adaptation and negotiations,
but also to misunderstandings and conflicts. The greater the uncertainty,
the greater the space for filling gaps in contracts.
Any changes in the contracts assuming the equality of the parties each
time require the agreement between them. Both at the conclusion of the
contract, and when there are changes in its content, the consent of both
parties is an obvious requirement. Thus, the unilateral modification of the
interaction conditions made by the supplier constitutes a denial of the
partnership. Whenever the unilateral changes in the contract is possible, it
should be done with respect for the authorized dealer’s rights by way of
the negotiations.
Using the legal (formal) safeguarding mechanisms by the participants of
the distribution channel does not exclude the use of the informal
mechanisms, which is trust. The cooperation between the authorized
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dealer (buyer) and the key supplier exposes the buyer’s uncertainty
associated with the partner’s behaviour. This uncertainty may be limited
by the buyer’s conviction that the key supplier would not use his (buyer’s)
weakness against him (buyer).
The research carried out in 2010–2013 allowed me to assess the level of
the authorized dealer’s trust towards the key supplier.
The respondents’ answers indicate that in the first two years of the study
(2010–2011), the authorized dealer weakly believed in the key supplier’s
goodwill and moral integrity. In the next two years (2012–2013), there
were situations in which the authorized dealer believed in the key
supplier’s goodwill and moral integrity, but there were also cases when he
did not.
Interviews revealed that in 2010–2011, the key supplier rarely took into
account the authorized dealer’s interests in shaping their relationship.
According to the dealership agreement, however, making any changes in
the contract should be done by the partner negotiations, which would
ensure respecting the interests of both parties. In 2012–2013, the key
supplier took into consideration the dealer’s interests in creating
conditions for the cooperation more often than in previous years.
In addition, in 2012–2013, the key supplier had not complied with the
obligations to the authorized dealer more often than in the previous years.
The observed low level of the supplier’s reputation may result from the
inability to sanction his behaviour against their common interest and even
against the interest of the other participants of the distribution channel.
As the supplier’s reputation gives an indication as to his future conduct,
the authorized dealer assumed that the supplier would probably not keep
the promises he made.
In 2010–2011, the authorized dealer feared that the key supplier would use
his advantage and would modify the content of the agreement between
them to the dealer’s detriment. These fears were justified. During this
period, the supplier unilaterally made changes to the provisions in the
dealership agreement in relation to the dealer’s rights and obligations in
order to increase his profits at the dealer’s expense. This problem was all
the more significant that in the initial conditions of the relationship, it was
clearly defined that changes of this kind would take place with the
agreement of the parties and taking into account the interests of both
sides of the relationship.
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Thus, changes that were made by the supplier struck directly the
foundations of the relationship. While in 2012–2013, these fears abated to
some extent, they continued to arouse doubt as to the partnership nature
of the relationship. Unilateral modification of the content of the
agreement and not respecting the interests of another party of the
relationship constitutes the opposite of the partnership. The results
revealed a violation of the balance of interests, which indicates the
asymmetrical relationship between partners (Anderson and Weitz, 1989).
Furthermore, the study revealed that the use of trust as an informal
safeguard mechanism even against the same cooperation partner, but in a
different period of time, may be impossible. It is indicated in the
literature that along with the dangers dictated by the asset specificity,
such as a shortage of hold-up mobility, there are some formal mechanisms
(Ng et al., 2013).
This means the key supplier has not fulfilled all the responsibilities
resulting from the nature of the relationship and contract with the
authorized dealer. This is due to the existing differences in aims, strategic
roles as well as perception of the development of the relation conditions
or the level of the accepted interrelationship. It would be interesting to
understand the authorized dealer’s interests violated by the key supplier.
During the contract negotiations, as well as in the processes of changing its
elements, the mutual agreement comprises of the obvious requirement.
The unilateral modification of the relationship conditions by the key
supplier contradicts what used to be defined as the partnership
relationship.
Moderately positive assessment of the key supplier’s behaviour and
intentions occurred in 2012 and still persists, but it is attributed to the
change of the general importer’s (key supplier’s) behaviour – for the
reason unknown for the respondent, the general importer started to
respect contract details (according to the authorized dealer, it referred to
both written and unwritten agreements). This resulted in the level of trust
in 2012 and 2013 higher than in 2010 and 2011.
As it can be seen, the up-to-date interactions between the buyer (dealer)
and the supplier help discover that to some extent, the supplier uses its
bargain power resulting from the dealers’ dependence and modifies its
context in order to improve profits. In the studied distribution channel, the
general importer (key supplier) has a significant bargain power over
dealers, and that was apparent in opportunistic behaviour of the former in
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2010 and 2011. However, moderately positive assessment of the key
supplier’s reliability and goodwill still remains a basis for limiting
uncertainty regarding future opportunistic behaviour within the supplier–
buyer relationship. Despite a relatively low level of trust between
partners, the cooperation has been continued over recent years.
Different researchers identified various forms of specific assets. These are:
human capital, buildings, machines, processes and products related to a
specific purpose. Their value is characteristic for a specific, concrete
organization that is part of a distribution channel. The specificity of
relation-specific assets is related to the extent to which they enforce a
particular relationship and can be used in an alternative way without
compromising on their usability (Williamson, 1991). The ability to move
assets to the other exchange relationship determines the measure of the
interrelationship between partners (Geyskens et al., 2006; David and Han,
2004).
The know-how tailored to the key supplier is necessary to use the
relationship with the key supplier as a tool for achieving the buyer’s
objectives. Adopting the key supplier’s technical information, organization
principles and management, representing the practical information arising
from the supplier’s experience, studies or tests, relevant to the buyer for
the use, sale or resale of the goods covered by the distribution agreement,
is a prerequisite for the status of authorized dealer. This means that the
substitution of any asset for the other than the one imposed by the key
supplier definitively excludes the buyer from the participation in the
distribution channel. The use of know-how makes, therefore, that the
buyer’s experience collected on that basis is to a large extent dedicated to
the key supplier.
Transmitting the know-how from the key supplier to the buyer is held,
inter alia, by organizing theoretical training combined with practical
exercises. Participants of these courses are: managers, sales managers,
service managers, mechanics of authorized service stations, dealers. The
behaviour of all employees must correspond to the standards of the car
sales and repair quality. Those employees are expected to fully implement
the rules governing this brand. Adapting the buyer’s commercial and
service activity to the key supplier is similar as in the case of authorized
dealers operating in the competitive distribution channels. This is
reflected, for example, in the degree to which the freedom of choosing
providers of repair and diagnostic tools, accessories, as well as the volume
of original and non-original spare parts used by the authorized service, is
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limited. Changing the status of the business activity (authorized dealer vs.
independent vendor) requires the introduction of a slight adjustment of
buildings in which the commercial and service activity is currently
conducted. Hence, the degree of the specificity of this type of assets is
that low. If the key supplier was to be changed, it would involve
reinvesting time and financial resources in adapting business to the
standards of another brand. In this case, changing the key supplier would
be tantamount to leaving that particular distribution channel.
I may say that the analysis of single relationships played the role of the
basis analysis. The above-mentioned considerations indicate that the lack
of the possibility of changing a key supplier (general importer) leads to the
situation in which the authorized dealer, despite a low level of trust, still
invests in relation-specific assets. The development of these assets is
imposed by the creator of the distribution channel. It has been proven in
the newest research studies that the asset specificity was positively
related to formal contracts in a partnership (Lui et al., 2009). The
prediction is that firms craft a more formal contract with their partners to
safeguard their specific assets investments in the partnership. The contact
provides a mechanism for guarding against ex post opportunistic problems.

Conclusions

The case study analysis leads to the conclusion that while there are
situations in which a low level of trust to external partner persists,
organizations tend to constantly invest in relation-specific assets. The
example of relationships between an authorized dealer and a general
importer within the car distribution channel leads to the assumption that
with the limited possibility of changing a key supplier, if an authorized
dealer wants to maintain his status on the market, at least minimal level
of trust is sufficient to invest in relation-specific assets. It should also be
noted that the change of a key supplier equals leaving a certain
distribution channel, which restricts the authorized dealers’ actions
directed towards respecting the contract by the key supplier. It leads me
to the following proposition:
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Proposition: Investments in relation-specific assets diminish the role of
trust as a safeguarding mechanism.

Limitations
The stated characteristic of the object, the course of events happened in a
given context, while they may not appear in the other one. Moreover,
proposition: Investments in relation-specific assets diminish the role of
trust as a safeguarding mechanism requires testing with the use of the
quantitative research. This proposal is the hypothesis for the further
researches.
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Abstract

The aim of this article is to identify main approaches to the understanding
of engagement construct by researchers and practitioners. The review of
the conceptualisation of the concept employee engagement was conducted
with two research methods: the scientific literature studies on human
resource management, vocational behaviour, social psychology and the
analysis of the documents of the companies available on their websites.
The article contains an exemplary engagement conceptualisations used by
the practitioners, which show that this phenomenon can be related to the
strategy of Staff management adjusted to the operational aims and aiming
at starting the attitudes, both affective and behavioural reactions of an
employee, as well as his/her own well-being.
Despite the broad acceptance of Kahn’s conceptualization in the scholarly
community has generated, four distinct frameworks of engagement have
since emerged: the needs-satisfaction, burnout-antithesis, job satisfaction,
and multidimensional frameworks. The article presents the implication of
theory and practice of using different employee construct
conceptualizations and it reveals its multidimensional possibilities of
analysis as the research subject with growing importance with increasing
internationalization of business activity. Kahn (1990) argues that the
positive employee engagement increases the level of individual and
organizational outcomes. The existence of individual and organizational
engagement, on one side shows the differences between the constructs, on
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the other hand, it suggests the relationship between different levels of
engagement.
Employee engagement, attitudes, behaviours, job satisfaction

Introduction
The research on engagement in last 20 years have suggested that employee
engagement (EE) has become the domineering problem in all the types of
organizations (Bailey, 2016). One of the reasons for this level of the
interest in engagement was collecting the evidences available for
practitioners, which suggests that it was connected with many beneficial
effects connected with job like job satisfaction (Shuck, et al., 2011),
productivity (Rich, et al., 2010), profitability (Harter, et al., 2013), the
customers satisfaction (Halbesleben, 2010) also with reduced levels of
absenteeism and turnover (Saks & Gruman, 2014).
Each research project is organized to achieve certain scientific aims
or/and practical aims. Their results should be treated as the reference
point to have further scientific discussions and to generate new practical
knowledge. This wide spectrum of the usefulness of the empirical research
evokes the need to contrast the conclusions of the researchers done so far
with the results achieved by other researchers as well as the willingness to
compare the results of the individual researches undertaken in different
periods of time or in other class sizes, or in different age of the enterprises
or branch lines.
However, it is difficult to draw conclusions from the researches and to
formulate the recommendations for the practitioners while the
relationships between employee engagement and certain workplace
outcomes depend, in fact, on how the construct of employee engagement
is actually measured. (Saks & Gruman 2014). Thus, some of the researchers
suggest that if engagement’s relationship to key predictors differs
depending on the measurement instrument, then it is reasonable to
assume that these different instruments will have different predictive
properties as well.
Since the constructs are used by the researchers as the expression of
transformation of their concept and at the same time they are the base for
operationalization, it becomes obvious that the mentioned diversities of
employee engagement conceptualization can be found in various scientific
literature publications.
The reason for these diversities is the fact that only some of the
researchers accept one of the existing definitions of EE as the right one – in
their opinion – and against the research aim, while the others create their
own definitions and measurement instruments on the basis of existing
conceptualization.
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Defining the constructs is a very important and also very difficult stage in
the research project. In numerous discussions among the researchers there
are disputes on the definition of employee engagement which are often
the result of different perception of a given phenomenon or a process.
The continuing need among the researchers to learn about the reality and
also the demand from the business practice lead to the fact that there are
actual needs to create the compilation of notions with explanatory
definitions of employee engagement.
Therefore, in the reference to previously signalled issue of various
conceptualization of the notion of employee engagement, it is justified, as
well as intriguing, to recognize the certain meanings which were given by
practitioners and researchers to the notion of employee engagement for
research purposes.
Thus, the aim of this article is the identification of main approaches to the
understanding of the engagement construct by the researchers and
practitioners.
1. The meaning and definition of “engagement”
Within the practitioner community, engagement is commonly referred to
as employee engagement and its precise meaning has been the subject of
numerous disputes. Employee engagement emerged in the management
literature from Kahn’s (1990) inspiring study on personal engagement and
disengagement, but a review of the literature indicates that engagement is
now conceptualized by at least four major frameworks:
(a) Kahn’s (1990) need-satisfying approach, (b) Maslach et al.’s (2001)
burnout-antithesis approach, (c) Harter et al.’s (2002) satisfactionengagement approach, and (d) Saks’s (2006) multidimensional approach.
These frameworks share some commonalities, most notably that
engagement is a motivational state that depends on an employee’s
perception of certain valued resources (Saks & Gruman, 2014). However, a
brief review of each framework reveals important differences among
them. Therefore, the next step will be the exploration of the
conceptualization of the engagement construct for each of the previously
highlighted approaches.
Kahn’s (1990) Need-Satisfying Approach
Kahn’s (1990) grounded theory study conceptualized personal engagement
as the simultaneous employment and expression of a person’s ‘preferred
self’ in task behaviours that promote connections to work and to others,
personal presence (physical, cognitive, and emotional), and active full role
performances. More specifically, Kahn (1990) posited that individuals are
motivated to engage (or disengage) in response to how they see
themselves in specific roles and with respect to three psychological
conditions: meaningfulness, safety, and availability.
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The same opinion is held among the practitioners who assume that
motivation keeps (employees) focused on goal attainment. It also spurs
teamwork where necessary. Having the right tools and support shows
management support and relevance. Motivation comes from the belief that
what's being done (by the employee) has positive impact on the ultimate
goal (or that their input does so) (LaRose, 2017). Therefore, they think
that employee engagement means employees are in tune with the
company's goals and vision and contributing enthusiastically to the overall
push to reach these goals and realize the vision (Gonot, 2017)
Rich et al. (2010) drew on Kahn’s theory to “describe how engagement
represents the simultaneous investment of cognitive, affective, and
physical energies into role performance” (p. 617). This work refined earlier
operationalisations and found that engagement mediated the relationship
between certain antecedents such as perceived organizational support and
the employee behaviours of task performance and organizational
citizenship behaviour (Rich et al., 2010).
Conceptualizing as a positive psychological state of motivation with
behavioural manifestations (i.e., discretionary efforts, organizational
citizenship behaviours, etc.), research (Harter, Schmidt, & Hayes, 2002;
Saks, 2006) has shown that the concept of employee engagement shares an
important relationship with organizational and performance outcome
variables such as discretionary effort and intention to turnover (Shuck,
2010) as well as overall performance (Rich, et al., 2010). This approach to
the employee engagement is close to the definition prepared by Shuck &
Wollard (2010, s. 103). They claim that EE is an individual employee’s
cognitive, emotional, and behavioural state directed toward desired
organizational outcomes. Finally, engaged employees are “present” in the
moment, understand the mission, and take personal responsibility for
serving customers (Lynn O'Connell, 2017).
Maslach et al.’s (2001) Burnout-Antithesis Approach
However among the researchers are the ones like Anthony-McMann, et al.
(2016); Maslach, Schaufeli, & Leiter, (2001) who treat engagement as the
antithesis (or antipode) of burnout. Their frameworks suggest that, since
burnout is the same thing as disengagement, an engaged individual must
not be burned out. They suggested one of the most popular of these
operationalizes a definition of engagement. However, even the scholars
who position engagement as a distinct construct from burnout, still
measure engagement with instruments e.g. the Utrecht Work Engagement
Scale (UWES) in which many questions are almost the exact opposite of
questions in the popular burnout measure, the Maslach Burnout Inventory
(MBI). In fact, a meta-analytic review of empirical findings from the UWES
and MBI concluded that the UWES may measure the antipode of burnout,
but not necessarily the construct of engagement (Anthony-McMann, et al.
(2016); Cole, Walter, Bedeian, & O’Boyle, 2012). Viewed from this
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perspective, it is not surprising that the concept of burnout (which
represents a negative psychological state) is being supplemented and
enlarged by its positive antithesis of job engagement.
According to this analysis, engagement is distinct from established
constructs in organizational psychology, such as organizational
commitment, job satisfaction, or job involvement. Organizational
commitment refers to an employee’s allegiance to the organization that
provides employment. The focus is on the organization, whereas
engagement focuses on the work itself. Job satisfaction is the extent to
which work is a source of need fulfilment and contentment, or a means of
freeing employees from hassles or dissatisfiers; it does not encompass the
person’s relationship with the work itself. Job involvement is similar to the
involvement aspect of engagement with work, but does not include the
energy and effectiveness dimensions. Thus, engagement provides a more
complex and thorough perspective on an individual’s relationship with
work (Maslach, 2001).
Despite the studies in support of the burnout-antithesis framework, Kahn
(2010) fundamentally rejected the premise that engagement and burnout
are on the same continuum or opposites of each other, and he disagreed
with the premise that one cannot be simultaneously burned out and
engaged (Kahn, 2010). He thought, that engagement is not always about
the energy an employee outwardly exhibits, but often about the energy an
employee dedicates, visibly or not, to the task(s) at hand (Kahn, 2010).
Kahn (2010) has maintained his commitment to his needs-satisfaction
framework, rejecting those frameworks that place engagement in the
shadow of burn-out or job satisfaction.
Kahn’s needs-satisfaction framework implies a depth of consideration (i.e.,
the simultaneous investment of energies and the investment of one’s
whole self) that seems inadequately served by positioning it in relation to
burnout or by measuring it through the lens of job satisfaction.
Harter et al.’s (2002) Satisfaction-Engagement Approach
The review of the conceptualizations also reveals that the measure of the
engagement can be the measurements of the level of employee job
satisfaction. Harter, Schmidt & Hayes (2002) are the representatives of this
approach. It is confirmed by their definition of engagement (chart 1). They
think that EE is an individual’s involvement and satisfaction with as well as
enthusiasm for work. Similar views are shared by following researchers:
Anthony-McMann, et al. (2016). They developed the measure of the
engagements operationalized in a job-satisfaction–frame which positions
engagement as a positive attitude toward an organization and its values.
The practitioners claim that EE is rather a two-way road. Employee
engagement is a property of the relationship between an organization and
its employees. An “engaged employee” is one who is fully absorbed by and
enthusiastic about their work and so takes positive action to further the
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organization’s reputation and interests (https://inside.6q.io/thedefinition-of-employee-engagement). Following this logic employee
engagement lies at intersection of maximum contribution for the business
and maximum satisfaction for employees. It’s a sustainable level of high
performance that benefits both the company and the employee
(https://www.hrbartender.com/2013/employee-engagement/thedefinition-of-employee-engagement). Some of the practitioners in their
researches went even further in recognising and explaining what employee
engagement is and what it is not. Employee engagement does not mean
employee happiness. Someone might be happy at work, but that doesn't
necessarily mean they are working hard, productively on behalf of the
organization. While the company game rooms, free massages and Friday
keg parties are fun - and may be beneficial for other reasons - making
employees happy is different from making them engaged (Kruse, 2012). At
the same time. employee engagement doesn't mean employee satisfaction.
Many companies have "employee satisfaction" surveys and executives talk
about "employee satisfaction", but the bar is set too low. A satisfied
employee might show up for her daily 9-to-5 without complaint. But that
same "satisfied" employee might not go the extra effort on her own, and
she'll probably take the headhunter's call luring her away with a 10% bump
in pay. It means that satisfied isn't enough (Kruse, 2012)
Saks’s (2006) Multidimensional Approach
The fourth and final approach to employee engagement emerged from a
multidimensional perspective of employee engagement. Saks (2006)
hypothesized that employee engagement developed through a social
exchange model and was the first academic researcher to suggest separate
states of engagement: job engagement and organizational engagement. In
his conceptualization, Saks (2006, p. 602) defined the emerging
multidimensional concept of employee engagement as “a distinct and
unique construct consisting of cognitive, emotional, and behavioural
components, associated with individual role performance”. This definition
was inclusive of previous literature suggesting that employee engagement
was developed from cognitive (Kahn, 1990; Maslach et al., 2001),
emotional (Harter et al., 2002; Kahn, 1990), and behavioural elements
(Harter et al., 2002; Kahn, 1990; Maslach et al., 2001) and extended
current thinking on the topic by developing a three-component model.
Drawing upon the work of many prior scholars, Saks (2006) developed a
multidimensional definition and model of employee engagement that
included cognitive, emotional, and behavioural components, and he
successfully tested this model against a number of antecedent and
outcome variables. This model specifically distinguished between job
engagement and organizational engagement suggesting that the former
was linked to an employee’s work-related role, and the latter was more
closely tied to an employee’s role within an organizational system. Saks
claimed that organizational engagement is extent to which an individual is
psychologically present in a particular organizational role. Saks’s (2006)
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multidimensional approach remains widely cited in the literature and is
often used as a framework for emerging employee engagement models.
The practitioners follow these conclusions. Employee engagement isn't just
for HR. Every worker in a company has a responsibility, for example, for
building the culture at an organization (King, 2017). Furthermore, work by
Macey and Schneider (2008) extended Saks’s (2006) model suggesting that
each proceeding state of engagement (cognitive-emotional-behavioural)
build on the next, a first in the academic literature, eventually leading to
complete engagement (Kahn, 1990). Macey and Schneider suggested that
job characteristics, leadership, and personality were related to the
development of engagement. Their conceptual work however has been met
with some commentary resistance as well as support focused mainly on the
behavioural manifestation of engagement and the reconceptualization of
engagement. The first to conceptualize trait, state, and behavioural
engagement as separate but related constructs. Presented various
organizational concepts that might feed the development of employee
engagement within organizations.
Azoury et al. (2013), can be regarded as the representatives of
multidimensional approach who claim that the commitment is a
multidimensional construct with variable antecedents, correlations and
consequences. They distinguish between affective commitment that
reflects an emotional attachment to the organization, continuance
commitment which is equivalent to the perceived costs associated with
leaving the organization, and normative commitment that corresponds to
the perceived obligation to remain in the organization.
Finally, Shuck and Wollard (2010) conducted integrated literature review
of employee engagement concept. Proposed emergent definition of
employee engagement for field of human resource development. Defined
engagement as an individual employee’s cognitive, emotional, and
behavioural state directed toward desired organizational outcomes.
Despite the various engagement frameworks that exist, many scholars
(Saks & Gruman, 2014) are calling for a return to Kahn’s conceptualization
because it represents not just a broad motivational construct but also one
with specific psychological conditions that are both prerequisites and
antecedents. The chart 1 presents four distinct frameworks of
engagement: the needs-satisfaction, burnout-antithesis, job satisfaction,
and multidimensional framework and related definitions.
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Chart 1. The review of the definition of the employee construct
according to four distinct frameworks

Authors

Definition

Needs-Satisfaction Framework According to Kahn (1990)
Kahn (1990)

Engaged people always execute their duties
physically, cognitively and emotionally.
Rich et al. (2010).
Engagement
represents
the
simultaneous
investment of cognitive, affective, and physical
energies into role performance.
Shuck
&
Wollard EE jest an individual employee’s cognitive,
(2010)
emotional, and behavioral state directed toward
desired organizational outcomes.
Lynn
Engaged employees are "present" in the moment,
O'Connell @omdirect
understand the mission, and take personal
(Accessed 14 March responsibility for serving customers.
2017)
Emmanuel
Gonot @EmmanuelGo
not
(Accessed 14 March
2017)

Employee engagement means employees are in
tune with the company's goals and vision and
contributing enthusiastically to the overall push
to reach these goals and realize the vision.

Yvonne
LaRose @Vivavoce
(Accessed 14 March
2017)

Motivation keeps [employees] focused on goal
attainment. It also spurs teamwork where
necessary. Having the right tools and support
shows management support and relevance.
Motivation comes from the belief that what's
being done [by the employee] has positive impact
on the ultimate goal (or that their input does so).
Burnout-Antithesis Framework

(Schaufeli, Bakker, & Engagement characterizes the positive, fulfilling
Salanova, 2006, p. work-related state of mind that is characterized
702).
by vigor, dedication and absorption.
Hewitt (2010).
Engagement is the state of emotional and
intellectual
involvement
that
motivates
employees to do their best work.
Job Satisfaction Framework
https://inside.6q.io/
the-definition-ofemployee-

Employee engagement is a property of the
relationship between an organization and its
employees. An “engaged employee” is one who is
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engagement/
fully absorbed by and enthusiastic about their
(Accessed 14 March work and so takes positive action to further the
organization’s reputation and interests.
2017)
https://inside.6q.io/
the-definition-ofemployeeengagement/
(Accessed 14 March
2017)

Employee engagement is actually the level of
enthusiasm and dedication an employee feels
toward his or her job. To these engaged
employees, it is far more than a pay cheque – it is
the eagerness towards their task that makes them
passionate in their work, and this passion is often
reflected in their individual outcomes.
Harter, Schmidt, & EE jest an individual’s involvement and
Hayes (2002)
satisfaction with as well as enthusiasm for work.
Robinson, Perryman, Engagement to a positive attitude toward an
and Hayday (2004)
organization and its values.

Lana
Bandoim @Lana_Band
oim
(Accessed 14 March
2017)

Employee engagement means being actively
involved in the work and caring about the results.
It's more than simply showing up to collect a
paycheck.

https://www.hrbarte Employee engagement lies at intersection of
nder.com/2013/empl maximum contribution for the business and
oyeemaximum satisfaction for employees. It’s a
engagement/thesustainable level of high performance that
definition-ofbenefits both the company and the employee.
employeeengagement/
(Accessed 14 March
2017)
Multidimensional Frameworks
Saks (2006)
Meyer & Allen (1997)

Saks & Gruman (2014)

Organizational engagemen is extent to which an
individual is psychologically present in a
particular organizational role.
Affective commitment reflects an emotional
attachment to the organization. Continuance
commitment which is equivalent to the perceived
costs associated with leaving the organization.
Normative commitment corresponds to the
perceived obligation to remain in the
organization.
Engagement is a motivational state that depends
on an employee’s perception of certain valued
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resources.
Shuck
(2010)

&

Wollard EE is an individual employee’s cognitive,
emotional, and behavioral state directed toward
desired organizational outcomes.
Lee
Vincent Engagement comes from a sense of community
@LeeVincent2
(common purpose, aligned vision, etc.). Effective
communities are based on trust. Social can help
you build and maintain trust, but it needs to be
purposeful.
Source: Kahn (1990), Rich, et al. (2010), Shuck and Wollard (2010); Lynn
O'Connell@omdirect,
Emmanuel Gonot@EmmanuelGonot; Yvonne LaRose @Vivavoce; Schaufeli,
et al. (2006),
Azoury, et. al (2013); https://inside.6q.io/the-definition-of-employeeengagement;
https://inside.6q.io/the-definition-of-employee-engagemen;, Harter, et
al. (2002),
Lana Bandoim @Lana_Bandoim;
https://www.hrbartender.com/2013/employee-engagement/thedefinition-of-employee-engagement; Saks and Gruman (2014); Lee
Vincent @LeeVincent2, Anthony–McMann and Shuck (2011).
In summary, these four approaches form the scaffolding for current
academic frameworks of employee engagement: (a) Kahn’s (1990) needsatisfying approach, (b) Maslach et al.’s (2001) burnout-antithesis
approach, (c) Harter et al.’s (2002) satisfaction-engagement approach, and
(d) Saks’s (2006) multidimensional approach. At the time of writing this
article, no single approach dominated the field in methodology or
definition. Furthermore, although each approach proposes a different
perspective, the varying approaches remain clear and unanimous in
conclusion: the development of employee engagement inside organizations
has the potential to significantly impact important organizational
outcomes (Harter et al., 2002; Macey & Schneider, 2008; Maslach et al.,
2001; Saks, 2006).
In the scientific literature, you can also find other approaches to
understanding the employee engagement construct. For example,
academics within the human resource management field have begun
examining engagement as a workforce management strategy. Jenkins and
Delbridge (2013) argue that there are two forms of engagement; “Soft”
engagement where the focus is on promoting positive workplace conditions
and relationships between managers and employees and “hard”
engagement, characterized by a focus on increasing employee productivity
through engagement activities. According to that Bailey (2016) thinks
broadly, definitions within the practitioner community can be clustered
under two main headings: engagement as a “mutual gains” workforce
management strategy and engagement as attitude/behaviours.)
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Employee as “mutual gains” workforce management strategy
Several definitions refer to engagement as a strategy for managing the
workforce aligned with organizational objectives and aimed at giving rise
to attitudinal, affective or behavioural responses on the part of the
employee such as commitment, energy or performance, as well as personal
wellbeing. According to this approach employee engagement is the art and
science of engaging people in authentic and recognized connections to
strategy, roles, performance, organization, community, relationship,
customers, development, energy, and well-being as we leverage, sustain
and
transform
our
work
connections
into
results.”
(http://www.davidzinger.com/zinger-model/). Moreover, the practitioners
claim that employee engagement is crucial for the betterment and growth
of the company; to the point, it is the investment of the company's most
important asset that must be cultivated, groomed, and advanced (Tegjeu,
2017). That’s why it is really appreciated to create an environment where
employee-initiated and -driven efforts are welcome (Barnes, 2017) because
it, begins when the company's vision statement is big enough to cover the
employee's vision (Benko, 2017). That’s why the practitioners claim that
employee engagement needs to be a strategic business initiative (Brito,
2017).
To sum up, the employee engagement as a workplace approach designed
to ensure that employees are committed to their organisation's goals and
values, motivated to contribute to organisational success, and are able at
the same time to enhance their own sense of well-being.”
(http://www.engageforsuccess.org/about/what-is-employeeengagement/.
Employee engagement as attitude/behaviours
Engagement is sometimes referred to in terms of the attitudes or
behaviours that are expected of an engaged employee. Perhaps the most
widely known definitions in the practitioner community are those used by
Gallup who define engagement as “an individual's involvement and
satisfaction with as well as enthusiasm for work” (Harter et al., 2002:
417). The Gallup “Q12” survey is measure of engagement and comprises 12
questions that focus on involvement in, satisfaction with and enthusiasm
for work (Harter et al., 2002), including such items as “does my supervisor,
or someone at work, seem to care about me as a person? On the other
hand, Bersin (2015) treats engagement as an employee's job satisfaction,
loyalty and inclination to expend discretionary effort toward organizational
goals.
Smith and Berg (1987) follow this approach. They claim that engagement is
mainly expressed in such employee behaviours as effort at work. It is
described as the ability to bring all of who we are into our roles (Shuck,
2011). In this approach, the definitions of engagement underline such
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aspects like: willingness to advocate on behalf of the organization, intent
to remain with the organization, willingness to exert discretionary effort.
Chart 2 presents the review of the definition according to the approach to
engagement as: “mutual gains” workforce management strategy and
attitude/behaviours.
Chart 2: The examples of the definition according to the frameworks of
engagement referring this construct to the company’s strategy and the
attitudes of the employees.
Authors
Definition
Employee engagement as “mutual gains” workforce management strategy
rictownsend @rictownsend
Employee engagement = being involved in the
(Accessed 14 March 2017)
planning & goal-setting process so they take
ownership and are rewarded in line with the
outcomes.
Geoff tegjeu @tag64geoff
Employee engagement is crucial for the
(Accessed 14 March 2017)
betterment and growth of the company; to the
point, it is the investment of the company's
most important asset that must be cultivated,
groomed, and advanced.
http://www.davidzinger.com/z Employee engagement is the art and science of
inger-model/
engaging people in authentic and recognized
connections to strategy, roles, performance,
(Accessed 14 March 2017)
organization, community, relationship,
customers, development, energy, and wellbeing as we leverage, sustain, and transform
our work connections into results.
Michael Brito @britopian
Employee engagement needs to be a strategic
(Accessed 14 March 2017)
business initiative.
David Blankenship @Davorado
Employees actively participating with clients,
(Accessed 14 March 2017)
suppliers, and colleagues in the business and
mission of the company-not just there for the
job and paycheck.
Sandor Benko @SandorBenko
Employee engagement begins when the
(Accessed 14 March 2017)
company's vision statement is big enough to
cover the employee's vision.
http://www.businessdictionary.
com/definition/employeeengagement.html
(Accessed 14 March 2017)
http://engageforsuccess.org/w
hat-is-employee-engagement
(Accessed 14 March 2017)

The employee engagement was critical to
ensuring a successful project on all fronts as
this was a huge business project for us.
Employee engagement is a workplace approach
designed to ensure that employees are
committed to their organisation's goals and
values,
motivated
to
contribute
to
organisational success, and are able at the
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same time to enhance their own sense of wellbeing.
Employee engagement as attitude/behaviors
Smith and Berg (1987)
Engagement is mainly expressed in such
employee behaviours as effort at work. It is
described as the ability to bring all of who we
are into our roles.
Harter et al. (2002)
Engagement is an individual's involvement and
satisfaction with as well as enthusiasm for
work.
Robinson,
Perryman,
and Engagement is a two way relationship between
Hayday (2004)
the employer and the employee.
Brandon Morris @qb_baron
Employee engagement is employees who
positively engage not only the customer, but
everything about the business where they are
employed. Let me also add that you generally
do NOT get employee engagement without
employer
engagement
with
the
employee…take a personal interest in them;
you get a better worker plus one who is
ENGAGED!
https://www.forbes.com/sites/ Employee engagement is the emotional
kevinkruse/2012/06/22/employ commitment the employee has to the
ee-engagement-what-andorganization and its goals. This emotional
why/#57261c517f37 (Accessed
commitment means engaged employees
14 March 2017)
actually care about their work and their
company. They don't work just for a paycheck,
or just for the next promotion, but work on
behalf of the organization's goals.
http://www.bersin.com/Lexico Employee engagement refers to an employee’s
n/Details.aspx?id=14388
job satisfaction, loyalty and inclination to
(Accessed 14 March 2017)
expend
discretionary
effort
toward
organizational goals.
Bersin (2015)
Engagement
jest
an
employee's
job
satisfaction, loyalty and inclination to expend
discretionary effort toward organizational
goals.
http://www.hrzone.com/hrEmployee engagement is the emotional
glossary/what-is-employeeattachment employees feel towards their
engagement
place of work, job role, position within the
(Accessed 14 March 2017)
company, colleagues and culture and the
affect this attachment has on wellbeing and
productivity.
Barry Gumm @GummBarry
ME at work usually called Team work, but
(Accessed 14 March 2017)
when I [hear] that from a boss I know that
TEAM spelled backwards means "MEAT work.
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Source: Barry Gumm @GummBarry; rictownsend @rictownsend (Accessed
14 March 2017); Geoff tegjeu @tag64geoff (Accessed 14 March 2017);
http://www.davidzinger.com/zinger-model/ (Accessed 14 March 2017);
Michael Brito @britopian (Accessed 14 March 2017)
David Blankenship @Davorado (Accessed 14 March 2017); Sandor
Benko @SandorBenko (Accessed 14 March 2017);
http://www.businessdictionary.com/definition/employeeengagement.html (Accessed 14 March 2017);
http://engageforsuccess.org/what-is-employee-engagement (Accessed 14
March 2017); Harter et al. (2002); Brandon Morris @qb_baron;
https://www.forbes.com/sites/kevinkruse/2012/06/22/employeeengagement-what-and-why/#57261c517f37 (Accessed 14 March 2017);
Anthony-McMann, et al. (2016);
http://www.bersin.com/Lexicon/Details.aspx?id=14388 (Accessed 14
March 2017)
Bersin (2015); http://www.hrzone.com/hr-glossary/what-is-employeeengagement
(Accessed 14 March 2017)
Apart from that presented conceptualizations project on different methods
of operationalizing engagement. There at least ten measure tools can be
found in the scientific literature (Shuck, 2011). In some cases, different
measurement scales reflect subtle differences in the conceptualizations of
engagement, and in other cases, significant differences in their underlying
homological frameworks, all of which propose that different measurements
of engagement may actually measure different aspects of engagement.
Indeed, although engagement finds its beginning in the positive psychology
of Kahn (1990), it has in effect a series of parallel lives) (Anthony-McMann,
2016).
Findings
With the reference to the mentioned issues, the definitions of employee
engagement express the understanding of this construct by the
researchers, while the review of its existing conceptualizations allows to
learn about other researchers’ ideas on this phenomenon and it is the basis
to the assumption that the set of the definitions presented in the charts 1
and 2 should be perceived as an open set. Moreover, the meaning of the
engagement is more and more undefinable and it makes it difficult to use
its utility both in theory and as an actionable phenomenon. This confusing
understanding of the construct let to the fact that operationalization is
even more difficult. The great number of conceptualizations in scientific
literature resulted in varying explanations of some differences in the
research which were created in the process of choosing a specific measure
tool of employee engagement in given researches.
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Therefore, the results of the measurement of the engagement are not
consistent with a holistic perspective of Kahn’s (1990). Nevertheless,
engagement is not a generalized concept that includes all the definitions
and operationalisations and its usefulness as an organizational phenomenon
depends on the understanding and the precisions of its measurement. This
means that the utility of the instruments used to measure employee
engagement is only as good as researchers understanding of what is
actually being measured. However, despite inconsistencies in the
conceptualization of this construct revealed previously, the researchers
agreed that an engaged employee does his work with a team he / she
belongs to in order to improve the effectiveness and he/she fulfils the aims
of the organization.
Conclusions and Implications
Employee engagement is a contested and evolving construct in the
academic domain, and a wide range of definitions and measures have been
proposed. It reveals the fact, that the researchers don’t place their
discussions on engagement in one but in numerous theoretical frameworks.
Moreover, numerous controversies on its understanding result in the
disputes on uniqueness of engagement in the relationship to other, more
clear phenomena related to work like job satisfaction and organizational
commitment.
Implications for theory
This article helps to explain some of the differences in understanding of
employee engagement and it shows the effects of this phenomena to the
operationalization in the scientific research. Numerous revealed
conceptualizations show the lack of coherence in the understanding of
employee engagement which means that the researchers are still not sure
what exactly it is and how to measure and estimate it. That is why a
significant meaning of the aim of this article into theory is that it points to
the fact that in the literature there may be different explanations of some
differences in the manner the employees are engaged. In different
publications, you can find some differences of the results of the empirical
research and their conclusions, which may be caused mainly because of
the method of the measurement of employee engagement. Thus, the
implementation of the recommendations from the researchers to the
practitioners on the creating the set of the factors, which may influence
engagement, every time should be preceded by recognitions of the
conceptualization and the tools used the engagement measurement.
Implications for practice
Working on this article also revealed that the construct conceptualization
is not a problem of the researchers only, but also practitioners. The
selection of employee engagement measurement instruments should also
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be evaluated in the context of what the organization is considering in
terms of workplace interventions.
Limitations and suggestions for future researches
The review of the construct conceptualisations was done on the basis of
selected scientific literature in the field of human resource management,
vocational behaviour, social psychology as well as the analysis of the
companies’ documents which are available on their websites, which
greatly limits the possibilities of scientific considerations. However, this
limitation does not prevent from setting the directions for future
researches on the basis of the findings mentioned before, it can be
assumed that it is advisable to continue the comparative researches with
already existing instruments of the construct measurement and in different
contexts: in other industries, other jobs, different countries, and/or under
different circumstances. The review of the conceptualization doesn’t close
the considerations on the accuracy and uniqueness of the engagement
construct in the relationship to other, already known constructions
connected to work, like job satisfaction, job involvement, and
organizational commitment. Moreover, with expansion and intertwining of
the business active markets, the usefulness of the engagement construct as
the measurable effect of individual, and at the same time organizational
business results, will still grow.
Moreover, basing on the Kahn’s engagement conceptualization it is worth
to recognize the consequences of engagement in the relation to the
business results. In this perspective, it is correct to identify the relation
between the results and the engagement on the different than
organizational levels, i.e. on the individual and team level.
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Abstract

Marketing a city is not something new. Cities have always been trying to
create certain attractions in order to flow together different kinds of
capitals like financial, human resource, investment, economics, free time,
educational, energetic, cultural, social and other capitals. All these efforts
mostly focus to one or two of mentioned forms. With expansion of cities,
they outgrow their historically known scales. Increasing complexity
demanded deeper consideration about the city position in competitive
environment. This is why cities, at first began to use marketing tools.
Lately, they began to implement praxis of brands and branding while
positioning their cities by developing their own perceptual dimensions in
the eyes of stakeholders. Perception became one of the essential tools.
The more a certain city managed to create a perceptual uniqueness and
differentiation the better was its market position. One of three most
important component of city perception, besides perceived attributes and
personality characteristics, are values. Values are the subject of this paper
and discussed from theoretical and empirical point of view. Empirical
results manifest via qualitative research of five Slovene cities: Ljubljana,
Maribor, Celje, Koper and Nova Gorica. Research results manifested
immense differences among explored cities and their brands. It became
clear that more focused cities and more active in communications gain a
higher degree of perception and a more clear market position.
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Cities have always been a kind of brands although they were not aware of
that. (M. Kavaratzis, 2009). Theoretically, we can discuss city brands from
various angles. They can be: a) product brand, b) destination brand, c)
social brand or d) interest brand (A. Pompe, 2015, p. 45). However, city
brand is a clearly recognizable market phenomenon every city needs if it
intends to compete with competing cities (A. Kalandides, 2011). It is an
indispensable builder of stakeholder's perceptions. Competition among
cities developed to a state that branding became vital. There is a
discrepant usage of brand instruments in cities. The problem is the false
understanding that marketing and branding equals with selling (E. Berglund
in K. Olsson, 2010, p. 2) The focus bases not on complexity of the city as a
marketing and social corpus but is directed only to isolated targets. Focus
of marketing and branding is to optimize social and economic functioning
of a city, always in tune with strategic development goals (G. Ashworth in
H. Voogd, 1990). The mentioned definition stresses two important aspects
why marketing a city: (1) economic goals, social functions and
identification and (2) as connection tool for existing and potential users of
a destination or city. (S. Zenker, 2011, p. 42). The closest comprehension
of a city being a brand gained those cities that began to market
themselves as a touristic destination. Still, this kind of thinking is too
narrow and branding can be very useful in other fields of city functioning.
(G. Ashworth in M. Kavaratzis, 2009, p. 527).

City marketing and city brand
City marketing could be understood as a process where marketing tools are
integrated what is supported by users focused philosophy: its mission is
communicating, delivering and exchanging city offers (products) that are
valuable for particular city consumers and also for the city as whole. (E.
Braun, 2008, pp. 193). In last decade, in positioning a city, we are
recording a shift from marketing to branding. (M. Kavaratzis, 2008, p. 141,
e-source). City brand managers became aware of a better city
development, position and promotion. To achieve that creation of as many
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as possible positive associations in minds of city consumers is required (S.
Zenker, 2011, p. 43). Positive associations play beside external city
consumers, a significant role for internal city consumers. These includes all
specifics of residence, education, recreation and all supporting services,
required for a demanded level of city living. How the city faces all these
categories reflects the values that city stands for. Marketing of a city by
using a city brand to which certain planned and during development
recognized values are related, co-creates an attraction for both, existing
and potential stakeholders. Regardless in what shape a certain city is, it in
a certain moment reflects a specific perceptual feeling (A. Pompe, 2012,
p. 52). This is just because it has its own pulse and its own self (Savitch,
2010). Cities are entering the competitive market with their own "offer".
City as a complex corpus can satisfy demands of numerous different
stakeholders and each of them can therefore find a specific meaning and
sense. Each of them can get an answer to their demands and can get
fulfilment and satisfaction.

Quality of urban space is getting more and more important and its
dimensions are multi layered. Each of these layers functions and
communicates in a specific way. The consequence of them is perception
that a city stakeholder holds are also determined by perceived values.
Urban space, in the cities that are aware of their mission and need of
competitive positioning, is designed and shaped in the way that it fits as
close as possible to human needs, both, material and immaterial.
Immaterial city dimensions encompass immaterial goods that a city
delivers and are part of city equity – added-value that city brand delivers.
(B. Merrilees, D. Miller in C. Herington, 2011). Adjustment of urban space
according to expectations of city stakeholders has an important impact on
city status and market position. Today, cities are getting more and more
aware of this fact but the question is whether Slovene cities are aware
too.

Soft strategic factors
Cities poses features of the »universe«, they incorporate numerous
different elements (H. Okano in D. Samson, 2010, str. 11); their character
is cosmopolitan. A more holistic description of a city brand as a
competitive corpus was described by A. Papp-Vary (2011, p. 555–556). In
defining a city brand, he used Anholt's model City Brand Hexagon (S.
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Anholt, 2006, p. 19–20. He suggests six key measures. These measures are:
a) city position and its status, b) urban space, c) residents and living
necessities, d) residents and their behaviors, e) pulse and f) city
potentials. All listed soft factors reflect quality of living and working
environment, culture and residential supply at the location, safety, visible
attractions, moving speed and comfort. The result is achieved city
reputation and its uniqueness (Pasquinelli, 2013). The more a city is
capable stand put with its perceptive uniqueness the stronger is can beat
the competition. The more a city is recognizable by its advantages, the
stronger is its brand (B. Parkerson in J. Saunders, 2005). The consequence
is better image and respect in the eyes of stakeholders – investors, nongovernmental organisations, suppliers, designers, merchants and
storekeepers, tourists and residents. Different stakeholder have different
expectations form the city. Relevance of each of these fields are broad.
Multilayered city contents allows inside identification of residents and
daily uses of a city. This can reflects in loyalty and expressions of pride
and belonging and allows a multi-cultured community to personalize with
city.

City perceptional dimensions
Each city has its own perceptual dimensions. With help of perception,
people translate sensory impulses and stimulus in a coherent and unique
view on city around them. These perceptions in fact define reasons why
somebody lives in a city. Perceptual dimensions have impact on
establishing of certain city and its brand position in the eyes of its
stakeholders. My focus are perceptual dimensions of residents and visitors,
divided into two distinctive dimensions: a) the one that affects rational
perception, and b) the one that has influence on emotional perception.
Cities differ to each other on basis of how we perceive them. Because
perceptions affect a) values connected to city, b) attributes that can be
ascribed to cities and, c) recognized profiles of personalities that are
characteristic for the cities, a unique research method was used (Tuškej,
2015). I studied brands of Ljubljana, Maribor, Celje, Koper and Nova Gorica
on basis of relevant and adequate collection of values.
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Brand Perception Study (BPS) and focus on values
For city brand is a necessary that its strength bases on quality of internal
perception. (E. J. Giblin in L. E. Amuzo, 1997, str. 16). Therefore, my
focus were internal stakeholders, residents and city visitors. BPS tool is the
first professional research tool for performing perception studies of brands
(Tuškej, 2015). The usage of integrated platform allows creations of tailormade research, data collection, results analyzing that enables clear
presentation (also by using images) to interested publics. Values study
bases on a principle where respondents ascribe single values to brands. For
finding out what is the brand core, it is crucial to recognize the density of
values, the space where most values gather. Brand position is determined
via its core characteristic, values and personality. Article focuses on values
of city brands of researched Slovene cities.

Values linked to city brand
Value as a concept, characteristic, paradigm or problem has always been a
subject of study and interest of all scientific research fields. It is a matter
of anthropology and observes man and his attitudes. Emotional
perceptions, coming from environment and experiences, mostly shape
values. They are beliefs of goals and phenomena that we respect most. As
Jan Musek says, values are connected also to mental welfare (J. Musek and
J. Strniša, 2005, pp. 342). Because of theirs dimensions values are an
extensiveness important connecter to man's decision making. (J. Musek,
2002, str. 3).

City values are important influencer of perceptive city value. City is a kind
of a story, a pattern in people interrelations, among production and
distribution spaces and physical forms. A city with a strong brand has clear
and positive values approved and lived with by residents and visitors.
Values affect all stakeholders and create attractions for everyone, for
instance a private-public partnership for investments or for tourists to visit
the city. Every feelings that arouse when facing a certain phenomenon is
always connected to experiences with values.
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Perception study of five Slovene city brands
Criteria for establishing competitiveness of brands can differ. We can
originate form brands market shares or shares of stakeholders; criteria can
also be the congeniality with brands considering their position among
users. Study bases on theses that a) researched cities compete, b) that
they do not know their competitive advantages and do not know their
position in existing competitive environment. I am not observing city
brands on basis of comparing them but on considering where and what are
their main characteristics, what makes them different, what are their
strengths and weaknesses and how does their profiles look like.

Research data
We realized the research by using a web application, developed in
marketing agency Formitas d. o. o., Ljubljana, Slovenia. Respondent were
coming from all five researched cities, providing necessary research
balance via equal shares integrates in researched samples. From each city
area there were fifteen respondents plus fifteen form other areas in
Slovenia. In whole, the research integrated ninety respondents what fulfills
the conditions of BPS study that in years of several usages and testing
proofs no need for larger numerus. The only condition for a limited sample
was that respondents were strongly familiar with their brand.

The survey captured five Slovene cities that were in research defined as
city brands. The researched city brands embody official coat-of-arm. The
questionnaire, besides other compounds, encompassed values related to
city brands. For each component, I collected a wider collection of values
that was later, on basis of research focus, distilled to a controllable
number.
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Generating value collection
When selecting values I chose: a) intrapersonal (personal) and
interpersonal (social) values (M. Rokeach, cited in A. Temeljotov Salaj and
D. Zupančič, 2006, p. 38) and b) terminal values (goals) as well as
instrumental values (means). All chosen values relate to interactions
between city stakeholders and city as uniform but complex brand. I chose
positive and negative values what enables polarization of opinions. For the
purpose of study, I selected the following values: active, ambitious, no
criminal, carefree life, ingenuity, socializing, audacity, equality, harmony,
with inspiration, sincere, charisma, conflict, creative, cultural, beautiful,
tranquil, silent, tension, irresponsible, dangerous, modern, admiration,
charming, responsible, open, optimism, developmental, friendship,
authentic, rational, entertaining, neat, tidy, old-fashioned, self-sufficient,
harmonious, natural, clean, respect, relaxed, happiness, freedom,
comfort, dirty, refined, arty, kind, obliging, irrational, in harmony with
me, loyal, upbeat, exciting, progressive, health, knowledge and science,
pessimistic, nervous, noisy, family friendly and individual (Pompe, 2015,
pp. 182–183).

Perceived city quality
Perceived city quality is an answer to a question saying: which of the
researched cities has most positive, average and negative attributes and
values. This is how we obtain a measure to evaluate which of them
possesses more or less quality. My focuses were (a) terminal values and (b)
instrumental values and the examination how much do they that interacts
between city stakeholders and city itself as a unique but complex brand.
Positive and negative values allowed polarization of opinions about the
researched cities.

Bad results are not only a consequence of small percentages of positive
ascribes (exception is brand Ljubljana) but also because of high percentage
of ascribed negative attributes and values. Among all brand Celje is
considered as worst counting 30 % of negative ascribes, followed by brand
Maribor (34 % positive ascribes) and brand Nova Gorica with some less than
25 % of negative ascribes (36 % positive ascribes). Closest to brand
Ljubljana is brand Koper, that has one fifth of negative ascribes (beside
Ljubljana has most positive ascribes – 37 %).
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The calculation of indexes is based on calculating shares of each city brand
positive ascribes divided with the share of all positive ascribes of all city
brands together. However, brand Ljubljana is standing out with index 120.
According to criteria of quality this positions it over the average rate of
positive ascribes. The worst position has brand Celje, close to average rate
own Koper (I = 92) and Nova Gorica (I = 88), a bit worse is positioned brand
Maribor (I = 85).

Perceived quality of values
Quality of towns depends of ascribed values. The aspect of quality defines
the ratio between ascribed positive, neutral and negative values of a single
brand. Logic behind this king of computation is simple – a brand has a
better chance for success if it owns bigger share of positive values. Which
of the studied brands possesses more qualities according to ascribed
values? According to number of positive ascribes again brand Ljubljana is
superior. With help of communications, urban design solutions, relation to
residents and environment, culture and security it has managed to create
numerous positive values. Ascribed values are one of the components that
define the focus of a researched brand. The results of study introduce two
clear responses: a) are brands focused at all and b) how much are they
focused. The brand focus bases on the analysis of all three contents of the
study: ascribed attributes, values and personality features. For his paper is
focused on values I am not going to discuss attributes and personality
features.

Brand Ljubljana
Among all, the following five are the most frequently ascribed values:
knowledge and science

91 % ascribes

art

73 % ascribes

active

71 % ascribes

culture

63 % ascribes

fun

63 % ascribes
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Beside mentioned there are also some others positive values, all in the
similar percentage zone (55 % to 63 % ascribes). These values are ahead of
time, socializing, ambitious and refined.

Brand Maribor
Among first five values, we find next:
conflictive

38 % ascribes

tension

33 % ascribes

pessimism

33 % ascribes

authenticity

28 % ascribes

friendship

23 % ascribes

In the same percentage zone (from 22 % to 23 % ascribes) we find beside
positive also negative values (likewise among first five). These values are
devotion, nervousness, old-fashioned and socializing.

Brand Koper
Among first five values, we list the following:
relaxed

31 % ascribes

carefree life

29 % ascribes

cheerfulness

27 % ascribes

optimism

23 % ascribes

harmony

23 % ascribes

In the same percentage zone (from 18 % to 22 %) we find next values:
health, daring, freedom, thrill and authenticity.
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Brand Celje
Among first five values, that define value focus, are:
old-fashioned

31 % ascribes

boring

28 % ascribes

rational

17 % ascribes

tranquility and silence

14 % ascribes

natural

14 % ascribes

The closest percentage zone includes also next values: family, sincerity
and close to me.

Brand Nova Gorica
Out of all ascribed the following five stand out:
boring

29 % ascribes

tranquility and silence

28 % ascribes

opened

21 % ascribes

family

21 % ascribes

friendship

18 % ascribes

In the same percentage zone, we find also value; clean.
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Position and competitive positioning of city brands Ljubljana, Maribor,
Koper, Celje in Nova Gorica
To specify competitive positions of studied brands we used correspondence
analysis, described as »multivariate method of data processing, intended
to display interconnections of in multidimensional tables«. (J. Rovan,
2006, pp. 2). In our case, we used two-dimensional contingency tables. It
allows graphically clear interconnections of ascribed elements. From
created perceptual map, we can discern how individual brands differ
according to a single studied variable; or which are those elements that
are most characteristic for an individual brand or what is the
interconnection among brands and a single studied phenomenon. (M.
Tuškej, 2013, str. 243).

Data, analyzed and represented in this way, are the basis for conclusions
of how strong and of what type is competitiveness between brands. It also
gives a great help when preparing brand profiles and theirs core
perception. Very important is also the possibility that by using
correspondence analysis we can define the most relevant content that
would define the strategy of a certain brand.

Positions of city brands LJ, MB, CE, KP and NG according to ascribed values
. From perceptual maps we can see discern density of different types of
values. In right-upper part of the map group values of »interruptions« that
are stressing interrupting social, environmental and managerial. In rightdown part gather so called »status quo« values that have no affinity to
changes. On the other side of map we can find values of »progress« as
drivers of overall development, in the middle are values of »optimism«
that stress bright look in the future and finally, middle-right values of
»selfness and empathy« find their place. Positions of city brands on
perceptual map shows their strong and clear connection to certain groups
of values. The clearest, focused and unambiguous position has city brand
Ljubljana, Celje and Nova Gorica. Brand Ljubljana is surrounded by values
of »progress«, while Celje and Nova Gorica are traditional. Brands Koper
and Maribor are on crossroads of »optimism« and »selfness and empathy«
values. None of the brands has a vivid negative position.
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Conclusions
Generally, cities offer similar conditions for living and are functioning in
similar way but differ with their peculiarities, express themselves with city
atmospheres, urban and architectural solutions, historic heritage,
economic position, culture and education, create possibilities, provide
comparable diversity and create potential for creating impressions of
uniqueness. Diversity and uniqueness are the conditions and possibility for
a city to create their own position in competitive environment. This is how
they can focus towards points, where they will be able to attract
investments, high quality human resources and visitors, and on the other
hand, play its unique role in long-term development as creators of city
brand perception and high quality consumers of city services. These are
the basic things on which a city builds or can build its brand.

Qualitative research revealed how differences between cities affects
position of their city brands. Differences between city brands in the eyes
of residents and other city visitors display perceptions of individual city
brands. These perceptions base on ascribed attributes, values and
personality features. On basis of researched construction, I discovered
differences between studied cities and their brands. Respondents have
been answering on basis of their knowledge about researched brands and it
showed up that those brands that are more focused and more active in
communications gain a higher degree of perception and therefore a more
clear position.

Analysis of ascribed values of studied city brands displayed that brand
Ljubljana is the first also in this field of research and that the calculated
ratio of values is high over average. I notice most clear position of brand
Ljubljana where stakeholders witness values of development and two key
assembly attributes – diversity and perspective. Brand Maribor surround
values of optimism and relations toward selfness and other people. Brand
Koper is characteristic by values of optimism and inter-people relations.
Brand Celje is predominated by values of tradition and »nothing going on«
while brand Nova Gorica is, like Celje, positioned in area of traditional
values.
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Resolution
Unsuccessful city brands are results of bad management with intellectual
city property hidden in city brand. Principally there is insufficient
knowledge in city management about what the phenomenon brand, a city
brand is. This was clear because most of studied city brands are unfocused
and substantially unclear. This offers numerous opportunities that, with
usage of known and tested procedures by brand management knowledge, a
city brand can gain an enviable and unique position in competitive
environment.

City brands Maribor, Koper, Celje and Nova Gorica are unsuccessful in
competing with Ljubljana because of lacking positive or authentic ascribed
values that would reinforce their market position in right manner. City
brand managements of studied city brands will have to put much more
efforts if they would like to be successful in competitive battle in Slovenia
as well as in Europe. There is a potent need for more interdisciplinary
harmony and more clearly defined vision and mission. Only when this
completed it will be possible to step to the right development directions.
Discovered negative values are an opportunity for city managements to
make changes in their functioning and focusing on values that will be
unambiguously recognizable and properly communicated to life and
communication city space. This will be the proper basis for building a
strong city brand.
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