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New Product Pricing Srategy: Skimming Vs.
Penetration

Sahoum Ali AlJazzazen
University of PesT Faculty of BusinessandEconomics

eng.sahoum@hotmail.com

Abstract Adopting a pricing strategy becongecrucial in the current highcompditive
environmen. Many pricing strateigs weredeveloped as a respongethe markets needs.
Skimming pricing $rategy and penetration pring strategy arehe mostpopular pricing
strategyfollowedby companies fopricing a new poduct Some circumsteces andactors
affect which one of these strategies should be adoptezh ype of these strategidms its
meits and demerits. Gaining bh profit in a short time andexcellentc ust omer 6 s
perception of the product qualitys the most advantage of skiming pricing.
On the other hand, avoiding the threat of competitors emtling the market through the
high diffuson of the product are the ain pros of penetrationpricing. The tight decision
taken to determine the suitable priceansthe succesof the product which n turn, the
success of the company through achievirggobjedive. This study demongtes the
difference between theentimed above (skimming amenetration)from different aspects
The theoretical literature reew methodology was efoged inthis re®arch to answethe
following question: what is the dptal pricing strategy shouldhe maketerfecison-
maker followto acheve the firm goals?

Keywords: Pricing strategy, Skimming, penetration, new product, nmiagket

Introduction

The ways of pricing have been changed oveme. In primitive society theywere
exchangingcommodites for other good, which almostthey areequal in value.
For instance, one sheep equalbag of wheatWhile in the new community the
exchange of goods anewices becomswith money. The value of the gaoand
services determid if there is someon&ho has the willingnessto pay for it.

Although it is nota daily basis mission, Pricing is one of the masitical
managerial decision®ue tothelack ofthe histoy of thenew productmarketing
and pricing of the new producteed e@ep thinking and forceéhe companyto
follow a specific aproad. Spann et al. (20)5nentionedhatthe pace oflaunch a
new productn thebase of higktechnology, the pricingf suchproductbecome a
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critical misson, where the success of thisission meansthe success of th
company(Spann,et al., 2015)

The seond part of the marketing mix the pricing processof the product or
services after therfalization Therefore in thecurrentera, choosingthe optimal
price needs a specific strgte depending on different faars (Kienzler &
Kowalkowski, 2017)There are many pricing strategies presented in the literature
such ascostplus pricing, psychalgical and odd pricingpromotonal pricing,
neverthelessSkimming pricing strategy and peration pricing strategyare the
most presated and recommendeth the literature for pricing new product and
service (e.g.,(Rekettye & LIU, 2018)Kotler & Armstrong, 2012)Spann, eal.,
2015)). For the reasons abovthe researcher shed lighttorthes two types of
pricing strateg (penetratbn pricing and skimming pring); moreover, the
relatiorship betweenthe market andhe price, and pricing objectivetk place in
this paper

1 Pricing and marketing

In the marketing mix, there are multiple variablélowever, pricing is consideed
the mostelagic one due to the prieg ability to affect the profitability of the firm
in a short time framgDarden, 1968)Through the pritg strdegy, may factos
studied before séihg the price for the product orewice (Kienzler &
Kowalkowski 2017) (Udell, 1964) Stated that factes are affectingthe
implementationof the pricingstrategy include: concerning the need aednand
for such prodat or sevice, tre level of competition, and cwlitions related to the
marketsand economicsln otherwords, b reachthe optimal price for product or
service the company should balandeetween the three Cs (Customers, company
andcompeitors) (Rekettye& LIU, 2018)

Sauza et al. (2004 demonstratedhat understanding the arket trough the
acquisitionof sufficiert knowledge about the diffent variabls, besides knowing
the internal company componenwill reduce the complexity ofthe pricing
strategy(Souza.et al., D04). Where price consided one of the essential facto
in the success of the produand therefore achievingthe corporge objectives
(figurel).
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Figure (1) marketing steps. Sour€8imkin, 2000)

The company fouses more on the costers dher presnt customers or
prospective customers in the term afcp, rot only the rivalq Davcik & Sharma ,
2015). Therefore the Company should concerrmbout the pricing strategy,
particularly in case the competitors launehnew brand with keépg the same
price. Also, the pricing strategy should be altered in @mgecampetitors change
in the price of the praduct or the service Many companies depend on the
manages insight and experience. Therefore thegnsiderpricing strategy the
most staightfoiward straegy within marketingprocessegKotler & Armstrong,
2012).

2 Pricing Objectives

Pricing objectivesmeanthe goals that the oagization seeks fronthe pricing.
Pricing decisions and objectives relate to and signifigaaffect other fundonal
areas suctes finangal accounting and productiorit is necessaryo hamonize
and align thesegoals withthe gals of the OrganizatiofAvlonitis & Indounas,
2005) The following are a set of goals that the organization siekshieve:



A. Longterm suwival:

Organizations generally sea& reachthe goal of surviviathrough successn the

marke and persitencein work, especially oganizatias that have distindirands.
Moreover, organizations should know that the lack whlueadded to their
productsmeans thithey fail (Oxenfeldt, 1973)

B. Maximizing profits:

Through this goal, organizatins seek tomaximize and increase pradit by
estimating deman@ost and different price3hereforethat theychoose the price
that earns a high profit oa high cash flow (Avlonitis & Indounas, 2005)
However, this objectivés not easy to achieve becauseis difficult to estimate
demand acaatdy (Oxenfeldt, 1973) The administration in these organizations
largely ignores the eftés of the resbther marketirg mix elements as well as
competitors' reactions and limitatioas the prices.

C. Market shee leadershp:

Some organizations sedak be the market leader by adoptifg strategyof Low

costs to achieve good lostgrm proftability or by linking its pice policy with the
quality of the productTherefore organizaions should pay more attentionto the
otha maketing mix. The penettn strategy helps to aavie the firm goal
dependingon two points: to avoid the potentiaf entering newcompeitors and

Reduceprices and increase sales and thus lead to cost prerovarage(Avlonitis

& Indounas, 2005)

3 Newproduct and Pricing strategy

New producs and service coming in different shageinclude the product and
services dvelopel for the firsttime orimprovenent on the current services or
product. Krishnan et al.(1999) Mentioned that it is ot easyto arrive at an
appropriatepricing strategy for the new produdde refered that to the difision
of the product in the rmket as well as the pduct emompass he complex
dynamicg(Krishnan, et al., 1999)

New prodict prices should meet the copany strateg by increasing profit and
satisfying customer€?roduct quality and price are the prime factihrat affect the
succesof the product oncet iis launched inthe target marke(Smith, 1986)

Thereforethe companyDecision maker responsible fadhe produt 6uxcess.

The pricing paky is a philosophical guide or a specific event designed to
influence and determine png decisions. Pricing gdiwy gives approehes to
reaching pricing targets as assentialconsiceration in developing a stratg
(Kotler & Armstrong, 2012) The prichg policy as a set of rules, methods,
proceduresand measures that determine the apprapnmice of the compars



prodwcts, whid ensureghe achievement of thebjectives of the congyy within
a limited periodRekettye & LU, 2018). There are two pring policies:

1- Skimming Pricing
2- Penetration Pricing

Pricing policies are the generabfmework through whichhe mangement ca
find its price decisionsPricing strategyelps thedecision-maker to determine éh
right price to achieve the pricing gém It alsoreduces its effort to find such
decisions. Price policy helps to coordinate fhieing decisions anthe imag that
the consumer carries to his marketing compor{&watler & Armstrong, 2012)

3.1 The Skimming pricing

A skimming strategyis known & charging a high priceonce the products
launchedn the target marketnd then loweredwer time(Dean , 1976)(Reketye
& LIU, 2018) Demonstrate thahe promotion budget playa primary role in the
skimming stategy. Twotypesof skimming strateigs have emerged either fast
skimming or slow skimmingdepending on the amount of the promoti budget.

The amountwill pay on Creding and developingn innovative producthat is
very high. Therefore,the pricing of skimming is the best strategy @ompaly
should follow to gaina high position in the market and coverettproduct
developing expeses(Toptal & ¢ e t d, B0K4A) Vhe resits of Hanif (20149
study showed that the quality ofi¢ Product, Product band name Technology
and Innovation usedaffected the skimming pricingpositively. Therefore,
Skimming pricing usually used witlinnovative technology produst (Hanif,
2014)

fidar ni ng cur ve gsV¥efalefactbrahat play/ a sgnifecantordle in
declining the product price over time. Thisddor meansthat the cost of the
production decrease as the experience increase, customemndie and the
activities whicharepradiced by the rival§Smith, 1986) An excellentexampleof
dedining the price by théimeis the pricesof the T.Vsand eletronics equipment.
Theinitial price for such devicewasvery high and it was affordabléor a small
segment ofcustomes, thenthe price declingyearly (Bayus, P92) Figure (2)
shows thethreepotential casesof the pricing in skimming pricingaftera while of
launch the product or service.
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Figure (2) skimming strategy. Sour(Rekettye& LIU, 2018) P. 124

The custan e r cendmon belief that the high prie indicats high product gdity.
Therefore, applying skaming prichg ranforce a prestigious gsition of the
product.Moreover,the company can allocate substantiahmount for promotig,
marketing, and disbution productthrough the high profit that thegangain atan
earlystage(Rekettye & LIU, 2018)On theotherhand settinganinitial high price
probably an obstacle to acceipig the product by customers as fast as possible.
Therefore the market beates afertile environment for competitors to show up
(Deshpande, 2018Yhere ae appropriate conditie that indicatethe success of
launchirg a new productat a high price. Elastic of the demand on the early stage
should be very lovbeside the market shidl be ggmentedtonsider as the tical
condition to apply pricing skiming (Rekettye & LIU, 2018)

3.2 Penetration pricing

On the contrary foskimming pricing, the initial price ihe penetration pricing
strategy is sett a lower price compagdto simiar prodicts. The additional cost
for the marketing angromotion setshe pricing of penetrationinto two groups
quick penetration and slowenetration, wherein marketing cost is higher in quick
penetration(Rekettye & LIU, 2018) However, overall, reachng fastsales ad
keeping the rivals away are the maanptration primg strtegy objectives

In a contract ofskimming pricing, penetratio pricing applicable if the elastic of
high price of demand. As well as the absence of patrriection, or therés a
potential tireat by competitors is an encouraging reason to atlepperetration
pricing stratgy.

Selling a laige numberof products m a short time, thereforencreasing the profit
through accumulating the small amount cdnition of each products oneof the
penetration strategy advantageMoreover,the low price increaes the possibility
of fast diffusbn ofthe new product and deeaseshe probability of the rivals or
competitos to enter the marketn turn, increaséhe market share of é¢hcompam



and increase the promotion and marketing portion for the pro{Relettye &
LIU, 2018).

The generalcustoners believe that thiow price means low quality is the main
drawback of adopting the pricing of petration. Moreover, the ROI for the frm
will be verylow due to the small profit contributioRenetration pcingis along-
term strategyTherefore companies should be moreredul in caseheyadopt this
strategy Nevertheless, penetration pricing is suitablease the price elasticitpf
the new prodwct or service very higld moreover the penetration sitegy te
right choice in casao elite maket.

h

P Keeni Possible Directions of the pricing
e e in the time after the introduction

[ |
/

Figure @) apenetation pricing strategy. Sour¢Rekettye & LIU, 2018pP. 128
Discussion and conclusion

Then e w p r optinnatpticibgstrategyshould the company followedepend

on different factos and d¢rcumstancesindeed, e highprice in the skimming

pricing cax be preserved for an extended period only if the firms incessant a

monopolistic product. Meeover, brand loyaltykeeps te firm from the

competition or imitation threat; for instancéetmajarity of Ray-Ban customies

keeployad to the brand and return touy the same branCu st omer 6 s sensitivity
for price considers as main factors which guitte company to followthe

skimming pridng or penetration pricing, for example, customers admetic

Where penetration ming appied in case price sensitivity ery high and

competition on the market very higtiKotler & Armstrong, 2012)

The firms usuby plan to adopthie skimmingpricing strategy, wherekeeping high
prices once the product laxched,then by the time, thprice become lower than
the initial price (Dean , 1976) The Promotion and marketing of the product are
essentiaprocesses The number ofexpenditurespend on marketng in skimming
pricing very highwhile the amounbf peretraion pricing very low Nevertheless,
skimming pricing is appropate when capital retumexpected in over a short
period (Rekettye & LIU, 2018) Usually, the company with extradinary
reputable adopt the skimming pricing for its innovated produat service.
Therefore customes respect th effort made by the companly acceping the
high price for the innovated product or servitanif 2014) On the othe hand,
some circumstaces force the canpany to set a low price.vEn though the
expected profit very low and ROI takeong time, in addition to the baimage



qudity taken by the customer f@roduct or servicemakeanincreasdn price on
the future mpossible(Marn, et &, 2013)

Many researchexr recommend skimming strategy for pricing new product
regarding the higlprofits which the company can achie@€otler & Armstrong,
2012) Particularly in hightechnology and innovatedguct where the lié cycle
of such produts very short, fo instance, digital came&pann, et al., 2015)
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CSR Activities of Tunisian Eco-Labeled Haels

Katalin Asvanyi, Hager Chaker
Corvinus University of Budapest, Institute of Mating and Media

katalin.asvanyi@urncorvinus.hyhager.chaker@gmail.com

Abstract: The purpose of this study is to compare the CSR content on hotel wabdiias

guest reviews. Our research results outline the difference between the CSR activity hotels
and the realconsumer experi@e, so called valuaction gap (VAG). The survey was
conducted on the five hotels in Tunisia that obtained Tunisiar_Bbel. Through content
analysis, we reviewed information on CSR available on hotel websites, and reviewed a total
of 4017 French and 702 English reviews on TripAdvisor, of which 166 guest comments
reflect CSR activity. The results of the research have showrhdials inform guests on

their websites of their CSR activities in varying degrees of detail. The comments were
mainly positiven the CSR categories, but not all CSR topics were included. Two-Value
action Gaps (VAG1, VAG2) were identified. The resultshef research can greatly
contribute to building CSR strategy for hotels

Keywords:CSR, guest review, hotelsstainability, valie action gap

Introduction

The importance of sustainability has come to the forefront since the 1970s, a trend
that has beenemnforced by industrialization processes (Hsieh, 2012). Today,
tourism accounts for 8 percent of carbon emissifrenzen et al 2018) and
hotels are responsible for 9 percent of energy use (IEA, 2018). Nowadays, hotels
are increasingly adopting simple darcosteffective CSR practices such as
recycling, reusing products, and reducing waste. The need for respoasible
sustainal# endeavours does not only come from the industry, but hotel guests are
increasingly looking for sustainable solutions when tiage(Yi et al., 2018).
Designing sustainable hotels is an industry solution that enhances the satisfaction
of environmentally friendly guests. By rethinking comfort factors, water and
energy use, and sustainable products, luxury hotels are adheringnmaiianal
standards and emphasizing the importance of society and nieoranent
(Cherapanukorfrocken 2014) and thereforethey are able to meet today's
conscious consumer expectations.
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1 Literature review

1.1 Value-Action Gap (VAG)

Outlining the valueaction gap (VAG) is essential for measuring the sustainability

of CSR initiatives, as it shows the gap between me@wice pans / values ah

actual actions (PerssenVejseli, 2013). One of the positive examples of VAG

based solutions was demonstrated in $meedish hospitality sector. Gothenburg

hotel management has managed to bridge the gap between value andavilction

the help of a wellknown local environmental certifict e , Mil j°bas (Bj°rnefor
Kjellsson 2014). First Hotel Chain and Hotel Riverton wamong the first to

obtain this certification (First Hotel, 2019; Hotel Riverton, 2019). The reason for

this cetification is that, unlike other local eeber t i f i cati ons, Milj°bas i
less stringent requirements on applicants, making standardizing pgraetices

easier for hotels. Nevertheless, the performance of Gothenburg hotels is not

negligible, as their stainabiity efforts have successfully bridged the gap

between environmental values and real action.

In contrast to Swedish hotels, the failwkeVAG bridging can be found in the
United Arab Emirates and other countries -fdmarHussain, 2017; Rowe,
2018. Bakeret al. (2014) found that hotel visitors do not exhibit consistent
behaviours; there was a mismatch between the consumers' behavibtirs ane
friendly attitudes. While hotel guests show an interest in environmentally friendly
and sustainable kdions,in real decision situations, sustainability considerations
are often overlooked. The phenomenon can be linked to the adverse effects
associated with sustainable practices. In particular, sustainable practices in the
hospitality sector often lead decreasd luxury and comfort, which in turn creates

an erroneous perception that the hotel chain is adopting the green practices to cut
costs(Baker et al., 2014). This is also contradicted by several surveys which show
that the possibility of cost redtion wasonly a secondary consideration when
introducing sustainability efforts (Smith et al., 2015). However, the guests were
less motivated tgelect a hotel solely based on the availability of green packages.

Bocken (2017) pointed out that hotel managamplaysa key role in shaping
consumer decisions, as many marketing tools can be used to encourage sustainable
consumption. One of these opt® could be, for example, the introduction of
loyalty programs and other related incentives that can enhanaes¢hef geen
products and services and thus improve the success of sustainability (Smith et al.,
2015).

11



1.2 Corporate Social Responsibility amondsustainable Hotels

The sustainability of the hotel industry is influenced by both extemdhirgernal
factors (Garag/-Font 2012). External factors are related to the interests of
stakeholders while internal factors are basically tied to the persoraiity
expertise of the leader, such as ethical issues and profit realization considerations.
CSR is already playm an mportant role in international hotel chains such as
Hilton, Fairmont, IHG, Marriott or Scandic (Turner, 2010). The Marriott chain
deservesspecial mention, which, by supporting the LGBTQ community,
demonstrates the group's commitment to social dgumlidacceptance (Marrigtt
2019). Other hotels use green stars to indicate their commitment to protecting the
environment (Ozdipciner et al2016). According to reports from the Hilton
Group, the hotel group has doubled its social spending in recenst Yd&ing its
ecological footprint (Hilton, 2018). The strategy was based on trends in previous
hospitality decisions. Overall, hotel chairgfis on different factors in their CSR
strategy, but are primarily geared to consumer needs and hotel services.

Global surveys of the hotel industry show that corporate social responsibility and

conscious attitudes towards sustainable practices have bestoonger among

compani es-DelHasque, 20, zMart 2 nez et al ., 2014). Fina
from CSR pradtes 4so contribute to accelerating change. Consumer loyalty and

positive public opinion are the pillars of successful CSR, which can ingirectl

increase the company's prefitaking ability (Allesi Marques, 2011, Turner,

2010).

A report from Melia Hotel$ntemational also confirmed that the hotel chains owe

their industry recognition and awards to their CSR policies. One of the hotels has

beenawar ded the HfABest I nitiative in Corporate So
Conduct 0 t hank se(Meia Hotelg 20C4% Roweverj ittshoald bie v

noted that sustainable practices may not be ubiquitous due to lack of consumer

confidence and lackf recognition of sustainability constraints (Jones et al., 2016;

Villalonga, 2018). According to Chun (2016xateralist principles reinforce

consumer skepticism about corporate social responsibility.

However, the lack of empirical data limits the vabfeonline advertised services.
Holcomb et al. (2017) also emphasize the lack of literature on CSR initiatides a
the lack of specialized literature due to the limited availability of activities.
However, further commitment (sensitization) in the touriauator is needed, and
in many cases, -cosfffectiveness and luxury conditions override CSR
considerations (Cole®t al, 2015). Adaptation of sustainable practices also
requires the development / improvement of a governmentglosupnvironment
(Robin etal., 2016), which may ultimately contribute to bridge the VAG.

After reviewing sustainability practices and thenefts of CSR, it has become
clear that hotels can greatly improve the progress of their current CSR activities,
and there are many ways toeseome VAG. Further prospects for development



depend on whether the development of a sustainable brand carideverr
materialist consumer demands.

2 Methodology

2.1 Data collection

The Tunisian Government and more precisely the Tunisian Ministry of Tourism

and he Tunisian Ministry of Environment introduced the Tunisian Ecolabel

certification in 2009. The awarding syst@fithe Tunisian Ecolabel is a voluntary

certification system under which the Ecolabel is awarded after verification of the

conformity of the prduct to a set of technical and ecological criteria throughout

its life cycle. The "Ecolabel” certification offethe company a better visibility

and competitiveness of its products / services through credible information

dedicated to consumers, a bettearragement of the environment through a

rational use of natural resources and a reduction of its impacts onidadem

Il nstitut National de | a Nor,m9i sation et de | a

To help companies certify their products / services, thermational Centre for
Environmental Technologies of Tunisia offers support programs provided by
specialized exgrts. For the hospitality sector, the criteria aim to limit the main
environmental impacts of the three phases of the service life cycle (pungha
service provision, waste), thus promoting more responsible tourism. In particular,
they aim to reduce ergyr consumption as well as water consumption. They also
aim to optimize waste management, promote the use of renewable resources and
less harmful substances for the environment and promote environmental
communication and educati¢Bcolabel Tunisien GRECQ@009).

In order to examine hotel sustainability and CSR practices and understand how
guests are experiencing hotel sustainability and resgbtysiactivities during
their stay at the hotel, all selected hotel websites (English and French versions)
and & of their English and French guestsd revie
compared, which helps to discover vahmion gaps (VAG) between thwo
sides. In Tunisia, only five hotels were awarded the Tunisian Ecolabel
certification, and these hotels amalysed in our study. Three research questions
were analysed by qualitative content analysis.
A RQ1: Which CSR activities do hotels communicatetmir websites?
A RQ2: Which CSR topics are mentioned in hote
A RQ3: In which CSR topics aresife valueaction gaps?

13



2.2 Analysis framework

The first step in analysing the CSR content on the website and the TripAdvisor
feedbacks was to collethe categories previously used in the research on this
topic and to develop a proprietary category syst¥met al. (2018) analysed
reviews of top green hotels on TripAdvisor., 737 of the 7,370 comments had
‘green’ feedback, which was largely positiVee guests highlighted the reflective
roofing system, the rainwater treatment system and the green traihitige 0
guests. De Grosbois (2012) examined the websites of the 150 most popular hotels
in the world for CSR communication in 5 topics: environmegtals, quality of
employment, diversity and accessibility, social and community-kedtig and
economic welbeng. He noted that many hotels report their commitment to CSR,
but few initiatives are reported on their websites and their results are natekry
documented. Ettinger et al. (2018) examined the website and the feedback from
TripAdvisor of 47 Austria CSR certified hotels, using De Grobois (2012)
categories. Jogdan and Sawant (2018) analysed online CSR reports from four
hotel groups in India wh qualitative content analysis interpreted in eight major
categories. Among the CSR initiatives, energy, tevasd water management,
sustainable development, diversity and inclusion, community-be#tlg and
environmental awareness were the most menti@etiities, so they typically
prefer environmental CSR. While CSR linked to the development of tourism, as
heritage preservation is overshadowed. Millar and Baloglu (2008) conducted a
consumer survey of 12 green items in hotels, which found that towatespent,
energysaving bulbs and selective trash were the most commonly accepted green
items, while soap digrsers or low water pressure were already negatively rated.
Csvs&nyi andabKexamged Hundaian8Green Hotel awavithning

hotels and cmments received on szallas.hu, analysing information on hotel
sustainability in eight categories. Inoue are(2011) specifically examined the
relationship between CSR and corporate financial performance in the tourism
sector, which was evaluated on fit@pics: employee relations, product quality,
community relations, environmental issues, and diversity issues

Based on these previous researches we categorized CSR related information to
eight categories: responsible attitude, environmental responsibiigponsible
products, local environment, education of guests, equal opportunities, local
community and attide of employeesEach of these categories represents a
grouping of codes and keywords belonging to the same topic. For examiie
classifiedin the responsible attitude at egor vy, the guestsd comments
websites6 detioasinédsto eontain atleasbeerof the following
keywords: green hotel, green program, green policy, responsible attitude,
sustainability, environmentgl friendly and logo. The second category
environmental responsibilitis represented by keywords such asyding, towel

and linen reuse, water, energy, led, glass, paper, plastic, waste and dispenser. The
keywords organic, bio, fair trade, local andieonmentally friendly belong to the



responsible products categorjhe fourth category, local environmentntans

the codesorganic garden and green environment. The category education of
guests has the words guest incentive and green programs. Aleadiséibles and
barrier free belong to the equal opportunities category. Community is in the
seventh categgrlocal community. Finallystaff and employees are the keywords

in the attitude of employees category.

3 Results

3.1 Analysis of hotel websites

All five hotels have both an Englsind French language websites and we
thoroughly examined both websites fmach hatl. We found that, for each hotel,
there is the same information, word by word, in both the English and French
versions. Therefore, they showethkame values. Four of the hotels are 4 star hotels
and one is a{star hotel. They are all in differefocations. However, all of them

are altinclusive beach resorts. On the one hand, local environment, equal
opportunities and local community are thelyorthree categories that were

mentioned in all/l of the hotelbdtedwe bsi t es.

the beach, local environment has a great value. Only one category, responsible
product s, wasnot me nt i o n epbnsiale attitudlelandi n

environment al responsibility were ment.

while guest6 educati on and employeesd atti
websites.

The Fiesta Beach hotel is the most specific of the five hotels ato@SR
activities. Besides mentioning the five hectares of palm trees garden and
describing the roomsat are kilt in local style and designed to naturally keep the
freshness, its specifically describes how their concern is to serve and take care of
cusbmers, to ensure the wddeing of staff, support humanitarian and social
activities and preserve thendgronmen for tourism development. Furthermore,
they explained how the Directorate General is fully committed to putting all the
human and material reges available to the quality and environmental security
team by preventing, reducing and avoidingnasch as pssible the pollution of

the atmosphere, land and water as well as by reducing consumption of natural

resources and recycling waste and sorting pr ot ect the nature.

website also gave details about encouraging customers, supplierstteard
stakeholders to get involved in environmental protection, training and sensitizing
the hotel staff to protect the environment and comply withrenmental policy
and, finally, continuously improving environmental protection and promoting
good envionmentalpractices to avoid anything that harms the environment. The

15

of
oned

nde

t hi
i

wer e

The



website didndt stop at that but described alll
detaik and thorogh explanations and description (Fiesta Beach Hotel, 2019).

The Mar co Pol eank ddiledldesdiptionrbdt just gentoned that

it asserts clearly its commitment for sustainable development by adopting the ten
universal principlesrelated to human rights, labor standards, environment and
fight against corruption. The hotel also eres to onduct business in an
environmentally responsible manner ranking CSR and the protection of the
environment as main priorities (Marco Polo Hog819).

Mar haba Pal ace and Sal em, al most didnot gi ve
description. they only entionedtheir green surrounding gardens, the good

accessibility for wheelchairs and their proximity to lbedores, shops and

restaurants (Marhaba PedaHotel, 2019., Salem Hotel, 2019).

Riadh Palms has the second best detailed website thoroughly nirggtithe

hotel 6s CSR strategy and i mportance. I't ensure
resources, mastery of air emissions and noise and conduct afabesary actions

for the prevention of the environment. The website also mentions the promotion of

thetraditions and the local culture, whether by the food served at the hotel, by the

proposed visits or activities offered by the hotel or the decoratie. ddoreover,

the hotel invites its customer and its employees and all stakeholders to adhere to

its charter ando support sustainability effor{Riadh Palms Hotel, 2019)

Table 1: Mentioned CSR values of hotels

Hotels / FIESTA | MARCO | MARHABA | RIADH | SALEM

Categories BEACH POLO PALACE PALMS
Responsible
attitude X X X
Environmental X X X
responsibility
Responsble
products
Local X X X X X
environment
Guestsod X X
education
Equal X X X X X
opportunities
Local X X X X X
community
Empl oye X X
attitude

Source: own edition



3.2 Analysis of guest reviews

All the guest reviews were downloati&om the TrpAdvisor regardless of when

it was written. The data was downloaded in November 2019. From a total of
13366 reviews, 7029 English comments afd 4 French comments were found,

of which 107 English and 59 French guest reviews with CSR comters
analysed.For the English reviews, the percentages of €&8Rted comments
typically ranged from about 1 to 1.5%. Hotel Fiesta Beach had above average
CSR comments (18.9%), which is probably due to its website providing relatively
detailed informatioron its CSR ativities. However, for the French reviews, the
percentages of CSRelated comments are significantly low (from 0.06 to 2.23%).
This shows the iportance of the guests education category which was only
mentioned 3 times in all the French conmise

Within the CSR comments, each comments related to CSR was treated as a
separate factor. For the English reviews, we were able to analyse a total of 345
CSRrelated factors in the 7029 comments containing CSR. For the French
reviews, we were able to alyse a totabf 181 CSRrelated factors in the 4017
reviews mentioning CSR. In the first round, we examined whether the given factor
appears in the commemnt ia positive or negative way. It is to be noted that,
although a factor is negative in the fiell@SR, in manycases guests evaluate it

as positive. For example, changing towels and linen every day served as a positive
image of the hotel. However, in oanalysis, we considered it a negative factor
and this according to the CSR area and not the guest s e nor apimens. We

found that, in both languages, there were much higher positive comments than
negative ones. In the English reviews as well a&s Fhench ones, both local
environment and employees attitude categories had the highest positives f

This is due to the fact that the hotels are located in such a beautiful environment
by the sea with nice big gardens that, according to the guestspeiag tended to
everyday all day long. It is also due to the fact that all the hotels areyfamil
holidays reert and, therefore, guests enjoyed the extra attention and friendliness
of the staff. Environmental responsibility had very high negative cortemen
because of the excessive use of plastic cups. Although, and as explained by the
hotels, the usef the plasit cups is necessary in the beach and around pool area
for safety reasons, it is possible to trade the disposable cups for reusable ones and
tod op using straws. The guestsd educati
mainly as a nedee factor. hdeed, many of the guests were bothered by other

on

guests who didnét care about food waste.

the guests woulgile food on their plates during the breakfast, lunch and dinner
open buffets and then barely thuthe food atall. Some of the guests also

woul dnot mind throwing their trash everywhere

cigarettes in the sand, plastigps in the sea).
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Overall, the reviews confirm that there is a significant difference betweerSRe C
activities seen by the hotels under review on the website and the practices seen
and known by the guests.

C5R value appears on websites

- Environmental
Responsible ibilit
attitude, Guests responsinility
N (mentioning in a
education, Equal N
re negative aspect) =
opportunities, Local
. - VAG1
community (English) )
Local envirenment,
=VAG2 .
\ j Local community,
CSR comments not SR comments mentioned
mentioned on Tripadvisor on Tripadvisor
Responsible Employees” attitude
products =VAG3

CSR value doesn't appear on websites

Figure 1 Value-action gapsSource: own editio

After analysing hotel websites and TripAdvisor feedbacks, we compared the two
results to answewur third resarch question: which CSR topics formed the value
action gap Figure 1). For the Fiesta Beach Hotel, the CSR information available

is extensive ad covers many areas of CSR, but, although feedback shows seven
categories out of eight it is dtitonsidered &AP as in each category only one or
two factors are mentioned. The CSR attitude of the hotels has been mentioned
only two times by the guestsConcerning the environmental responsibility,
although the website emphasizes that towels and sslaget changednly on
request each day, in practice, the opposite is true, although only a minority of
guests find it difficult to get fresh towels every dd&esponsible products are
never featured on the website and in the reviews, so in this CSR gatggests
expeaience what the hotels write on their website. The education of the guests is
not strong enough, as there are some cases mentioned. Whichoituinate
because guestsd education can be a key factor
more esponsible. Té beauty of the local environment is very welcomed by the
guests.

Value-action gaps could be seen between CSR topics on hotel websites and gues
reviews on TripAdvisor. On the one hand, there are topics that appear as values on
the websiteshowing thathey are important CSR activities in hotel operation, but
the guests experience the opposite of that, which they also mention in comments
mainly related to environmental responsibility. Towel reuse and plastic cups were
the most commonAGJ). On the othehand, we can find information in certain
CSR categories on the hotels website, but guest reviews do not include the topic at



all, such as the iolvement of the local community and the attitude of the
employees. That is, the value appearsibutot percaied or noteworthy by the
guest on the activity leveVAG2. Thirdly, we may experience a vakaetion gap
in the sense that the hotel itselfedonot display the CSR topic in its values, but is
nevertheless highlighted by guests as a pes#aspect of th hotel's CSR activity,
which applies most to tVWAS3.empl oyeesbd

Conclusions

Based on the results of the reseatble, folowing steps should be considered for
successful CSR practice® implementnot just mention the€CSR activitieson
websites or formulize them as future goals; to strengthenetivronmental
responsibility activities; to expand the use oésponsible prodcts as this is
always valued positively by guests; to malkeal environmentgreen where
possibé, as Y1 et al(2018) environment encourages tourists to be more
environmentally conscious; teducate guests a more detailed, frequent, and
understandablevay, using interfaces that truly deliver information to guests, such
as towel change in the bablem, behavioutowards alinclusive buffets, turning

off all the lights and AC/heating system before leaving the room and throw
garbage in indicated contaise to emphasize on equal opportunities and widen
accessibility; to work with théocal communityand possiblyrvolving guests; to
makeemployees' commitmetd CSR visible, since this is not reflected at all in
staff feedback; to highligheconomic respusibility; to requestmore and more
detailed feedback from guesss they highlight the valugcion gaps thabeed to

be solved.

The study evaluates the CSR activity of hotels by analysing guest reviews, adding

new results to the literature on resporsilaccommodationHowever, based on
the results, we see that there may be differences betweeansédp and

swstainable accommodation strategies and real hotel practices, as we have

experienced a valsaction gap in three ways.

In our study, we examinednly thewebsites and guest reviews of fif@nisian
ecolabelled hotels to explore the valaeion gap. Howeer, looking at top green
hotels in other countries and taking into account different national and cultural
differences may increase the validiywd generalizability of the research. The
study is limited to only 5 hotels, so it would be woiticreasing te humber of

hotels analysed to generalize the conclusions. Unfortunately, it has been

announced that the Tunisian Ecolabel has been cancetlea, the future we
would like to examine closely the reasons of this failure as well as observe th
practices ohotels in Tunisia that have standardized labels.
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Abstact : Pi sano and Shih have written arbout
2012. ltmeans a critical mass of buyers, suppliers, competitors, infrastryctdrecated
workforce and uniersities andother educationalinstitutions in a gegraphial area.
Industrial commons arise from a sslfengthening cycle, whereby companiemnt to be

as close to their buyers as possible, which pulls along their sup@taronk. Their theory
was basd on their omm i Americani exp er i enc e [lanomyisvdifferéentd Bas e
example in Eas€entral Europe the whole economical system waseéedggehind he
market and they tried to do their best to keep up. The questioaHezd: is there any
possibilty to changdhe direction andna k e t h e cAmmonbdosthemselads? The
most spectacular element of this system is the basic infragteuddavirg public roads,
railways or river ways could make a cityor even a re@n i rich and wealby but lacking
such eéments of infrasticture could make tme poor.In my presentation | would like to

t

he

point out that governments can go upside dowr witn  tchues t Aii ra | commonso

decide where to invest first.

Keywords: industrial commons, basic irdistructue, EastCentmal Europe, regioal
development, industrial g#dopment

Introduction

The purpose of my study is to present the infrastructungdtsin of Hingary in

the 21st century, with special regatdshasic infrastructurghrough an Ameriaa
economé concept. Aer reviewing therelevant literature on theubject, |
examine the views on infrastructure and the different schools of thoughisin
respet. Then, by means of the relevant Hungarian ,dateould like to preset
what opportunitie the curent governmet has for develoing its economy instead

of a bottomup system fundamentally based on the situation prevailing in the
USA. Due tothe scale ad magnitude of the topic, | am only dealing wtitle road
network as goart of the basic finastructire, as theyare spectacularna quite

Aindus
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expensive investmesithat can only be realised with the involvement of the state
in the planning, finaring and imgpementation of the projects concerns.

1 The Concept of Industrial Commons

Pisano and Shih (2@) call industrial canmons a criticalmass of suppliers,
customerscompetitors, skilled labour, universities, and infrastructure that belong
to the sara industryand are located in a particular geographi@a¥hile Porter
(1993) empasized competitiotetween ompetitors, Bano and Shih ftus on

the symbiotic relatioship between economic and state actors within the industrial
commons.

The formation dindustrid commons was described by the two author®bews.
Companies want tbe close to theirustomerswhich attrats suppliers. Ifa new
competitor enters the arket, its most logical gamteory move would be to
settle in the vicinity of its dsting rivd system. This will attract additional
suppligs and skilled labour tche area, and sooner laterthe universies and
infrastructure that will serve it willemerge. This virtuous circle then will work
spontaneously.

A key feature of industal commonds that every economic entity benefits from
its existence due to the fathat it provides darger workforce andthus allows
knowledge to flow between compasieBecause of the concentration of the
supplier system, for example, in accordancthwhe fiveforces by Porter (2008
[1979]), competition bcome fiercer, which willdecrease the cost dahe
company's raw magrials and reducetheir bargaining power.

The process of formation also shows how an industrial commons can disintegrate.
An econanic downtun or, for example, outsourcing may result e tabove
process stoppingr even reversing (Ps a n bih, 20125 Sppliers and skiéd
workforce usually move owhen companies go out of business or stop operating.
Declining labour supply and ineasing bagaining power of suppliers will result

in intensified industry competibin (Porter, 2008 [1®0]). This can be amientive

for compmnies to outsource or can sacompanies to go bankrupt. Similarly to
the evolution of industrial commons, thdiecline isa selfreinforcing process, but

a vicious cirte this time.

The best exaple for this in Hugary is he automotiveindustry, whichl have
previously analysed fothis purpose (Duczon 2019). It becomes clear, that in
order to develop the nationadconomy, i may be necessary to develop
infrastructure wthin the country, which @y attract new compages to he country

or reduce tension diween different regions with the country. Infrastructure
plays an important role in the life of a company, safo and Bih (2012) noted

in their model, because thésence of it makes it almbmeaningless to &dblish
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a company in aparticular geogaphical unit. This is almosin line with the
European Union's White Paper on Transport, whereby abwétlinfrastructure
can contribute to the prosperity of the regiayf the Earth and has @ingulating
and econmic impad. (White Papr, 4)

Following the change of regime, sever@ar factories have been established in

Hungary. They i ncl untlSuzdidEsztergqmy olowedgyot t h8r d) a
Audi (GyRr-BenMeft Kedeke m®t ) and most recently B
From the number of factories, it is easy to see that Hungas/beaome a

favourable location for the automotive industry, because over the ysarioas

sydem of supplier has been established. Thisahafe development of industrial

commons, which laterdcame a selficcelerating, productive process.

2 Definition of infrastructure

Today, infrastructure is one of the most widely used and muchtdiponcefs

of economic development. The original mewy of the word in Latin means base
structure, basic stoture or simply the basis or fundament of something. In the
modern sense of the world, it usually has technical connotations, as it will be seen
later. Theuse of the term became widespread domigathiring major wars, such

as during the Second World War the United States while, according to other
opinions, akarly as during the Napoleonic wars. To supply the huge armies in the
19th centurysome specldransport solutions were needed that regfllongterm
strategic planning. This is how the constion of various roadspaved macadam
roads and later railays - has gained momentum, which is still play indispensable
and important role in@nomic advities. Researchers and experts agree ttiat
development of infrastructure can have a major impadhe social conditions of

a certain area (country, regiosettlement), both in positive and negative sense
(Brodorits, 2004, &7).

The concpt of infrastructure has been the subject of severalepth studies by
economic experts and continues to bwgic of debate for experts in the field.
Due to the numergs definitions, it may be necessary to classify them at some
level, as they represerglativelywell-defined thematic units.

The Americanschool of thought considers infrastructure mainly as eersdt

technical concept. According to Hirschman, due tosttade of the infrastructure,

it can be considered as "social overhead capital" Isecaithoutit, no economic

activity (e.g. productiongan be pursued. In this sense, it not only covers tedhnica

content but also includes other measures necessary doorei functionality

(e.g. legal regulations-p). public health, etc.) (

On the otler hand, the German school of thought difghlights the underlying
institutional and humanreesoure issues of economic activities. In Jochimsen's



view, not aly material infrastructure but also institutional (1) and intellectual
infrastructue (2) are equired for an efficient (economproducton) system to
function. The former includes all the trddits and customs of economic
production. The latter contanknowledge made up of individual skills and
experience and its various corporate elivsions (Bodorits, 2004, 9.0).

Using the results ofhe two schools of thought, there is acsdled structual
school which is striving to achieve unity. Accordingdt@inbergen, infrastructure

is the basic structure all production is based on, anduah, itis considered a
superstructure. Metastructuis found between the two, and, in accordance with
his analysis, it represents the institutiorsgdiritual sphere fothe system. This is
due to the fact that structuralist researchers do not corisigessibleto create a
global infrastructure, becautieat would result in the loss of unique characteristics
related to a specific place (Brodorits, 2004, 11).

The mini encyclopaedia of economics, compiled in this spirit, illustrates the
concept as fotlws. Infrasructure is "the collective name for econicraonditions
(road network, transport, ports, utilitiggblic education, etc.) that do not directly
participate inthe production process but indirectly influence the development
opportunities of prduction" (B ¢ 1 1 & Var s§gdi 1972, 170).

Accor di szggfalvid200Q)Rinfrastructure is one of the key elemenit
economic development. His theories, divide them imrhajor parts. The first is

the socalled technical (lantbased) infrastructure, ihaing trarsport,
transportation, energy, water andniation and sewage systems, as well as
communications antelecommunications network and facility systems. The other
one, social (human) infrastructure includes housing, trade and catering facilities,
healthcareeducational and cultural institutions; i@rs facilities for sports, mass
recreation and leisure.

2.1 Basic infrastructure

Taking the different approaches in cwesation, it became evident how diverse
approaches the experts apply when targetiagh segmerof the infrastructure.
However, it nay be necessary to use a single firm concept, rather thanea wid
variety of definitions requiring technical and enginegribackground. An
excellent example of this is the widely used system of conditioogikras "bas
infrastructure"”, which includes esstial things which are in fact essential for
pursuing any ecamic activity. Accordingly, the following technical conditis

are included here:

A Road network (road, fixed track, [railway], airways, watgriva

A Water supply and Sewerage system (drinkimgter network,
sewage network)

A Power management (gas and aleajrid)
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The development of basic infrastructure playsajomrole in the competitiveness
of a country. As one can see, it contains basic irequents wihout which
production is almost comglely unthinkable. Its development can make a major
contribution to the development of a settlement or region wherebgnitiecrease
the fragmentation of the national economy and improve the quality obflifes
citizens (Brodorits, 2004).

Development binfrastructure can have a strong impact on several sectting at
same time, as its development and maintenance casantindustrial common
attracting different suppliers and workforce. A typical exbmgd thiswas railroad
construction in thel9themtury, where the emerging railway network in fact gave
a new nomentum to the development of mining and heavy industryoday's
sense, infrastructure development can be considered not only in the shokue
alo in the longer term. By building theasic infrastructure, old companies can
gain a competitive adwiage (for example, by building a new access road) and
attrad new settlers to the markets.

2.2 Road network

A special feature of transport infrastture is hat it has a point and lidée
structure at the same time. In this sense, public roads and fiaekl siystems
(railways) represent the first category, white second category includes air and
waterways. Taking a closer look, however, they mot clea either: while a ring
road or jurction, as the name implies, can break the linear character of rrads
air corridor or the water itself gives room and fléktly to the latter category
(Brodorits 2004).

The European Union (EU) policy has g@aiarticula attention to the improvement

of European transport conditions, which was made possible by theTTEN
programs mentioned above. In the 2D19 period, the Eopean Commission
subsidized 45 projects, granting EUR 1.1 billion (1.07 billion frinv® Cohesio
Fund) was added. Three furthaograms in the territory of Hungary but without
Hungarian beneficiges, were subsidized by granting EUR 35.9 million. The
majority of the tenders realised under CEF (Connecting Europe Facility) were
actual impémentatiorworks (20 projects), there were &tludies and the rest (14)
included both. The figure below showgtamount of the subsidies concerned.



Table 1. CEF Transpoftnding per transport mode

Million euro Number ofprojects
Rail 860 11
Road 133 10
Inland Waterways 83,3 13
Air 15,6 11
Total 1091,9 45

Source: CEF Transport Grants, 264@19

It is clear fom the statistics that the railways benefited the mosh fitee four
major means of transport, with 80% of the total subsidy being given 1ét.
develgpment of public road network, which is relevant for the aim of this study,
had a relatively modest ate of almost 10%. However, the development of inland
wateways required the highest number of projects (EUR 83.3 million), which
may be the caequene ofthe concept of environmentalfyiendly transport and
the opportunities lying in the utilisation adomestic rivers. The European
Commission has provided 86%the total funding for the development of rail and
waterway transport, which is axaellent opportunity to tackle the challenge of
green transport, one of the EU's objectives. (CEF TransporeGz20d.9).

Road infrastructure can therefore play a key olthe rise of industrial commons.

In this system, each element has its own taskyré&ssvays ad main roads
represent the main bloodstream, i.e. the development and maintenance of them are
of pamamount importance for various economic activities (tradevices) and
tourism itself. Main and secondary roads can represent a major economic
potental, especially for agricultural operators, as their development and
maintenance can facilitate accesgsheir lands and the transport of products. The
role of thelocal, lower level roads in this structure is the involvement of local
communities inthe main Hoodstream. This is also significant because, in many
cases, this can be the only way out of the wmdf@able economic and social
processes for micreegions. helabour force tend to migrate from the settlements
permanently, leaving only theddrly peopk at home. As a result, these areas may
lose out on large investments, thus they imped the emergahdedustrial
commons. Development of public roads can htpenable typically small
settlements to join main roads.

It is evident from this tat thestat can contribute to the economic activities of
certain regions from top to bottom and determinedtsire path of development
through developing the road inftucture. Here, too, the saying goes, anyone
who is left out of this development planay missout on economic investments
that could even determine the future of a region.

The National Transportnfrastructure Development Strategy, issued in 2014,
detalied the government's views on infrastructure development. Programs using
both Hungaria and European Union funds can contribute to the country's
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economic competitive edge and create new opportsniiie the Hungarian
economy. The most prominent of the agiemal programs for 2022020 is ITOP
(Integrated TranspoiDevelopment Operative &gram) its first priority is the
development of International (TEN) road accessibility.

The first parEuropea transport development was decided on in the 1990s, with
the aim of involving countries outside the Unionthe East. After lengthy
negotiatiors, the Eurgoean transport ministers adopted the new, multimodal
corridors in 1997, named after the city where tielated decision was made in:
Helsinki. Five of them pasthrough Hungary, such as Corridor IV. (Berkn
Budapest- Istanbul axis), CorridotV (Venice - Trieste - Budapest- Lvov),
Corridor V / C. (Plocse Sarajevo- Budapest); Corridor VII (Danubend X / B.
(Budapest Belgrade) (Fleischer, 2002). Fleisch2002) pointed out at an early
stage that the Hungarian transport structure, wkdcim fact a singlecentre on
(Budapest), faces serious challenges, therefore we cannot accept the European
efforts that make these challenges even more severe. In mi®mpHungarian

needs can be helped by Noefbuth and Eastest type developments,hich

could both alleviate the burden of Budapest and the resort towns around Lake
Balaton, and respond to loaaeds (such as the SzolRdke s z pr ®m mot or way) .

Figure 1. Tle Helsinki corridors
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Following the EU accession of the region (2004), the perception of thess rout
has changed since they are now part of a common Elégtrathat was the



beginning of the rise of TrarlBuropean Networks (TENSs), which abasedon

naional landbased infrastructures. Developing and coordinating them can

increase cohesion and moljlivvithin the European Union, which was one of the

primecomit i ons of the organization (free movement)

An important goal isthe irtercannection of different means and directions of

transport through the development of intermodal nodleN). They intend to

connect different transport systems $sveral ways, thereby increasing the

competitive edge of the area and connectingittethe eonomic circulation. The

foll owing nodes are going to be built in the
Ny2regyh8za, Sz ®kRicske Honmdlya; ®l7)., Tat ab8nya

2.3 The Hungarian public road network

The construction, operation and maintenarfcpublic rcads is considered to be a
very costly investment and the sector is therefore subject to state itiienve
Well-constructed roads have a slow return; therefocal governments can only
monitor traffic roads of local character.

The tasks of ta state rehted to infrastructure are very broad. They include the
operation and maintenance of the existingdrazetwork. They can provide
resources for this in differentays: on the one hand they can help investments
with renovation programs (from dontesor EU surces), and on the other hand,
they provide funds from the fees related to road maintenance. Té lehthe
toll-road network in 2017 consisted of two magections. The first includes the
expressways (motorways), which were then about 1dEGnetreslong. The
second part is made up of toll roads for trucks, which were 6,849 kilometres in the
same par (Homolya, 2017).

Due to the state's influence, it alsesponsible for design and construction. Its
purpose is to enforce national econondeects, wich may have several
elements. From the economic point of view, the most important aspect is te ensur
adequate competitiveness and the establishment of imlusobmmons as
mentioned above. The essence of-boftom organization in the formati of
indudrial commons is that government decisimakers can use the infrastructure

to attract investors tohe country to develop the national economy with a
multiplier effect. An excellent example of this is the formation of the Hungarian
and Slovakia automotive industrial common.
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Figure 2. The Automotive Industrial Common of Hungary and Slovakia and its
Periheral Area
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Source: edited by the author himself baseddela by Invest in Austria (2018),
Slovak Investment and Trade Development Agency &20dnd Hungrian
Investment Promotion Agency (2012).

The figure clearly shows the geographical location of theoraotive
manufacturing capacity. In my previous work (Danz2019) | have already
presented a detailed analysis of this. From our point of vieis worth paying
attention to the peripheral areas of the country. As industrial commons evolve,
there is atendency to have parts of the country that do not benefit them.

They include the southwest and northeast of the country, which do nubfthie
existing structure. Therefore, it is a priority task for the state to ensure that these
regions are sonm®w involved in this system. This could be achieved by the
development of education or, for example, a through a series of infrastructure
reforms.

The govenment therefore intends to develop irt@untry mobilization in several

ways in order to reduce lging regions and increase economic investment. This

could hdude connecting county seats and towns with county rights into the

motorway networka goodea mpl e of thi s was taking motor wa)
The next step could be the extension of the varioustieg motorways to the

national borders, whereby transpagl - regional- economic relations could be

developed, too. In addition to maintece tasksimprovements and developments

are also needed, including the construction of bridges, bypassesx2itan@

highways as part of the national strategy.



Table 2.The Key Data of the Hungarian road infrastructure in 2017

Length of motorways Length of expressways
Indicator / dimension per 100,000 inhabitants | per 100,000 inhabitants
(km) (km)
Central Hungary 4,9 14
Central Transdanubia 18,7 24,7
Western Transdanubia 12 33,4
SouthernTransdanubia 26,3 38,2
Transdanubia 18,8 31,7
Northern Hungary 12,3 15,3
Northern part of the
Great Plains 1 13,5
Northern part of the
Great Plains 14,2 17,2
The Great Plains and
the Northern areas 12,4 15,2

Source: Figures in #table have been calculated by the author based on 2017 data
by CSO.

It can be concided from lhe data that Southern Transdanubia is the worst in terms
of motorways (26.3 km of motorway for 100@Mhhabitants), followed by Central
Transdanubia (18.7 kmof 100,000 inhabitants). Northern Hungary, mentioned
above regarding aomotive indugry, boastdetter conditions in this respect, with
having 12.3 km of motorways for a hundred thousand peop®917. It can be
stated that Transdanubia, especially @stls-southwest corner, has a significant
disadvantage in the developmeritmotorways which camot be mitigated even
by the industrial unit |l ocated icar t
factory). A similar trend can be observed in terms xfressways. Southern
Transdanubia has the worst situation once again2 (& for onehundred
thousand people), followed by Western Transdanubia (33.4 km for one hundred
thousand people). In congta Northern Hungary boasts better figures in the same
indicator: it has 15.3 km of expressways per 100,000 inhabitants. Takiluger ¢
look atthe 2017 dta, one can have a better understanding of the strategic vision
behind government development pragsasuch as Intermodal nodes. It also
draws attention to theegional disparities that the government must pay attention
to if it is to avoid dewbilizing the country.

he western
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Conclusion

Based on the ideas of Pisano and Shih, it can be concluded that the Hungarian
infrastructure development contributes to the establishmah industrial
commons. The Hungarian government is actively inwlivethe creatin of such
structures, which can simultaneously increase the country's competitive edge and
bring the different egions of the country closer to one another. The European
Union's development programs and subsidy systems can contribute to the
development ofa country'scompetitiveness. This will enable them to be
integrated into the European market and then intogtbkeal market. One of the

best examples of this is the déyament of the Hungarian basic infrastructure,
especially the issuefaoad network dvelopment.Comparing the regions, it
became evident that without the development of the road network or the
maintenance of the existing one, there could be parts ofoilrgtry which may be

left out of the great economic developments. Efare, the statenust takeactive
initiatives to ensure that these lagging areas should not disappear for the economy,
on the catrary, improve their situation through various proposals.
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Abstract: Work as an IT professional comes withique circumstances, especially with
proper language skills. Labor shortage,zéms of specializations, borderless opportunities,
appreciation can characterize the life of a wedlveloped IT professional. Because of the
high added value, the multinationeompanies are willing to pay a notable amount of
money for them, and next tg they could be the heart of the Information Technology
Startups. This research examines the entrepreneurial willingness in the IT sector.

Keywords:Information technology, I$alary, startup, entrepreneurial willingness

Introduction

Hungary is a populaiarget for foreign multinational companies to outsource their
IT requirements or to establish a new site for their corporation. The information
technology related area allovier Hungarian employees to create goods without
raw materials. The IT field givean excellent occasion for entrepreneurs and

startups to break out from the Eastern European circumstances and reach globally

significant success. It is the goal for the parsthe nation, and the government to
improve and support the Hungarian startupd entrepreneurs.

Our research examines the influencing factor of the entrepreneurial willingness of
IT professionals tries to reveal the positively influential conditions.



1 StartupandIT

Startups, as an entrepreneurial form, did not appear in the publid until
recently. Lucky and auspicious are the people who saw the opportunity and the
potential, since the attitude of the entrepreneur plays an essential role in the
success of a startup.

What is a startup? There are so many concepts behind this da)sivieether we

are talking about an inside person or thinking of a startup as an outsider. There is
no clear definition for startup in this case, but an outstandinguptast about
giving the world more value. It offers some niche goods or services.eAsahd

is packed with many different technologies, using them as a startup is primarily
about providing innovative solutions to the public with the technology.
Fortunatdy, building a startup has one of the attributes of globalization. A startup
entrepreeur wants to make the world a better place with the values that his
company provides, even globally, as fast as he[thn.

Startups appear in Hungary with a minimal number, but nowadays, they are
bursting hto the public consciousness, so at the level of competitiveness, we are
moving closerto the Western ranking. Perhaps this was also because the
Hungarian mentality was less supportive of entrepreneurship. However, this is
starting to turn around, with thresult that more and more people are willing to do
business. The reasons, of couraes individually chosen, mostly because of the
negative experience they want to make the world better, to step into something
better.[2], [3]

As mentiored, the world has become obsessed with digitalization and technology,
S0 in most staups it is not possible to not employ a weedined IT person, be it a
programmer or a developer. The local Forbes' press researched the hottest
successful startups in Hgary. There were 15 startups, of which 12 so 80% of
Hungarian startups are heavily F€lated. Furthermore, this is why IT plays a
significant role in the life of these businesgés.

Besices, the features of a startup can be listed as beintp-dgte and
continuously innoating. IT technology is also continually evolving, and those
professionals who are open and able to keep up with the constant revival of the
world are becoming more ttp-date in the startup world, essentially becoming
critical people over timeAs with aimost all of our competencies, as starting a
startup can be practiced within various domestic competitions, competitions, and
incubator programs. These include the Be $mst@rtup competition and the Start

it @ K&H incubator programParticipating in thesprograms has many benefits;

for example, if a team has a good idea, the team will receive individual mentoring
from start to market as soon as possible. It also helpsrtonize the number of
crashes. The Statista investigated the reasons that coultbltael failure of the
business. Moreover, these are no market needed, no money out there, poor product
quality, and pricing/cost issudd], [5]1[7]
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2 IT salary

Theaverage gross salary of fdlme employees at the national level in enterprises
with a least five employees, in budgetary institutions and in -profit
organizations that are significant for employment is 371,100 HUF in 2019
April.[8]

The Hungarian economy is growing aftbie last economy crisis, and it is still
evolving. However, the inflation of the Hungarian currency is high too.

In the everchanging IT labor market, labor shortagese still significant,
accounting for about 22,000 vacant positions. R&D centers aenimp
companies in many sectors are undergoing digital transformation, new positions
and new technologies are emerging, and salaries are rising; these trends and
expedcations will also characterize 2019]

Thefigure 1shows the salary difference of some randomly picked senior positions
based on the Hayslgsiry report. It is essential to see the year distribution of salary
growth [9]

Sr. Security Engineer| Sr. Project Manager | Sr. Network Engineer
Year Salary Ratio Salary Growth| Salary Growth

2016| 950 000 Ft 1100000 Ft 650 000 Ft
2017| 950 000 Ft | 100% | 1100 000 Ft| 100% | 850 000 Ft| 131%
2018| 1200000 Ft| 126% | 1100 000 Ft| 100% | 850 000 Ft| 100%
2019| 1200000 Ft| 100% | 1200 000 Ft| 109% | 850 000 Ft| 100%

Figure 1
Salary growth of randomly picked IT positiofig]

Thefigure 2shows the top salaries based on Reachreas. The IT sector has the
notable fourth place from 39 another area based on theepoeserdtive results

of a Hungarian salary site, which is a wiellown Hungarian salary database, but
the statistics is from setfeclaration not from an officiatontrolled source. The
best in the result is the Company lead management area, and the HeadafIT sa
is 1 164 350 HUF. As we see, the average salary of the IT area in thg26p 5.

Area Avg. salary
Management 1027 684 Ft
Leasing 642 214 Ft
Management 612 914 Ft
Information technologies 583 154 Ft
Technology, development 576 772 Ft

Figure2
Information technology area average sal§9]



The NoFluffJobs job portal offers jodddvertisements with salary ranges based on
experience, and an I T Security
200 000 HUF based on the information available on this site. The gross salary of

an IT Project Manager is around 900 000 HUF, andSioNetwork Engineers,

they would offer 900 000 HUF and for Senior DevOps Engineer 1 500 000 HUF.
Based on the previously mentioned results, we can bravely say the IT sector has

excellent salaries for experienced IT experts.

3 KATA tax

In the Hungarian tagystem, KATA (Itemized Tax for Small Taxing Businesses)

t ax

is the most popul ar

and

Who is recommended for the KATA tax payment method

f
f
f

1

Individual company,
private entrepreneur,
limited partnership h private owner,

general partnership with private owner.

simpl est

The simplest and quickest of the above options is the private entrepfebeur.

3.1 KATA tax rate

KATA is a flat tax so there is no possibility to the accounting and deduction of

coasts. KATA tax is 25.000 HUF / month in case if you have-a@8 employee
relationship in addition to your individuptoprietorship. But if you are alf-time

selfemployed your KATA tax is 50.000 HUF or 75.000 HUF which depending on
your preferences and your needs. KATA tax is due by the 12th of the month

following the reference month. The tax amount must be trandféoréhe official
bank account nuber of the Hungarian tax authorift1]-[12]

The KATA tax has income limit which is 12 million HUF. If the amount is above
12 million HUF value, in this case the limit tax rate is 40%. It nigspaid not
later than the 25th dfebruary after the current year in addition to the flat tax. In

this case the private entrepreneur will not get out of the taxpayer status of KATA.

[13]
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3.2 Contribution base

In KATA taxation, the 50.000 HUF / month flat tax corresponds to 81.300 HUF
contribution base whilehe 75.000 HUF / month flat tax contutes to 136.250
HUF contribution base. It means that the amount of the KATA tax will cover the
health insurance and pension contributidi]

Advantages of KATA:
9 it can be used optional to multiple taxes,
the amount of the monthly tax is fixed,

1
1 the administration is very simple if you do not have employees,
9 itis choosable, leaveble or modifiable during the year,

1

you will not be deleed from KATA even if you exceed the specified
income account (but it is necessary to pay an extra[fe).

Disadvantages of KATA:

T suggested only in domestic business relatioc
of VAT®6 status,

i in EU and norEU relation the administration of VAT is very
complicated and the simple administration of KATA can quickly
disappear,

1 people coming from different tax netruction will face grand difficulties
in accounting,

I does not make you excused from local business tax, butajpohoose a
special, cheaper solution

you are insured for a relatively amount,

9 if certain criteria persist, you have to report together withr customer,
therefore this may result a disadvantaged situation on the market for
people using KATA,

1 your KATA status can be deleted if you have unpaid tg2é3$,[13]

4 Survey

Throughthe analysis of available resources, We gained a wealth of information.
We discovered many relationships andatieinships that have a tremendous
impact on general IT entrepreneurial willingness. We want to position the new



information even better and getclearer picture of the research area through our
guantitative survey of general entrepreneurial willingness.

The tool of our quantitative research was an online questionnaire created via
Google, and the survey was shared via the snowball method. Atdi29 fill-ins

were achieved during the data collection period. All 129 responses were
evaluated, and no answewere excluded. After the modifications needed for
processing, the Excel file containing the results was imported into the IBM SPSS
version 24statistical software, and the tests were performed with this program.

The respondents to the questionnaire wéd48o male and 36% female. The
distribution of respondents by place of residence is shown ffigiine 3

395 m Village / Township
(+]

= City
County seat
Capital

16%

Figure 3
Distribution of respondentsy place of residencéSource: prepared by the authors)

The distribution of answers shows the entrepreneurial willingness of IT
professionals is differs from other néh fields. The two groups in the figuré

are the IT professionals and everyone elsg, tlae figure shows the IT
professionals are more refusirgainst the entrepreneur world than the other
fields.
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Non-IT field IT Professionals

3%
l 6%

= No
= No, but that can change
37%
Yes, lalso plan to become
an entrepreneur
51%

= Yes, I'm already an

entrepreneur

Figure4
Entrepreneurial willingness of IT and néh responders(Source: prepared by the authors)

Conclusion

The main goal of this researdh to find the primary connection between the
entrepreneurial willingness of IT professionals and the circumstances. Based on
the survey, the most significant factor is an inappropriate leader as they think they
would be a better leader than their leadBisxt to it, they believe they are good
leades. There are several other essential skills, like team organizer skills, and they
think they are popular. They want to redeem the world and do not like being
restricted. Their motivation to become an entrepueniss to create better
conditions for themsebs. Still, the most important thing is to create better
conditions for their colleagues. If the right time is there, they can grant the
necessary capital, and they are confident with their entrepreneurial dagsvl
They see high revenue and financial sigtbehind the entrepreneur life.

The efficient development and operation of startups require sophisticated
knowledge. Thus, having the right amount of capital and the right idea to start a
business is not guarantee of success. Capital is just one #alell-run business

is based on both mindset and culture. Moreover, all of this should start at school.

Lessons should be introduced into the education system, already at the grammar
school level, to familidze oneself with the functioning of all thingsd, thus, the
attractiveness and qualities of the entrepreneurial lifestyle. It is not only these
skills that need to be acquired, but also the knowledge about digitalization, as the
businesses of the futuage already born in the digital world.4]

Prepare prospective students for the challenges they face if they wastame
entrepreneurs or startups. Besidesliggtudents with the skills needed to build a
successful business based on innovation. One of the best ways is to involve
entrepreneurs, which can be done within the classroom or iflesmreng system.
(14]-[15]



To improve the entrepreneurial willingness of IT professionals necessary to make
the economic subject more practiceéented for IT students and improve the
connection between IT bachelor programs and ecorsommaster programs.
Another opportunity to orgaze economics training and workshop focused on IT
professionals.
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Innovation in the Rural Developmentwith
Hungarian Examples

Gabor Gyarmati
Uni ver si tgyarmafi.gaBob@kgkambuda.hy

Abstract: Several studies have examined the relationship between innovation and economic
development and found that there is a link between the two. Rural areas are typically
agricultural-centered, but that does not meéat there is no industry or service area.€Th
study examines the role of innovation in rural areas. How unique or different is the
characteristic of an urban area in relation to the innovation? Research, development and
innovation activities in the quadnés of research, support, education and ediacg as

well as innovation activities, need strong support in rural areas where there are already
disadvantaged municipalities and activities. Research has shown that increasing R&D can
be a first step in adaptg to changing economic conditions. The meoof innovators can
grow even with less successful innovations. Education and training stimulate innovation
and job creation. Producer cooperations can significantly improve the transfer of
innovative knowledgeand promote Euide dissemination among meenb. The
innovative activities of clusters cover the innovation process, from information sharing to
generating joint innovation. Rural development partnerships can generate significant
added value in the diss@mation of innovation by representing socletaluesand interests

and helping to mobilize local initiatives.

Keywords:innovation, sustainabilityrural development.

Introduction

The main objective of rural development policies is to promote the vitality of rural
areas, which includes the peegation and viability of their economic, social and
natural resources. This requires strong, cohesive communities, a stable, strong
economy and the protection and even reproduction of natural resources. If these
conditions are met, the quality of life dhe rural population will increase.
According to Kukorelli (2015), there are five qualittesensure this.

The first is innovation, which helps bring about a new quality that has not been
present in processes or physical reality. Innovation is not ostgial but also an
economic advantage. According to Schumpeter (1980), innovation is a novel
combination of factors of production, a new production method, a new resource, a
raw material, an equipment, a process, a market or a reorganization of an existing
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industry. Since then, there have been changes that have made the concept of
innovation more widespread. According to the OECD (2005), innovation is a new
or significantly improved product, service, process, solution, marketing or
organizational managemeapproach that occurs in practice, in the organization,

or in employment relationships. Any scientific, technological, managerial,
organizational, financial or commercial process that promotes or directs
development. Here's how innovation can be:

Product nhnovation for which the product or service has been significantly
renewed, in whole or in parprocess innovation, in the case of which the
production and logistics method has also been partly or completely renewed.
Marketing innovation means innovatiointroduction related to the market,
product, consumer channels, while organizational and management innovation
means the renewal of management, or the restructuring of the organization or the
development of working relationships. (OECD, 2005)

The second fetor is sustainable development, where we are present on earth in
such a way that both our activities and our existence are viable and sustainable in
the long term.

The third is the competitive rural space, which means that there are production
factors ad methods in the area that ensure that products and services of the right
quality are delivered to consumers at the right price, thus enabling the region to
sustén economic development (Lengy2003),

The fourth is a knowledgkased rural societya persnwith competitive training

and knowledge is in a position to enter the labor market, providing continuous
training for the labor market conditions created by the knowledge economy in
order to sustain its growth,

Fifth is the acceptance of the need fomwninctions and their spreading and
grasping. This is because rural areas are also affected by globalization and
changes that are unrelated to it, with the result that new types of needs, services,
jobs, economic functions are emerging. There may be cbhamgesocial
formations or even in technologies. The rooting of these is a prerequisite for
viability. (Kukorelli, 2015)

1 Innovation and its characteristics

When examining innovation, it is important to look at the level at which it is
applied.Comprehensivegr more local. From this point of view, it is possible to
speak of individual, group, enterprise, regional, national, larger regional, ie cross
border or global innovation. Innovation, if spread and applied, will eventually lead
to successBecause innovain is an investment, that is, whether it pays off or not,



and its payback period is still questionable. It also carries risks. That is, it is far

from certain that it will succeed. The pace of innovation can be intermittent or

continuous. h the first cas, innovation is a change that results in greater

development with new technologies, while continuous innovation is characterized

by an i mprovement in certain functions of the

The concept of rural innovation was inttmetd by Schumper, which differs

from the concept known in the life of companies. The point is that the issue is
examined on an area basis, not on an organizational level. While we have already
described corporate innovation, rural innovation includes tlai changes,
developments and developments that have not occurred in the area before.
(Schumpeter 1939) In the countryside, the extent to which innovation can be
realized and diffused is highly dependent on the relationship between the economy
and society Rural commuriies and societies are more closed than urban
communities and less open to change. Yet change is inherent in life, and a village
man living in a community closer to his natural habitat is rooted in traditions so
much that he rejects, or @&dst is more edious about, change. One reason for this
may be that he is more skeptical of the changes presented by the urban
technocratic man and is more attached to tradition. This may have the advantage
that some of the innovations have not been studn their so@l context and
impact, so that the rejection of change may even be true. For this reason, the
introduction of innovations means not only economic but also social change and
demands a social task. If this happens, it may result in a poshiaege, ie
aceptance of the change. It came mainly in the late 20th century and appeared as
social innovation. It is characterized by facilitating acceptance and participation of
communities in change. (Kukorelli, 2015)

With these new innovations, newtps, goals, newrganizational, regulatory, and
new lifestyles can be achieved. They enable a new and seturtamted life that
is easy to plant and distribute in local communities and institutions. (Zamf 1994,)

As discussed, rural innovationsgrongly tied to the pice, that is, they are created
locally and modified, changed and used there. In most cases, agriculture and
agriculture are linked to the countryside, to rural development. This means
competitive agriculture with high quality and piectivity, the spreadral use of

new technologies. Research networks in the 1970s and 80s facilitated its existence
and spread. So the related product development was solved. Product mediation
and development takes place in the countryside, and its sigredégb connected
here.(Enyedi, Rechnitzer 1987).

Agrarianrelated innovations may include:
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-As innovation requires significant R&D activities, it requires significant capital.
This can result in floral breeding or veterinary development,

- Improvementsri processing, tradingyhich may result in demandriven supply
or use of byproducts,

- in the final phase of production and services, independent innovations such as
recreation, new markets, rural or agoarism.

Networking and diffusion of telecommurittons tools can helgsead innovation
in rural areas. (AKI, 201)

Soil
. Plant, Animals
Production Plant protection, biotechnology
Jeeding, Weather
Quality control

Certification Process Technology

Services Logistics
Food safety
Marfeting
Sales Marfket penetration and defence
Management innovations

Figure 1.Areas affected by agricultural innovation
Source: AKI own edition

If you want to group innovations related to the countryside, the following
solutions can be found.

- production use of renewable ergges, biodiesel, bioethanol or other agricultural
products

use of produebased energy, solar collectors, solar energy, wind energy,
geothermal energy,

- products and services related to the improvement of quality of life: heattdg fo
(whole foods, nosrchemical products), organic or organic products,
environmentally friendly products and services,



- nature tourism activities and recreational activities for the urban population.

Innovation affects not only urban areas but also rara@as. Innovations frortine

city or companies to the countryside are slower to spread, but they have an impact
on the social and economic life there. The creation of innovations can be linked to
centers, which means that their access to the countrysate aglaptation. Such
innovations include:

- processes to support rural urbanization, also known as ceunbinization,
whereby settlements in the countryside bring new experience, increase expertise,
thereby increasing the human and social capital chtea,

- spread and usgf telecommunications, Internet,
- internetrelated services such as health and welfare services,

- ellearning courses. (Kukorelli, 2016)

2 Domestic examples of innovation

Budapest centeresituation is typicaglwhileSz ®k e s f e h®r v §r GyRr and Bud
are the main axis of domestic development. Not surprisingly, this area has the

highest expenditure on innovation. EU and domestic grants are one of the main

sources of domestic innovati6pimseaecat i vi ti es. Acc
counties (Pest, Borselb aZ2¢ mp | ®n ) , t hose invol ved i n i nno\
extremely high development resources between 1991 and 1994. Grosz et al.

(2004) found that at the rural level, the biggest problem faced by organiziations

to provide services in the development process was the unpredictability of their

funding, the low or lack of available resources. This results in a reduction in the

efficiency of these organizations and the risk that funding problems may lead to

their dissolution(Grosz et al., 2004)

In general, it can be stated that the domestic GDP is appro%.46is spent on
research and development.
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Figure 2 Goverment expenditure for R&D
SourceEustat,own edition

According to Gaj z8g- anmhovaBmmjendgrgsourcest he main top
was the development of R&D enhancing services, 40% of the calls were related to

this. More efficient use of aid for R&D service development would support

innovation. However, we are currently experiencing efficiency problems. The

Hungaian support system is unpredictable, unstable in time, based on projects,

lacking a comprehensive strategy that could provide some stability and, as a result,

create uncertainty among applicants. If the subsidy system were to be stabilized in

time, it coud significantly increase efficiency, with the result likely to have an

i mpact on GDP. (Gajz8g- and Gajz8g:-, 2019)

Domestic innovation activity is stable at between 1% and 1.5% of GDP, which is
not outstanding compared to European countries. As dmm@&P increased
steadily from year to year, it can be concluded that the level of innovation
increased in absolute terms during this period as well.

In 2018, HUF 3 129 billion of the domestic budget R&D allocation was spent on
innovation. 30% (39 billionHUF) was spent on research to increase general
knowledge, 23 billion HUF (18%) was allocated to industry, including production
and technology development, 11 billion HUF (8.8%) was allocated to agriculture,
19 billion HUF And (15%) health, with socieconanic research at thexpense of
these sources. (KSH018)



In 2018, companies used the results of all their research and innovation activities
not only in their core business but also in other areas. Companies in the
agriculture, forestry and fishing sectousel the most, with 76% of their
expenditure in their respective branches. Industrial enterprises have the highest
proportion of R&D activities in their main activity (industry (48%), including
manufacturing (47%), public administration, education, healie (45%) and
information, communication (40%)). It is also common for construction and other
market service companies to carry out their R&D activities in other professional
fields. (KSH, 2018)

45000,00 18
40000,00 16
35000,00 14
30000,00 1,2
25000,00 1
20000,00 08 mmmm GDP
15000,00 0,6 e R+D
10000,00 04
5 000,00 02
0,00 0

1.2 /3 4 5|6 7|89
mm GDP 2726|2837 2884 3029 3269 3478 3589 3883 4266
—R+D 114 1,19 1726 139 135|135 1,19 133 1,53

Figure 3 Ratio of R&D and GDP in %
Source: KSH 2018

Resarchand development has not changed significantly over the last decade. It is
typically Budapest and Pest counties where this activity is most intensive. There
were 3,491 research facilities in the country, 52% of which were located in the
central regionof the country. 61% of researchers worked here and 69% of full
time employees. The weakening role of the Northern Great Plain and the
strengthening of Central Transdanubia and Northern Hungary can be witnessed.
Central Transdanubia spent the most on rebeard development in rural areas,

but Northern Hungary was the largest contributor to growth. This is partly due to
the redeployment of central resources and companies located in the regions. South

51



Transdanubia achieved the lowest R&D expenditure in 20t&h is a projection
of the decline in this region.

2010 2018 \
Budapest Budapest
189 304
Deél-Alfold Pest régio Dél-Alfold Pest régio
24 7
14
Eszak- /27 Kozép Eszak- Kozép
Alfold 17 Duninuil Alfold Dunintal
1
' 8 16 ]
Eszak- Nyugat Eszak Nyugat-
Magyarorszig Duninil Magyarorszig Dunintal

\ Dél-Dunintal Dél-Duninnil /

Figure 4.R&D expenditures by region, billion HUF

Source: KSH, 2018

Conclusion

Innovation activity is not only important for the national economy as a whole, but
also especially for ruralevelopment, asural areas are less open to development
than in urban areas. The seclusion, or traditional wisdom, of these areas can only
be resolved through int@ommunity cooperation and agreement. In economic
terms, there is certainly a correlatiostlveen economicevelopment and the level

of innovation activity, which is why it is of the utmost importance to make people
living in these areas open to innovation. Regional differences in Hungary are also
reflected in the intensity of innovation acties. In the cenél, industrially more
developed areas of the country, its extent exceeds that of the underdeveloped
areas, and this should be given special consideration in development.
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Sports Secto in Focus Changes in theEconomic
Data of Sports Organizations

Zsuzsanna Gosi
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Abstract: Hungarian sports funding has undergone significant changes in the past decade,
and the sector, mwviously strugghg with a lack of resources, has become a state
sponsored strand. The study presents the differences by analyzing the accounting
statements of different types of sports organizations and by using economic data from
sports companies. Econ@rdata were cotéicted from the organizations' publicly available
accounting and financial reports. The incredible change is illustrated by the fact that the
per capita income of nonprofit sports organizations increased nearly fivefold between 2011
and 20T. Financing thragh the corporate tax system, which is a special Hungarian
subsidy system, is well reflected in the revenues of the sports federations concerned. The
total revenue of the six affected sports federations increased from HUF 12 billionlin 201
to HUF 58 billion. Furthermore, accounting reports highlight the fact that NGOs in the
sports sector have a special asset structure. This is reflected in the ratio of accrued
expenses and funds.

Keywords: sporsector, sporfinancing, subsidy, finandiaeporting

Introd uction

Recently, sport has become one of the determining factors of the national
economy in Hungary. Growth has been ubiquitous in the various forms of
organizations operating in the sports sector but to a varying extent. Changes in
economic characterisicin the sports sector can be obtained from public
economic reports, data from the National Tax and Customs Administration (NAV)
and the Central Statistical Office (KSH). In the course of the analysis, the
accounting reports of sperfederations and sperassociations were reviewed,
which, in total, represents nearly two hundred reports. This is complemented by
the public data of the KSH and the data on sports companies with the assistance of
the NAV.

The role of public fundig in the Hungarian sports dec has increased since
2010. On the one hand, the amount of direct state aid has increased, and on the



other hand, with the introduction of the TAO system, part of the corporate tax
payable by businesses has been transfeordtetsector. The three mapillars of

the funding system are the funds through the corporate tax system, development
support for priority sports and the developmental program. This process is
reinforced by the central budgetary support of internatiomad domestic
competitions. Theevised sports strategy has enabled the development of many
areas of the sports economy, including the creation of sports facjlifie3he
change in funding was necessary because the sports sector in Hungary had been
strugding with a lack of resourcefor years. In the socialist system, the state
provided the majority ofunding but after the change of regime, neither the
business sector nor the private sector was able to provide sufficient resources.
However, spds fedeations continued to be deped on state aid2]. And

while the goal was to create martetsed financing, even during this period, the
state appeared as the founder of public bodies and public foundg2jorighe

sports sector is receiving irgasing #ention not only in Hunganbut also
internationally. Among the entertainment industry, sports developed the fastest
[4]. However, going to games in Hungary is still an unattractive form of spending
free time [5]. As a consequence of economic wtio, besiles norprofit
organizationsprofit-oriented enterprises have also appeared iff@his

The aim of this new support system is the promotion of the participation of
younger generations in sports andpiration for a sporty lifestyléAs a longterm
goal, it is importantto mention hat the system also increases the social base of
pastime sport activity7], improving the health of the population in the long run.
In an economic sensghis is also important because sport activities that are
suitable for inproving the health of thosearticing it are not only durable goods
for consumption but are also capital go¢dk[9]. Apait from all this, sports can
contribute to the social development of a locafify)]. [11]. Expenses devoted to
sports en also incease economic efficiencylt also has to be taken into
consideration that competitive sports are often seen by certain nationscad sp
kinds of resources that can improve national Wwelhg[12].

1 Sports organizations

1.1 National data for nonprofit sports organizations

Nonprofit organizations in the sports sectare operating in many forms:
foundations, nonprofitsompaniesand sportsissociations athe most widespread
form. The sport@ssociatioris the traditional organizational unit of thiingarian
sport, the workshop of leis&l sports, competitive sports, talent management, and
youth training. As a result of the change in funding, the number of-profit
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sports organizations and their revenues also started to increase, which is duly
reflected in Table 1In the $udy, the kown dae of the recent perib are
presented every two ges.

Table 1. Some typical data ofnon-profit sport sector

Source: ksh.hu

Number of Proportion of Total Rate of

organizations within ~ income  income within  An organization
orgaizations | the nonprofit sector (billion nonprofit avarage revenue

i (%) HUF) sector ((%) thousand HUF
2011 7 563 11,5% 52 4,2% 6 848
2013 7722 12,00 77 6,2% 9920
2015 8 865 14,3% 179 11,6% 20 202
2017 9269 15,2% 291 15,1% 31 373

As Table 1 shows, the numbef gports organizations is slowly rising between
2011 and2017. Their total revenue increased from HUF 52 billion to HUF 291
billion. This also meant that the revenue per organization increased almost
fivefold during the period under review. Withithe nonprofit sphere the
proportion of sports organizationsdatheir revenues increased. In particular, the
change in the revenue ratio is significant, from 4.2% to 15.1%.

1.2 Spectacular team sports

An important change for the sports sector is that from 201@stleen treated as a
strategic sector at the nat@ economy level. The first economically significant
change began with the introduction of thecsiled TAO support. The word
Gupporf however, doesot accurately reflect reality. As a result of legisle
changes,companiesmay transfer a portion otheir tax directly to sports
organizationdgnstead ofpaying it into the central budget as tax. Thissans the
assignof a certain proportion of therowdfunding With the deployment of the
system, the fig selected sports (football, handball, basketbakter polo,
hockey), the saalled spectacle team sports, have gained significant resources.
Volleyball entered the program on July 1, 2017. The sicanice of the TAO
system is that almost every orgatiaa in a given sport independently develops a
spats development program and submits a grant request, and then, in the case of a
favorable evaluation, becomes eligible to seek sponsordiiper a spats

federation or a sports association. Thas the ame time,the systetd s bi ggest



problem Organizatbns that cannot find a sponsoring company simply do not get
the resources they need to operate.

Evolution of revenue of associations operating in fhectacular sport

As for the accounting and financialp@rts, the accounts for the period 22017
werethe subject of the investigation. The start year is the same as the actual start
of the system. The reporting and accounting systems of NGOs hawehalsged

in recent years, and the unified disclosurelafa is also linked to the year 2011.
Total reveme for sports organizations is comprised of the following main items:
membership fee, state and municipal aid, sponsorship support, sales revenue from
broadcasting rights, revenue from event organizationations, corporate sector
support, financial opations revenue, and in the case of tpectacular team
sportsincome from the TAO support. Table 2 shows the total annual revenue of
the six spectacutdeam sports.

Table 2. Income of federations (thousandHUF)

Source: yearly financial repats
2011 ‘ 2013 2015 2017

Hungarian Football Federation 9478538 19881663 25313769 44922 341

Hungarian Handball Federation 699 048 2458 291 4 363 382 8 191 975
Hungarian Basketball Federation 316 653 2192 004 2962 311 4 208 181
Hungarian Ice Hockey Federation 549 575 1138029 1109 414 2171 159
Hungarian Water Polo Federation 597213| 1193 547 993 399 2277 467
Hungarian Volleyball Federation 100 603 259 955 563 828 913 993
sum-total 11741 630 27123489| 35306 103 58236 40

Table 2 shows a significant increase in revenue for each federation involved in
spectacular team sports. The specialty of the Hungarian systémat income
categories are not regulated by law. Thus, some federations haveéhestagport
received through the corporate tax system as a central budgetary aid and some
have not. The lack of regulation is due to the fact that these revenues haxe no
implications, so they are not really controlled by anyone. It is clear fronalhe t

that the total revenue of the federations has increased fivefold. Since the TAO
system not only provides funds to federations but also to associations directly, the
capital inflow into the sector is higher. The purpose of the system was to support
spats for the new generation and implement facility development projects. The
figures show that this will be achieved, as the number of certified players
continues to growAnother expected effect was the improvement of effectiveness.
Indeed, according to searchon football, the results achieved in the field are
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greatly influenced by the amount spent on each td&n[14]. However, there is
still no significant improverant in this areaOf the spectaculaeamsports, only
water polo continued to qualifpf the Oympics.

The structure of assets shows a significant difference from the general one, both in
the ratio of accrued expenses and in the proportion of cash.eFigaghows the
accrued expenses. For an average organization, this percentage is afewnd a
perent. In the sports sector, it has a value of more than 15% everywhere thanks to
multi-year subsidies and pefancing facility development projects.

70% 64%
60%
50%
40%

30% 24%

- 18% 15% 18% 159

0%

Figurel. The proportion of passive delimniation, 2017
Source: yearly finandal reports

The proportion offundsis shown in Figure 2. Businesses strive to have enough
cash to pay offshortterm liabilities In the case of sportsederations, the
extremely high rate is justified by pefsinded projects and facilitinvestments.
Most of these practs are implemented by spor&ssociationsand are
subsequently funded by the federatidws these amounts are forwarded to the
federationby the state, they appear on a separate account, but findneial
reports of thdederations



Figure 2. The proportion of funds, 2017

Source: yearly financial reports

1.3 Management information for sports associatios

There are several changes connected to the year 2013. One is the daunch
Priority Sports Development Program and the Developmental Program, both
programs started with sixteen different sports. In addition, the government decided
to grant special stateubsidies for six associations. In the first year, all six
associations eeived at least 300 million HUF, which has since multiplied. Each
of the six @sociations selected by the governmentwas sol | ed FfAsuccess maker
big clubso, a c cripatioth bynRpktat (2013}1%]. eVhat & @lsog o
common to all of them is that élf have their headquarters in Budapest. As
previously mentioned, sports asigdions can be found anywhere in the country.
However, if we look at performance, even since the sfdtie modern Olympics,
Budapest's centrality can be observadd the decisn is expected to reinforce
this trend.
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Table 3. Income of sport associatia (thousand HUF)

Source: yearly financial reports
2011 2013 2015 2017

Budapesti
Sportegyes¢ll 446609 1163939 13838469 2 130964

Budapesti Vasutas Sport

Club (BVSC) 395 254 851 129 788 481 1 693 56(
Ferencvs8rosi
(FTC) 403 @5 2 978 203 2 574 869§ 5 469 254
Magyar Test g\
(MTK) 123 365 547 733 1 355 044 1 879 597

bjpesti TETE)
824125 1006293 1075839 1940 71§

Vasas Sport Glb (Vasas)

240 250 773 072 1656259 2165313

In six sports assodians, we examined the membership fee and how it changed.
One year is 2011 when it was the first time a significant state resource in the
sports sector appeared. The other year is 2017, the year of the reagarahfor
which a comprehensive datset wa available. For five of the six associations,
membershipfee rates indicate a decrease. More importantly, the value is below
10% everywhee. This is a good reflection of the fact that the civil sector in sport
is not currently run by the members of spassociations. Central resources and
tax support everywherexceed the 80% threshold. There are clear dangers to this.
Today's Hungarian ports organizations do not make their own income. This
degree of dependence could shake up the entire system iretiteoéa change of
government strategy.

25.00%

B0 20.00%
00%

15.00%
12.14%
10.29%

7.47% T
2 5.13% 5,23% 5.14%
3.85% o Bl 4 009 ° SRS
| ll . o
> 1.20%

BHSE BVSC FTC MTK UTE VASAS

10.00%

5.00%

0.00%

@2011 ®m2017

Figure 3. Membership fee rate 2011, 2017

Source: yearly financial reports



1.4 Sports enterprises

The study showspdrtsenterpriseslata for 2010 and 2016 he National Tax and
CustomsAdministration provided data fo these years. Compared 2010, the
growth rate is clear, with improving trends in the secibable 4 shows the
summary data. The number of companies operating in the sector increased, the net
sales revenue increaseden to a greater exteand the numér of employeealso
increased 1.5 times. This is significant becausthéspors sectoratypical forms

of employment are typicdll6]. Data provided by the NAMAlso included the fact

that the consolidatedarningshefore taxe®f the sector in 2016 erepositive for

the firsttime.

Table 4. Sport enterprises

Source:NAV
2010 2016
Number of enterprises (piece) 5448 8 463
Net saks revenue (billion HUF) 79 164
Number of employess 10 887 15 332

Summary

Sports organizatits operate in different forsnn HungaryOne can find both for

profit and nonprofit organizations. The sports association is the most widespread
form in the field of sports service$Vhat is interesting about the organizational
system is that the federas also function as spet&ports association€ne can

meet sports organizations run as companies in team spbegesearch involved

the analysis 6 accounting and financial reports for several types of organizations.
The common point for all of #Bm was a clear increase iavenue and assets.
Examimation of the structure of revenuevealed thathe share of crowdfunding,
direct state aiéh particular, has increased.
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Leave orStay? SchoolLeaving Problems
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Abstract: In Hungary, school leaving is a huyg®blem. Itis not unusual to measure about

50 percent dropoutratayhi ch i s higher than Europef6s average, SO
i nci denc e @sWelaleadi kghowthahthe most common reason behind that big

number is demotivation, leaving saidor work, losing their community, and so on, but |

started analyzig these situations deeper. | realized that universities have already tried to

lower therate with unique solutions, like mentprograms, tutoring, éearning etc., and it

already decresedthe chawre of school leave, but in most cases, they have no éotean

ranking how much studekeeping projects helped one by one. | would like to eetviese

programs, rate their efficiency, I|ikability and comg
it is compéted, | properly rank them, this way | can show whictsare not useful. In the

current state of the inquiry, | already created a btist, wiere | asked my focus group

about the core questions and they gave ideas about how | can imprglyegival isto ask

most of the ¢buda unincdlactsdatd and gnalypei cornelations.hi s way | ca
At the end of the study, | want to present latgm that will help reducing this percentage.

Keywords: Dropout, Studenkeeping projects, Junigreferences

1 Drop-out

Droppingout of a school can be dastating, specially if itis not plannedThis is
the worst case¢hat can happen to a studeartd it can destroyheir goals lifes.
Most of the time atadent who droppedut because of bad gradeesri strt
over at another school, they just gave up on studgimg start to workThe
probability that they vill not enjoy the work they d is high as well. As a
university, we should prioritize this pbem and try todecrease & percent.
[5][13]
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i Definition

fiDroppingoutd is a process, wherthe student of thhighschool or collegdeaves
the teacing system without a degree. Thssjust the last step of a whole staircase
that leads them to this choidelenty pat of the studer@s life can affet ther road
towards the schal-leaving. Students who leave the sdol are morelikely to
requre sogdal support andieir chances to improve a@wer.[1][8]

1 Unified values of leaving

Until 2016, there was no unified way to measure dropping Everyuniversity
had its own way todefine this problem and this is whthe Hungarian Rector
Conferencecreated a ew workgroup tamap ait drop-out tendeng andthe way
that leads tdeavingin everyinstitution Their goal was tanify the values and
analyzeit that way In 2019, there are 65 Universis in groups of governmesht
ecclesiastial and privateThis projectbecane harder since there was ho common
property in he leavingprocess. Inthe beginning the values ere quite diverse
and they werencomapable but mog of the universities that has been analyzed
defined t as fidrop-out happens when someone leaves the school without
degeed. This is fawedsince not every student who lemstopstudying and goes
to work. There are occasions when a stigdansthe leawe for another school
thatis more appealingn theend, thisis the most precise definitiobgcaise itis
really hard to follow a student amtieck if the studying continues not[14]

1 Hovdhaugen grouping

In Hovdhaugets book,he groupel the afected sidesof a dropout as national,
institutional and intvidual. Every pat is involvedin decreasingté rate, but they
all have different significat interestswhy they wantit. The broadest one is the
national since itcan be influented byarious externd variables.The Institutional
levels viewpoint descibes the droput rate the mdssince itstands the closest
Ités most important value to keep teeident who applied to their schaoid help
them torecieveadegree The lastevelis te individualwhere we see the problem
from the studends point of view. We can analyze their choicasdthe progress
towards the school leavirig]



National level

Institutional level ivi
Individual level
Figure 1
Hovdhaugendvelg3]
National level

As | mentioned abovhis is the broadedevel. One of the goals s to help the
individuals to maximalize thetalentwhile makingsure this is the most benifical
way to irtegrate thestudents to thdabor market. This can be reached if we
support anchelp the pupils to reach their degree aodfirm that the natiods
invegment in theuniversty doesnot go towaste. In Hungary, ourgovernment
tries b encouragewho want to improve the skills with a wide range of
assistanceThey grant multiple places in @aniversity where the good students
does not haveto pay for tkeir semester. They support skepeople with
scholarship, petitions wherethey can research, presentate, improve their
competencé3]

Institutional level

This levelcan measure the draqut rateandthe successfully earned degeethe
same time,they carhave the biggst impact orthe issueTheir primary goal ighe
same as #first importance for the national level.

Decreasinghe nunber of the students who leave can be a prestigerement
since fewer drout means the chool is moe successful in teaching-or

example, University of Obuda have multiple ways to decrease thide They

apdy mentor program, have ways to practigeecific lecture by students who
already finished théesson In the past few years thefarted e-learning with more

or less sucas. The mairproblem wih theseprograms g that it hasnot been
analzed how it affects the student dropt rate.lt shouldbe main prioritysince

thatway they could grant or take resources from a spegifijectthat does well
or does not help decrease scho@@aving[3][6]
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Individual level

This might be the hardest ldvi® analyze since we camot askevery stident
about why thg chose to leaveln this partwe cangroup this leveld push, pill

and fall out. The pull, when the student is affected by something that is not
connected to university The most common pullgn factor is work or family
related. The pushwhen the school leaving happebhscauseof the university.
Usually thismeansthe schooiis more dfficult than it was expectedn the end,

fall out is the procesghat contains ewvg situation that is nopudh or pull.
Demotivation,lack of sodal interaction and friends or just simpliget student is
disinterested1][3]

2 Circumstancesof applying

In theory, stucents who didchot apply toa universty doesnot affect tie dropout
rate sine the is no student statdmit if we further investigatét we will realize
how a mass opupils choose the wrong warsity for thembecausethis is that
period wherethey have & decide about their futea and they are more likely toegy
influenced If we want to decrease the droptrate,it should beour necessity to
inform juniors in a compact, undstandable clean way about the schodls
expectations. lis in thefavor of the instituition to apply students who are properly
informed otherwig the chances of leaving increases. This is the reason why
universities holdevents sch asopen days, variouslays about the profession that
is beingstudied thereThesegprogramsare usubly for everyonebecasethis way a
school can increasé& fameamong the peoplg2][7][9]

Family and money related issues

In the last middleschool year, most of the students start to show interestdewar
university. They usuallyreadabou the steretypes of the universés broadcasted
by the mediavhich has the ability tadistort the truthA studengs plan is mostly
affected by th& socioeconomic statusd their families microenvironmenvhat
are their family status, what are their neats highes degree, whatdo their
relatives work,how are theirfinancial statusnd it can be a influental factor
where do they belong in the society. If a student comes from a faitiiyhigher
standardshis future planswill be more importantand ke darts torealize how
importantstudying is. Contray to the last sntence, if smeone comes from a
family with lower standrds, it will be harder for him tapply to a university since
they might not be able to afford Htis plan will be base@roundworking as son
as possibléo create diving spacefor himself.[4][10]



Socialissues

The decision of studying or gointo work put a huge pressure on last year
students, this is the reason why thegn over exaggrateor compensat@ with
unconcern. ie exanplesthey sedn the familygroup orby relativescan make it
harderto decide sincét shows them how good or baiudyingcan be.lt is a
common conceriif someone choses aaculty, it determines wher¢he student
will work for therest of the ife. This isa false viewbecause it is very comon
that students afteiniversty start to work in a different work placd11]

As describd so far,students must choose wisely where they apphey should
know their skills, ablilities, limitotherwise the chance tmaking a bad decision
about their arrier is going to e highker than it should & Career guighce
counselig helpsenighten students abotheir interests.12]

3 Researchand ealy analyzed data

As the gquantitive part of ouresearch wecreded a questnnaire surveywith
google formssinee it is easy to uset{is user interfaces informative ad it is an
overall gad choice This wasthe betgohase of the testhere we asked our focus
group of 7 about thereasons of drojut, the usefulnessf the progamswhat is
trying to derease fis rate and theoverall satisfaction abouthe university wok
against £hool leaving.

Hypothesis

Since we made a bet#est wth our focusgroup,we coudné validate our
hypothesis, butve arelooking forward o confirm trem in our public survey.We

tried todefinespecifc theaies, this way we can confirm atisprove them.In the

later stages of our research, we will ask teachers about why and when and we will
improve our hypothesis.

1 Wethink that if we averag the answerfor fiHow big was thedrop-
out ratein 20187, they will reflect the actuapercentge, whid is
around 40%. Studenexactly know how big of a thréahis can be
and they are dightened about the sizend volume of the school
leaving[13]

1 We agreedon the most impactful reason why someomauld leave
school 8 demotivationStudents usually give ugfter the blakades
they meet in the firstefw semester. This parttise hardest to analyze
becausenultiple reasons can cause loss of motivatide will try to
inspectthis reasorthoroughly

1 We epect to see acenmon unsatisfactionowards he prograns
which aremade for decreasing the dropt rate. Juniorgusually
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think that it is not beneficial for the university talecrase this
percent Moreover, they think universities are causing the school
leaving with classeghat prodice the most faslin the first and the
second semester. Thelsssons usally have 7890% fail rate.

Questions

Since the created survey is notlekant other than gining experience d

improving ou questions and gettingady for the pubit form, we would like to
discus aboutwhy wewant b askthe specific questionse chae. First of all, we
asked about ifite studentsf the University of Obudaknow the actual peentge
of the average of drogput rate.This question tsts th& commonknowledge of the
areaso we thought this woulde the easiest way to chedkpeople areproficient

or not.

After that question, we made them a chart where they a@li: the redvanceof
specifc schootleaving reasons. Thisvill help us undestand wha students feel
the most relevardnd we will be able to focus ohatarea.

The nextquestion was almost like the last obat they can give pointsto

programs that are usefinl decreaimg the rateof drop-out. Our main goal, other
than napping out the easons behind leaving scho@ to analyze already used
projects thats helpingor at least we think is helpirtg decrease the percentage.

We want to check these projects more -tepth thatis why we made another
question about theiut this time theyhad to rank themWith this 2 qiestion, we
will be able tocreate a ranking system where wanarder by the mostusdul
towards the least efficient.

I mprovings

After we gave the surveyo our focugroup, they filled it out andyave us
commentsaboutthe questions. Aler we revised thieobservaion how we should
improvetheform, we made some modifies the the\ay:

1 They proposed thatre should examine howavel time or college dan
affects his rate so wewill add another question about homuch time t
usually takes getting techool anchow harder does liecometo keg up
to datebecausef that.

1 They mentioned thate should aslkseniors about which semester was the
hardestthis waywe canprove or disconfirm if the firstwo semester is
the hardest.

1 They said that weshould add another question where students can write
about how cou the university increastsieffectivenesand maybe some
of the ideas might be good theckout.
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Figure 2

Failing rates in a semester(géun data)

This semester wathe firstfor the IT economy It became obious thatthe IT
subject was too harsh with the first yegupils, mostly becausethe first
expectations were wrondNoone knew hat it will be this difficult, because
everyone o appled thoughthat this depament would be more focused around
economi¢ not IT. This shows that the iversity did not informed the students
abou the seriousnesof IT part. Since thenhey dangedhe curriazilum of the IT
economicsso the Informatic side became easiein the first two smesters.
Moreover,the university tried to inform the studenddout the equal difficulty in
the economic and éhinformatic $de. This helpedreducing the fail rats and it
definitely helpeddecreasing the dreput rate 6 the department.

Condusions

The importance fothis topicneeds ugso mapout the problem. Even thoughe
university has around 5to 6 projects that help reducing the dchayt rate,this
percentagehardly decreases anchostly just stagnatesThere is nouniversal
solution to his problem so we haved identify what would be goodor the
studentsn this school.

We are in the most iportant stage rigt now.We readhe heoretical bakground
of the topic, we created betaform that we got improvemenfsom our focus
groupand now we hae tomodify our go@le survey andsend it to evengtudent
of the Univesity of Obudalf everythinggoes as planned, we wilk able tesend
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out the fom around Jamary. From Februrgy, in the next 5months we will
analyz thedatas, ask the teachers abdwgit perspective on this topic, create the
ranking system for the projects that helps reducing the-duvpnd in the end we
might be able to redudhis rate. Een f it decreases by orgtudent thanks to our
researh it definitely worth our time.
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Abstract: The global education market is rapidly expandamgl the numér of students has
increased significantly over the lagears. Despite this posigvdevelopment, German
universities are affected by a high international competition. Prospective students can
choose of a broad variety of educational produans will apgy at several universities at

the same time. To supportarketing departments dfigher education institutionsthe
paper providesa generic conceptual model on the decisioaking process gpotential
international studentsncluding influenang parametes. Applying a scoping stydand
content analysesthe comept basesipon theoreticalconcepts in this fieldut also the
latest empirical findings.

Keywords: Higher Education Marketing, decisiemaking process of international
students, scopingtudy

Intro duction

According to a study by Ken Research and Eurotoorinternational, the gbal

education industry is not only among the largest sectors worldwide but also one of

the fastest developing (Euromonitor International 2017, Ken Research.2011)

Hereby, tle global higher education market plays a significant: rolee number

of studentshas more than doubled between 2000 and 2014 (207 million)

(UNESCO 2017). In 2009, China, India, the US and Russia have a combined

share of 45 per cent of totalofpal tertiay enr ol ment s (British Council
key feature of th global tertiary educatn sector has been the growth in

internationally mobile students. Their number has risen from 800,000 in the mid

1970s to over 3.5 millR0ld #).Ini2016, thé&rdveee ( Br i ti sh Co
about 3.5 million foreign studentgithin OECD areas (OECD8). Despite an

increased share of foreign students among freshmen at German higher education

institutions (hereinafter: HEIS) (2004: 19,5%; 2016: 24,8%, ($2af618)) ad

almost no study fees, Germany still ranks below coestiike the US, the UK,


mailto:sandra.haas@th-wildau.de

Australia and France (British Council 2012) with respect to the number of foreign
students enrolled. According to a report by UNESCO, private universities in
particular beneti from the global market growth (UNESCO 2017) althougtid

not change the dispity of access to college (across 76 countries, 20% of the
richest 2529 year olds had completed at least four years of higher education,
compared with less that?s of the porest (Bagri 2017). As the demand for higher
education $ going to rise in the fure, German governments and (public) HEls
have to respond adequately, to secure German HEI willenlatfbbehind.

It is important to understand that HEIs mmd a y 6 dizedgwontd tare considered

businesses, whether they amdffi or nonprofit, private or public organizations

(HemsleyBrown & Oplatka 2006). Therefore, HEIs employ the same methods

and tools that have been endorsed in the business world encharketingto

identify and satisfy the needs and wants of their arusts i potential

internd i onal students (hereinafter: PI S) . iGl obali
education sector have propelled higher education institutions to constantly review

on the need foeconomic accountability and performance improvementyma

universities aim to iorease the number of students admitted as a means of
increasing their income while the admitted stu
(Watjatrakul 2014: 676). F@m and Hony i consider students to be #fc
in higher education® wh o fi e x &l mdrketj where iositutionis compete

for the best students while the applicants compete for the most preferred

institutionso ( Far j amandlingdtadetg asicust@nterss : 72) . Unde
and attracting PIS with marketing progra sounds simple. Ifact, it is quite a

challenge:

ifAcross the European Union, hi gher educati on

increasingly competitive environment. Nowhere is thisre apparemnthan in the

area of international student recruitmemthere increased student obility

combined with an increase in the number of institutions offering Enlgligjuage

degrees has created more choice than ever before for international stsde 6 ( QS
Enrolment Solutions 2017) Setting up appropriate markethograms is not only

sea as a competence by HEI anymore, it is performed & supported by regional
and national governments as well (Cubillo et al. 2006, GA&HEmany 2018b).

The UK Govenment is sal to have sponsored several initiatives to become the

worl d 6s | e aditerrmtiomabetucation (Bingardii &rEkwulugo 2003).

The fAdecision to study overseas is one of t he
initiatives that students may eve u n d €Cubilla kt@l62006: 102 referring to
Mazzarol 1998) agh international educatiois not a frequently purchased service
by this target group (Nicholls et al. 1995, Cubillo et al. 2006). Hereby students
will consider various aspects in additimthe progam offered by a foreign HEI
(like safety, security, cultal activities, countryimage etc.) (QS Enrolment
Solutions 2017, 2018).
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To support German HEIs in meeting these challenges, the DAAD (= German
Academic Exchange Service) has set up ed#iit reseah and supporting
programs (GATEGermany 2018a). Howevdhese programs do notlfyisupport

HEI marketing departments in understanding the decisiaking process of PIS.
Knowledge of the decisiemaking process and its influencing factors arcentral
prerequisite for attracting PIS to study programs at @arhEls. The purpose of
this paper is to propose a generic conceptual model on the detialong
process of PIS including influencing parameters. Our work will be based upon
theoreticalkconcepts irthis field but also the latest empirical findings.

1 Theoretical perspectives ordecisionmaking
processes of prospective international students

1.1 Methods

To summarizeand structure the existing theoretical knowledge on deeision

making processesf PISaso pi ng study wWam®ping evieivor me d . i
scoping tudy is a form of knowledgeynthesis that addresses an exploratory
researchguestion aimed at mapping key concepts, types of evidandegaps in

research related to a defined areaieldfby sysematically searching, selecting,

and synthesizing existinknowledgeo (Colquhoun et al. 2014p. 12921293.

This research method was applied ugng the methodalgical steps outlined in

the Arksey and O'Malley (205) framework

Following the first stages of the scoping study, senmuels were selected for
further analysis (s. take 1). It needs to be stated here that a large majorithef
identified sources are older than 20 years. Only the conceptibgira & Soares
was published within the last five years.

1.2 Findings

The identified theoretical concepts were examimeda desciptive analytical

manner with respect to: (1) the genamdearch approach; (2) sequences and (3)

presented influencing factord the decision making process of PIS (= stage 4

fiChartingthedata of t he scoping studVyey2005;0r di ng to Ark
s. Colquhouna et al. 20}4In the following chaptersesults of the performed

scoping study will be presented.



1.2.1 General research approach

With regard to the general research approach it neetle wiated that a large
majority representornceptual modks, either own creatins or generic concepts
resting uponexisting concepts in that field (s. tablg. Moreover, only the
concepts byCubillo et al. (2006) and Oliveira& Soares (2016address decision
making practices of PIS in particular. |Adf the revewed concepts incluatl
parameters of decision making.

Table 1:

Selected theoretical concepts on the student decision making process

Age of Author Year Title of the conceptual Research Approach Population Integration
concept framework of para-
meters

<10 Oliveira & 2016 Conceptual Model for the Literature Review &
years Soares decision process of Qualitative Study (interview
international students with currently enrolled
students in engineering
programs at a public university
in North of Portugal)
11-20 Vrontisetal 2007 Concept a: Preliminary Generic Concept build upon US/CA X
BT integrated generic higher Tackson (1982); Chapxngxl
education student-choice (1986) & Hanson and Litten's
(1989)
model
Vrontis etal 2007 Coneept b: A contemporary Conceptional Model Students X
higher education student- from
choice model for developed deve]o})ed
countries countries
Cubillo etal 2006 A model of international Conceptional Model PIS X
students’ preferences
Perna 2006 Conceptual model of student Conceptional Model us X
college choice
21-30 Hanson & 1989 Mapping the road to academe Conceptional Model n.d. X
years Litten
=30 Hossler & 1987 Three-Phase model of college ~ Generic Concept build upon US/CA X
years Gallagher choice Alexander (1978): Anderson,
Bowman,and Tinto (1972);
Jackson (1982); Litten (1982);
Chapman (1981)
Chapman 1981; A behavior model of the Behavioral Model CA X
1986 college selection process
Jackson 1982 Combined student choice Coneeptional Model us X
model

1.2.2 Stages of the decisiommaking processes

Except for the concept of Perna (2006) and Cubillo et al. (2006)edlkwed

processes span three or five stages. -Btage concepts ggest strong

dependences on the traditional decisiaking process of consumers in general

(Kotler et al. 2008) Perensa thhues term O6coll ege choiced to r
(Perna 2006p. 101) ofthe decisiormaking process. Her concept centers around

an evaluation of expected monetary and -nwnetary benefits and expected

costs, whereby evaltai o n s ar e Aiinfluenced by an i ndi vi
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preparation for college and availabilitj resources

Most of the concepts begin with thecognition of a need to study which can turn

into aspirations to study abroad. According to €ii& & Soars (2016)st udent s 6
main motivation for leaving their caotry of origin is the goal of seeking an
international experience for personal, acaieand professional development.

& aPI®Pmosat i ons

0O pay
(Perna 2006p. 116). To evaluat similarites and differences in the order of
stages, all stages weecolored based on content similarities (s. t2ple

Following the stagéi Need recognition

likely start to search for information (about studyingoalorin general, HEI, study
programs etc.) to satisfy their needsSéarch Stage Jackson(1982) did not
include a search stage. Within the concept by Hanson & Litten (1989) as well as in

al .ocafing 00 7)
nf or mat i

the genericconcept by Vroti

S et

informationo and figathering i

caused by building upon student decisioaking processes from the 1980s. In the
same sense Chapm (1986) ad Harson & Litten (198) assumed that
prospective studestform a set of potential HEIs before their search. As
informationseeking processes havmen technologically improved, enabling
potential students to gather information globally andhudianeouly, the
separation as well as the formation of a fixed $edl@rnatives before searching

will not be considered appropriate anymore.

Table 2:

Compaison of stages of identified student decisinaking processes

Jackson Chapman Hanson & Hossler Perna Cubillo et
(1982) (1981 & Litten (1989) and (2006) al (2006)
1986) Gallagher

(1987)

I Pre-search
stage (List of
considered
colleges)

A1 Investiga-
11 Search tion of I?Ea IPumfanse
Il Excluding Stage and creation Evaluation me;??n o
institutions of set of o
JSrom the candidates monetary & he €
prospective m (sub-phase:  prg, ), (amdRGES o
list Application ~ Searching & monetary X
country as
Decision gathering U prow‘d;er of
information) expected the
costs 5
IV Choice I Process of Edum,nm
Decision applving I Choice serviee
I (which
Evaluation collegeto
stage i andenrolling  attend)
Matriculation

Decision

Decision making takes plade the third $age, whereby some researchers separate
this stage inta pre-purchase stagh Eval uati on
s t aApplicafionDecisiord. In the later stage PIS have to decide, whether, when,
what for and where tapply (Vrontis et al. 2007) At this stage, a high
involvement from students can be assumed (Nicholls et al. X235ijlo et al.

Vrontis
Generic
Model

(2007)

11 Search
process

I Informa-
tion
gathering

IV Sending
Application

V Enrolling

Vrontis

Contemporar

y Model
(2007)

11 Info Search

I Alternative
Evaluation

1V Purchase
&
Consumption

V Post-
consumption
Evaluation

t he

Oliveira &
Soares (2016)

1 Information
search

I Evaluation
of alternatives

IV Purchase &
Consumption

¥ Post-
consumption
evaluation

cost s

attend

0o stu
di sti
i s ma:

arfd a purchaser nat i veso



2006) This supports the samtion of a preurchase and purchase stage
according to the Contemporary Model by Vrontisaét (2007) ad Oliveira &
Soares (2016).

Furthermore, the purchastage may be divided into three sstages: Applying

(Chapman 1986; Hanson and Litten 1989piis et al. 2007)Matriculation

Decision(Chapman 1986and Emolling (Hanson and Litten 198%rontis et al.

2007) As a large majority of PIS apply on average to 5 KBS Enrolment

Solutions 2018) an equation of applying and enrolling may be considered as

unrealistic. Therefore, agaration ot he pur c h a ApplyingatagHEl | nt o #

abroad® a nGbnfirnfatiord i s considered suitable. The I
matriculation decisionas well as enrolling at an HEI overseas. Chapman (1986)

integrated AiMatricul at i d&elinessD efcchasiged n 0 to take
circumstances into account due to timing diffeesnbetween application (spring)

and matriculation (fall). Additionally, a majdyi of collegechoice research

supports t he i dea, t hat fiinaccur at e or i ncomy
st u d e n tsidns theddecision would still be rational provided thiatas based

on a reasoned reaction to the information available to them airibethat they

made the decisionodo (DesJardins and Toutkoushi a
indicates afiPostChoice Evaluatiom of t he experienced educatio
(Oliveira and Soares 2016; Vrontis et al. 200/Bis sage will not be examined in

further research, as the focus lies upon initiaigiens.

Figure 1:

Comparison of stages of identified student decisi@king processes

Search for Evaluation of Applying to HEI o Post-Chotce
- Confirmation

ionto .
Information Alternatives abroad Evaluation

study abroad

Within the cours of the inestigation a close alignment of more recent concepts
with the classical consumer decisioraking process can be stated. We strongly
support the comparability of consumer decisinaking processes for complex
services with the désion making ofPIS on foréggn educational products. Yet, we
would recommend furthespecifying the generic concept in two aspects:

(1) Firstly, none of the existing concepts integrated feedforwartl
feedbackward interrelations between all stages of thesida making
process. Howeer, both exist within the classical buying process (Ty&agi
Kumar 2004) as well as in real lif&hrough this process, the aspiration to
study abroad may be narrowed down to a set of potential countries based on
the gained infanation about via requiremets. And following a rather
rational approach of decisiomaking, the ideal process assumes that the
gathered information will influence the evaluation & choice of prospective
HEI by the PIS.
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(2) Secondly, the decisiemaking processnust include th considerabn set of
potenti al HEIl s wi t h ithe intermatiodadizatiorsod thec hoi c e . Due |
education market (e.g. by the Bologna Reform), the mass adoption of the
internet, as well as the penetration of mobile technologies, thesehuge
offer of study pograms and simply too much information out there.
Following Shocker et al (1991), we assume that st
based upon hierarchal or nested sets of altel
by the decision maker pror t o Shkobkerietlel®91,(p. 182). All
potential solutions (study programlEls, countries etc.) which in general
satisfy the need to study abroad shape the universal set of a PIS. Although
information searching has been improved, it can benasd that PIS manot
know aout all existing solutions. Instead, their decision mgkivill be
limited to the solutions which they come across or know about (=awareness
or knowledge set)Donkers 2002) From this set the consideration set
evolves, which holds all acceptable alternatives or solutions for later
consgderation in deision making(Chapman 1986)The consideration set is
purposefully constructed, influenced by context factors and outcomes of
decisionmaking stages. The application set consists of the most relevant
solutions (= choices) vith the PIS willselect fromthe consideration set and
where students are going topdy (Chapman 1986; Jackson 198PJossler
and Gallagher 187; Shocker etla1991)

Upon that stage of research, the decisioaking process d?IS will be shaped as
presented inifure 1 Thiscycle of stagesvill be used in further research on the
influencing factors of studentsd decision makin

1.2.3 Influencing parameters of thedecisionmaking process of prospective
international students

Looking at the type of influencingfactors, it needs to be stated that combined or
complementarymodels dominate the research. All concepts include indicators
from economic as well as sociologicmodels. Eonomic concepts build on the
economic model of human d#gd investment, whereas student investments in
education are a result of a comparison of expected lifetime monetary and non
monetary benefits and expectedst (Becker 1962, 1993; Ellwd and Kane
2000; Paulsen 200dited in Perna 200p Although students will certainly face
incomplete or incorrect information, this approach follows a rational behavior
pattern indecision m&ing (DesJardins and Toutkoushian, 2005). Sociological
model s try to explain the influence of socioec:t
choices (Terenzini, Cabrera, & Bern&001 cited in Perna 2006 As both
concepts have their limitaths, a combination is viewed beneficially in the
literature(Perna 2006)

With respect to stagesHl of the deeloped @neic theoretical concept on the
decisionmaking process dPIS (s. figure 1), all stated parameters were gathered
and classified by applying content analyses. Notwithstanding the high relevance of



the concept byOliveira & Soares (2016)it mustspecificaly be addressed here
that their plotted concept stated fawparameters timathey discussed previously.
Within our studies we integrated only the parameters plotte®l{geira and
Soares 201,6. 138).

Table 3:

Influencingfacb r s on dtageodNeeion & Aspiration to study
Hanson & Litten 1989; Hossler and Gallagher 1987; Vrontis et al. 2007; Oliveira & Soares 2016).

“

Al: Student Characteristics: ~ B1: Home Country C1: Characteristics: D1: High School
race, income/resources, Bla: General cost/ financial aid; size & Characteristics:
socioeconomic status, parent’s  occupational structure; economic location; control social composition;
education/job, family conditions, cultural conditions (public/private); program quality; curriculum;
culture/background, religion, B1b: Public Policy Aid availability programs
seX, proximity to a university at Blc: Influences/Media
home country parents, career, neigh-borhood, C2: Actions:

counsellors, peers, communications, ~ recruitment activities;
A2: Personal Attributes: college officers admissions policies; aid
class rank, academic granted; communications
ability/aptitude, B2: Destination Country
students/academic B2a: General

performance/achievements, self- occupational structure; economic
image; personal value, benefits  conditions, cultural conditions

sought, personality, geographical location destination
lifestyle/social context, country; cost of living
educational aspirations B2b: Public Policy Aid

B2c: Influences/Media:
A3: Motivational Attrib :  social refe and personal
outcome of international recommendations (parents, peers),
experience available info destination country

Stage 1- Needrecognition & Aspiration to study abroad: With respect tahe

first stage, four main factors are consideliedthe literature: (a) Individual
Factors (b) Environment(c) HEI as well as (dHigh School (Hanson and Litten
1989; Jackson 1982; ®éira and Soares 2016; Vrontisad. 2007) Except for the
contemporary model by Vntis et al. (207), all parameters are specifically
related to influencing aspirations to study (abroad). As some concepts represent
generic works, abroad agreements no surprise.Yet, a more applicde
classifiation was derived from content analysis. Student charstits, personal

as well as motivational attributes, represent individual factors. From our point of
view, environmental factors shall be further seped into homeountry specific

and destinatiorcountry specific factors, as varying conditions acrossntries

may pull (better occupational or economic conditions in foreign country), or push
(lack of opportunities to study in domestic area, censorstip) human capital
abroad(Oliveira and Soares 2018)nfortunatey, the influence of HEI was not
pointed out in the concéepy Oliveira & Soares (2016). The presented parameters
are considered relevant for study decisions in general (Hanson & Litten 1989;
Hossler and Galldwer 1987; Vrontis et al. 2007). Byoking at enpirical studies
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in chapter 3, the influence of the matharacteristics of foreign HEI will be
further investigated. The impact of the attended high school is only addressed by
concepts focusing on students general, not on PIS. For the ddoih making
process of PIS this factor is viewed as subordinate awimly influences the
decision to study in general.

Stage 2- Search for Information: Five out of seven concepts listed relevant

factors influencing stdent sd sear ch ( CHangomé iitten1 981 & 1986
1989; Hossler and Gallagher 1987; Vrontis et aD722®liveira & Soares 2016).

According to these concepts, five relevant factors have to be considered: (a)

Individual Factors (b) HEI-Activities (c) Search activities performely studats

(d) Soucesand (e)Pre-Search Awareness & Knowledge & figure 2).

Asdescri bed before, studentSearch Avareriesst hei r sear ch
& Knowledge Seto (=preliminary1987)!l 1 ege value,
that includes HEIsvhich studets came across in preceding periods. According to

Hossler and Gallagkr (1987) HEl-activities, search ativities performed by

students as well as existinguscesinfluence each other. Otne one handHEI

carry out target grouppecific markéng activities to search for students and, on

the other hand, potdat studentssearch for relevant information about HEI.

Following Vrontis et al. (2007) it can be assumed that individual determinants

have an i mpac tressanchavaneaess knowledgestt @nd ®apch

activities as well as sources used by tudent.

Figure 2:

Influencing factors on stage A Search for Informationo (b
Litten 1989; Hossler and Gallagher 1987; Vrontis et al. 2007; OligeBaares 206)

« High School Level: high school teachers, high school
guidance-counselors,

DI: External Sources|| D2: Internal Sources | | D3: Knowledgeable Others| « Family members and relatives, family friends,
'y Y = college alumni, and acquaintances attending
particular colleges, peers/friends

* College officers
(d) Sources -
B1: Communications
4 activities: descriptive
—> * (b) HEI-Activities | information, such as college
— "l catalogs and relevant
(c) Individual Search brochures; direct mails; visits
Behavior (=How |, to colleges
information B2: Admissions policies;
search is performed) Aid granted;

Al: Student Characteristics:
race, income/resources, socioeconomic status, parent’s education/job, family; Culture/background, religion, sex,
proximity to a university at home country

(a) Individual Factors

A2: Personal Attributes: class rank, academic ability/aptitude, students/academic performance/achievements,
self-image; personal value, benefits sought, personality, lifestyle/social context, educational aspirations,



Stage 3 - Evaluation of Alternatives: The concepts Yo Jackson (1982)Perna
(2006} Vrontis et al. (2007)Oliveira & Soares (2016Jeal with the evaluation of
alternatives. Yet, only Jackson (1982) abliveira & Soares (2016)peak of

stagespecific evaluation criteria, like college costs, jbknefits/employability,

HEI characteristics and influenceiBven thoughmarketing departents of HEI

may favor rational decision making and a fixed set of evaluation criteria for more
efficient tageting, acad mi ¢ s p o i there istmot bne sebuase leddingo

college enrollment but that multiple routes are pos8i#erna 2006p. 116).

Consequently, the concept by Perna combemsnomic and sociological models
to the largest extent and puts an evaluatioaxpiected benefitsndcostsin focus

(Perna 2006 p . 1 1 5 ) asseddtoente af theebenefits and costs are shaped

not only by the demandfor higher educatiorand supply ofresources to pay the

costsbutalsobyam ndi vi du ahdpdiectly and indirecthhy thefamily,
school,and community context, higher education context, and social, economic,
and policy contexb. (Perna 2006p. 119). On this account, our classification of

influencing factrs followsthe conceptual model by Perna (2p@@iding factors

whichwere specifically mentioned in other concefs. figure 3).

Figure 3:

Influencing factors on stage A Search
Litten 1989; Hossleand Gallagbr 1987; Vrontis et al. 2007; Olira & Soares 2016)

f

or

H: Social, economic and policy context
H1I General: demographic characteristics of the population, occupational structure; economic conditions, cultural
conditions

H2: public policy characteristics, like policies and structures, that discourage, or encourage college enrollment

G: HEI context

G1: Characteristics: cost/ financial aid: size & location; control (public/private); educational offer: reputation &
quality

G2: Aetions: available info institution; recruitment activities; admissions policies; aid granted; communications

F: School and y context
F1: Availability of resources of high schools (quality; curriculum, assisting students in planning their career)
F2: Types of resources (like encouraging teachers)

F3: Structural supports and barriers, like gifted and talented programs

F4: Social composition

E: Habitus
E1: Customer attributes: race, income/resources; socioeconomic status; parent’s education, family
culture/background: religion: sex

E2: Personal Attributes: self-image; personal value; personality

E3: Cultural Capital (cultural knowledge and value placed on college attainment)

E4: Value of College Atrainment (parents’ educational attainment)

ES5: Social capital (relationships between pis and parents; between parents and school officials; and between
parents and student’s friends” parents; information about college: parent’s social networks on college choice; peers
with high educational expectations; assistance with college process

C: Supply of resources:

C1: Family income

C2: Financial Aid (need-based and non-need-based grants, subsidized and
unsubsidized loans, work-study, and tuition tax credits)

D: Dy d for higher edi

D1: Academic preparation (level of coursework; class rank, academic
ability/aptitude)

D2: Academic achievement (like ftest scores)

81

Informati ono

(b



Stage 4- Applying at HEI abroad: Within the fourth stageRIS will define their
application set consisting of universities they are going to appfChapman
1989. In that sense, hillo et al. (2006) use the terpurchase intentignwhich
fiis defined as the intention of tretudent regardinghe destination country as

provider of

t he

education servicebo

al. 20M®; Srikatanyo and Gnoth2002). According to our research the act of
shaping theapplication set and sending applications will be influenced by: (a)
individual factors (b) location-specific factors of the destination country & ¢ity
(c) HEI; (d) high schol and (e)student's expctations about the probability of
admission(Chapman 198, 1986; Hanson & Litten 198%Cubillo et al. 2006;
Vrontis et al.2007)

I nfl

uenci

ng factors

Tablel:

at t(based entChagrea9®l, 1986;pahsprién g a't

Litten 1989; Cubillo et al. 2006; Vrontis et 2D07)

(a) Individual Factors (b) Location (c) HEI (d) High School (e) student's
expectations

Al: Student
Characteristics:

race, income/resources,
socioeconomic status,
parent’s education/job,
family:
Culture/background,
religion, sex, proximity
o a university at home
country

A2: Personal
Attributes: class rank,
academic
ability/aptitude,
students/academic
performance/achievemen
tsself-image; personal
value, benefits sought,
personality,
lifestyle/social context,
personal improvement
ethnocentrism
educational aspirations

B1: Destination Country
Bla: General

occupational structure;
economic conditions, cultural
conditions

geographical location
destination country; cost of
living

B1b: Public Policy Aid

Ble: Country Image
cultural proximity
social and academic
reputation
socioeconomic level

Bld: Influences/Media
parents, career, neigh-
borhood, counsellors, peers,
communications, college
officers

B2: City

city dimension
city image
cost of living
environment

C1: Characteristics ELTTHIT

cost/ financial aid; size &
location; control
(public/private);

program availability;
proximity, ambiance,

D1: High School
Characteristics:
social composition;
quality; curriculum;
progams

probability
of admission

C2: Actions:

recruitment activities;
admissions policies;
admit/deny

aid granted; communications
written information

campus visits
communications
admission/recruiting

C3: Institution Image
quality of professors
institution’s prestige
international recognition
communication
facilities on campus

C4: Programme evaluation
programmes recognition
programmes suitability
programmes specialization
costs and finance

Stage 51 Confirmation: The 5th stage of the decisiemaking process is of very

high i

mportance

for both PIS andglBEI

decision abouthe educatioal product. For HEI, thelefinitive number(and
quality) of freshmen and the final amount of public funding (based on the number
of students) will be defined. Despite this importance, only the concepts by
Chapman (1981 & 1996Hanson & Litten(1989); Hosder & Gallagher (1987)

and the generic concept Brontis et al. (2007) have specifically addressed this

(Cubillo

HEI

I n

et

abroad?d

t hat



stage within their research. As the generic concept by Vrontis et al. builds also

upon models from the 198090, reseah in that stage mels to be aosidered as

rather outdated. Additionally, there is a &doconsensus about the importance of

HEI actionsas an influencing factor within that stagéet, Hossler & Gallagher

(1987) highlight the limited impact of HEl & hi s p o i n ttitutiofiséae most i ns
eliminate before they camdemead| yHOosDluert 6 &pr o
Gallagher 1987, p. 218).

2 Empirical studies on decisioamaking processe®f
prospective international students

In the second stagef the reviev processempirical dataon the dedion making
of PIS was searched aegaminedo specify he stages or add further influencing
factorsin the derived theoreticajenericmodel A prioritization of the identified
factors was also of interest within thigsearch stage. Theeach for avaidble
empirical studies was carried out thghudatabaseesearch vigoogleusing the
keywordéi nt er nat i on aThe kighmunben of searahrreseaty \was
reduced by the use of selection criteria such as ¢lae gf publication (no der
than five years) or the focus of the survep the European highesducation
market Studies focused on one specific country or region of origiRI8fwere
eliminated since differences between nationalitieere not in focus fo our
researchBased orthese critda five studies were selected:

Table4:

Empirical studis on decision making processes of f8bsons EMEA 2014; QS Enrolment
Sdutions 2017, 2018; QS Intelligence Unit 202618

Author Year Focus of survey
Hobsons 2014 | Beyond the data| 18,38 PISwho hal | decisioamaking
EMEA Influencing enquired to a UKor | process ofnternational
international Australian  higher| students asphg to
student decisior] education instittion | studying abroad
making
QS 2016 | What Matters to| 1,800 students in 1] common notivations
Intelligence International countries gbbally and priorities of PIS
Unit Students? Globa
Overview
QS 2017 | International 18,706PISfrom 187 | international studen
Enrolment Student  Survey countries motivation and
Solutions Europe worldwide, decision making;
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interested in
studying in Europe

communication
preferences and use
digital channels

QS 2018 | Applicant Suvey | 16,560PIS motivations and
Intelligence 2018: What decisions highe
Unit Drives an education  applicant
International make, linked to the
Student Today? current political and
econonic context n
the US and Europe 4
host  countries  foi

higher educatio
Qs 2018 | International 22,838 PIS who | international  studen
Enrolment Student  Survey identified that motivation and
Soluions European Union decision making;

they are considerin
studying in the
following European
countries: Germany
the Netherlands,

Sweden, France
Italy, Denmark,
Austria, Hungary,

Spain, the Czech

Republic and Latvia

communication
preferences and use
digital channels

2.1 Empirical findings on the decision making proces

The stageof the decision making process of PIS were addressdunwiie
studies byHobsons EMEA(2014) andQS Enrolment Solution2017 & 2018)
With a focus orPIS enquiringto study in the UK or Australiaa specificorder of
choice was identified i HobsonsEMEA (2014 : fi

institution: thati s

t he

order of an

C thanrceuetry, then

i -makieg pnoaessi o n a |
Students select a course to study first, then they evaluate the country and only

after doing that will they select thestitutiond (Hobsons EMBR 2014 p. 4).In a
later study thisdct was also provefor PISinterested in studying in Eurog®S
Enrolment Solutions 201.7). The receninternational StudenSurveyby QS

Enrolment Solutions even strengtheéhs importanceofi s ubj ect &

the university.

cour seo

student

above



2.2 Empirical findings on influencing factors

Based on thé¢heoretical generic concept the decisiormaking process of PIG.

figure 2),all empiiical studieswere examined for influencing faws. The most
importart criteria considered by the students (top 5 or highlighted relylthe

author3 were taken intéurther consideration.

Stage 1- Need recognition & Aspiration to study abroad Only two of five
studies have taken up influencing factors of the firsgetshile QS Intelligence
Unit (2016)addressed factors motivating PIS, 8 Enrolment Solutions (2018)
focused on concerns of PIS to study abroad:

Figurel:

Influencing fctors of students decision to study abd&@8 Enrolment Solutions 28; QS
Intelligence Unit 2016)

Factors Motivating PIS to study abroad Biggest concerns of PIS about
studying abroad:

PIS from developing markets: #1: Cost of living (80%)

- study as an opportunity to access a better quality of education ~ #2: Availability of scholarships (69%)

- Access more specialized and established programs in their #3: Finding accommodation (57%)
chosen field, #4: Safety (57%)

- contributing to the development of their own country, #5: Getting a job (54%)

- get a more internationally famous university on their CV,

- standing out in their own national employment market
(employability)

PIS from developed markets:

- extended networking opportunities,

- improved employment prospects

Stage 2- Search for Information: Hobsons (2014), QS Enrolment Solutions
(2017 & 2018) inquired about factors of PIS while searching for and pre
evaluatng potential foreign HEI. Although these studies did not put great
enphasis on that stage, four factors could be derived:odalsmedia (2) website

of HEI, (3) response time of HEI after an enquaygd (4)agents According to QS
Enrolment Solubns (D18), 65% ofthe PIS use social media platforms before
they make anrguiry. In 2017, even 85% of the PIS stated they used social media.
With regard to the response time, PIS expect at least weekly contacts by the HEI
after their enquir(QS Enrolment Solutions 2017The use of agets was only
addressed by Hobsons (2014), whereby theyswuderlined that these third
parties only play a role for about 10% of the respondents, mainly PIS of South
East Asian nationality.
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Stage 3 & 4 Evaluation ofalternatives &Applying & HEI abroad According to
the analyzed empirical studies, PIS follemspecific order in making their study
choice: coursé countryi towni uni ver sity (s. section 3.1). T
essential to look at the specific influengifactors of these sutecision makng
stages as we may assume they are also relevantacfaegvaluation.

Factors influencing the choice of field of study were addressed by QS Enrolment
Solutions (2017 & 2018). Both of these studies emphasizedrfacuch as
teaching quaty, tuition feesas well as digh graduate employment ratdmong

the relevant factors are also criteria such asr#rking of the course, good
reputation as well asstudying with likeminded people By comparing both
studies, i seems that in the lateeport PISput their personal development more

in focus: 72% of PlSstate that they chose their course based on taser
planning With respect to the high importance of this -slgdzision stage further
investigations are recamended.

With the excepon of QS Inelligence Unit (2016), all studies contained factors
influencing country selection. There are different factors of importance between
2014 and 2018. Due to this fact, it is not possible to derive an overall ranking.
Instead a set of stated nhoslevant &ctors of PIS shall be provided:

Figure2:

Set of most relevant factors influencing country choice of(Rtshsons EMEA2014; QS Enrolment
Solutions 2017, 2018; QS Intelligence Unit 2018)

(1) Quality of education compared | (2) Country’s attitude to (3) Costs ( affordable cost of
to home country/ teaching international students/ living, scholarship/financial aid
quality safety of destination availability)

International recognition of country

qualification of guest country/
well-ranked universities

(4) Ease of getting a visa (5) Good graduate (6) Person-related reasons
employment options (cultural interest and lifestyle,
institutions I'm interested in are
located there)

AThe consi der axhodsmmawwnromrcdyeao study énmwere similar.
The top two mostmportant factors were again considerations of teaching quality
and the welcomingant ur e of Q8 EnolinemtcSaldibhsR013p. 9).

All studies included criteria to evalte and choose foreign HEI. Factors which

were identified majorly and are ratheighly ranked by PIS include: (¥unding

availabilities (scholarships) & tuition feg$2) academic repution & ranking (in

a studentds chosen s iejgtigoud bradd(3pteachina | preferred)
quality; (4) course match to owexpectationgnd (5)extent to which international

students are welcomedAdditionally, entry requirementsvere mentionedby PIS



interested in studying in the UK or Australfpiobsons EMEA 2014and 45% of
PIS considering stlying in Euppean countries valugood career service and
links to employer (QS Enrolment Saitions 2018) QS Intelligence Unit (2016)
researched that PIS sormetis meet difficulties assessing information they need to
reach ahoughtful decision. Due to the fact that PIS will most likely search from
abroad, thdigital Communication by HEWill i nfluence th& choice as wellQS
Intelligence Unit 2016)

Recommendations, advice and feedbfiokn othersare an important source for

PIS while making their dedan (QS EnrolmentSolutions 2017)In the latest

report by QS Enrolment Solutiof®% of PIS stated that they had been affected

by influencers at some st exgesencedfie’d®% of t hem
and family has influenced their choice of country to study QS Enrolment

Solutions 2018p. 17). QS Enrolment Solutis (2017) found, thaiarents, career

advisors and career counselloas well adriendsare key influencers of PIS.

AiThevast majoriy (73%) will only consider five universities or fewehjs means

that a significant proportion (27%) are considering applying to six or more
universities underlining the increased competition European universities face from
their global conpe i t @6 &mrolment Solutions 201®. 13). With regard to

fi Sgeal-Appl yi ng at, sttdénts use brd @ara ohfluenced Sncial
Media (QS Enroiment Solutions 2017, 2018Furthermore, 68.6% state in the
early report to expect at least a weeklymmunication by HEIThis is also
expected by78.7% of the PIS during St a5 r ma(QS$ Erolment
Soluions 2017)

When comparing the results from the scopamalysis on theoretical concepts
with the empirical results on the decision making process of potential
(international) students, the following conclusions can be drawn:

(1) Both kind of saurces must & viewed as useful complements of each single

source as &th offer advantages but hold limitations in respect to their use in

educational marketing as well. Empirical studies provide clear
recommendations to marketing departments of HEIgH@ayt do not mp the

full complexity of the context in which students keatheir choices. Thus,

their marketing measures are based on a simpler image of conditions and may

not be perfectly targeted at the needs, wishes, problems etc. of PIS. The

advantageof complementar theoretical models, on the other hand, is the

mappingd the #Afull 0 context of decision maki
offer handson recommendations for marketers and are simply too complex

for daily use in marketing.

cl

ng

ai

(2) With regard tothe first stagef Need recognition & Aspiration

abr oado | studips providea additional value, as they describe
motivations, but also concerns of PIS in going abroad in more detail. This
al so counts for the fSerkalstddiesfeontorel nf or mat i
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recent in respect to (digital) communication bgbaand expectations of PIS
on the communication to/ from HEIs.

B Empirical studies did not di fferentiate betw
and #AApplying at H E lide dehrraedadfor @hoicée t they prov
making, which can be considered relevavaluation criteria as well.

Additionally, these studies providedew knowledge on the size of the
application set, the order of choice and the influence of new information and
communi@tion techntogies. Based on the empirical findings, theoretically
deived influencing factors on the decision making process may be
prioritized.

3 Summary model & managerial implications for hei

At this point a presentation of our generic concept, whictbdsed on an
aggregation of the gained knowledge on theoretical cem@htary models and
empirical findings, is expected. However, ogeneric concept would be
characterized by the same limitations as the existing theoretical concepts: too
complex and lespracticeoriented for use in HEMarketing. For this reason, we
have tried to transfer our knowledge on the decision making procedsita
influencing factors to a practical marketing tool. TBelying Proformaby
Dibb/Simkin was used as a basic framewarls i tilt on ¢he dcdepted best
practice principles from the ping behaviour literature and, over the years, has
provedverysacessf ul in portraying th@bbnature of the
and Simkin 2008p. 42). Tke Buying Proformaintegrates (1) a Customer Profile;

(2) Buying Center Composition (people involved in the purchase atitkir
respective rolés (3) Key Customer Values (factors considered most important

by customers (4) Buying Process Minanics (= ®ps involved in the buying
process) and (5) the Core linces (= any factors which have an influence on the
buying decsion) (Dibb and Simkin 2008)

The developeduying Proformaholds all the relevant information on a general
PIS, making choices to study abroad. More relevant influencing factorxshwhi
were highighted in the empirical studies are in bold print. Weisel marketing
departments to use the provided proforma as éirgigpoint and ask to develop
target market specific proforma (PIS of a specific region or country in focus) and
integrate their findings. Additionally, we hope our idea stimulates creative
thinking about communication and service offers to MBSt to menion the
opportunity to create more efficient marketing activities by considering pull (=
marketing measures to create daw for stugling abroad) as well as push (=



focus on countries in wbih conditions support study abroad aspirations of PIS)
dynamicsm attracting PIS.

Neverthelessour efforts have to be critically viewed as well. Firstly, there are

limitations on the ature of theperformed scoping study. Research was focused on

Englishsources only and it will be necessary to investigate the impuertaf each
influencing factor of a studentoés deci sion
limitations, we recommend quantitagivstudies aoss students from different

countries to verify our compt, develop target grotgpecific buying proforma

and to weigh He importance of factors. Secondly, we tried to reduce the

complexity of decisiormaking processes by developind@@aying Proforma To

which extent the proposed proforma proves a bet@eicability also needs to be

investigated.
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Figure3: Buying Proforma of PIS

Customer Profile Consideration Set & Decision Influencing Factors
Making Process

Pre-Search Need recognition Social, economic and policy context
Awareness & & Aspirationto & AL LA iy . .
Knowledge Set study abroad a: General: Occupational structure; Economic

b: Public Policy did
e: Media
Post-Search B. Destination Country
Awareness & I a: General
Knowledge ' \ Occupational structure; Economic conditions,

Set cultural conditions, safety, job opportunities;
Quality of education compared to home country/
g quality, International recognition of
qualification of guest country/ well-ranked
universities, Ease of getting a visa, Geographical
location destination country; Cost of living, Finding
Consideration ) Accommodation, Countries attitude to

Set > | safety of

¥
Evaluation of

country
b: Public Policy Aid
c: Media: Available info destination country

| High School Characteristics:
| Availability of resources of high schools (quality;

\ assisting

Application
Set

Applying at HEI
abroad

] | Characteristics: Cost/ Financial Aid: Size &

Choice Set & B " | Location: Control (public/private); Program
Choice availability; tuition fees, Extent to which
| inter

A — B

, Communications activities: descriptive
information, such as college catalogs and relevant
‘brochures; direct mails; visits to colleges; Digital
C tion (Social Media; Website),
Response time of HEI after an enquiry
Performance Indicators: teaching quality,
graduate employment rate; ranking (in a
student’s & global pi 2

" reputation; studying with like-minded people

Post-Choice
Evaluation

* Information Sources:
| External: Social Media, Internet Research,
| Internal; Influencers

Search (=How i

Financial Aid (need-based and non-need-based
grants, subsidized and unsubsidized loans, work-
study, and tition tax credits)

student's expectations about the probability of
admission
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Workplace Selection Preérences of Bectrical
Engineering Studentsof Hungarian Universities
i Early Research Findings

Szabolcs Kiss

szabolcs.kiss@pgr.anglia.ac.uk

Abstract: The research explores the workplace selection preferences of Electrical
Engineering (EE) students in Hurmign universities. The theoretical framework of the
interdisciplinary researchis guided byemployer attractiveness, career decision making,
social néwork, and migration theories. Early research findings based on key informant
interviews provided interesig insights. Orine surveys and interviews with EE students
are ongoing to expand findings and to answer all research questions.

Keywords:employerattractiveness, career decision making, social capital, social network,
migration, electrical engineeringtudents, Hungarian labour market, mixed methods
research design

Introduction

This research investigatethe workplace selection preferences eiectical
engineering studentsf Hungarian universitiedt has keen documentethat in
recent yearshere isa shortage of engineers in Hungatyresearch by Manpower
(2015) concluded thabetween 2010 and 2018he professional talent shortage
increased globallyas well asn the EMEA region,andin Hungary. The research
also notedt h a't engineering was one of the top four
globally between 2006 and 2QIEngineeringwas nameds ore of the three most
significant career opportuties andas the second most critical pragem in terms
of the future of Hungar{Manpower, 2015)The criticality of the engineering
professioncombined withthe difficulty to fill open engineering positiontseate
challengego theHungarianeconomy(MTI, 2015;S 8 gi ,. 2015)

The demand for highly skillegngineering talent is risingn Eastern Hungary.
Several high-tech, multinatioral companiesannounced investment plans into
Eastern HungaryThe total investment valuis close to 400 billion Hungarian

L EMEA = Europe, Middle East, Africa



forint (around 1.2 billion Euro) and the number of plannedew workplaces
around Debreceis morethan4000(Trangbaek2015; autopro, 2015; MTI, 2016;
HIPA, 2016; HBNPA, 2017; HAON, 2017a; HAON, 2017b; HAON, 2018)
Table 1 below lists the high-tech, multinationalcompanieswhich annourted
investment plans into Eastern Hungaihe investment valugthe number of new
workplacesplanned to bereatedand the locatiomwf their investments

Investment Number of new
Company name value (HUF) workplaces Location Source
National Instruments -
. 5.5 billion 210 Debrecen (HIPA, 2016)
(ni.com)
(Trangbaek,
Lego (lego.com) 30 billion 1600 Ny 2 r egy 2015; MTI,
2016)
i |
Continental 5.1 billion 681 Doy | CULEEE
(continental.com) 2015)
HAON,
Krones (krones.com) 15 billion 500 Debrecen (
2017b)
Th ki HBN-PA,
UL 11 billion 250 Debrecen (
(thyssenkrupp.com) 2017)
HAON,
Diehl (diehl.com) 2.7 billion 150 Debrecen (
2017b)
HAON,
BMW (bmw.com) 330 billion 1000 Debrecen (
2018)
Total 399.3 hillion 4391

Table2 List of highttech, multinational companieghich announcednhvestment plans into Eastern
Hungary Source(Trangbaek, 2015; autopro, 2015; MTI, 2016; HIPA, G04BN-PA, 2017; HAON,
2017a; HAON, 2017b; HAON, 2018)

The nvestment in the area is linked to the ability of companies to recruit highly
skilled workforce Many of the newworkplacesplannedto be filled with electrical
enginees. Therefore understanding the factors whiclattract electrical
engineeing talent can increag the chance tadeliver returns on the planned
investments@ind carpromote future and further investmenttithe region.

1 Literature Review and Theorethical Framework

Employer attractiveness is a very complex concept which is widely researched by
multiple disciplines including management scien@@atewood, Gowan and
Lautenschlager, 1993yocational psychHogy (Soutar, 1983)applied psychology
(Jurgensen, 1978ommunicatior(Bergstrom, 2002)and marketingAmbler and
Barrow, 1996; Gilly andVolfinbarger, 1998; Ewing, et al., 200Z)ne frequently
cited definiton of employer attractiveness 8t h e envisioned
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potential employee sees in working for a specific organization. It constitutes an
important concept in knowledgetersive contexts where attracting employees
with superior skills and knowledgcomprises a primary source of competitive

a d v a n t(Bemhen, Ewing and Hah, 2005 p. 15This defnition is relevanto

this research asleztrical engineering is a knowlgéintensive professianThe
definition highlightsthatdespite of the shortage of engineers in the labour market,
companieswith higher employer attractivenegsn increase their chance for
successndtheir competitive advantage

In economic terms, shage appears when the demand exceeds the supply
(Samuelson r@d Nordhaus, 2004)The shortage situation can be resolved by
increasing the price of the obje@the increased priceill reduce the demand and
increase the supplywhich will result in a newequilibrium (Samuelson and
Nordhaus, 2004) Based on this economic analogy some may assume that
increasing the salary ddlectrical engineerscan address the shortage situation.
However academic research suggests, that salaoyds butnot the aly one
factorinfluencing theworkplace selectioprocess

The Employer Knowledge Framework (EKFntroduces several factors
influencingemployer attractivenesand groupshe factorsinto three categories

(Cable and Turban, 20Q1First, employer informatiorincludes factorssuch as
organization size, level of centrd z at i on, geographical di spersion
concern for society and the ersiiment, organization values and culture. Second,

job informationincludes factorssuch aghe type of work, job title, job level, job
descriptions, salary, and career adwanent opportunities. Third, people
informationir ef er s t o t h ethat goppzise arf organizationvandd u a | s
who would be potentialewor ker s t o (Gablg aothTibane 20&Lepr O

126). The categories andhe factorsintroducedby the EKF provide additional
considerationgor this research iexploringthe preferencesf electrical engineers
duringtheir workplace selection process

Several academic research confidmeéhat the importance of Employer
Attractivenesd-actors(EAF) differs based omultiple variables Some variables
influencing the importancef the attractiveness factoasegender, age, academic
performance, level of education, working experience, eympémt status of
parents, disciplinary background, and courftrigvens, Hoye and Schreurs, 2005;
Taylor, 205; Ng and Burke, 2006; Bonaiuto, et al., 2013; Ng and Gossett, 2013;
Bendaraviciene, Bakanauskiene and Krikstolaitis
et al.,, 2015) Based on theabove academic reseaeshthe EAFs can not be
generalizedto all professios in all countries, in allife cycle stagesof the
research populatiomhereforeit is recommendetb explore theeAFs considered

by the electrical engineéng studentsin Hungary during their school to work
transition period.

Beside employer attractwess, everal other theoriesan help to expre the
research topiin a wider and deeper conteXtheories about thdifferent career



decision makingstyles(Gati, 1986; Gelatt, 1989; Hodkinson and Sparkes, 1997;
Hodkinson, 2008)theoriesaboutthe influene of social network@&ranovetter,
1973; Bourdieu, 1986; Coleman, 1988; Putn@®01) and theoriesaboutthe
impact of internal and externatigration (Todaro, 1969; Massey, 1993je few
examples ofadditional conceptsfor cosiderationsBased on itdimitations, the
main focus of this papeemainsgn thetheoryof employer attractiveness

2 Research Methods

The study uses mixed methods research desi@Buba, 1990; Wildemuth, 1993)
In the first phase of data collectionyajitative datavere collectedthrough semi
structured interviewsfrom 52 key informants.In the second phase of data
collection quantidive data were collectedhrough online surveydrom 164
electrical engineering students the third phase of data collectiordditional
qualitative data is planned to be collectebugh semitructured interviewfrom
electricalengineeringstudents

Mixed methods research generally takes longeguires more resourcgeenduses
different sampling techniqueand data collection procedures(Tashakkori and
Creswell, 2007)Key informants were selected with purposive sampling. Key
informants included hiring managers, HR managers, recruiters of engineering
employers, headhunters of recruitment agencies, university professors, career
advisors, deans of elemwtal engineering fadties, and members of several
engineering associations in Hungarfhe key informants had thousands of
meaningful conversations with early career electrical engineers. Therkéyre
informants were expected to have deep understardititze workplace sektion
preferences of the research populatidime faceto-face, semstructured key
informant interviews required a lot of travels within Hungary. However, the
personal meetings helped to build strong professional network and igentifi
additional intervéw candidates using snowball sampling.

Electrical engineering studeniis eight Hungarian universities hadtcess to the
online survey.The research was promoted warious forums considering the
different permissions,requirements, angreferencesof the universities Some
universities provideddirect access to students duritectures and seminarin
these caseshé researcher introdutethe researchexplaired the benefis of
participation and studentsvoluntarily filled out the survey on theihandhdéd
mobile devices Other universitiesdid not allow direct access to studentait
recommendeabnline promotion of the researchln these instanceshe research
informationandthe surveylink werepostedin severalFaceboolkpages. The posts
werepublishel on theofficial Facebookpage ofthe electrical engineeringaculty
and onthe Facebook pages dflectrical engineeringassociationsBeside the
Facebook postsstudents also received an email from tnaiversity student
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council to promotethe participaton in the researchEach Hungarian university
with electrical engineering facultgceiveda unique link to the online survey. The
unique link helps to avoidaccidental mix of data and enables the continous
tracking of survey responses for every univgrsit

The mixed methodsesearch unitethe benefits of thgualitative and quantitative
methods which improves the overall strenth of the findings and offsetthe
limitations of the two methods.The research was designed to ensure high level
reliablity. Careful research degn and poper documentatioallows the research

to be replicated by othemt different timesjn different regionswith different
populaton. However, the limitations of the research should be recognized in terms
of validity and geneslizability. First, the research participants are contacted only
one time during the project. Therefore the internal validity of the research can be
lowert han in case of a Obefore and afterdé or
Secondly, lhe data and the alyses presented in this paper are based on 52 semi
structured interviews with key informants and 164 online survey responses from
electrical engineeringtudents.The second and third phase of data collection is
still ongoing. Thereforethe final finding of the research may differ from the
early findings presentedin this paper.These limitation should be carefiy
considered before making any generdla of the research findingsresented
below.

3 Analyses andEarly Research Findings

The different type of research dataollected during mixed method research
shouldbe analysed differentl{Tashakkori and Creswell, 200During the semi
structured interviews, dy informants were asked list the EAFs consideredy
the electrical engineering studerduring their workplace selection procebsen
key informarts were asked tiwlentify thethree most important factomsfluencing
employer attractivenessajority of the key informantsemphasizedsalary and
other monetarybenefitsas the most imporarEAF. Few of the key informars
answered thenterview questionby simply singingthe famous pop songf
ABBA: fiMoney, money, monéy. Beside the monetary compensation
interviewees also hidighted the importance ofeveral normonetary EAFs
Many key informantsmentionedthe significanceof flexible working schedules
and worklife balance Some key informats indicatedthat EAFs are changing
over time and they recognizm increagd relevane of flexbility and worklife
balancein recent yearsSeveralkey informantsrevealedthat most electrical
engineerscan be demotivated by repetitivemonotonous workand can be
motivated byprofessionally challengingreative work

The online survey idaded thirteen EAFs presented in Table &f this paper
Several scalesmeasuing employer attractiveness were consa@teduring the



selection of the thirteen EAF3hese measurement scaléscludedLyons Work
Values SurveygLWVS) (Lyons, 2003; Kuron, et al., 20},5he Organizational
Attractiveness Extraction Scale (OAE®Bendaraviciene, Bakanauskiene and
Krikstolaitis, 2014) theEmployer Attractiveness Scale (EmpABerthon, Ewing
and Hah, 2005)andthe scale used by UniversumtheWo r | d 6 s Mwest At tr ac
Employes survey(Universum, 2019)The electrical engineering students were
asked tcselectthe five mosimportant factorghey consider during tireemployer
choiceandrank them in ordr of priority. A score was assigned every factor
with a rank the most attractive factor receivedore offive; the secondmost
attractivefactor received score ofour; the third most attractivefactor received
score ofthree the fourthmost attradve factor received score dfvo; and thefifth
most attractive factor received scoreoofe If a factor did notmakeinto the top
five ranking, it receivedscore of zeroAt the end of thescoring processan
average score was calculated for all the ¢einEAFs.

Based on the above describstring methoddCompetitive salaryand monetary
benefit® was identified as the most imporarEAF, followed by 6 éng term job
securityd and 6 lExible working schedules allowing weotite balancé& Table 2
belowlists all the thirteen EABwith their corresponding average rank.

Employer Attractiveness Factor (EAF) Average Rank
Competitive salary and monetary benefits 2.96
Long term job security 2.15
Flexible working schedules allowing walite balance 2.05
Good cdleagues to workvith 1.63
Wide range of development and career opportunities 1.15
Good leadership to work with 1.03
Attractive work environment 0.96
Professionally challenging, creative work 0.88
Convenient location 0.71
Innovative modern technology 0.70
International travel opportunities 0.47
Positive employer image 0.18
Inspiring mission 0.13

Table3 The list of Employer Attractiveness Fact@EAF) in descending order of their average rank
(Online survey questionWhiich of the following factors are most important for you when making
your employer choice? Please select top 5 and rank)t(reri164)

An important contradictiorshould be noted between tfiadings from online

surveyand thefindings fromkey informantinterviews.Al t h o u g termjlh o n g
securityd is the second most i mmeoft ant EAF
the key informantamentionedd ang term job securifyas an importanEAF

during the interviewsOn the contraryseveral key informantiighlighted the

short term time orientation of electrical engineering studentduring their

workplace selectioprocess One of the key informantdescribedthe electrical
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engineeing studentsas a generation whiswant it all, and want it no&. Another
key informarn explainedthatas soon as the early career electrical engireesrept
ajob offer, theyimmediatelystartto look for the nexgob to take advantage of the
labour market opportunities.

The difference betweeaheresponses oftudens andresponses dfey informans

about short and long term time orientatisasalsoconfirmed bytwo othersurvey

questionsFirst, 85% ofelectrical engineéng studentsagreed or strongly agreed

with the following statement:6 | 6 m r e a dshort teom camgploraises to

achievemylongt er m c¢ ar eSecondonly 20Po (0fshg surdrey respondents

agreed or strongly agreed on ttatement hat 6| try tdaermmaxi mi ze t he
benefits even if | have to sacrifice my leteym career goal I fact,46% of the

respondentslisagreed or strongly disagreed witte secondstatementFigure 1

below showsthe number ofespondent®n a five point Likert scale for éhtwo

guestions about time orientatianthe online survey

Short vs. Long Term Time Orientation (n=164)

» 100 86
IS
% 80
56
S 60 52 23
&
@ 40 73 271 27
S 20 6
;0 ol
-E 0
z Strongly Disagree Neutral Agree Strongly Agree

Disagree
B I'm ready to make short term compromises to achieve my long-term career
goal(s).
M | try to maximize the short-term benefits even if | have to sacrifice my long-
term career goals.

Figure4 Short vs. long ten time orientation on five point Likert scale (n=164)

In summary, lhe answersof electrical engineering studerghowedthat majority
of the respondets havelong termtime orientation andhey are readyto make
short term compromises for their long terbenefits. On the other handthe

answers of key informantshowed the oppositesult Key informantssuggested
that electrical engineering students hahert termtime orientaion andthey are

not readyto make short term compromises for their long tdremefits.It is

important to notehat additionalresponseso the online surveynay changehe

early researcfindingsshared in this paper



Conclusions

Both the qualitative and the quantitativedatashowed that alary and monetary
benefits are the mostimportant EAFs for electrical engineéng studentsof
Hungarian universitied=lexiblity in working schedules and wotife balanceare
alsoimportantfactors during the career decigiomaking procesKey informant
interviews andonline survey response$ electrical engineering studerghowed
consistency in the above two conclusions.

However key informant interviews and online survey responses of electrical
engineering students shedinconsistency in terms dafhort vs. long term time
orientation On ore hand, ky informants emphasized thalectrical engineering
students are short term oriente®n the other handmajority of electrical
engineering studentdeclaredong term time orientation angillingnessto make
short term compromises in order toh@ye their long term career goalEhe
additionalinformation planned to beollected during the second and third phase
of dad collection may offer resolution forthe contradiction between the
qualitative and quantitative data

It is important to recogae the limitagd generalizability of theefindings Career
decision makingds a very complex phenomena which can nosibgplified to the

ranking of different EAB. Therefore, t is recommendedbtextendthe research
with other theoriesvhich mayrefine is findings andprovide a clearerpicture

about the workplace selection preferences of electrical enginegtidgnts in
Hungary.
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Abstract: The warnings of encouraging litigation seem to have fallen into deaf ears, as the
number of incoming cases to courts are still on the rise. thefess, to address disgst

there are also increasing numbers of mediation cases. This study compares alternative
dispute resolutions in two different national contexts and reviews the possible advantages
of this method in conflict management. Our stisdintended to review ifantext can help
explain the increasing popularity of alternative dispute resolutions? We examine the status
of mediation, as an alternative dispute resolution procedure, in both Hungary and Spain, to
compare this alternative to ¢hcourt proceedings filednnually. The study addresses the
question of whether mediation reflects a more economic driven mentality, and what the
drivers for this type of resolution are. We also examine the cost to the parties involved in
conflicts who chose mediation in both Huagy and Spain. The way conflict is resolved
can vary, however acting on a basis of mutual trust in conflict resolution management
method, helps to obtain a fairer resolution to the dispute and this can be systematically
facilitated. This form of conflict Bnagement can also help enable the parties to take
responsibility for themselves in resolving their disputes.


mailto:felix.puime@udc.es
mailto:f.reyesr@usal.es-obuda.hu

1 Conflictis everywhere

Conflict is everywhere. It can be found in human interactions as wellsindss
interactions. @mpanies involved in formal conflict, search for lawyers and
leaders that resolve conflict in an efficient way. This means not only to address the
issue of conflict and come to a solution but also to do so with the best use of
resouces possible and thassures a final solution rapidly. In the last quarter
century, alternative dispute resolutions (ADR) has become an increasingly
efficient and popular strategy to conflict management. Among the most well
known ADR methods are mediatioconciliation, negotigon and arbitration
(LiebermanHenry, 1986)

Litigation present a series of inherent disadvantages for compathiesparties

lose control, the lawyers and the judicial system have power over the timing and

procedure of the conflict resolution, andresult, disputes can take years to come

to any resolution. The parties lose the ability to communicate with each other in

order to resolve the problem. This causes most business relationships to be ruined

and erodes trust and cooperation. Also, the cddiggation increase significantly

due to del ays and (mostly) t he | awyer 6s fees
embroiled in litigation can lose its competitive advantage.

On the other hand, ADRs have become progressively common due to the
advantages to lit@ion such as benefits in costs, simplicity and maintenance of
the power of the entire state of affairs. In case of usage of these methods, a
resolution is only reached if both sides accept to engage in this voluntarily. This
own-willed approach to a confit management implies a rationalized approach to
the conflict at hand. This same rationalized approach also looks to quick
conclusions that allow to construct a scheme to frame the relationship to prevent
future disputes.

While there are some notable noes between the different ADRs, they share the
common feature: the dispute is mostly decided by the parties involved and less
power is given to the third party involved (i.e. mediator, referees). Whereas in the
case of litigation, the jury is granted ahsgel powers for the resolution of the
conflict and to enforce this resolution. In mediation, the parties determine the
result of the dispute and are in power of the conflict management the whole time
while in arbitration, the result is determined in accom#awith a rule, the law
applicable. In both cases of ADR, when deciding on a result, the parties can take
account for a wider range of rules, and in particular, their respective commercial
interests.(Bercovitch& Jackson 2001) Therefore, mediation andhitration are
procedures ba&sl on interests and rights. The fact of taking commercial interests
into account also means that the parties can decide the result by reference to their
future relationship rather than solely by reference to his past conduct.

As stated by Abraham Lincolthe role of lawyers in conflict management should
be that of a facilitator, and conciliator. If lawyers fail to do so, they will only
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magnify the divisiveness and become part of the problem, rather than part of the
soluion. (Reavley 1990 Nies 1991), Rambo, Lawyering: The Need for Civility

in Civil Litigation, 32 IDEA 1, ¥2.This leads the conflict to dnsform into a
destructive phase in which the parts are adversarial and confrontative. This
destructive phase is an outcothat is not desired by the parties and that results in
increase of costs, resources and impedes dispute resolution. The relationship
between opposing parties and their capacity to cooperate and even trust the other
party in their capacity to manage conflithe conflict can be resolved more
rapidly, with less cost to the parties and in a constructive manner. This type of
resolutions mg even help rebuild connections, restore matters to its original state,
create new relations between parties and dgvebmmunications between them.

The term conflict(Coser, 1956 Dahrendorf,1959 Pondy, 1967, Fink, 1968)
Some conceptual difficulties in the theory of social conflict. Journal of Conflict
Resolution, XII, 4as no single clear meaning. Much of the confusionratdhe
definition has been cresd by scholars in different disciplines who are interested
in studying conflict. Reviews of the conflict literature show a conceptual
sympathy for, but little consensual endorsement of, any generally accepted
definition of conflict. There is tremendous vaince in conflict definitions, which

is mainly defined according to two approaches. First, a more specific approach
which includes a range of definitions for more particular interests or areas.
Second, a broader approach ieth include a variety of more wédranging
definitions that attempt to be more-aitlusive in the subject matter. We use the
definition of Rahim (2011yvhich is more of a broader approach. According to this

author, Aconfl ict c awminlhe standand méclarisnisd as a br eak
decision making, so that an individual or group experiences difficulty in selecting

an alternativeo. Conflict is even published by
is nothing more than a change in the form of conélicin the antagonists or in the

objects of the conflict, (Coseri®g ally in the chan

Some important aspects to consider regarding the nature of conflicts are the

intentions, motives and evolution of the interests of the pantieshied in the

dispute. If the parties ar@dussed on one aspect of the nature of the conflict and

mistrusts the opposing party, this might escalate and impede alternative dispute

resolutions. In acting as problesolvers and looking to resolve the codiflithe

parties develop some trust in thenflict management process. This can be seen as

a: flagree to disagreed approach to conflict.
parties, even though they disagree on an issue, can be an asset and may help

reduce trasaction costs. This approach favours ADRghuds such as mediation

or arbitration(C s e r 20%Y): ,



2 Price of the conflict

2.1 Hungary

In the case of Hungary, the conflict management revolves around different
litigation costs. Some of the most importanttscare signalled in the study. In the
case of litigatn, which continues as the most popular formal conflict
management procedure there are several costs to bear in mind. First, one can
clearly compare the type of costs a plaintiff might have during ibpriecedure.

To this point, a plaintiff reviews gerardata about court fees. Regarding the court
fees, the most significant question is the cost of court fees which depends on the
value of the cause of the lawsuit.

Another important cost other than cofees is the court fee duty which has to be
paid befoe or simultaneously with the filing of the complaint. This duty can
amount to 6 per cent of the disputed claim, (therefore this is not a fixed cost, rather
it is proportional to the amount of the dispu

In other alternative dispute resolution methoalsd civil and noditigation
proceedings, this fee is based on, unless otherwise provided by law, the value of
the subjecmatter of the proceedings at the beginning of the proceedings and the
value ofthe claim or part of the claim disputed in the apgeakteedings. When

the value of the subject matter of the proceedings cannot be determined, and
unless otherwise provided by law, the basis for calculating the fee of civil
litigation shall be:

- 10890 itngation before the -litgatient r i ct

proceedings;
At the Tribunal:

court a

- 186740 for l'itigation at flitigatisnt i nstance ar

proceedings,

- In appeal proceedings, i n Aitlyationc a s e
proceedings 529040,

- In appeal proceedings before the court of appeals, in case of litigation
186740,

innonl i ti gation proceedings 9330;

- Retrial procedure: 15560 in appeal

of Ilitig

proceedi

- 21780 in the review process (1990: XCll11l. Ac

If a pary statesseveral claims arising from a legal relationship or from several
legal relationships in a proceeding, the total value of the submitted claims shall be
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taken into account in determining the value of the subject matter of the
proceedings.

- The fee fo the divorce is9 3 U . I't is not possible
value of the claim for the settlement of the housing usage in a marriage
dissolution claim when determining the fee. If the party claims other
property rights, only a portiotover divorce ase feewill be paid.

- Fees for labour disputes if the value of the subject matter of the
proceedings cannot be establish@dl U .

In Hungary, the costs of the fees of experts, translators, interpreters and the
compensation of witnesses are also regarded as procedstal Other costs in
connection with the court procedure are the costs of administrator trustees, the
costs of inspections conducted on premises (costfifming oved or local
inspection and the costs of the courts' correspondence.

2.2 Spain

The conflic management for litigation processes in Spain is complex due to the
combination of relations between the various legal operators and the authorities
several different authorities (autonomous) that make up the public judicial
administration. The judicialysten is often criticized for the excessive slowness
on the one hand, opaque functioning (particularly for citizens), and because its
considered to be excessive or disproportionate regarding its costs.

There have been notable efforts of the Central Govenmtend the Autonomous
Communities Governments to improve the efficiency and effectiveness of the
services offered by this public service. Efforts have been concentrated in two
fronts: First, through the creation of public offices that provide a strufiuthe
various legal professionals (lawyers, prosecutors, and experts to a lesser extent).
Second, the governmental agencies have adopted a tariff regulation specifically
designed to protect people from risks that may result from a lack of information.
Nonetteless, there are still many legislative loopholes and several instances found
through litigation that are seriously damaging to citizens and make processes
unnecessarily long.

The total cost of a procedure depends not only on the professionals whie will
involved, but also on the nature of the dispute of the type of procedure and its
complexity. To any of the fees that plaintiffs face, a fixed fee for right of
procedure is added that is calculated according to the dispute and the person
(physical or juidical). Tax fees have to be paid before any introduction of
proceedings. Intervening agents, translators and interpreters may also be involved
depending on the complexity of the dispute, which will result in a higher cost than
the mere intervention of Eawyer and a prosecutor. The lawyers' fees will vary
according to the Autonomous Community and the territory of this according to the
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province. In fact, each Bar Association (i.e., Madrid, Castile and Leon, Barcelona,
Andalusia) publishes its own criterfar guidance on fees, while the rights of
prosecutors are set for the entire territory of the Spanish State and the Fixed
procedure fee is also a national tax.

Plaintiffs can obtain an idea of the proportion of each cost in proportion to the
value of the @pued claim (even though some are not stated according to the
value of the dispute and are fixed taxes). A regular litigation process in Spain is
more or less reflected in these costs:

Court fees 10%- 30%
Bailiff fees 5%- 20%
Lawyer fees 80%- 95%
Expet fees 5%- 15%
Witness compensation 1%- 3%
Translation/interpretation 10%- 20%

When analysing litigation processes in a more international viewpoint, the legal
costs can be considerably higher, precisely because of thebonas nature fo

the dispte. In these cases, plaintiffs should consider the increase in the costs of
translations and interpreters, of witnesses and lawyers travel, if deemed necessary.
Increase in costs are also manifested in the more expensive costs for notification
or executiom of decisions, or those related to the obtaining of evidence. All of
these crosborder litigation costs can be a barrier to access to justice, and increase
the transaction costs for litigation, primarily to individuals and small companies.

Thefixed feefor cost of procedure (bringing the conflict to the courts) mentioned
previously are generated according to a fixed scale. These costs are represented in
the following manner:

fln civil matters the fixed codhtes range from
procedire:
- 90 a4 for civil proceedings oral and negoti a

- 150 u for ordinary procedures, judicial I

forced execution of enforceable titles of extrajudicial origin as stated in
Article 517 of the Code of Civil Poedure.

i In administrative litigation matters, the fixed cost is:
- 120 0 for a quick procedur e.
- 210 a4 for an ordinary procedure.

To the taxable base litigators add a variable cost according to the applicable
percentage which varies, according to the rateprocedue between 0,5% to a
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maximum of 1 million euros and 0,25% of the amount of the litigation decided by
a judge, but never exceeding 6,000 0.

To this fixed procedural tax may be added, if the proceedings so require, costs
relating to the copies ofhé applicdbn and the attached documents to be
submitted at the same time as the lawsuit. Each copy must be accompanied by as
many copies as there are parties to the proceeding, the original documents must be
delivered to the judge. These other proceduests alsdnclude obtaining, once

the judgment has been rendered, original documents brought to the proceedings
and that each party is entitled to be returned. While these might not seem to be
elevated costs, and depend on the issue of the conflict amdbem of paies
involved, they may prove to be relevant if there is an elevated number of parties
and subject matterThese expenses are paid by the public prosecutor, who
presents to his client a bill of fees that takes into account these fees and whose
rates set ¥ Royal Decree 1373/2003 of 7 November published in the Official
State Gazette no. 278 of November 20, 2003 and are as follows:

- To obtain and authorize copies, the public prosecutor will receive the sum of
0,16 euros per sheet (Article 85).

- For any regest to the court of restitution of the documents or obtaining a copy
of the judgment rendered certified in conformity with the original the prosecutor
wi || percei ve AftitleeB8)sum of 2.97 0, (

Article 24 of the Royal Decree also providdsmtt the paies shall pay the
following procedural costs:

1- For each request for the provision of a deposit, for the presentation of
documents outside the time allowed for the presentation of evidence, for the lifting
and cancellation of a confiscatiofgr the deérmination of the amount of the
procedure, for an adjudication, a subrogation of rights or a withdrawal, the public
prosecutor will receive the sum of 22,29 euros for each one of them.

2.- For each request for measures to provide a guarantbe wredito, such as

the anticipated methods of proof, the preventive entries of confiscations entered on
the public registers such as those of the property and their extension, the
opposition to the confiscation by a third party, confiscation of remtinara
increases in the amount of confiscation, and confiscations of convictions in
absentia, the prosecutor will receive the sum of 37.15 euros.

3.- For the patrimonial investigation carried out, the public prosecutor will receive
the sum of 30 euros.

One of the menbned shortcomings of the litigation process are its many (and
long) phases. After a first lawsuit is filed, there are several appeal processes that
might be taken. This of course impacts in the length and duration of the conflict.
Some of the asts relatd to these appeals are:



Fees for the payment of a fixed procedural right for judgments that may be the
subject of an administrative appeal, this appeal can be both before the civil court
that before the administrative court contentious in cas¢udgment at first
instance, or an appeal in cassation against the judgments of the Court of Appeal as
described in Article 35 of Law 53/2002.

As in the first instance, this right includes a fixed share according to the procedure
and the jurisdictional adler, and avariable rate whose result is obtained by the
application, at the tax base determined by the procedural laws, okatptdished

rate according to the following scale:

1 The fixed share in both the Civil Juridical Order and Administrative Ltitga

i 3 0 Ofor appeal proceedings.

i 600 u for the appeal in cassation (Il ast
fvariable rate: From O to 1,000,000 U the

T For the sums above the applicable rate is 0.25%, up to a maximum of
6. 000 u.

The table belowprovides a summary and comparisoh fixed (not litigation
subject mattevaluebased) litigation costs in Hungary aimdSpain.

Hungary Spain

When the value of the subject matter| In civil matters the fixed costs range

the proceedings cannot be determinf r om 90 to 600 (

and unless otherwise provided tawi, | procedure:

the basis for calculating the fee of ciy , .
- 150 a for ordi

liigation shall be: judicial liquidation of companies, g

- 1089 u i n | ibafareg the | forced execution foenforceable titles

District Court and 6 22 -0 of extrajudicial origin as stated i

litigation proceedings. Article 517 of the Code of Civi
Procedure.

-90 0 for ci vil
negotiable instruments.
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At the Tribunal: The fixed share in both the Civil
, { Juridical Order and Administrative
- 1867 u for I

. Litigation:

instance and -

litigation praceedings, - 300 u for app
- In appeal proceedings, in th - 600 a for t

case of litigi cassation (last instancégh

nontlitigation proceedings 52 court).

U Variabe rate: From 0 to 1,000,00
- In appeal proceedings befo G4 the applicabl

the court of appeals, in case

litigation 184 For the sums above the applical

rate is 0.25%, up to a maximum
O innonl i ti gation pr 6. 000 u.

- Retrial pr ocie
appeal proceedings
- 2178 a i n t he

(1990:XClII. Act on Fees)

Table 1..Comparison of fixed (not litigation subject matter vahgsed) litigaibn
costs in Hungary and in Spain.

Souce: own research

3 Data Collection

To go deeper into the topic of analysis, we contacted experts on the subject. The
profile of the subjects were lawyers, businessmen and officials from both Spain
and Hungary. We cawulted them on the topic of analysise tresearch tool used

was a survey. The survey can be defined as a primary technique of obtaining
information, based on an objective set of people. The data collection is made up of
a series of questions that the msber administers and applies to thegle of
analysis in order to obtain the necessary information to determine the values or
responses of the variables in the stu@iyalotra, 2018).The study made a
questionnaire in the subject of costs of court pestings and costs of alternative
disputeresolution in the countries mentioned. In each country 20 expert people
were contacted and responded the questions. The questions of the study focused in
asking about the cost of litigations and cost of ADR, spedlfi:



1. Do you know the difference @ging the formal method of conflict resolutions:
a. ligations (Court proceeding) or b. tiiee costs of alternative dispute resolution
(ADR) such as Mediation and Arbitration?

2. Are the cost of alternative disputesolution (ADR) inferiors to the liigions
(Court proceeding)?

f

The 45% of respondents know the differences between the ADRS and the
cost of litigation because they have heard it from other people, such as:
acquaintances, friends, colleagues, lawyers

The figure shows that 30% of respondekhow the differences between
ADRS and the cost of litigation because they experience with them.

The rest of the participants 25% they cannot provide information about it.
In many cases, companies/Businesses dd&mow about their existence,
which is anobstacle to its potential use.

Hungary

25%

45%

® Yes, | know it, | have experienced it.
Yes. | have heard it from others: acquaintance / friends / colleagues [ lawyer.

| can not provide any data or information on this subject.

Figurel. Identification of differences between methods of conflict resolutions

(ADR/Litigation) in Hungary
Source: own research

The figure shows that 55 % of respondents knowdifferences between
ADRS and the cost ditigation because they experience with them.

The 35% of respondents know the differences between the ADRS and the
cost of litigation because they have heard it from other people:
Acquaintance, friends, colleagydswyers.

The rest of the participant®% they cannot provide information about it.
Some define ADR as parallel judgments and this positioning is detected
in other interviews.
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Spain

= Yes, | know it, | have experienced it.
= Yes. | have heard it from others: acquaintance / friends / colleagues [ lawyer.

= | can not provide any data or information on this subject.

Figure?2. Identification of differences between methods of conflict resmist
(ADR/Court Proceeding) in Spain

Sourke: own research

In Spain most participants know the difference between ADR and Cost of
litigations because they have experienced with them. Regarding Hungary most
participants know about the difference because tiese heard it from another
person (Lawyg colleagues, friend, acquaintance). It is important to highlight that
one of the motives of the unawareness of the conflict resolution methods is the
limited knowledge that exists of methods that comes from pessses and

publicity campaigns from th€Ehamber of Commerce to advisers or articles in the
press in both countries.

Hungary and Spain

12
10

B

&

N | .II
2

5 .

Spain Hungary
mYes, | know it, | have experienced it.
m Yes, | have heard it from others: acquaintance [ friends / colleagues [ lawyer.

® | can not provide any data or i nformation on this subject.

Figure3. Comparative figure with information of both countries (Hungary and
Spain) regarding question 1.

Saurce: own research



Once we had asked dig¢ knowledge of the formal conflict management options,
we focus on the knowledge of the cost implications of each of the strategies. We
then asked about the awareness of the cost relation and to know about the
reputation or experiences of the experts wavédn consultedThe 45% of the
participants knew about the inferior cost of ADR because they have heard it from
others (Acquaintance, friends, colleagues, lawydrsg 30% of participant knew

that the cost of alteative dispute resolution (ADR) are infers to the litigations
(Court proceeding) because they have experiencddhét.rest of the participates
(25%) can not provide information about this cost differences.

Hungary

m Yes, | know it, | have experienced it.
® Yes. | have heard it from others: acquaintance / friends / colleagues / lawyer.

| can not provide any data or information on this subject.

Figure 4 Perception of Cost of ADR inferis regarding the cost of litigations in
Hungary
Source: own research

In Spain the 45% of participant knew that the cost of alternative dispute resolution
(ADR) are inferiors to the litigations (Court proceeding) because they have
experienced it. The 35% diie participants knew about the inferiarst of ADR
because they havéeard it from others (Acquaintance, friends, colleagues,
lawyers). The rest of the participants (20%) cannot provide information about this
cost differences.
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Spain

m Yes, | experienced it.
1 Yes. | have heard it from others: acquaintance / friends / colleagues / lawyer.

® | can not provide any data or information on this subject.

Figure5. Perception o€ost of ADR inferiors regarding the codtlitigations in

Spain

Source: own research

In Spain most participants know about the inferior cost of ADR because they have
experienced with them. Regarding Hungary most participants know about the
difference beause they have heard it from another perdawyer, colleague,
friend, acquaintance).

10

(=R A -]

Hungary and Spain

Spain Hungary

W Yes, | experienced it.
B Yes. | have heard it from others: acquaintance / friends [ colleagues / lawyer.

M | can not provide any data or information on this subject.

Figure6. Comparative figure with information of both countries (Hungary and

Spain) regarding question 2.

Source: own research



Conclusions

The results of this stydsuggest that according to the current ddtproceeding

fees, alternative dispute resolution in terms of cost, are a more economical
alternative in conflict management as they allow a more expedite resolution. In
addition to court proceedings, alterwati dispute resolution (i.e. mediation,
arbitration) is another way to achieve a lasting more peaceful solution to conflicts.
As it allows the parties to maintain the negotiation power necessary to conduct the
conflict management, it helps them keep commatidns open. This also seems to

be hinted inthe respondents' answers to the above question in this study
performed in Hungary and in Spain. There is an almost 50% divide in those who
prefer to compromise and will even accept a certain loss of powerdéer tw
obtain a better resolution. The studyghlight the significance of power
relationships in conflict management and the selection of ADR. The preference
towards ADR is an indication that parties see the conflict resolution as an
opportunity to growand progress the relationship with other gartiather than a
battel that must be won. As the Spani
resolution than to have a good conf i
the conflicts is resolvedatisfactory for the parties. Results in difat contexts do

not signalsignificant differences in the selection of ADR or litigation as conflict
management strategies. The conditions under which ADR are chosen in conflicts
(particularly in international conflicts) have not yet been fully revieweds T
study brings attentioto the effect of context on this choice. The findings point to

a general increase in ADR in both contexts, while litigation seems to be on the rise
as well at a slower pace. This suggests that firms are eager to find more cost
effective solutions and thatonflict management positions that are less
confrontative are increasingly preferred. The study postulates that formal disputes
that are characterized by willingness of the parties to settle peacefully, maintain
cooperation andwrender a position of powdo reach a better resolution for the
parties will increasingly pick ADR over litigation procedures. This is a promising
outcome as companies seem to be looking to diminish the cost of conflict in
different contexts.
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Challengesand Lessons Learnedn Alternative
Dispute Resolution

Csilla Kohlhoffer-Mizser
Cbuda University, Kel et Kg8roly Faculty of Busi

Abstract: Currently, conflict management in Hungary is an activity than cbe
conceptually linkedo alternatve dispute resolution. One of the options for alternative
dispute resolution is mediation. Mediation is an activity in a regulated procedure, which
procedure is directed by an intermediary pers@@02LV. Act on Medision provides a
frameworkfor clientsand mediators in which conflict management can take plagels

and methods of conflict management can be learned by studying the domestic and
international literature in theory, but it should be emphasized that grdiation procedure

can bepracticallyimplemented, but only after the completion of each procedure, that is, by
reaching an agreement, lessons can be learned and conclusions can be drawn. Mediation
has been an opportunity for natural and legal personsesi®@02, and this opportuyi
presentsconstant challenges. This study seeks to focus on and investigate the need for a
completed case within a reasonable time, based on domestic regulations and highlighting
some international examples.

Keywords: conflictconflict management; median procedire; settlement

1 Introduction

This article aims to summarize the position of mediation, through introducing the
regulation of the United Nations, of the European Union with the aim of
displaying methods that are globaligternationally usabland applicake without
borders. Scholars and practitioners widely acknowledge trust's importance
(McKnight, Chervany1996. Resarch argues that social capital as proxied by
trug (Rousseawet al 1998 increases aggregate produity by affecting the
organization 6firms.

However the field of busess mediation can not be clearly separated from other
mediation types, business mediation often fuse with them, furthermore research
shows that mediation have to be viewed as compitane elements of an
integrated systa and that the key to successfilispute resolution in international
business is conscious and creative design of conflict management sproces
(B ¢ h r-Uhle gt al, 2006) Research show paths of the negotiation spack a
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negotiation strategies, agreemeritetween nations, firms, and individuals
facilitate trade andensure smooth interactionResearchers gaeal with
International Business scholars who say that such questions need to be addressed
using an intedisciplinay approach. We use bargaining theorgdels of rational
behavior and the negotiation literature é@plain various Brexit options and
predict their consequencé®tt, Ghaurj 2018)

Due to the increasing number of conflicts in the international arenathend
numerous attempts to settle thetime attention of scholars has recently turned to
one of the most effective riwds of conflict management, international
mediation. The theoretical construction best describing and explaining the process
and the outcme of mediation is the contingency de of international mediation.

The main postulate of the model is that mediaiis a contextriven process: the
attributes of the conflict in question, the participating parties, the identity of the
mediator etc. alhave an influence on what type of distion strategy is selected,

and thus what kind of outcome is achieved. Thénnraovation of the model is

that it does not attempt to separate the mediation process from the wider political,
economical and social soundings of the conflic{Szentl wn\g, 2014)

2 Procedure based on trust. Mediation, alternative
dispute resolution

Mediation
Moderninternational conflict resolution offers a variety of tools for management
and strongly encourages the emergence of cesiflias effective conflict
managementioes not only affect the business and economic development and
efficiency of the business, bulsa the stability and development of the national
economy(S § r 2002
Mediation is the process in which the resolutioh the parties' conflict is
supportecand guided by a neutral third party, the mediator, until the parties reach
an agreement.
Mediation is precged by conflict. Conflict is a necessary or actual conflict of
interests, in which situation the need of theksholders is to resolve the conflict
Mediation is a conflict management process based on the aim, help the parties
reaching a consensus. A redh-win outcome may be reached by the parties with
the support of an independent third party. Methods in riediare evaluation,
restoration andtransformation. In case of a conflict, escalation is based on
evaluation, communicated by one party, thigolnes another evaluation, which
are based on emotions. Observation without an evaluation is necessary ahd usef
in the process of mediation, whdte consensus has to be reached. Transforming
the conflict to connection is one of the most important aimnédiation, where the
interests are in the highest degree about trust, peace, assets, economy. The



restorativemethod is the method by which we caaver be mistaken and will

always be necessary during dispute settlement. Aim is to restore trust, peace,

relations, emotions, assets, partnership, cooperation.

Mediation means a process, irrespective of the expressiet or the basis upon

which the praess is carried out, whereby parties attempt to reach an amicable

settlement of their dispute with the assiance of a third person or
medi ator 0) l acking the authori toythet o i mpose
dispute.(United Nation2019

Conflict

Conflict is inevitable among humans. It is a natural outcome of humtaraction
that begins when two or more sdcientities (i.e., individuals,groups,
organizations, and nations) come in contact with anether inattaining their
objectives Relationships among such entities may becdmmmpatible or
inconsistent when two or more of them desire a simmgapurcethat is in short
supply; when they have partially exclusive behavipraferences regardirtpeir
joint action; or when they havdifferent attitudes, values, liefs, and skills.

a

(O

Another defiition of conflictwouldbéi per cei ved di vabelgpfence of inter

that the part i arsidcompatible(Ramni,20ld)s pi r ati ons

We could asertain that compromise and consenatesone in the same, but there
are very important differences between the two definitions.

To compromise is to make a deal between diffepanties where each party gives
up a part of their demand. In arguments, commse is a concept of finding
agreementhrough communication, through a mutual acceptance of &enfisn
involving variations from an original goal or desire.

The idea of commmise is usually based upon competing demands and some
willingness to give up sue part of the demands. Each partysstney are willing

to give up on getting a portion of their demands to get the other to make an
agreement. If there is agreement they fikgl they lost or won but neither party
trusts the other to follow through. Tlmempromise soon collapses and isenft
forgotten. This leaves both parties with an increasing sense of powerlessness,
bitterness and distrust. The status of related companieselation to the
compromise is as follows: on the one hand they are not bord their needs, on

the other handit is urgent for them to agree with the other party with their
opinions and interests.

Conflict is a situation in which individuals are etiomally affected. In conflict
interest are in collision and trust is lost beéwehe parties (Table 1.).

TABLE 1 CONFLICT BETWEENPERSONS

Person 1 Person 2
collision of interest(s) collision of interest(s)
loss of trust loss of trust

Source: edited bthe author
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The term conflict(Fink, 1968) has no single meaning. Most of thenfusion
around the definition was ated by scientists from different disciplines who are
interested in studying conflicts. The literature review of the conflict shows the
conceptual conlpxity of the commonly accepted definition of conflict.

Having recogized that confl ict is an importasbcial concept, we can then look
into the special case of organizational confl ict. Conflict is certainly one of the
major organizational phenomena. ndy (1967) observed that organization
theories @At hanflid provideoppor guidlandetin déag with
problems of organizational effi ciency, stability, governance, and change, for
conflict within and between organizations is intimately relee either symptom,
cause, or effect,toeah o f t h e .qRahipp20blp | e ms o

3 Conflict management

Conflict-management is an activity and a kind of communication the methods of
which can be applied extensively, internationally, regardless of borders. When
people ae able to understand and communicate their needs cleanflict may

lead to connection. Pe@plhave a common sense, that to solve, resolve, to
transform a conflict is better than live with or in it. It is a common sense, that
nonviolent communication (XC) leads to effects, it is productive. This paper
would like to present some of the resouradghe living instruments, from which
humans, business environment, legal entities can choose. The mission is to know
how, where and when to make the right sitephe space of alternative dispute
resolution until we rach the solution, so mediation is Bmernational tool with
methodology to help humans and also legal persons to reach an agreement.

Conflict management is a creative facilitation for persons that be used to
develop profitable professional levels incgety for individuals, businessesdan
focus on the dynamism and balance of conflict and harmony. Conflict
management is one of the ways of achieving peace. Peace is nothing more than a
change intie form of conflict or in the antagonists or in the objeétdhe conflict,

or finally in the dances of selectionCoser 1998) According to the social
meaning of conflict and peadeederach 1995)persons, organizations, working
places, families, neighbours, states, consumerdiffierent cultures can bring
themselves to a position to do able ke their own decisions. Soeioral
climate is positively related to innovation. The positive relation between the socio
moral climate and innovation was mediated stepwise through dahateecision
comprehensivenesSeyr, 2014)

Apart from some of thaighlighted Hungarian examples, they give an insight into
where the alternative dispute resolution is todajternative dispute resolution
can be found in many countries in the world. To strive geaceful conflict
management and peaceful resolutiondisiputes, today we call court mediation,



mediation, conciliation, arbitration, litigation, and arbitration services as an
alternative dispute resolution.

Doing conflict management can be mediatioonciliation, faciltative (leaded)

negotiation, arbitrédn. To manage something means to lead something or

somebody, holding the case in the hands of the conflict manager (mediator,
arbitrator). From the word manabgadad, Aimanusodo has
the case in td hand and lead it from the confliottil solution.

After mediation trust may be even bigger than before the dispute as parties are
more likely to perceive their business partners as reasonable and responsible
people, with whom they cago through conflics and resolve the problems in a
proper manner, without courfZaleski, 2015)

Different leadership styles are associated with conflict resolution styles. Leaders
who are predominantly in the transformative leadership style have adopted
integrative ad mamatory conflict management styles.dders who are mostly
transactional style leaders, represent a compromise (unified) conflict management
style. While the laissefaire management style has adopted the avoidance conflict
management styl¢Saeecet al, 214)

In Rahim's (2011)ypology, orgaizational conflict management styles are:
- Integrating

- Obliging

- Compromising

- Dominating

- Avoiding

Leadership styles of leaders in the organization system are:

- Transformational

- Transactional

- Laissezfaire

Saeed antlis coworkers (2014) conder integrating and obliging as constructive
conflict management, while dominating and avoiding styles as destructive conflict
management.

Their assertions have been confirmed in their study, according to which the
transformational leadership style has agitive relationship with a constructive
conflict segmentation and a negative connection to this style of leadership in the
destructive conflict management style.

There is also a link between transaction managemerg stytl cormpromise
conflict managemerstyle.
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Partial connectivity can be demonstrated by the identification of lafagez
leadership with a destructive conflict management style. However, the faissez
faire leadership has a negative relationship with tangve conflict management
styles.

Examining business alternative dispute resolution, there is a proven relationship
between leadership styles and conflict management styles among managers,
executives, and in the management of interpersonal (managatiau@orchate)
conflicts. Reasearchs (Saeed kal, 2014)state that leadership is one of the most
frequently studied phenomenon in the field of management.

4 Time

Everyone shall have the right to have any charge against him or her, or his or her
rights and obligations in any ligation, adjdicated within a reasonable time in a

fair and public trial by an independent and impartial court established by an Act.
(The Fundamental Law of Hungary

Mediation is at varying stages of development in Member Stalese are some
Member States with copnehensive legislatio or procedural rules on mediation.

In others, legislative bodies have shown little interest in regulating mediation.
However, there are Member States with a solid mediation culture, which rely
mosty on selfregulation.

For the purposs of the Directive arossborder dispute shall be one in which at
least one of the parties is domiciled or habitually resident in a Member State other
than that of any other party on the date on which:

€) the partiesagree to use mediation after thepdite has arisen;

(b) mediation is ordered by a court;

(c) an obligation to use mediation arises under national law; or

(d) for the purposes of Article 5 an invitation is made to the parties.

(Directive 200852/EC)

In the Hungarian legal regulation theree sseveral ways for businesses how to
resole disputes, how to resolve a conflict, how to continue with business partners.
Courts fulfill the task to decide in the complaints of clients, to run the procedures
of trials.

What is the number of mediators ahdw many cases are there yearly to solve.
From the year of the Act on Mediation has became to effect, from the year 2007,
can we observe an increasing will of natural and legal persons to initiate



mediation? The numbenf registered mediators at Ministryf dustice between
20102016 were the followig:

2010 2011 2012 2013 2014 2015 2016

Registered
mediators at 1272 | 1408 | 1578 | 1615 | 993 | 1041 | 1168
Ministry of Justice.

Table Il. Registered mediators at Ministry of Justitengary 20162016

After three yearsf increasing in number of registered mediators, gpsglaan be
observed in 2014, which has been followed by again with slow increase in 2015
and 2016. The requirements of further training and continuative educdtion o
mediators included in the legal rdgtion may influence the issued registered
mediators.

The numbers of incoming cases speak about stagnation despite of the Hungarian
indicatel t i tl e o611t (Ghbsr abHaSIM 2008) Perhaps pgaple and
dedsion makers change their minds andka the choice to choose alternative
dispute resolution. Between 2010 and @0bn the basis of data giving of
registered mediators Table 2 shows the conformation of mediated cases,
separately the cases with a succdsafireement at the end and separatbly

cases without a successful end.

2010| 2011 | 2012 | 2013 | 2014 | 2015]| 2016

successful 216 708 | 370 | 589 | 851 | 864 | 983

unsuccessful 63 203 160 204 260 487 400

Table Ill. Incoming cases to registered mediators at Ministdustice Hungary 2012016

Concluson of the Mediation Process according to Article 35. of Act on Mediation
2002 LV. provides that a mediation process is deemed concluded

a) on the day the settlement is signed,

b) on the day on which one of the pastiaforms the other party and the riagdr
of his withdrawal from the mediation process,

c) on the day on whichhé parties unanimously declare in front of the mediator
their request to close the mediation process, or

d) after the end of the fourth monibllowing the signing of the statemg unless
otherwise agreed by the parties.
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The mediator shall record thetbement made in the presence of the parties in the
language selected for the mediation process and shall supply a copy of the
settlement doament to each of the parties. The Isettent document shall be
signed by the mediator and by the parties at theesame. The four months
period to make an agreement and make our own decisions can be adopted as
reasonable time.

Conclusions

Suggestion of ahor is to emphasize the importance an obligation and
possibility of having a decision in cases, conflictsthim a reasonable time.
Mediation gives worldwide an international possibility to reach this aim. As
provided by the United Nations Conventioon International Settlement
Agreemend Resulting from Mediation Preamble states that the Parties to this
Conventon recognizing the value for international trade of mediation as a method
for settling commercial disputes in which the parties in disputeestgal third
person or persons to aststhem in their attempt to settle the dispute amicably.
Noting that mediatin is increasingly used in international and domestic
commercial practice as an alternative to litigation. Considering that the use of
mediatio results in significant benefits, du as reducing the instances where a
dispute leads to the termination of anumercial relationship, facilitating the
administration of international transactions by commercial parties and producing
savings in the admisfration of justice by States, conged that the establishment

of a framework for international settlement agneats resulting from mediation
that is acceptable to States with different legal, social and economic systems
would contribute to the developmte of harmonious international econizm
relations.(UN Convention on International Settlement Agreements Resulting from
Mediation)
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Abstract: The Z generation, which makes up most of theersgity's students, is already
living on the Internet. They shopvé their social life online and their dg tasks are also
managed through the net, so it is likely that web learning is preferred over traditional
classroom courses. -Eearning courses aa be a solution, because thgwrpose is to
improve the quality ofhe learning and teaching. They have madvantages for example
allowing information exchange between points that are far from each other, eliminating
tempo constraints and students beadge to learn the subject @n individual pace and
method. The Uwersity of Obuda consider it as an oljee to advertise many-learning
courses in line with studentds needs. Unfortunately,
to the expectations, nmy because there is no umtl expectation. The main purpose gf m
research is to inspect the completedirses and to prepare an integrated rating system.
Asking students what they are making up for such courses and comparing them to the
already finishd ones, suggesting a reviewtbem, resulting 4earning courseshat can

help to prepare successfully. ptesent, the first phase of research is taking place, in
which, based on the literature, | ask a focus group from the students of the university abo
e-learning courses, resuitg a system of basic rating criteria.

1 Generations

The Cambridge Dictionary saygeneration is all the people of about the same age
within a society or a particular family. The grouping of generations is not unified,
as different researchers made differesgictions, based on the things andlaites

they thought is important. It flaws, that the names can be different, too. The
table below shows the birth dates and names of the groups used in the literatures.
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Howe & Strauss Lancaster & Oblinger & Mccrin dle
Stillman Oblinger Research
(1991) (2003) (2005) (2012)

Silent Generation Traditionalists Matures Builders
(19251942 (1900'1945) (1900 1946) (19251945)
%anye?aﬁ%rﬁ Baby Boomers Baby Boomes Baby Boomers
(19431960) (1946 1964) (1946 1964) (19461 1964)

13th Generation Generation Xers Generation X Generation X
(19611987 (1965 1980) (1965 1982) (1965 1979)
(';Aélrl]eenrglt?(lm gg:]eerlglt?oln Net Generation Generation Y
(19822004) (1981 1999) (1982°1991) (1980-1994)

PostMillennials
(1995 )

Generation Z

(19952010)

Figure 1

Generations [1][2][9][10]

The Baby Boom Generation was born during the period after the war. They are
curious, humanity and respect are importanttf@m. The Boomers who were
born after 1956 are much morésadppointed, they lost their optimisrout they

have principles and they are creative. [1]

The

Gener at.

on

Xb6ers

ar e

todays

parents.

digital immigrants. They we born during the technolagl breakthrough, so the
coninuous progress is not strange foerty but they prefer the traditional tools
and methods. On the other hand, members of Generation Y are the first generation
of digital natives, they can easilytge t hr ough
to be up tadate at technical acquis and whenythgeet something new they try to
use it, instead of getting frightened. [3] [11]

1.1 The Digital Generation

t ogdwarid,they

tfya st

Generation Z is the second digital native generatioey are 124 years old, ®

they make a great share of hégleducation students. This is whithdescription

is more detailed. The generation gets its other names by the behavior and activity
of its fellows. These names are Facebook Generation, DaBtoldren, Zappers

and IT Geeration. [4]

According to a stugl their most important features ateey live their social life
online, they live in a faster pace than their ascendants, they are brave and
outgoing, but they respect the rules less. [4] Anothghor states that theyaus

mo v i

n



digital technology to expres$i@mselves, they show in the social diae that
everything is perfect around them. Multitasking and t®skching are typical
activities, these means youngers do different thing at the same ritinehange
between them ofterFor example, they study, listéa music and chat with their
friendsat the same time. In addition, they require that most of the information they
get to be available in digital form. It is important to give attention toithtkeir
education. [5] | tink it is important to mention #t it is an average
characterizatiornthe fellows of the group can be different.

1.2 The games, internet and education

A lot of people say that the new generation can not concentrate for dntendtt

is partly true, buseveral research and the daily expece prove, they can pay
attention ® something for hours, but not for everything. For example, they can
spend hours playing a game, watching series or films, the key is the interest.

They acustomed to the environmetitat requests fast reactions andegivfast
feedback because of the opjmity given by the video games, action films and
the advanced technology. [3]

At the end of the 20th century, the explosive release of the digital tediesl
affected education todalf of the university students loag to the Generation Z,

who spendHheir free time online using laptops, tablets and mobile phones. This
means that institutions must adapt to the expectations of the generation. The
studentschanged, and they are ndtet same as whom the current educstio
system was made for. [3]

Their teachers, in most of the cases, arembers of Generation X., so they are

less proficient in digital technologies than their students, who want to include IT

tools. Asiitsresult, sed | ed Ogener ati omweegeagllersanas f or med
students, which soetimes affect communication, makiebarder and often seems

that teachers and students speak different languages.

The digital immigrant teachers presume students are the same agtheynd the
old, welktried techngues can work nowadays. [3] But theiuth is the new
generation needs ew techniques. This situation requires flexibility and
consciousness from both the educators and the institutions, too.

The fast speed of informatidiow makes it hard to hold the steicht 6 s at t ent i on
with traditional, frotal tools. They prefer visual regsentations to long,

unstructured texts. [12] This means it is not very easy to an undergraduate from

Generation Z to sit through a longer, even -180 minutes lesson, where the

professor explains curriculum in a monotars, concentrated style. It woul

more beneficial developing a way to help them to learn in their own way and

speed.
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This needs new methods. AiTlhkeow potllegec e s s has alre
professors inventing game$or teaching subjects ranging from thato

engineering to the Spanishduisition. We need to find ways of publicizing and

spreading their successes. 0 [3] The teachers he
is they canignore the changed enviroment, adtel the digital native and

immigranttopic would not exist and contindeaching with the traditional, well

tried methods until they retire and the next generation takes their places, or instead

of this, they accept thsituation, that they became immigtanin a new, digital

word and ask the colleagues or even their studerfor help, and with a little

creativity they find new methods to pass on their knowledge to the new
generations. On e o f thetirhplemantatiomobgaaningads n 6 s r esul t i
universities.

2 E-learning

E-learningis the information technologiesfettively used for educating, but in

fact it is more than that. This kind of education has existed only fdi03@ars so

it does not have a cohetefefinition. | want to highlight oa definition from the

| i t er aheuetemring is fnJtruction delared on a digital device that is
intended to support learning. Inlearning the delivery hardware can range from
desktop or laptop computers to tatsl or smart phones, but the instioical goal

is to support individudkearning or organizational perfoemnce goal s. & [ 8]

It has a lot of advantages why students prefer, such as it easily can be reach at any
time, from anywhere, it can be processed oowan way and speed. It is profitable

for everyone that the learning praesecan be traced, and both theckea and
student see where are problems, arrears and what changes are required in the
future.

2.1 Evolution and current forms of e-learning

The first rudimentary form of dearning was CB (Computer Based Training),
where tle educational materials coulok reached on an electronic data carrier (for
example CD or Floppy) instead of papers, books or notes. Its advantage that
students get not only textbut videos or audio files, which theyan listen or
watch anywhere, anytien again. One of itgdlisadvantages is the onewvay
communication, because there is no connection between the student and the
teacher, since the data storage transmits only the sulasice. The next
milestone was theWBT (Web Based Training) which means cortgra are
connected with netwogk This helps to overcome the long distances since students
and teachers are able to communicate more easily than before. Later, online



learning washased on WBT, with the difference ofetmetwork, which connects
the computes is the interne{6]

Nowaday there are many forms oflearning. | would like to explain the two
most common of them. The first is blended learning, it means there are tralditio
classroom lessons too, but a pafttlee lesson is in 4earning form. t takes
advantage of both techlogies, because students can learn in their own way and
speed, but they can easily communicate with their teachers. [7]

The second form is-kearnirg. Unlike blended learning, there is ror rarely)
personal consultation, vich can complicate studyingh@re are many types of it
based on the studetdacher relations. The first type idearning controlled by

the students. In this case, there is gumnection between the student and the
teacher, or the other students, tessbns contains the instructsoriThe second

type is assisted-kearning, where the students can communicate with each other,
or a helper, but they are not teaching, they only leelp to solve the problems.

The third ype is the teacher controlledlearring. It is distance education
completed with web technologies. The students and the teacher communicate in
real time, they help each other. [6]

2.2 E-learning at University of Obuda

The University of Obuda consider it as abjective to advertise manylearring
courses in line with sthent 6 s needs. This is currently possi
within the framework of Moodle and-KIOOC. Moodle is a learning platform

which is made toprovide educators, administrators and hess with a single

robust, secure anidtegrated system to cregtersonalised learning environments.

The advantages of the moodle are the following: it is easy to use it, the interface is

transparent and what isome important for Generation Z, it has @pplication for

smartphones so theyeaable to learn anywhereorf example, while travelling.

[13]

The K-MOOC is operated by University of Obuda. It offers MOOC type online
courses in hungarian language for thdesus of the joined universities. MOOC is
massive open online courses, wheressige means mass educatiogadl, open is

the free access of educational materials and online means it is available from any
browser, any computer or smartphone. [14]

3 The reseach

My research is based on a survey wdttifocus group which contained mostly
openended questions abouh € uni v dearsingt cpuises. Ehe group
consists of six people, they are all students of the University of Obuda from
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Generation Z. Because dhe small size of the group the researsh niot
representative so formal conslans cannot be drawn frory but it may serve as
a basis for my subsequent research.

| asked the following questions:
1. List the elements that a goodearning curriculum sbuld contain!

2. The elements mentioned aate, in what proportion they would be
appropriate in a good onlie coure? 0 Wh at ratio of t he
mentioned above would be ideal for a proper

3. Is there any element that you thisthould not be included in a wetlade
curriculum?

4. On a scale of-b (not mportant- very important) how important are the
following? Text, video, audio, pictures, explanatory text, sample
exercises, curriculum related items

5. On a scale of-b, howsatisfied are you with the current cog8e

At the first question the sequentsealso important, becaugke first mentioned
element is usually the most important one for the responder. | want to confirm this
with the fourth question. The second quest®relevant because, even though the
goodelements of the curriculum considt a too long video or too uth text can

be complicating factors, as a short sentence that is too vague or confusing because
of its shortness. The third question is to expresssible negative opinions, so |

am not jus paying attention to what studentsad, but it also reveals wihidey do

not prefer at all. The fifth question is also significant because it shows whether the
curriculums need to be improved or the majority tafdents are satisfied with

their current gality.

3.1 The result

Most of the answer to the first questiorwere in agreement, five of them
mentioned videos at the first place and at the
higher 6 poi nt s &, mag belan impoitantkpoint when analysing the
courses. However, it is not sufficie | only got two answs for the third
question, but they said it is important that the curriculum should not only contain
one type of elements, it must contain at leasi types of them. This is also
supported by th fact that it turns out the answeven to the fourth queisin, it is
essential to a welprocessable curriculum, among the video to include images and
graphics explanatory texts and if the the curriculunstjties it, elaborated sample
assignments islgo a requirement from the student&e curiosities relatetb the
curriculum is generally rated as medium, so | do not find it important to verify its
existence.



However, it is important to pay attention foetrates mapped out in the second
qurstion wha assembling an electronic curriculuRatios and quantitiegfer to

the weekly processed lessons. According to 5 of the 6 students surveyed, the
length of a video that can be properly processed and studentsadly able to pay
attention from the begiring to the end, is maximum 30 mingterhey suggest

that if a curriculum requires more time, it should be split into more parts and more
videos. In case of text syllabus, that they can read or are willingatb(and they
might take notes) it is three oraxiumum four pages, depending oe ttontent of
important &d noteworthy information.

In reality, teachers often upload the whole textbook without any helping context,
eventhough students think it is the Eehelpful way to master a subject. This may
aso be due to fact that Generatiopifer visual or audiovisual stimuli to longer,
monotonous, unstructured texts. However, the reason for the result can be that
students aUniversity of Obuda have unlimieaccess to online textbooks and
lecture notesso not requiring them to be-uploaded.

In addition, 4 students mentioned that they are much more effective at learning
when they are "forced to do it" and, although theg aften not happy, their
results & better when exams and tests are more ofteis. can be accomplished

at a blendé course in the classroom events with small tests, andearming
subjects with online short tests.

All'in all, a curriculum can be caidered an appropriatelearning ourse based
on the following criteria:

Acurricdum divided into units (units to be@cessed weekly or monthly)
AcContains video for a maximum of 3® minutes

AThe video is supplemented with explanatory text or graphicsndutmore
than 35 pages

Alf required by the course syllabus, upload sample assars with solutions

Averification tes to help students test their knowledge

3.2 Review of the courses

In my research | analyze three online courses from my previous unjversities.
The first oAdourseswhichis oldigatorg at every economijor

at University of Obuda. It inades the curriculum divided by weeks, a weekly part
contains a video and a slideshare, a test forched€king and emphasizes the
related chapters of the textbook ahe exercisebook. It is clear, easy to navigate
through the uploaded units. As | mentimhthe course also contains video, but in
half of the cases it is more than 50 minutes long. This is too long for an IT
generation tocatch their eye from start to fifis This results in wavering
attention, requiringhtem to watch the same video multifitaes.
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There are no diagrams or explanatory text on the subject's online interface. One
reason for this is that the structure and cosifion of the subject do not jufti

them and the text is spoken below the videowkler, the lack of text is
important,as it makes it difficult to search in the syllabus since it is only possible
to retrieve an example or definition by rotating theeddqrewatching the needed

part of e video) As it is an economic subject, calculaa be found in almost
every part of he syllabus, so sample calculations are required and these are
uploaded as well. This is also important because a student can mityrerehe

up for a backlog or missina consultation, especially if the calculatioskids
detailed. Each test containsl® questions, which can be solved three times. In
addition, twice in the semester there are bigger tests, which contain 30 questions
and with which you can retrospectlyecheck your knowledge.

In summary, there is orghortcoming in the4earning materia  of subj ect
explanatory text which can be easily corrected. If this substitution is made, the
curriculum can be qualified agppropriate based on the evaluatgystem | have

set up.

The second ahBbligaterypgrggranenting ¢cosrse fevery IT student

at the university. The online lessons of this course is only completing the
classroom lessons and the subject itiseffot elearning. Nevertheless,dHecture

and the practical part are well sepadafeom each other, and within themeth
weekly divison makes it easy to search for any part of the lesson. The logical
basics of programming are presented by instructorsugh short videos and
animations,with explanatory text underneath each video, whit$o provides
proper searchabilityA detailed description of the programming problems solved
in practice was added week by week, and after a whileaving time for
individual solutions - the solutions wre also accompanied by detailed
explanations, sin the case of a miss, the studeneslmot get an irreplaceable
backlog. The tests are not available for every module, only ev8ryweeks, but if

the student wants tdhey can work in advance, or if thelo not feel confident
after 3 weeks, it is nobb late to revise previous lessons.

In summary, the online curriculum of subject 'B', while serving as an adjunct, is
appropriate based on a mtefined set of criteria,an serve as a good model for
futuree-learning courses.

The third 'C' is a mathematicsubject that is mandatory for enggms. The online
curriculum is only intended to support the lecture, yet it is structured over several
weeks and topics, with a clestructure and easy search. It daes include video,

which can be detrimental to ueitanding such complex calculatiomay not
always be understood in a textbook. Sample assignments are also only uploaded
from the textbook and the online curriculum aldoes not include tests, so
studens cannot assess their level of knowledge, althdhgmature of the subject
would maket more difficult to accomplish than subject A or B.
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Summarizing the evaluations of the 'C' course according to theepreiteria it
does not meet the studentspegtations, but due to the difficulty of teachitig
subject, the conversion of a mathatical subject into anlearning course would
require more complex solution and control.

Based on the answers to the fifth questistudents are dissatisfied witheth
current standards and they think that the ontimeiculum should be modified and
improved. This is confirmed by the results of my research, according to which one
of the three substances tested was adequate, onedneed® additions and one
should becompletely redesigned to be studémendly still in the 2 century.

This result réses further research questions, such as, do the same assessment
criteria apply to all kind of subjects?

Conclusions

As the answers gén by the group show, there is warriculum that meets
everyone's expectations anédeds, as there are many opinionglest and thus
appropriate learning methods. Nonetheless, with the help of the grading system |
have created, the general requiremenite electronic curriculum can lseecked

and improved in order to prepare studesffectively.

The new generation spas their day in front of YouTube and other video sharing
portals, so it's no wonder that learning is easier with videos. Length esauarits
are clear signs of an accedéed world, we don't have the time to read lorgets,
watch longer videos, enough know briefly the important things.

In comparing ‘A" and 'B' subjects, 'A' proved to be more appropriate, even though
it is not a corplete elearning subject, but this not the case with 'C', which
requires a completrethink of its creators. This comson is the basis for my
further research.
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Abstract: In today's global economy, many entrepreneurs, small and medium enterprises
are opting for an international expansisirategy as a key component of their growth
strategy. International market offers far greater business opportunities than operating in
domestic market alone. The aim of this paper is to examine the strategic options available
to small businesses when thagcideto enter international market. This paper will argue

that entering international market can also cause certain business problems. The paper will
discuss the necessity of quality preparation, in order to overcome possible obstacles, such
as lack of kowled@ on i nternational mar ket and on
employees, as well as deficiency of other resources. The aim of this paper is to highlight the
opportunities and threats posed to entrepreneurs, small and medium enterprises in th
Repulic of Serbia, while defining strategic options for international market entry and
expansion.

Keywords: International market, entrepreneur, small and medium enterprises, small
business, entry strategy, expansion strategy, Republic of Serbia.

Introdu ction

Globalization of world business, global liberalization of economic policies and the
elimination of barriers to foreign capital entry, led to international expansion of
entrepreneurship in almost all countries in the world tofldy International
market dfers entrepreneurs significantly greater business opportunities, than
restricting their business to the domestic market alone. Some of the options are:
achieving economies of scale, entering a new environment that fosters innovation
and developmentand neeting advanced technologies and knowledge. All this
enables entrepreneurs to increase competitiveness, further growth and
development, increase profitability, and numerous other strategic benefits.
International entrepreneurship generally referh®oepansion of entrepreneurial
activities beyond national bordernd implies the strategic goals achievement by
initiating these activities to increase business profitabjify In today's global

and increasingly virtual economy, margmall businessesre opting for an
international expansion strategy as a key component of their overall growth
strategy. Entering the international market, however, can also cause certain
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problems in business due to lack of knowledge about the international market and
lack of knowledge of its business operations, lack of qualified people, differences
between national regulations in domestic and foreign markets, protection of
intellectual rights, loyalty and preferences of domestic customers, etc. For this
reasos, good prearaton for entering the international market is of the utmost
importance.

1 Prerequisites for entering the international market

In order to successfully enter a foreign market, entrepreneurshmusad; for

new challenges and riskand mustpossess spdic knowledge and skills as well

as human, financial, material and technological resoutE@sepreneurshould
undertale an analysis of strengsh potentiab and degree of readiness of their
organization for international operatiof3]. It is alsonecessay to analyze th
conditions for entry intdoreign market in order téacilitate the decision making
about strategy selection,as well as the entrepreneurial opsormBased on an
analysis of conditions in international market, an entrepresieould make four

basic strategic decisiorid]: which market to entervhen to enter that markeb

what extent to exitwhat exitstrategyto apply.

While the market choice depends primarily on the assessment of economic growth
and development, and on the manietential, a proper estimation of entering time
also influences the final entrepreneurial action. Proper timing depends on a
number of facts regarding tmearket preparation bthe supportingprganizations

[3]. The optimal way depends on various factorglsas: transportation costs,
trade barriers, polital risks, economic risks and organizatiostategy[5]. In

order to reduce the risk, it is necessary to collect all the important information that
may influence the business venture, then analyze foeriation collectedand

make the optimal business decisi@). Among the most important information
that entrepreneurs need to analyze are the following factors: language batrriers,
marketing barriers, legal barriers, access to raw materials and hunoacess
government obstacleand n addition, factors such as: national cultwesruption

level, and international securif§].

2 International market entry models

Entry models are part of international business theory that ex@aihy and how
entrepeneurs internationalize their business activitig$. Therefore, a brief
overview of relevantentry models follows, and it should be emphasized that
neither model represents a rule that will completely leadomyanizationto
successful international busiss[8].

One of the oldest and most famous models is the stage of development (SD)
model[9]. This model is linkingorganizationakntry strategy to a foreign market



with its developmentdegree. According toSD mode] the development of
international busiess is a long andjyradual process that is limited by the
geographical expansion and the ability of management. Transaction cost analysis
(TCA) model[10] is characterized by a foreign market entry strategy that takes
into accountoth longterm efficiencyand foreseeable risk Risks could béack

of resources, external and internal insecurity, and fregrket economy
Organizational structurés determined by minimizing transaction cosfEhe
ownership, locationand internalization (OLI) moddlL1, 12]ignores significant
strategic elements for entering foreign markets. This model is guided by the
strategy that ownership arfnlisinesslocation are key elements in choosing a
foreign marketentry strategy The next model, the organizational ceipa(OC)

model [13], connects thdoreign market entry strategwith the organizational
capacity The idea is to enable international appearance through the desired level
of development of production and organizational capacitiierarchical (H)
model [14] emphasize the complex decisionmaking processregarding the
foreign marketentry strategyThere are different factors at each decisitaking

level in organization emphasizing the importancd decisionmaking process
optimization

3 International market expansim strategies

The emergence dflobalization at the end of th20th century and the highly
developed global competition today, makes international entrepreneurial
appearance impossibleithout a welldesigned strategy that will enable the
entrepreneur todcome a successful competitor on the tangetrnationalmarket.

A quality strategy involves first and foremost careful selection of markets where
an entrepreneur casell his products competitively. After that, the entrepreneur
should choose thentry time, the volume ofinternational business and the
productsoffered,and ultimately thdoreign markeentey strategy

The most common international market erdinategiesre outlined belod5].
Ethnocentric strategy in which the entrepreneur is pripaniented to domestic
market andlistributesonly superior producto international markefthe oneghat

can succeed in that markefThe entrepreneur does not require any specific
international market entrstrategy.

Polycentric strategy refers to tHmusiness of entrepreneurs who are orierged
only a few foreign markets. Therefore, attention should be paid to a particular
market and a business strategy should be defined for each, since each individual
market is specific.

Regiocentric strategy is deoped in accordance with the characteristics and
requirements of each region in which thrganizationoperates. Significance and
impact of regionally orientedusiness is increasing with tieesationof European
integrations such as European Union, NAETASEAN, and other regional
organizations.
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Geocentric or global strategy is unique throughout the world mariégtonsiders
the world a unique market. Globsttategy focuses on creating new products or
services that have global use amconvering exiging products into global ones.

Implementing such a strategy requires considerable resources, experience and
defensive competitiveness.

Small benefits Great benefits
from local adaptation from local adaptation

1 ! 1 !

regional markets blocking

Great benefits from H Geocentric orientation Regiocentric orientation

global standardisation @) (3)

< ...................................
/e R

Prevailing path among Model sequence typical _fo(
Japanese firms European and American firms
1
\ E P
o N E—— »
Small benefits from (1) (3]
global standardisation Ethnocentric orientation Polycentric orientation

‘typical for the early stage 1
of ntemationalisation |

Figure 1
The path of internationaharket entry strategies

Source: Wach, K. (2014). International Strategies ofrsses: Some Evidence from
Internationalised Polish Firms (chapter 3). In: Gubik, A.S. & Wach, K. (eds), International
Entrepreneurship and Corporate Growth in Visegrad Countries. Miskolc: University of Miskolc, pp.

41-56.

4 Factors affecting the selectio of international
market expansionstrategy

Before an entrepreneur decides to enter the international market, it is necessary to
determine the factors that influence tbelectionof international markeentry
strategy There are three groups of factohatt nfluence this choice. Those are
[16]:

i strategic factors

1 environmental factors

1 transactional factors



Strategic factors limit the choice of strategy and are particularly impoidant

selection ofinternational marke¢ntry strategyThey cover the flowing aspects:

1. The extent of national differences. The choice of strategy depends primarily
on the entreprenewiews andhis goalsfor appearing in a particular market.
Also, different modes of international appearance require different levels of
internationd market experience and knowledge. If the entrepreneur strives for
stronger integratiomf its business unitsa direct ways of entering a market
would be more usefu{such as opening a branch). On the other hand, if an
entrepreneur wants to partieife in different markets without strong
integration, then licensing, franchising or joint ventures may also be a good
choice.

2. Degree of economies of scale. One of the reasons for entering the
international market igost savings by increasing the volumef dusiness
operations. When selecting a strategy, both technical andtechnical
sources otostsavings must be assessed. Lasstsavings will be achieved if
a multinational strategy is implemented, while a global strategy will generate
significantly greate savings. It requires quality coordination and control of all
business operations. In this case, foreign direct investment is the best choice.

3. Concentration means that in a given market, only adeganizationsontrol
most of the sales. With inasingconcentration, the market often approaches
an oligopoly or even a monopoly. Success in such a market depends on
coordination of strategic goals. Foreign direct investment in this cadeois
the best solution.

Environmental factors relate to the cpetitive pressures and environmental

conditions that exist imternationamarkets. Four factors deserve attention.

1. Risk of investing in the country. Before choosing how to enter a foreign
market, entrepreneurs should assess four types of businesspasikisal
(political instability), ownership and control risks (expropriatioisks),
operational risks (local priccontrol) and transfer riskgurrency rates and
monetary issues). If risk is high, the entrepreneur should choose the type of
business thatequres limited investment of resources, such as export or
licensing.

2. Locationknowledge Organizationsshould understand the economic, social,
technological and cultural valuesf potential markets. However, to
understand these factors, it takes years, some decades, of experience. If
entreprenewg feels that they are ndamiliar with internationaimarket, they
should choose doing businesgthout significant investmest such as
franchises or exports.

3. Demand conditions. If a market is uncertain due to declining demand or
recession, the entrepreneur should definitely choose doing busiitedess
investment of resources.

4. Competitive conditions. These conditions define the competitive advantage
degreeof entrepreneyras well as the strategy that shoblkelusel for market
entering. Whemmarketcompetition ishigh, the entrepreneur should certainly
again use arentry mode that requires limited investment of resources, for
examplefranchises.
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Transaction factors are related to thesinesscosts in international market. Two
factors areof great importance

1.

The value of specific knowledge. By protectittweir intellectual property,
entrepreneurs today seek to protect certain specific knowledge. However,
when selling licenses, there is a real danger that aitganizationswill

obtain certain informatignand thus diminish the competitive advantage of
licensee. With the franchise, there is a similar danger. For example, once
competitors gain access to technology technology solution, theyoald
develop a replacement technology. The aforementioned ways of doing
business cannot therefore fullyotect theentrepreneur fronpotential loss of
specific knowledge. Therefore, the risk of imitation should be considered
when choosing theinternational market, especially if the country is
underdeveloped. Some of the problems mentioned atmvie be solved by
foreign direct invesmentsut at the same time, other risksuld becreated.
Therefore, theorganizationmust analyze the caesffectiveness of setting up

its own subsidiariesand compare this witbxport risks and costcensing or
franchisingcosts The higher the profitsand the greater the need to retain
control overspecific knowledgethe greatelis the need for foreign direct
investment.

Quiet knowledge Organizationalcompetitive advantage can be tangible or
intangible. Tangible competitive advages are materialized into the
technological resources obrganization However, intangible orquiet
knowledge is placed in the minds and experiences of entrepreneur and his
employees. This knowledge is often cruciaf the quality and speed of
decision naking. Therefore, when choosingntry strategy entrepreneur
should also determine the level gdiiet knowledge requiredor a particular
business in the international market. When retaining and preservingutbts
knowledge is of great strategic imparta to entrepreneur, he should not use

a license or franchise when making an international appearance. Instead,
entrepreneur should consider foeeign direct invesmerdption.

Conclusions

International business strategy enables entrepreneurs to exganprafitability
opportunities through activitiesutsidethe domestic market. Entrepreneurs who
expand their business by entering the international maakettrying to make a

profit by selling their products and services in markets where domestic
compditors do not produgeor cannot producein sufficient quality, price or
quantity. Applying an international entrepreneustthtegy makes sensesifall
business possesses valuable key competences that domestic competitors in foreign
markes do not haveand if it faces relatively weak legal constraints and barriers

to entry into international market. In such circumstances, international
entrepreneuriadtrategycouldbe very profitable.

In conclusion, it should be emphasized that the quality and comscto enter
international market is a critical step in defining the overall strategy of
international appearance. It should be emphasized that the international market
entry strategyis not exclusive, that is, the entrepreneur can simultaneously use
seveal strategiesdepending on the conditions prevailingimernationalmarket.



Entrepreneurcould choose several international market strategidsanchise in
one market, a direct export in another, and a foreign direct investment in a third.
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Abstract: The aim of lte article is to provide an insight into the theoretical kground of

the role of sociamedia in SME marketing strategjhe significance of our topic is that
social media has been greatly appreciatedpeially for the SME scor. The study
approachesthe under different aspect. Taking into consideration thepss of the
preparationof thesocial media marketing content plan, we present the importance of the
topic under consideration for the small daiimedumsized enterprisesedor and the
potential ofthem.We are focusing on the growing importance of sociedlia in the 21dt
century, comparing the situation in HungaBSlovakia and Austria. The main benefit of the
study is that it provides a compmatsivepicture of the growh of social media in theN8E
sector

Keywords:theoretical approach, sociahedia, SMEector, innovatn

Our research focuses on an area that is considered to be relatively new and aims to
introduce the reaat to the role of sdaal media in the marketingtrategy of small

and medim-sized enterprises. As a first step, it is important te nioat there is a

great deal of uncertainty about the definition of each term, which means that we
are seeing more and meo expressions todayNoteworthy are Enterprise.0,

Social Software in th Workplace, Enterprise Social Media (ESM), and Enterprise
Social Networking (ESN). In addition to allowing the flow and processing of
diverse information, Enterprise 2.0 respondthevesblurring ndure d external

and intenal organizational boundags. In contrast, the concept of Social Software

in the Workpace is more based on a technological approach. The system is
capable of providing each user with the ability to creafferdint public or sein

public profiles in a clesedsystem. In today's wat] the terms Enterprise Social
Media and Enterprise SocialelNvorking are dominant. The difference between
these two definitions is minimal. While the first term focuses on the
commuication interface #elf, the second term orhe previously mentioned
community interface means networking of individual membersefdrganization
(BaksaDr -t os , 2018) . According to some surveys,
not take advantage of sociakdia. As a result, th pat of the small and edium-

sized enterprise samgtcannot create a competitive advantage over those who take
the opportunity and seize the opportunities. But what are these, and what exactly
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are the benefits? The first and mostportant factor for bsinesges is feedback
from cugomers. Different socigblatforms are best suited for this (eg Facebook,
Twitter). Social media is also an excellent tool for generating future demand, as it
enables the company to communicate in advatsceaiget product oservie to

the market. Inmary cases, businesses alsse the aforementioned platforms to
offer various discountsas in addition to monitoring the customer's daily life, this
method increases the likelihood of making a purchase.ittpsrtant to keep in
mind that community medig the most valuable padf social media. It sounds
simple, but it is by no means dgruous, as it requires a lot of time, energy and,
last but not least, capital. Additionally, spreading good news is dntheo
important featees. The basic mission dd business is to make a ffitp which will

not work without the good news spread amoagtomers. On the other hand, due

to an inappropriate move, good news can very quickly turn into bad news. At the
same tine, a company can bdibrard loyalty by providhga good quality product

or service. Creating a community is not a priority factor ae often businesses
forget about this function. Social media interfaces are a great way to create
different communities(like creating a fangroup for a brand). In adition,
customers need t@¢l the importance of their opinion to the company. This iste
essential to build the right confidence. Key features include expanding the
customer base. In addition, with the hefpsocial media, yaubushess has ufo-
dateinformation about your cusiners and the latest trends. Value creation as a
key function also receives little attention. Last but not least, it is important to
mention networking. People want to communicat¢hwieople, not busisses.

And social media prades the opportunity fohe user to follow one person, not a
business (Sallai, 2011Because information is readily available to everyone in
today's world, onevay communication is constantly being repladsda more
complex malel in which not only busieses communicate with ceamers, but
individual consumers as well. In addition todittonal marketing communication
tools, the secalled earned media has emerged, which means communication
between consumgr where large amouwntof information about pmuds and
services appeamoeach platform. In addition, its importance is further ecbkd

by the ability of businesses to inspire consumers and encourage them to work
together to improve and develop theiogucts and servicesC(s o sMh&os

G8t i, . Sdal Igdia has compldie changed the way businesses
communicate, enabling businessto customize their messages and make them
interactive with users. Research by Trusov, Bucklin, and Pauwels in 2008 show
that word of moutradverising has a major fluence on acquiring new stomers

on social media platforms. As a result, social medi#forms are proving to be

the most powerful tool to drive customer mindset. According to Corometics,
social media canébdefined as the fastt gpwing marketing chamelin the world.
Accordingto research conducted by Castronovo and Huang in 2012) soeidlia

can be used to measure awareness, increase sales, and build loyalty. Oracle (2012)
and Salermo (2013), respectiyehave found thatansumes are responsibleof
shaping a company's brand service by communicating with other consumers,



which geatly influences business revenue. As traditional marketing methods are
less and less effective, companies need to iategsocial media intaheir
strategies in ordeto increase their profitality and develop a competitive
advantage. In addition, saetimedia offers many opportunities for SMEs willing

to use these tools. These include creating a competitive edge amal bett
communication (Mdse andStieglitz, 2013), rore effective collaborationwith
suppliers (Michaelidou, Siamagka & Christodoulides] 20 brand and reputation
development (He, Wang and Zha, 2014), and market research (Kim, Lee and Lee,
2011).

KEY STATISTICAL INDICATORS FOR THE WORLD'S INTERNET, MOBILE, AND SOCIAL MEDIA USERS

TOTAL INTERNET ACTIVE SOCIAL UNIQUE ACTIVE MOBILE
POPULATION USERS MEDIA USERS MOBILE USERS SOCIAL USERS

wWeede

7.593 L4.021 3.196 5.135 2.958

BILLION BILLION BILLION BILLION BILLION

URBANISATION: PENETRATION: PENETRATION: PENETRATION: PENETRATION:

55% 53% 42% 68% 39%

1. figure: Digital World innumbes
Source:Global digital report (2018)

While apparently more and more businesses wezeaof the importance of social
media, they are still skeptical about the benefits of using the aforementioned
platforms because they do na@ve alarge budget. Socialetworking has become

an essential elerant of marketing strategy, only works and s@tiseas long as the
right professionals are employed, helping to position the brand.

Compaed to the EU average, Slovakia is ranked in the midd|sveral cities
aroundHungary. More than 80% ahe population are Internet users, of whom
more than 50% aractive on social media. According to the Global Digital Report
of January 2018, of the.2 million active social media users, 2.3 million wsser
haveaccess to social & via their mobile phoneln Slovakia 72% of Internet
users have used social mediavimes at least once, with almost 10% above the
EU average. In terms of communication 5%#people in Slovakia use social
media to communicateith each other. It is neworthy that information etrieval

is not considered to be a key factor in Slovakia tturesearch results (Bumm SK,
2017).
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2. figure: Digital in 2018 in Eastern Europe

Source: https://blog.hootsuite.com/p@oplejoin-sociateverysecond/
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3. figure: Digital statistical indic#ors fromAustria
Source: Global Digital Report, 2018

On thethird figure we can see some digital statistical indicators from Austria. It
shows the total population, the numbers of internet users, tive aocial media
users, lhe mobile subscription anthe activemobile social users. We can see that
compared thdotal population the numbers are huge. Almost 90% of the total
population is an internet user, and half of the population is an active swdé
user and this numbés constantly growing dajy day.



A SNAPSHOT OF THE COUNTRY'S KEY DIGITAL STATISTICAL INDICATORS

TOTAL INTERNET ACTIVE SOCIAL UNIQUE ACTIVE MOBILE
POPULATION USERS MEDIA USERS MOBILE USERS SOCIAL USERS

@

9.71 7.67 5.80 7.86 4.80

MILLION MILLION MILLION MILLION MILLION

URBANISATION: PENETRATION: PENETRATION: PENETRATION: PENETRATION:

72% 79% 60% 81% 49%

O L S P T % Hootsuite are

social

4. figure: Digital in Hungary, 2018
Source: GlobaDigital Report, 2018

The last figures shows to the reader the same indicators from Hungary. Compared
to Austria we can conclude that the numsbef Internet users are létle less but
comparedd that tle numbers of active social media users are highéhns very
interesting and on the other hand it raises questions. Some research says that these
numbers are rapidly growing here as well. &seslt we can concludehtt the

role of social medi is chaging and growing everywhere. Therefore companies,
especially the SME sector need to keep up with these changes. But how can they
do it? It is important to mention an essential activity, whido isreate a sealled
maiketing content plan. The it stepis to identify the target consumer. Social
media patforms can help you to understand customer needs and build trust if the
business takes enough time to understand the mindset of their tastmhes.

Next, you needa determine exactly why anfibr whatthe company wants to use
corporate social media dndentify the secalled KPI (key performance indicator).

This activity is necessary because it is impossible to evaluate the successer failur
of the plan without sdtig goals. The selection dhe right social network is also
worth mentioning, but befe a business makes a decision, it has to do some
essential research. It is important to focus on two important areas: network
demography androssplatform interaction When the company has susséully
decided which social network to focus on, the négpsds to plan your content,
which is important to be specific, relevant, and not least unique. The focus should
be on creating content thatvinlves the target audienceNow the company is
awareof which platform is the best for them, the next step isrigage in twaway
communication to find out exactly what kind of content the consumer needs. It is
important for the company to follow their mpetibrs, but do not copyjust be
inspired! After ompletingthe research, your business is ready to creattegbn

The first step is to decide which target consumer you want to target. Then you will
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need to define the topic and then the title of thilar which should includ the
meaning of three keywrds. Bytransactional concept we mean attracting people
who are looking for the best or cheapest product or service. Information as a
phrase includes the "we" and "how" elements, while the navigatigwdtd
concludes that consuwers will find what they a& looking for, which is usually
brand name. Finally, the ctamt of each section should be outlined and divided
into 4 main sections: introduction, body, conclusion, and call preference. When
you know wthat kind of content you wanyour company to createoy need @
create a saalled content plan which includesprf example, the date of
publication, the title, the type of content, the distribution channel, and the
keywords. After that, it is worth lookgnbackat the previously mnioned two

way communicabn as tlis is the basis for building trust. If the compaspend

more time and energy to communicate through social media, the consumers will
feel safe. The final step in a media plan is to measureessicthe undertaking
mustbe aware of the fact thataeh effot has produced the expected results. This
area carbe divided into three different parts: transformation, achievement, and
commitment. The conversion process, also known as conversion, helps you
detemine if it is a so@l media sale. If not, theompany bould change its
business as quickly as possibleodgle Analytics, which gives you all the social
data you need to measure conversions, can help. By access, we mean how much
content you createesonges with your targetidience. And with engagesnt,
metiics can be used to measure engagement, includioks abn social media
posts, comments and mentions, Facebook, Instagram, and LinkedIn shares. With
this information, we have come to the con@usthat creating a sociahedia plan

can make a hugeontribution to increasing engagement and building and
maintaining trust (Warren, 2017). Another important factor is conducting a social
media audit. But what does this concept mean? During this pradhes®mpany
collects andaralyzes detailed data fno all meda accounts. This includes
examining your businesgjour results, your audience, and your investments,
including your advertising costs. In fact, it seeks to determine whether social
media effots are relevant to achiewig their current goals. Inaddition to
engagement and clicks, you should also consal@rage response rates and
response times. The social media audit can be divided into 4 sections, which
makes it easier to evaluate the results afirst step, it is inpatant to gather all

the social melia metrics that a company can use to measuresestis includes:
number of followers, shares, comments, clicks. If the definitions are done, it is
important to examine what types of comngeatethe best on each gfarm and
which platform isthe mostvaluable to the company. This is followed by an
examination of the demographics and interests of the community. If the company
is aware of who their target audience is and how they communigthte¢hem on
social mediathe next step is to looktdow the/ use social media platforms and
what types of comint they share and how often. The final activity of the audit is to
control the budget and calculate the return. This part of the audit irsvolve
examning what percentagy o the company budget ispent onsocial media



(advertising expenses, consultancysfeemployees, competition software). Then
you need to compare your earnings with the results you received. While control is
extremely time consgning, it is worth investig in, as it helps the conapy know

what works in social media, what it can improve an its target audience is. In
addition, the results obtained may help to build stronger social media campaigns
in the future (Ana, 2017).

Summary

Based on previous reach, the study summarizabe rok of corporate social
media in business, with a strp focus on the theoretical role of small and
mediumsized enterprises in their marketing strategy. The authors examined the
role of social meid in Slovakia, Austria ath Hungary. They concludechat the
importance of social media is growing rapidly andnpanies should keep up with
this growth if they would like to gain a competitive edge. The study will also
provide the reader with a comprelare view of each step ithe preparation of an
appr@riate marketing content plan and the conduct of a socialiasnaudit. From

the point of view of the research it is important to mention that the authors plan to
further investigate the topic in the fug, involving qualitativeresarch processes.
They wauld like to extend their research to other countries.
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Communication Problems Arising from
Cultural DifferencesDuring English
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Abstract:In the last few decades, the main factor whicleaéfd the global economy was
the globalization. Asa result ofglobaliz at i on, t h e eparatedi by basderar en 6t S
anymore. This integration has an impawt the economy and society too. The different
cultures make contactbecause of personal, educat@, or business reasons, and the
comection requires a universal language. As the effect of thelobalization, the
international negotiations beconmore frequent, and English is thgrimary language of
the business life. But despite the business partspesk the common English language,
they do not thik in the ame wayThe main goal of this resedr is togeneratea better
understanding of the problethat while the primary language of international mptiations

is English, but because of the cultutsickground, the individuals do not understand the
same meaningbehind their expressionscausing misunderstandings and probleman
exploratory research witmidepth interviews helps to comprehend thebfgm. The result

of thestudyprovides informationa individuals who frequently participate in intetienal
negdiationsor work inmulticultural wakplaces.

Keywordscrosscultural, intercultural, internacioal, negotiation, commiucation

Introduction

The main factor, which affected thglobal economy in the last few decades was
the globalization. As aesult of globalization, then at i ons ratedeby 6 t sepa
borders anymoreandthis integration has an impaoh the economy and society
too. The process ofglobalization has created a global interdependence and
fundamentally changed the economic system eemliitedin the fee flow d
people, capitaland information. Theountrieeconomies linked with eachhar,
and companies compet@ an internationaliéld. The process of globalizatios
nota new phenomm®n, but it has accelerated in the last fewargas aresult d
technolaical developmentCaused bythe integration process, thaifferent
cultures mak personakontact, andcommunicatiorrequires auniversallanguage
The lingua franca in th¥XI. Cenury is English The cultureinfluencesthe way
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how a person thiks, lears, and communicateand also the way how someone
interprets the surrounding enwhment.These are the reasqonshy despite the
individuals with different cultural backgrouadlo speak theuniversal English
language they do notalways nean the ame content behind their expig§ons.
Becauseof globalization, the international negoi@ts becomemore frequent,
and English is therimary language of the business life.negotiationis alwaysa
complexprogress, but when it takesapk betwen partesfrom different culturs,

to avoid any misunderstandingnore attentionmay be neead from the
participans.

The purpose of this research is to discover the occurrence hbatuitural
backgroundaffects the output of international netiation; to make a better
understanding of theproblem why during English language international
negotiatims, misunderstandingsappen caused by thact that different cultures
have contrasting ideologynd todetermine the issue that although pstpeak
universal Emglish langiage during a crossultural negotiation, they do not e
the same contentith their expressions

The literature review expounds the phrasewfure in the view oits influenceon
businesdehavior The literature review deribes the defition of negotiation It
also outlines what differences may be expected in a situatiomvplagties with
different backgronds negotiate, the potential problem soureeslthe caegories
of diverse cultureby selfworth and belief of vale.

The primer aalysis is anexploratory resarch with indepth interviews The
empirical studyaims tocomprehend therpblemof misundestandings caused by
cultural background between noative English speakers in the course of
international negotiatin. The data wasnalyzed bythe grounded thegr method
which is appropriatdor empirical research, asehexperience ahopinion of
respadentsinquired. This research focusing on the business negotiatgppmwes
the political and diplomatic meetingBhe result of thestudyprovides information
for individuals who frequently participate in internationafogations or wrk in
multicultural workplaces.

1 Literature Review

1.1 Meeting of Different Cultures

As a result of globalization, the borders betweeuntrieshawe faded and the
different culturesget in touch with each othem adaily basis The culturein
which we grow up has dar more significaninfluence onour everydy life than
we mightthink. Most ofthe effectsarenoteven conscious aridvolve theprivate



andbusiness life tooCulturehas an impact oour thought process, the way we
learn, cormunicate hegotiate and restve conflicts(Kumar, 2015) As theweb of
business transactionbawe grown worldwide crosscultural communication
beame frequent.Due to the significant influencef ccultural background on
p e o ppdersahaliies, different altures negotiate in a partialar way,and thereby
an international business meeting requiresscimus preparation.

The phrase culture has many id@fons. According to Hofstede (1984gultureis

the collective programming of the mind that differemiatembersf one group

from another. It strengthened throughout history and seenaasuncertainy

reducer factor dui ng soci al ¢ h &x gjaeedby Tylorl (18%&1LY, | 2018)
culture is the comlex whole, which involveselief, knowledge, art, moralsaw,

custom and any other cabilities and habits achieved by human as a member of
society.Cultureis a group phermaenon, a closed system, which yides cohesie

force to the members of theomnunity (Csath, 2008). As the effeaif the

dynamic changes oaed by gbbalization, thenational cultureshave lost their

predictive nature, whichesutedin uncertaintyfor scciety.

Different national culture have divegent economic values and paradigrasd
this factor has an expanding influence on global tradeC h i k @n The 0
mentionedprocess hashanged the nature of international relatiohecause
individuals have to work ira much closer relation &m before.People with
diverse cultural backgtmds have different values and business purposésy
global businesstransaction, proje¢tinvestmely or cooperation requires the
understanding of culturaénvironmentand values ofthe paries (Routamaa &
Brandt, 2008)When entering a foreign markéie individuals have to count with
the specifics of the neenvironmert andadequately adapo these dctors

Some researchers believe that the process of globalization has a homogenizing
effect on the natical cultures(Friedman, 1990, Szentes, 2002), iwhothers
assume the opposite, that the globalization dmtes to the recurrent
empowement of thecultural heterogeneitfAmin, 1997) From oneperspective
the global integration leads to an undividesiiversal culture, while the dominant
universal culture threats the nationar local oneswith destruction(Szentes
2002). The domination of the English language within global electronic
communicationand thepowerful influence of WesternrAmerican lifesyle only
strengthes this process From anotheiperspectivethe dominationof English
language communidan makesthe connection possille between those pete,
who comefrom different parts of the world, and theyay not have any other
options to estabish relatiors (Szentes, 2002). This phenaroe brings closer the
various individuals to each other arountlet world and cognition of different
cultures helpglevelop the dtective consciousnessf belonging to one universal
human rac€ Szentes, 2002)
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1.2 Crosscultural negotiations

Every negotiationis a social interaction between pigg, whose purpose is to
make a businesagreementthat fulfills both partiesdiverse goals(Wheeler,
2004). Interestén negotiaton situatiors may be different or oppost therdore,
the business natings may be interpreted as a balancing activity between two
differing poles( D a n k - , The2cboSsztiljural negotations are moreomplex
than withinthe-culture ones because of the gmral factors of individuals. The
readn isthatt h e p e r sabbadkgrourdnfllehcesthe knowledgeyalues,
norms and behavior (Chang023).

When arrivingin a forégn place to make a businesdeal, the person will
experience differences in sorfitndamental factors. According to Kumg015)
the followingdifferences may arise dag an international negotiation: the partner
strives for along-term business relatiohip, or jug a onetime de# wishesto
fulfill his interestsor to a winwin situation; negotiates iaformal or an informal
atitude; shows direcdr indirect commuication style during the process, shows
or hideshis emotims; anddecisionmakingby the leader oiby the group.

Dank - (2004) s p ewhichfmayebg a sobrceeofeprolbleancduriog s

the crosscultural negdiation processthese are the sterepiys, cultural shogk

and ethnocentrisnBtereotypeis an avese attitude against a personly becase

he belongs toa particulargr oup ( For oC8ltural shbé&k Intay be

experienced i a completely foreig enviraament when the individual feels

insecuity because he does not have any previous knowledge, hosh&ve in the

new situation(Varga, 208). Ethnocentrismi s an i deol ogy, when the pe
culture isthe cengr of everything andappreciates othagivilizations compared to

his own culture (Orttay, 1977).

In the view of crossultural business interdons, t he pewoshoeandds self
belief of values in society are vital factors From this aspectulturescould be

classifed into three categorge dignty, face and honor cultures (Ayers, 538In

honor culture being ethicalis essentialreputationis a crucial factorin socigy

(Leung & Cohen, 2011). fie membersf the communityhave to suito the social

obligations, but against the face cu#, thehierarchy in honor is instable (Aslani

et al.,, 2016). In a negotiation situatjothey are competve and able to do

anythingto avoidseem weak(Leung & Cohen, 2011)Honor cultureis typical in

Latin-America andcertainareas of the MiddkEast In dignity culture the focus
isontheindiv dual 6s accompl i s hnmdiiduality(becrfiy&eved goal s, a
Cohen, 2011) Not a prority in dignity culture b suit the localnorms in a

negotiation situationthey focus onmaximizing their outcome¢Aslani & al.,

2016). Dignity culturds typicd in the EuropearUnion and the United St&s. In

face culture, the most crucial factais the indvidual's position in the social

hierarchy to suit the hierarchicalommitmens, make harmony and stability the



face society (Aslani et al., 2016). Thegre the least competitivaulture, whichis
typical in China Korea, Japarand certain eas of theMiddle-East.

In a globalized worldadequaténtercultural competendeasbemmea key factor,
and efficientcrosscultural communications a musthave ata company, which
competes on global field (Kumar,2015).In a crosscultural team, théssue of
motivation requies attention because individuals of different origin may be
incited with diverse moties. Moreover besice negotiationscultural difference
may cause misunderstandingdvioeen individuals who speake same language
(KelemenErdR & Mo | rn2919).As a metaplor, if we comparecrosscultural
negotiation tadance, it would be awkward if one pantrs¢artswaltz and the other
does tangdAdair & Brett,2005) This thought shews how important to respect
the cultural differences dugninternaional negotiatios. If we understand that
negotiations are conversations aimed to reach an agreement, fanehtli€ultures
negotiate in different ways, ten we already have the basis ioternational
negotiationskills (Kumar, 2005).

2 Methodology

| approzhed the issue ith qualitative analysisand exploratory researchThis

method fulfilled the overall aim ohe study, because the purpose was to make a

beter understanding to the defined probteamd to specify theorrelations. The

purposeof a qualitaive analysis imot to make a repsentative outcome or the

objective exploration of the issue, but to amalythe pesonality, opinion,

experienceandtheubj ecti ve reality of03)tWhel i ndi vidual s (
started to investigatéd¢ defined poblens, | alrealy had a significanamountof

mosaic data from observation during my work arhfmy partnes. Moséc data

is a kind of informatiorcolleded unplanned from informal sources (Veres et al.,

2006).

For the exploratory research obtainedthe data within-depth interviews. This

method allows the respondentdo share their opinion, ideaand expe&ences

which pieces ofinformationwas usefulfor my study. The sample contained 16

members, womenand nen over 25 years who parfiete in intercultural

negotations. An interview took about 3@0 minutes in both Hungarian and

English languagetherefae, | had to facethe problem of equivalenceh& guide

was focusing on the i ntriencevandeaskagfors opinions ar
sensiive data wasvoided.

| usal the grounded theory methudgy to analyze the dataThis process
positioned between thedieal ard empirical researchlhe grounded theg based
on per sentence data analysis and continuouslyrgtsenew research questipns
ideas andcategoriesiuring theinvestigation With the application of tis method
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the theory involves from empiricallata(Glaser & Strauss, 1967 he gathering
and analyzingof datahaveto be extendedintil the newpieces of informationcan
give adifferent point of view to the study When thispoint was reached, and
theoretical saturath has developed, this indieatthe end ofhe research phase
(Kenesei & Str, 2015)

3 Results

| approached the problem from differgmrspectives like how the2spondents
prepare for a international meeting, whato they keep in attention during the
process, what kind of stereoB are theyexperiening, what is the keyto
swccess and whatleads to misunderstanding. My respondentsvéiabusiness
experience inthe EU countes, North and Suth America, MiddleEast and
Asia.

The respondents agreed on the fact that a-anassrd meeting requires adequate
preparation.The peparationprocessconsistsgathering informatiorand reseait
on the internet. The the categoriesf this subjectare local cultural specifics,
partnerand/or company, ahthe topic ofmeeting. The local cltural specifics
involve taboos and forbidderopiics. Before the meding the participant must
preparefromnonb u s i ne s s small pik oreebreaked , Nabse & short
conversatioris capable bmaking aninformal atmosphere whicbontributesto a
successful outcome.

According to the findingsl formulated four categories dhe factorswhich have

to be kept in attention duringhe processfaa crosscultural meeting. These are the
nonverbal @mmunication, patienceglear communication and the nesct of
cultural differences. The category ddtfence refers to the different interpretation
of time dimemsion among cultures. Theespondent withexperience in Atin
America or MiddleEast highlightd the"inaccuracies, delays and slipgihd the

fi u n nsadyeleng dragging of decisiema k i I€lgadcommunication means
that the receiver interprets the messagthe same way as thengler. Accordig

to thepartidpants, clearcommunication is the mosritical factor during a cross
cultural meetingOneway to prevent this issue iy askingafter e\ery relevant
sect i odo yotuhuaderstaiid, everything @ear® . The respect ofhe

p a r t cukure dssacrudal factor when doing business on an international field.
The respondents agreed on the fiett respectfulbehavior show$onor to the
pattner, which also contributeto the sitive outcome.

The fndings of my research shweed the impornce of a locallly or third

partnes.il t 6 s i mportant to have a trusnt worthy | ocal
ng

the local language, always helps, and kntmeslocal laws and rightsd Accor di



to the respondents,itl the help ofa localally, a productwith less qualy could
sellequally well as one i a superior quality

| asked the respondents to evokeswccessful crossultural negotiation and
explain whch factors lead to succesand | defined fourcore categoies on this

topic, which are winwin tactics, competitive offer, the respect of cultyrand
patience. Theparticipants agreed on the fact thiéitduring the negotiationthey
alsofocusot he business partnero6s iway,endest ,
the agreement wikatisfy both parties

| concludedduring the inquiry ofmisunderstandirgy thatif interpretes areused
during a crosgultural negotiation proces no misinterpretadn happes |
defined three categoriesvhich may lead to msundestanding during @
intercultural meeting these a& the unclear communication, the different
interpretation of time dimension, and the diffdremegotiation behavior of
cultures.

| investigated the tactihabits incrosscultural situatios and defned three core
categores which are: sinerity, conformiy to the partner, anin-win tactics.
Some of the respondents highlighted thetics of aking more than they wish to
get as anoutcome,because theyan reduce the price if th@artner starts to
bargain.

| concluded fronthe outcomesfahe indepth nterviews that the respondemtix

the expressions of stereotypes and racisithe findngs pesented that every
participant of tle researchexperienced stereotypes during business. The older
personshave more cultural stergqtes than indiiduals in theirthirties or forties.

| approached the problem from different perspectives, gatlivedsfied pieces

of information and withthe grounéd theory methodology, | defined seven core
categories as & outcome and summary ofii$ study: communication, loch
cultural particularitiespartner and/or company, wimin situation, topic of the
negptiation, patience, nonverbal communication

The clear communication is the most important factor when negotigtim a
crosscultural envionment. The @ltures have dferent mentality and ideology
thus they interpret certain expressions in a divergent Wéne individual ha to
prepare fromlocal cultural particularities before a crossultural meeting and
have b respecttheseduring theprocess. If te participanthandles this factor
inadequatelyit may lead to an unsuccessful outcome. Before the negatitte
individual has to gather infomation onthe partner and the company, which he
wishes to make a dealith, and respect him andis culture drring thewhole
process A win-win situation is thek i nd of n eugame whichison 6 s
positive for boh parties. The respondents highlighted the irtgpe of focusing
on the partner 6s sé this behawismag comtitsute woehe | ,
successful agreeent. Before the meeting, thpartidpant has to investigatethe
topic of the negotiation He needs informatioron how the specified culture
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relates to théssue and about the legal aspects of it. awid language problems,

he must knowthe terminologiesof the negotiated issu€atiencerefers to the

different interpretation of time dimensionoT be awar e of the | ocal
attitude to punctuality can be vital and savéwe partiesfrom many awkward

situatiors. The espondents aged on the impoance of observing theonverbal

communication signs because it helps rka conclusions about he partner 6s
intentions. Butmust not beforgotten that some nonverbal communication signs

have diverse maningsin different altures.

Conclusion

The researchhighlighted the significarce d the cultural backgroundduring
negotiation processglsecauset affects every aspect of life as businessawédr. |
analyzed the English languagesed forinternation& business meetingsThe
purpose of thestudy was to mie a better understdimg of how cultural
background affects the output of a crosdtural ngotiation. | made a qualitative,
exploratory reearch, | collected data with-@epth interviews and analgd with
grounded they mehodology. | approached the rpblem from different
perspedves, gathered very diversifiepieces of information,and with the
grounded theory methodologl defined seve core categorieghat influencethe
output of an internatiwal negotiation andpgoirt further regarch directionsThe
main categories areonmunication,local cultural particularitiespartner and/or
compayy, win-win situation, topic of the negotiatignpatience,and nonverbal
communication The study appointedurther research directie for my futire
work and | brmulated four research quests.

The findings highlighted the role of patience during assmultural meeting,
which refers to the diffegnt interpretation of time dimensiofhat is a hardto-
undestand factor for the indidual becaus in some culttes, to appear at the
exact date o&n appointment is not seifvident.Q1: What are the reass behind
the different interpretation of timelimension among different cultures. The
findings of the stugl showed the importance aftention toa winwin situgion,
because it may lead to a susskl agreement. In practicéhe crosscultural
meetingsfrequently end with a wiose or a loséose.Q2: What are the cultural
related reasondor the winlose o loselose situation on ra internatioml
negotiation?My current research does not invgstie the role of intermediary
paries, even thoughtheir presence is frequently vital for the occurrerafea
business meetingvhich involves indviduals from diffeent countriesQ3: What

is the role ofintermediary petiesin the success of crossiltural agreements2s
an effect of globalization, individualsavethe opportunity to live, studyor work
alroad and this widens their horizons aolanges their attitle to foreign people.
There is a contisting discoveryamong my findings that while younge
respondentsopinion is the cultural differences will da in the near future, the
older respondents arsure that these differences will beeimgifed. Q4: How or in
what directions wilthe culturaldifferences chage in the near future as a result of
globalization?

c

Vi



The findings of the study can be suggdsfer the individuals who attend
internationaimeetings or work in a crossiltural team.
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Abstract In the recent years, the frequent occurrences of massive accounting scandals
related to earnings managemerdvie provoked alarm in the financial marketoab the
accuracy of financial reporting statements as well as the credibility of external auditors.
Therefore, Mandatory Audit Rotation (MAR) rules have been enacted in many countries in
order to tackle these enmous accounting frauds. In the United Kiogd (UK), since the

MAR rule introduced in 2012, there have not any researchers igatsy the
effectiveness of thirule. Hence, this study is undertaken to examine the effectiveness and
the necessity of thiatest MAR rule in the UK by testing the udghce of audit rotation
activities and audit tenure on earnings management of companies in the FTSE 350 Index.
Practical implications of this study not only prove that FTSE 350 companies should be
required to sbrten their audit tenure by rotating their dit engagement more often in
order to decline the degree of earnings management, but they also strengthen support for
the essentiality of MAR legislations in the UK when showing that longer audit tenure
actuallyleads to more earnings management of FTSE@Bnpanies.

Keywords: Mandatory Audit Rotation (MAR), external auditors credibility, earnings
management

Introduction

The credibility of financial statements and the efficiency of audit functions have
been bboming concerning problems in the worldwidedirtial market since the
beginning of the 21st century after a large number of accounting scandals occurred
throughout the world. In response to this burning issue, many countries (e.g., the
United States of Amrica (U.S.) in 2002; the United Kingdom (UK) 2012; the
European Union (EU) in 2014) have enacted audit rotation rules in order to
shorten the audit tenure and to enhance auditor independence. Since then, the
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effectiveness of audit rotation has been thgbjects of many academic
researchers; howevahe final agreements have not been reached yet.

In the UK, all companies listed in the FTSE 350 Index have been required to

tender their audit engagement every ten years since 2012 (The UK Corporate
Governace Code 2012). Although there were several aedeers investigating

the influence of audit rotation on earnings management in the UK financial market

in the past, there has been little empirical study about its actual impact after the
introduction of thenew mandatory audit rotation rule in 2012. Thitiss required

to explore the capability and the essentiality of this new rule in addressing

earnings management issues in the UK

The intended sample used in thisistsodt udy
all companies listed in the FTSE 35@ex in the UK. The investigated period of

time is a teryear period between 2006 and 2015. Following previous research by
Matsumoto (2002); Davis et al., (2009), this study uses discretionary accruals as a
proxy to estimate the degree of earnings managerAelditionally, the number of
auditors employed by each firm in the FTSE 350 Index in the period between
2006 and 2015 represents audit rotation activities in this research, whilst audit
tenure is defined abe length of a firrauditor engagement.

The results acquired from this research suggest two main points. As can be
implied from the first result, the increasing number of auditors engaged by each
firm in ten years contributes to the decline in the degfemarnings management.
Thus, this result haaffirmed the effectiveness of MAR on lowering earnings
management in the UK. In terms of the second result, longer tenure is found to
result in more earnings management strategies. Hence, the second resthidro
study has emphasized the fundamentatirifeMAR enactment in the UK, which

can definitely help to shorten the harmful long audit tenure. In general, it may be
evident that both main results show support for the success of MAR in confronting
earning management issue and the essentiality of N&&fislation in the UK.

The remaining parts of this study are organized as follows. Firstly, the research
demonstrates theoretical information about earnings management and presents the
review of prior relatedesearch, which then paves the way for the lbgveent of

two hypotheses on the effect of audit rotation activities and audit tenure on
earnings management. The following part illustrates the research method and the
formation of two regression models. Higathe research draws conclusicersd

makes sveral suggestions for future research.

t
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1 Literature review

1.1 Earnings Management

Earnings management is the situation in an organization when managers
manipulate financial reports legally or illegally terdonstrate an untrue picture of
t he f i r méoaditibns with thechbpa bf meeting earnings expectations.

The main motivation of earnings management roots from the significant influence

of earnings on the decision of investors and stockholders, isinestors usually

consider earnings as an indicatoro r a firmdéds financi al heal t h
prospects. In reality, the strong reaction of the stock market or investors and

bondhol ders to firmsd earnings anmouncements ur
suggested in academic research carried out byeyadarolyi and Salva (2006).

In addition, managers, especially those with high equity incentives, are so

sensitive to future stock price performance that they tend to manipulate their

earningsinordet sati sfy analysts oOex20@e5ralati ons (Cheng
in all, it is the influence of earnings reports on investor behaviour that incentivize

managers to choose their earniogdimizing financial reporting strategies

(Abarbanell and Lehavy, 200&oel and Thakor, 2003).

1.2 Audit rotation

1.2.1 Overview of mandatory audit rotation rules

To deal with severe accounting frauds, in the early 21st century, the Sarbanes
Oxley Act (SOX) requiring fiveyear audit partner rotation was enacted in July
2002 by The U.S. Congress. After that, the requirement foryieas mandatory
audit partner rotation for listed audits was also introduced in 2004 by the Auditing
Practices Board under the authorization of the Financial Reporting Council in the
UK, targetirg at improving financial reporting reliability and the indegence of
auditors. Then, in 2012, the Financial Reporting Council in the UK enacted a rule
in the UK Corporate Governance Code which requires FTSE 350 companies to
tender their audit every teregrs. A similar legislation was also introduced in the
EU forall EU public interest entities in June 2014.

1.2.2 Mandatory audit rotation activities
For those supporting MAR, they believe that au
l ookd (The €dnfeonéB8¢cepBB8&) to corporateds final

an auditor ould improve due to the peer pressure from his or her successor
auditors. This perspective is strongly supported by Lu and Sivaramakrishnan
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(2009), who state that MAR exerts a statisticgdbsitive impact on higher audit
quality in the first years of anudit engagement by virtue of the ambition to
provide more effective auditing methods of newly appointed external auditors.
Furthermore, not only the first years but also the last yeamnoduditclient
relationship can experience dramatic improvementaufit quality. According to
Lennox et al. (2014), the peer review between predecessor and successor auditors
paves the way for the higher detection of financial reporting frauds, whith ca
result in the significant audit adjustment in last years of aiit &gidn. On the

other hand, a number of researchers demonstrate that low audit quality is likely to
take place in the first several years of an auditing term due to the unfamiliarity of
new auditors with their clients (e.g., Carcello and Nagy, 2004; ltitile 2014).

Due to the unsolved conflicts atitile research regarding the impact of MAR on
earnings management or financial reporting enhancement in the UK since the new
MAR regulationwas adopted in 2012ne out of two main objectives of this study

is to determine whether this MAR rule actually can make a great contribution to
lessening earnings management of FTSE 350 companies. Based on the belief of
MAR legislators and supporter$iet first hypothesis is built as the following:

Hypothesis 1: More aulit rotation activities have a statistically positive effect
on lessening the degree of earnings management.

1.2.3 Audit tenure

One of the main purpose of the MAR is to shorten the aediire, which is

believed to be the main cause of the decreasing intid auor s 6 i ndependence.
Hence, many researchers investigate in the relationship between audit tenure and

audit credibility in order to test the effectiveness of the MAR rule.

To supportfor the idea of shortening the audit tenure, Lennox et al. (2014) proves
that a strong mutual bond between auditors and firms in a long aciur
relationship, which leads to poor audit quality and low independence, could be
hampered thanks to MAR.uRhermore, several researchers have discovered that
long tenure actually oosens auditorsd independence, which
to audit quality (e.g., Dopuch et al., 2001). As a result, the elimination of auditor
independence and accounting fradde to long auditaeclient relationship may be
considered as the mostmaipal intention of MAR enactments. On the contrary, in

the research of Myers et al. (2003), there is a decline in the discretionary accruals
used in conjunction with long audit teeyimplying that a long auditing relationship
could help to reinforce fiancial reporting quality. Explaining their result, Myers et

al. (2003) emphasizes that letegm auditors would pay more attention to their

cl i ent s-ificreasimgcamdnmcorrdeceasing accruals, which could then
prevent any earnings frauds. To summgrithe relationship between audit tenure
and earnings management detection is still the contentious topic among academic
researchers, and it needs to be determined in further rfeskarhis study, the
second hypothesis will evaluate the necessity féfRvenactment in the UK by



testing whether longer audit tenure can truly do harm to financial reporting
credibility in the UK financial market. Consistent with the reason for MAR
enacinent, the second hypothesis of this research is given as follows:

Hypothesis 2: Longer audit tenure has a statistically positive influence on the
increase in the degree of earnings management.

2 Methodology

2.1 Data

The sample firms used to answer the t@gearch questions are all UK firms

listed in FTSE 350 Index. The FTSE 350mgmanies are selected because the

FTSE 350 Index consists of 350 largest UK companies listed in the London Stock

Exchange, and FTSE 350 companies have been required by the &inanci

Reporting Council in the UK Corporate Governance Code to rotate their audit

appointment every ten years since 2012. However, this study focuses on only 327

companies listed in FTSE 350 Index instead of 350 companies, since there are 23
companiescontainng ei t her many missing data or no audi

Allthe datausediht hi s research are secondary dat a. Whi |
was obtained from the BVD database and annual financial reports of each firm in

ten years, financial data for eacbmpany from 2006 to 2015 were acquired from

the Datastream database.

Yearly historical financial data of FTSE 350 companies are scrutinized for the
period between 2006 and 2015, because this period experienced a variety of
significant occurrences in theorldwide financial market. the teyear audit
tendering ruldor FTSE 350 cormpanies in 2012.

2.2 Multivariate regression models

There are two multivariate regression models built to test two hypotheses of this
research. Regression mdésladopted in thisasearch werdeveloped by Dechow

et al. (1995) from the Jones Mod&991) This dudy uses Eviews for the
statistical and econometrics analysis. The method adopted to estimate two
regression models mentioned above will be Ordinary Least Square (OLSdmetho

The first target of this study is to examine the effectiveness of MAR rube idK by
exploring whether the audit rotation activities can make a contribution to preventing
earnings management strategies. Therefore, the hypothesis is given below:
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Hypothesis 1: More audit rotation activities have a statistically positive effect
on lessening the degree of earnings management.

The first multivariate regression model to test Hypothesis 1 is estimated as the following:

LDA;, = fo + BLNUMBER OF AUDITORS
+ B,CHANGE_ONCE
+ BsCHANGE_MORE_THAN_ONCE + B,BIG4
+ BsSIZE controry + BeAGE;  (conTrOL)
+ B7 ROA; ; (contrOL)
+ ﬁgMARKET,TU,BOOKi_t (CONTROL)
+ BoLEVERAGE; ; (conTROL)
+ B1oCASHFLOW; ¢ (conTroL)
+ &

On the other hand, the second gofathis study is to test the necessity of MAR
enactment. As mentioned in the Litenee Review chapter, accounting frauds are
thought to have their roots from long audit tenure MAR legislators and supporters;
thus, it is necessary to enact MAR rules. Thenef the essentiality of MAR
enactment in the UK will be reaffirmed if longer aludinure is proved to result in
more earnings management if FTSE 350 companies. Based on this belief, the
second hypothesis of this study is given below:

Hypothesis 2: Longe audit tenure has a statistically positive influence on the
increase in the degre of earnings management.

In order to test Hypothesis 2, the multivariate regression model is built as the following:

LDA;
= Bo+ B.TENURE + B,SHORT + B3LONG + B,BIG4

+ BsSIZE (contror) + BeAGE: : (contror) + B7 ROA; ¢ (conTroL)
+ BsMARKET .TO_BOOK, ; conrror) + BsLEVERAGE, . (conrror

+ B1oCASHFLOW, ; (conTrOL)
+ &t

3 Findings and conclusion

This analysis is built witlthe main intention to explore the effectiveness and the
necessity of MAR enactmem ithe UK. This study is designed in the context of
over three years after the MAR enacted in the UK, so that it can help to satisfy the
urgent need for research about MARIgrovide the latest evidence from the UK
financial market to this academic fielfihere are two questions designed in this
research. The first question aims to test the capability of MAR in the UK by
examining whether more audit rotation activities, wh@re presented by the
number of auditors employed by FTSE 350 companies from 20@®15, can
contribute to lowering the degree of earnings management. The second one tries to



confirm the necessity of MAR enactment by scrutinizing whether longer audit
tenure actually results in the rising level of earnings management.

Consistent withtte r esearchés first hypot hesi s, t he ¢
model reveals an evident fact that the increasing number of auditors engaged in
ten years paves the way for thewer discretionary accruals. As this result
demonstrates the fact that audit rimatactivities indeed contribute to lessening

the degree of earnings management of FTSE 350 companies, it has provided
support for the effectiveness of MAR in the UK. Imnts of the second research
question, the result from the corresponding regressiotehuas stated that the
longer the audit tenure, the more earnings management reported from FTSE 350
companies. Hence, this result helps to reaffirm the fact that MARIlis ieeded

to be enacted in the UK to eliminate the root of earnings managemeiS& F

350 companies long audit tenure.

Further research can be conducted with the purpose of recommending either the
number of times that each company should switch itht@uwithin a specific
period of time, or the best appropriate audit tenure of emaflitorclient
relationship to achieve the ultimate objectives of MAR. Furthermore, investigating
how auditor switches occurring within or outside Big Four affects thalxkty of

MAR will be another helpful addition to this research area.
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Abstract: Internationbstudent mobility (ISM) is a perfect opportunity for the students who
complete a shoiterm internship in another European country to develop their cultural
competences as welMost of the students have some previous knowledgediaga
cultural differerces, but theyre not well prepared for the arising problems such as culture
shock or intercultural communication difficulties. Longer time abroad causes cognitive and
behavioral changes in the interns: they have to face anxietytirgsrom contacting a

new culture, feeling of confusion and loss, and incompetence caused by loss of accustomed
cultural clues and social rules. Both ends of the socialization spectrum (from social
isolation to overactive social life) trigger oversharing social media and épen Fear of
Missing Out (FOMO)This study addresses the nature, causes, and stages of culture shock,
and aimed to determine if there a relationship between the culture shock and social media
use of students wgarticipate in Erasmus internship prograamd to explore the studehts
perceptions of social media activities related to oversharing and FOMO.

Keywords: international student mobility, Erasmus, internship, culture shock, social media,
Facebook, InstagrapFoMO

Introduction

Nowadays students canpend their internshgpabroad and due to theErasmus
program, they can work in different European countries after their graduegion
well. The aim of these student mobility programs is gbssibility to gain work
experience, praaé foreign languagesind connect with new culturesefBre the
era of total connectedness through social media, and interabhdad wasa
different experience: interns had to have a laptop or computer arsltta library

or find a wifi signal somewherto upload and shartheir best photos with the
family and friendvia email. The process was tiresensuming and difficult.
Nowadaysevery student has smartphonasd due to the lack of roaming fees in



the EU their connectedness to the social media platfase®ntinuous. Missing
friends does not mean the sametan years agoandtheir everyday life can be
checked easily via Facebook or Instagram. This new form of connectedness is a
doubleedged swordnegaive posts are not liked, dark photos are not shaned

sad stoes are not commentedhus positive, welcomposed photos andoges
have to be made to assuaeexcellentplace in the news feed of our acquaintances
on social media. Working abroad is sophisticatedexperience with many
adversities such as languagariers, inability to navigate effdéeely during
conflicts, inability to decode nonverbal comnication properly, feeling of
loneliness, homesickness, social isolation. Internship in arefiffeulture is an
adventurghathas always its dark sides, ltbe enrichment of personality cannot
happen without adversity. Culture shock is not just aclkihg feeling of
someahing new and unknown, but a phenomenon: a whole journey from the
excitement of the new place, throligthe stressful phase of adaptation ke t
periodof acceptance of the new cultural rules.

The aim of this study to explore the possible connection between the phenomenon
of culture shock and social media use difterent emotbnd advesities such as
Fear of Missing Out (FOMO), lonelinessc& interaction anxiety.

1 Roleof social media in generation Y

Millennials or"Generation Mé are the popular name of generationwhich is
represented by individuals whwere born between 1980 and 2000 [1][2][3].
Twenge [4] was one of the firsts whornmected the generational changes to the
development of social media, which became the base of connectednes'saied a
place for the young generations [5][6]. Twenge [7] named the offsprings of this
era iGeneration, Prensky [8] called them digital nonthdsto their inborn digital
competenceswhich caused significant generation gap between the generation
Y/Z and the previosl ones [9][10][11] The main characteristics of the Millenials
are the quick access to the information, shallow interpersmiaionships
extremeconnectedness via social mediat weak attachment in real life, thirst for
adventure, challengeand freelom, need of individualism, setéflection and
simplicity [12] [13].

The phenomenon of peatiolescence is reflected in thBeer Pan syndronie

[14] and quartelife crisis as well [15]which leads to the delay of establishing a
family, starting a cam, or weakening the attachment to the parents [16]. These
psychological effects favor the popularity of student mobility prograoth as
Erasmust+and shorterm summer works abroad. The more joyful experience one
can have during their early twentiesethlassic mature duties seem to be less
appealing. The students precisely edited photos of an internship abroad at the
platforms & Facebook or Instagram give a wplanned impression toward the

177



others who stayed at home and reflect success [17], tlygeitrenvy [18]. The

circle of friends is a reference group basedsbaredexperiences and similar
tastes, which can influence tldecisionmaking process [19]:Consumptioh of
summer/Erasmus experiences reflects'sorentity [20] and strengthen the link
between the individual and their reference group [21]. The Millennials have been
bombarded by the reference grougsjuirementghrough social media as well

and they woud like to identify with this unreal and highly idealized version of
themselves [22]. Facebook and Instagram are the most frequently used social
media platforms to presetitemselvenline [23]. Selfpresentations a form of
communication that can faciite the maintenance of relationships [24].

Social media itselflike internet sites, is familiar to everyone. However, its
definition means different things to different researchers. Therefore, no single
definition exists for it. The difficulty is that s@ networking sites are more of an
online platform that offers a diverse array of services that is evolving at a fast pace
to retain, satisfy, and attract new users. According to Danah and colleagues, social
meda is an Internebased service where persbmprofiles can be created and
shared with others [25]. In the words of Andreas Kaplan, social media is a group
of Internetbased applications that build on the ideological and technological
foundations of Web B. and allow users to create and transforrar-generated
content [26]. A series of social media websites and apps designed to help people
share content quickly, efficiently, and in ramhe [27]. The central role of social
media in our daily lives is nodtter demonstrated by the latest Eurostat da
(2019) [28] which shows 65% othe Hungarian population use social media
platforms. The EU average is 56%, while Denmiaglsranked first (79%) while
Hungaryhas rankedthe tenth GlobalWeblndex Report (201829] showed that

the proportion of people o spend more than 10 hours online has doubled
between 2012 and 20I@fobally (increased from 2.8% to 5.4%). According to
another report from GlobalWeblindex (2019) [30] shows that 47% of Europeans
use social medi sites to check what their friends are dpiand 41% to spend
their free time.lt is also proven by the fact that 75% of social media users use
Facebook for gathering daily informatioand 66% use Twitter [31]. The use of
smartphones has become an esiakrpart of everyday life and can trigger
maladaptive behavior regarding the individuedations to technology [32].

Fear of missing out (FOMO) is described dparvasive apprehension that others
might be having rewarding experiences from which ahelisent" [33]. The
anxiety resultedfrom FOMO is characterized by an urge to stay continually
connected with what others are doing [34] and can cause maladaptiypreamar

use and addiction [35]. The intrinsic motivation of continuous online presence is
the basic need for social interactions, especially if one feels lonely. By browsing
social media siteghe life of onés friends can be checked continualiynd the
comparison triggers more loneliness, bored@nd even depression [36]. The
FoMO is a trigjer for further social media activity: excessive browsing the social
media account of others and oversharing [380% of Millenials check social



media account twicer more a day [38]. The urde checking and sharing is the
strongest in the evenings arad the end of the week [39] and can lead to
maladaptive smartphone use. FOMO negatively affects the overall psychological
wellbeing of an individual because it causesignificant amount of anxiety and
emotional pressure due to the constant comparistimathiers [40].

2 Challenges of nternships abroad

The behavior of Millennials differs from the previous generations in the field of
traveling. They deciddestination easier, make decisions more caifsciousand

more mobile [41]. Due to their relativenfincial freedom (which is based on the
postponement of the detachment of the parents financially and emotionally),
Millennials behave differently. They spd more financial resources on traveling
and exploring the world, organize short trips quicker andenazcessible due to
their digital competencesThey continuously dream about adventure and eross
cultural experiences, and they make idealized photeat@h of their experiences
and best moments on social media platforms [42]. This young generatiaves

and more tolerant for the cultural differences [43], but based on the findings of
Twenge[44] the youngest (who belong to the generation Z) spente rtime
online than any generation before and reattemendous amount of information
regarding anyplace of the world. However, their desire to travel is significantly
decreased, whiclreflects the same reduction in the number of Erasmus
participants asvell [45].

The Erasmus program was created to foster intercultural competences and provide
a wellrequlated framework for internship (and studying) opportunities abroad for
2-12 months. The program has been designed not to three drairi in the EU

[46]. However, several studies proved that student mobility had a significant effect
on career mobilitywithin the European labor markéithe fudy of Guellec [47]
confirms the significance of soft factors (such as affection for foreign cultures
participation. Student mobility has been supported by enterprises as well because
it broades the recruitmentpool and can cause labor cost reduction [48]. The
primary motivation of participation is experienseeking and the most significant
influence is the stories and travelogues of the former participants (who became
role models or eve influencers) and thgliotos on social media. In a Hungarian
study, 74% of 242 students confirmed that they want to have the same experiences
and would like to rdéct the same image on social media adrtfieencers. 84.4%

of the participants agreed that their internship atiravas one of the best
experiences in their lifeand that period becors@ determining status symbfar
them[49].

179



2.1 Intercultural commun ication adversities & culture shock

The culture shock [50] is a complex experience caused by numerous internal and
extenal stressors occurring in contact with another culture [51]. Cultural shock
occurs not just for immigrants but students, who studwank abroad for more

than three weeks are affected as well [52]. It can be defined as anxiety resulting
from contact andnixed feelings of incompetence, loss, social isolatand lack

of accustomed to social rules. Homesickness, perceived lonelinessoaiadl
isolation, difficulties in selexpression due to language barriers, interpersonal
conflicts, boredomand worklife imbalance lead to further adversities. Pedersen
[53] defines culture shock as a communication problem andéan the lack of
understanding of the nonverbal signs in a foreign culture. One loss th&weslin

daily routines, the reactions from th@wv@onment become unpredictable and
sometimes threatening. In this situation, the new culture besanpermanent
stressor and cog theaptation of the individual [54].

The root of the intercultural communication adversities are the following: (1)
assumpgbn of similarities, (2) language barriers, (3) nonverbal misunderstandings,
(4) preconceptions and stereotypes, (5) assessment diésre®) high level of
anxiety due to the disorientation in the host culture [5Blonverbal
communication can be theabof many difficulties at the workplace due to the
cultural differences in touch, body movemeanmd structure of time [56]. Basic
emofons such as happiness, surprise, disgust, anger, and sadness can profoundly
influence the meaning a message in a hightext culture, while expression of
emotions in low context cultures has no practical notability [57]. The success of
intercultural commnication lies in the extent of cultural distance [SBle more
similarities two cultures have, the more effective ¢tbenxmunication between two
individuals.

2.2 Phases of adaptation

According to the most basic model [58Fculturation has beatescribed by a U
curve [@]. Figure 1 describethatpeople will initially have (1) honeymoon/tourist
phase, and then there will @) a negative phase, that is, cultural shock.
However,people will starto (3) adapt (the dotted line depicted some pebated

by new cultures insteadfurthermore(4) refers to some people returning to their
places and radapting to the old culter which phase can be characterized by
reverse culture shock. Further models [61] have been developed as well.



Figure 1
Phases of adaptation

The four phases of cultural adjustment [63] are the following: (1) honeymoon, (2)
negotiation, (3) adjustment4) adaptation. The culture shock is not preventable
[64], and each individuateacts to the new culture differently and uses distinct
coping mechanisms [65].

(1) Honeymoon periodeverything seems to be fascinatirand the new
culture is seen in a romantight. In this phase, the individual contacts
just wellorganized and gue$bcused establishments such as hotels,
airports, restaurants. This period eventually ends [66].

(2) Negotiation: The differences between the old and the new culture creates
anxiety. Exitement fades awaynd general anxiety level arises due to
the difficulties in interpersonal relationships, perceived loneliness,
stimuli overwhelming and stress caused by the new cultural values, rules,
and conflicts.

(3) Adjustment:One grows accustomed tthe new cultural Maes and
develops routines, understands the nonverbal communication better.
Adverse reactions to the new culture are reduced

(4) AcceptanceThe new cultural values are accepted, the social rules are
adjusted, and the experiences are rivabzed, the levelof stress is
decreased.

There are further models (ten steps model by Rhinesmith [67ihend/-curve

mo d e | by Mgynarczuk &  Sotheogsyholwdical [ 68]) repr
adjustment process, which does not finish after the acceptance phase. When the

individual move back home, has to face teergry of reverse culture shgakhich

is emotional and gychological distress. It can resuit unexpected difficultyin

readjusting to the culture and values of the home country and generally made up

of two parts: idealization and expectations. Based on the studiateamshig69]
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[70] the individual startgo idealize the period spent abroadeafmoving back
home. This reverse romanticizing is reflected by their social media usage as well:
perfectly edited photo collection has been shared on Facefmblnstagram

Most of the satisfied participants became advocate of student mobility and
influence the expectations of the Erasmus applicants.

3 Results and Discussion

3.1 Measure and Method

The data has been collected anonymously by questionnaire, which took
approximately 20-25 minutes to fill in. The survey fom included general
questions collectedlemographicinformation such as gender, age, educational
level. The rest of thequestionnaire contained validated scales and specific
questions related to social media use duringitibernship periocbased on the
previous study of Matook [75]The total number of questions was 102.

Fear of Missing Out Scale (FOMQOS) [71], which is a-seffort questionnairthat
containsten questionsaims to measure the level of FOMO of an indiva. The
final score was between4d. Perceived Stress Scale (P$B)] measures the
individuals perceived psychological stress lewntainsten questionsand the
final score was between-4D. Social Interaction Anxiety Scale (SIAS) [73]
containstwenty questionsdesigned to assefise anxiety individuals during social
interactions and can measure the tendency of avoidance or successful adjustment.
The final score was betweer80. The strength of Culture Shock was measured
by Culture Shock Scal€€SS) [74] which containgwelve questions and resugdtin

a total score between-4B. The perceived loneliness was measuredthsy
Perceived Loneliness Scale (PLS) [;Abhich was developed by Matodiased on
the UCLA Loneliness Scaland containegevenqguestions. The total score was
betwea 0-28.

All the scales containetlikert scaleswhich indicates the degree to which one
feels the statement is characteristic or true for them. The rating of the scale was
from O to 4 (where 0 Not at all characteristic or true of mel = Slightly
charaderistic or true of mg2 =Moderately charactéstic or true of me3 =Very
characteristic or true of met =Extremely characteristic or true of méll scales
showed goodowk=l.i0a k80 8t gi8=6 D . (B=D.722)U

The final questionnaire was available online dadbeen sent to students directly
who partook in student mobility programs such as Erasmus+ or Campus,Mund
and they have been asked to forward the link of the questionnaire to other
participants as wellPresented data below is not representative regarthe
whole Hungarian student population.



3.2 Survey analyses

The total number of responses was%N02) stared between 66 female and 36
male participants. The age of the respondents ranged from 18 to 30 mpears (
22.29 SD = 2.201). According to theeducational background, 76.47% of the
respondents had studiat Bsc level and 5.88 %t master leveland 1765 %at
arother educational level.

Tablel
Correlation coefficients based &ear of Missing out (FOMO)

Coefficients Confidence level

Perceived Loneliness Score (LONS) 0.243 0172
Perceived Stress Score (PSS) 0473* 0.005
Social Interaction Anxiety Score (SIAS) 0.420* 0.015
Culture Shock Score (CSS) 0.555** 0.001

As Table 1. describes, there isn@destpositive correlation between the strength
of FOMO, perceived stress (r =4¥.3 p < 0.01) It meansthatthe more stressful

the work and the evgday duties in the new culture, the more anxiety appears due
to the missed opportunities at home. The lack of close friends and feeling of
connectednessanstrengthen this fear too. The mearttedPerceived Stresscore

was 16.33 (scale scores betweend0, SD=734), and the Perceived Loneliness
score wasl4.90 (scale scores betweer2@, SD=2.37). Therelatively high level

of perceivedloneliness was the most outstanding detail. Data showmdest
correlation bateen FoMO and Social Interaction Anxigr = 0420, p < 0.05).

The avoidance of social interactions created by anxiety dedhpenfeeling of
incompetence, lonelinesk turns the individual to the weknown and safe place

of social media where everytiy seems to stay the same.

A modest positive correlation between FoMO and Culture Shock (r559.p <

0.01) can be explained by the disorientation felt in a new culture. The differences
in rules, values and even nonverbal communication trigger the feeling of
incompetence, which is coupledtlwvthe avoidance of new social interactions that
can cause soci@olation or loneliness. The need to perform well at the workplace
due to the requirements of the sending educational institution pressurizes the
intern to stay abroad, even if it causegatéese feelings. In this situation (because

of the lack of friendg the individual turns to social media to compensate.
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Table 2
Correlation coefficients based on Culture Shock

Coefficients Confidence level
Fear of Missing Our Score (FOMOS) 0.555** 0.001
Perceived Stress Score (PSS) 0.667** 0.000
Sociallnteraction Anxiety Score (SIAS) 0.437* 0.011

As Table 2. describes, a significant positive correlation is showed between the
strength of Culture Shock and Perceived Stress (r6870.p < 0.01) which
confirms that the feeling of competence to manage the daily life successful
connected to the disorientation belongsutiure shock. The connection between
Culture Shock and Social Interaction Anxiety gositive and significant (r =
0.437, p < 0.05). The anxiety which is triggered by foreign language use and the
different nonverbal communication strengthens tbdture shock. In the
adjustment phase of cultural adaptation, social anxiety regaicgédhe one start to
cope with the daily interactionsiore effectively, which reduces the degree of
culture shock. When the intern is finally adapted to the new culture, the cultural
differences can be internalized and enrichpgéesonality

Concerning social media use durithg internship the study highlibted exciting
findings. 88% of the interns used Facebook and 53% used Instagram and 47%
used both social media platforrdaily. The frequency of posting on social media
correlates to the perceived feeling of loneliness (r 48®.p < 0.01) thus the
lonelier the intern during the internship, the more posts they make. There is a
strong, positive correlation between the need for feedback regarding a new post
and the desperation to show an idealized image on social media (r = 0477, p
0.01) The individualsnake more preparation (editing, composition) on a photo or

a story to get mortlikes' - and the Facebook friends react to the welnposed

posts better and quicker. There isvaak and positive correlation between the
level of stress ah the need for sda@l media feedbacks, such dBkes' or
comments (r = 0352 p<0.01) and the stress correlate to the desire of idealized
image creation as well (r = 0.599<00.05). The more stressful is the internship,
there higher the need to reeeifeedback to thposts and the higher the urge to
show the best angle of the experience. This behavior manifeSexjerience
haunting. The interns try to catch the best moments, find the best location to
make a landscape or beach phatod try to &ke the best grouphotos during a
gathering. The result is more important than experience. The more social media
"material has been collected, the more frequent the urge was to post (r = 0.590, p
<0.01), which can lead to oversharinthe urge to share was connected te th
feeling of loneliness as well (r = 0.600, p <0.00mhe most exciting finding lies

in the comparison of the Social Interaction Anxiety andial media activityThe
higher the SIAS score of the individual, the heglthe number of positive past
have leen made (r = @39, p< 0.06), whichindicates that the students try to mask
their problems.



Conclusion and recommendations

The present paper focused on the difficulties of Millennials or younger ones who
spend tleir internshipg abroad. Research resshliows that the interns have to face
mild culture shock which resulted from the close distance of the culture of
Hungary and the European host countridse students experience the feeling of
loneliness in the new environment, far from their family armbelfriendsand

their only one communication option $®cial media. Loneliness comes with the
feeling of social isolation and possible avoidance of interactions. As the Culture
Shock scale revealed, they have problems with expressing themselves igra fore
language (especially in conflicted situatiopscannot use the social rules of the
new culture properly and have to face adversities in the field of nonverbal
communication as wel(mainly decoding of emotions of othgrg=earing of
Missing Out (FoMOYesultedfrom anxiety, which triggered by the feelingf loss

and failure and the desire to stay connected with others at home.

The interns use social media applicaiosbroad daily and share their best
moments at work in their free tim&he sudy resilt shows that even if they are
feeling depressed and satisfied with their internship, they try to mask these
feelings on social media and colleexciting moments or places and edit the
photos before uploadinthem to reach the desideoutcome and receiv more
feedback and likes. The more depressed they tleeimore preparation work they
do on the photos. The stress, lonelinessl anxiety trigger the need to post more
frequently. They might be lonely and disappoihteut their posts show a perfect
internship, with great workmates, beautiful landscapes laeaches and diner
compositions at restaurants and this idealiZedis parallel reality make the
others (who stayed at home) envy and influsrared encourags them to apply
for an internship progra. It is the circle of the connection between the imstip
programs, social mediandonés need to be connected and seen.
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Abstract Background: Health Technology Assessment (HTA) is pariral old medical
tecmology assessment tool usedh@alth policymakers to aid in reimbursement decisions.
Although HTA is usually adopted by wealthy countries given the surplus in financial and
human capitalyet, nowadays, more and more low andldié incomeg(LMIC) countries

are realizingthe value ofHTA in the long run and are starting to adopt thisol for
healthcare reimbursementlecisions Aim: This study aims to provide a summary of the
existing academicesearchrelated to the field of HTA in nine @&al and East Etopean
Countries (CEE)pamely Poland, Czech Republic, Hungary, Romania, Bulgaria, Slovenia,
Slovakia, Croatia, andSerbia. Materials and methods: A Scoping literature review was
done bythe authors for the published journal articlesii@copué databaseto date. The
search criteria vere set for academic articles written in the English languaglke full text
availabe. The resulting articles were further skimmed to include tmbgearticles from

such journals which wereindexed in theiScimago ranking system.Extracted articles

were analyzed quantitativelyusing Excel 365, SPS%nd R sidio software Results:94
full-text academic articles were finally extractddr the analysis47% of HTA related
literature was published in Q1 jonals, 38% in Q2 jotnals, 11% in Q3 journals, ankss

than 1% in Q4 journals. 67% of the papers were published in the past 4 years2@04)6
Ailnternational Journal of Technol ogy Assessment
Regional | ssuPes$ 0 c g o dapihrbe jadrnhliewith the higst number

of publications in the field. Leading articlesountries and authorsin the field were
identified based othe number of papers generated aaitation scoresConclusion: The
scoping review metidology seemdgo be an excellent tool to invegtite emergingtopics

such as HTA. Td h e a WkmhoWwledges Bo previous researchers have recorded the
entirety of scholarly conversation in this field. Regional research progression in the field
hasstartedto gain attraction in the past 4 years indicatday the number of publications.
Further directions were suggested to help field researchers in building their research
framework.

Keywords:HTA, Health Technologissessment, CEE, Bibliometric
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1 Researd Background

I n t hethelcorGdpdaf Health Techmgy Assessment (HTA) was first
formulated in theUnited States, and the first systematic report published was in
1976 by the UWs. Office of Technology Assessment (OTA)]. The WHO
basically defies HTA as an evaluation of H#m technologies, where direct
indirectas well as intended and unintended effectseofain helth technology are
addresed, quantified, and compared. The aim of HTA is mainly to keep health
decisbn-makes welkinformed regarding the value/cosffectiveness of health
technologiesin order to select the best therapeutic intervention for public
reimbursement?]. Since then, HTA has become an important tool in decision
making for healthcare prafssionals worldwide, given the recent complexity of
evolvingnew therapies and the crucreded to assigamonetary value, especially
for expensive intemntions. This interest followed amdsgrown considerably in
North and Laih America, Europe, Austii, and Asia followingthe path oimore
developed countrigd].

The European Union (EWlayed an important role in develogitiTA systems,

not only in the EU member states but also in some devejaumiunties outside

the BJ zonel[3]. For instance, The European Commission (EC) has funded the
EUR-ASSESS projectotexplore possibilities to immpve tre coordination of HTA

in Europe fi]. This project was followed by theHTA-EUROPE projectq]. The
HTA-EUROPE project was not aimed for further improvement of the
coordination, but rather to cargut some systematic r@mmendations, such as
the devéopment of country gidelineson HTA in the EUMember States[6].
Later, the project EUnetHTA was funded by the EC with the aim of continuing the
development of HTA activiés and methodologies to fit EU member states'
interests[7].

ThesethreeEC projets have added a huge improvement for HTA coordination
efforts, making HTA more effective and accessible across Europeresent,
natioral and regional public programs for HTA can be noticed in most EU
member stateto provide guidance andatilitate infamation exchange between
member states. Currently, most higicome EU member have already
established separate HTA entities publishaggessmentgublicly on a regular
basis. Inthe Central and Eastern EuropeanE) region the attentiontowards
HTA broke through noticeably in the past yi€ars.

In this work, the academic literature on the HTA topic has been assessed for the
selected 9 CEE countries nameBoland, Czech Republic, Hungary, Romania,
Bulgaria, Sloena, Slovakia, Croatia,and Serbia. Ascoping literature review of

the published articles in the field is presented. This will provide a deeper
understanding of HTA research trends in the region [8]. Furthermore, statistical
analysis will be employed tadentify bibliometric corelations, meas, and
keyword ceoccurrences. Additionally, this work will help researchers to develop
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a conceptual framework for the HTA field and allow them to explore the current
research directions in the region.

2 Methods

To acheve tre objectives of tiis study, a cmbination of systematic, objective

and quantitative literature review methods along with content analysis tools were
applied. The starting point was a systematic search for the related literature in the
selecteddatalase. Sopus database wahosen becaesofthe ease of discovery of
peerreviewed research, the proper development, and the vast range of medical
research work.

The extraction of the articles was based on specific searching criteria to ensure the
relevarce of the selected artigs. The folloving keywords and boolean search
criteria were used: TITLABS-KEY ( "HTA" OR "Health Technology
Assessment” AND "Poland" OR "Czech" OR "Hungary" OR "Romania" OR
"Bulgaria" OR "Slovenia" OR "Slovakia" ORSérba" OR "Croatia") AND
(LIMIT -TO ( DOCTYPE , "ar") ) AND ( LIMIT-TO ( LANGUAGE , "English"

) ). The search was done on the 1st of October 2019 for all previously published
literature. The search was limited to the journal articles published gtisBn
languag whose full text wa available. 8 journal articles were identified and
drawn from Scopus database into a tabular form
results were downloaded in Comma Separated format (CSV). Next, Microsoft
Excel 365 was el torank eah article with its correspondingSJR rank, taking

into consideration the publishing year and the journal rank during that specific
year. Later, both SPSS statistical analysis software and R studio were used for
statistical analysis. The datd®e vasimportedinto the statistal softwarein CSV

format to conduct Pearson, ANOVA, and-gocurrence analysis. Only journal
articles that were published in SJR ranked journals were included in the analysis.

Bibliometric variables included in the agals were - the title of the artcle
corresponihg journal name, SJR rank, year of publication, author names, country
affiliation, number of citationsand index keywords. Figure 1 shows an overview
of the work done in this study.
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3 Reaults

The following sections show the biblicetric and statistical analysis results. Using
these methodkelped in better quantifying the association level and relationship
between the different bibliometric variables [9].

All the articles extracted in thé work were phlished in SJR ranked journals
Thus, no articles were excluded, and the final number of articles used in this
analysis was 94. Table 1 shows a general overview of the extracted articles. The
94 extracted articlesere writtenby 369 authorbetween 1995rad 2019, with an
average of R3 authors per document. The average citations per document were
14.36, while the average citations per year per document were 2.29. It is worth
noting that only 6 articles were singgethoredpapers.

Table 4. Overall characteristics of the included studies.

Description Results
Timespan 1995- 2019
Average citatios per documents 14.36
Average dations per year per doc 2.297
Authors 369
Authors of singe-authored documents 5
Authorsof multi-autlored documents 364
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Description

Results

Singleauthored documents
Documents per Author
Authors per Documen
Co-Authors er Documents

6
0.255
3.93
5.11

3.1 Bibliometric analysis

3.1.1 Output measures

The yearly number of published atés in the field of HTA in the targeted
counties was calculated and further analysis was also done to weigh published
articles in each Scimago ranking category (Q1, Q2, Q3, and Q4). Figure 2 shows
the total number of articles published each year, categbras per ther
correspondindsJR for that gecific year. It can be noticed that most publications
discussing the HTA topic were published in the recent 10 years. This demonstrates
the recent increasl attention towards the HTA topic in the CEE regionother
notable hing here is thamore than tw-thirds of the articles (87%) were
published in highly ranked journals (Q1 and Q2), this indicated that it is a hot
topic as the most prestigious journafe interested in publishing articles related to
the HTA topic. Thisis also confirmd in figure 3where it can be seen that most
articles in the field were published in the highestked journals. Almost half
(47%) of the total number of publicatiomgere published in Q1 ranked journals,
40% in Q2, and ogl 13% wee publshed in Q3 or Q&RJs.

30

25

20

15

10

19

Figure 6. HTA publications per yearcolour coded as per SJR.



Figure 7. HTA publication share by SJR rank.

3.1.2 Top journals

Journals active in the field were also identified and aealy The top 5 journals

active in thefield identified as per the numipeof publicatons shown in their

corresponding SJR rank colare in the bar chart in figure 4. The extracted

articles were published in 41 journals in total. AlImost 30% of the journals active

in the field published one &te orly, while 70% published tw or more artiles.

This can shed 1|ight on the journal's specialt)
Journal of Technol ogy Assessment in Health Car
publications (i.e. 17 publications), while tfmurnas fu¥ m Health Regiora

| ssuedsitdeahtth Policyd have 13 and 11 publicati
50% of the regionds articles were published in
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Figure 8. Top journals publishing in the field of HTA in CEE region (~50% of total articles).

3.1.3 Top cited articles

One of the most used factors totamine the imporance and populdy of a
specfic publication is the number of citations. Thus, the most cited articles in the

field were flagged and Ilisted in table 2. iPr
assessmentA systematic review of currentrgeticd approache 6 publ i shed i n
ilnterdaurobabl of Technol ogy Assessment in Heal

the most cited article since it was published in 2007 with 79 citations to date. This

articleds fpowlpludvaed tlyy wiald eesrhentin Pdlandghe n ol ogy ass
Czech Repuiz, HungaryRomani a and Bulgariao and AEAES rec
on the methodology of i nnovation management ir
with 43 and 35 citations, respectively.

Moreover, it can also be observed that masft the top-cited aticles were

pubished in Q1 3R ranked journals. Only one of thetapg t i cl es i . e. fiCapacit
building for HTA implementation in middiemcome countries: The case of

Hu n g a r yadthawimepublishedin a Q3 ranked journal (i.e. Value Hedth

Regiona Issues journdl It is worth mentioning that this journal is a subdivision

of AValue in Healtho which concentrates on hea
the US. The journal itself is of high qualiyd it is only a matter of time dhthe

journal will rise to the rak of Q1 as cuently, it has already moved to be a Q2

article.

Besides the togited articles, theveragenumber of citations per year was also
calculated to show the yeangte of citations in the HTA field. Figure 5hews
tha articlespublished in 203 are the mdscited articles compared to other years



while no citations were made for awy the articles publishedafterthe year2016
yet

Citations per country were also armdd to give an indication of the leading
countries inthis field. Figure 6 Bows the top auntries rankedby the total number

of citations and eerage citations per article. It is obvious that the United Kingdom

is the most cited country, even though the UK is out of the geographical scope of
this study. Futhermoe, the UKhas casiderably mag citations tharthe Czech
Republic. This indicates thedti quality of HTA research in the UK which is
highly appreciated and utiktd by the scientific society in the CEE.

Average citations per year

8.00

7.00
6.00
5.00
4.00
3.00
2.00
1.00

199519961997 1998 1999 200020012002 2003 2004 20052006 2007 2008 20092010 20112012 20132014 2015 20162017 20182019
Year
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Figure 9. Average citationsper year.

Table5. Mostcited articles in the field with their corresponding journal titles publication and publigbarg

Top Cited Articles

Number of

Article Title Journal Title Year Published o
citations

Health technology assessment in Poland, the European Journal of Health

Czech Republic, Hungary, Romania and Bulgi Economics 2014 43
Priority setting for health technology

assessments: A systematic review of current International Journal of Technolog

practical approaches Assessment in Health Care 2007 79

Issues for countries considering introducing tt International Journal of Technolog

"fourth hurdle": The case of Hungary Assessment in Health Care 2004 33
EAES recommendations on methodology of

innovation management in endoscopic surger Surgical Endoscopy 2010 35
Capacity building for HTA implementation in

middle-income countries: The case of hungan Value in Health Regional Issues 2013 34
Multi-criteria decision analysis for supporting

the selection of medical devices under European Journal of Operational

uncertainty Research 2015 29
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Figure 10. Top cited countries, their correspondng number of citations, andaverage citations
per article.

3.1.4 Affiliati on & Auth ors analysis

The affiliation country &mef astpbrahe ttat i cl eds aut h
number of publications. This gives an indication on WHBZEE county was more

active in publishing in the HTA fiéd. Figure 7 shows the affiliation country

analysis result. Poland came on top as the most active country in HTA with 84

publications, whichmakes over 17% of the total HTA published articles in the

region. Sme countries outde the target regional populan such as the UK,

Netherlands, Germany, USA, Canada, and Spain were also active publishers for

the region. Hungary was among the top,doytributing nearly 13% of the total

publications. Figure7 also cornifms that HTA resarch in the targeted CEE

courtries received help from authors in the field from outside the EU, mostly from

the USA and Canada. Figure 8 on the other hand, shows th& wphors'
productivity and ci tadi dirao DVe® mweyreea rt. h efi Knad sot Z 0
productive and highest citeduthors in the past two years in the field of HTA

within the CEE region.
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Figure 11. Affiliation country of authors in the field by document count.
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Figure12. Top 5 Authors bsel on the number of pulsiaions over the time horizon.
Statistcal analysis

To explore and discover further underlying patterns and trends in the bibliometric
data collected, statistical analysis was employed. Spedbjficdtearson s
correlation ad ANOVA were used to compare mresand identify correlations.
The results of the anadis can be found in tables 3 and 4. ANOVA results indicate
that there is a significant difference in the number of citation means for SHR. Thi
proves tlat papers publied inhigherranked journals arenore likely to get a
higher number of citations. Celation results on the other hand, indicate a clear
significant correlation between the publication year and the number of citations
which is expected, & the older thearticle, the more time it had tget more
citations and the higher the snowball reach.

Table3. ANOVA analysis between SJR raakd number of citations

ANOVA: SJR vs Number of Citations
Std. 95%Co?:)ird<:/|nec:nlnterval

SJR Rank N Mean | pDeviation
Lower Upper
Bound Bound
Q1 44 12.89 14.735 8.41 17.37
Q2 36 10.08 43.134 -4.51 24.68
Q3 10 9.30 10.822 1.56 17.04
Q4 4 7.50 5.916 -1.91 16.91
Total 94 11.20 28.563 5.35 17.05
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Table4. P e acorselatiorés etweethe number of citations, SIR kaand publicatioryear.

Pearson@ Correlation
Number of Publication
o SJR Rank
citations year
Pearson 1.00 0.06 233"
Number of citations Correlation ' ' '
Sig. (2-tailed) 0.59 0.02
Pearson
) -0.06 1.00 0.00
SJR Rank Correlation
Sig. (2-tailed) 0.59 0.97
pearson 233" 0.00 1.00
Publication year Correlation ' ' '

Sig. (2-tailed) 0.02 0.97

N 94.00 94.00 94.00

3.1.5 Keywords Co-Occurrences

Further analysis of keywords ugira keywordco-occurrence misix was done to

identify keyword connections if anyrigure 9 shows the resultingeywords ce

occurrence matribuilt by R studio Using the words coccurrences, the relation

between keywords can be mapped tdldow conceptulastructure of micro

reseach trends within HTA.The results clearly show that thmost frequent

keywords havehe strongest relation with each oth&toreover, leywords such as

fitechnol ogy assessment o, fibi ome care a l technol og
pol i cya only ramongsthe most frequent dywords but also have the

strongestrelations with each othegone other less frequent keywords were found

to have a strong relationship with the keyword
well. This shavs theconcomitam relation betwen HTA and researclopics like

fideci si on ek itrhg oc aa red sfylated douh dess. freqGeatme 1 e

research topics were also identified like practice guidelines, organization and

management, and health care costs.
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Figure 13. Keywords co-occurence matrix



Conclusions

The resllts of this work support theremise that HTA in the CEE countries has
been progressing notably in the last 10 years. Leading articles and journals were
identified to aid fuure reseechers in the Bld in establishing #ir research
framework and futureHTA research agenda. &istical analysis showed a clear
difference in the citation count means between the SJR ranks and a correlation
although identified as significant, & was of a low correlatbon value. The most
adive authors, togrited articlesandmost active countries weeds identified to
pinpoint HTA research regional hotspdi®. United Kingdom Germany andthe
CzechRepublic respectively. Moreover the elation mérices between keywosd

were also idetified showing the high connectiyi of HTA to decision makingri

health systems.
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How We Play?
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Abstract: Gamblingand its restrictions were a very importantegtion in ou past and sti

is nowadays. Betting and playing for winning has its ups and downs and there is no doubt it
can cause seral types of addictiondn the past few months | explored the past of
Gambing and researched that todays' Hungary howanmects itslf to this tye of
entertainment. | wanted to answer the questions, what Hungarians play and how they are

playing.

Intro duction

Gambling is a source of entertainment throughout the human histgey. iefore
the birth of Christ in the ancieMlesopdamia, archaeologistfound dices and
other types of tools that indicated the presence of the games of chance.

My goal was to tscover the in depth history of gambling, understand the types of

games thapeople played in the past, and the motivatibtheresidents to playni

df ferent countries. I read todayds gaming | aws,
get experience,soddan compare the history with the moder
habits. In orderto get information, | created a survey witlasg to answer

questions, Wich focused on gambling habits, lottery, and online gaming.

This short extract is fully based on my reeear on gambl i ng; AiHow we pl a
which entirety is readable and available inngarian.

1 Gambling history

Gaming for money ws a habit of the rich araswell the poor. Gambling was
popular in the UK and the USA as well. The rich often visited horse anadhou
races where bettg required experience and knowledge. Without up to date
information the bettors most of the time couldt guess the winning heesor
hounds. That is why these types of events were popular within the rich. They did



not play for moneymore likely for enértainment and success, so they can prove
their knowledgeand skill.

On the other hand, the poor, wory class often played faraning money, and

for the slightest chance to break out of poverty. The games they played were
winnable mly by chance. Thessvere games like lottery, color and number
picking gamesSeveral states forbid gambling and the povéedd to play on the
stredés a in secret pubs. Crime syndicates usually controlled the situation paying
the police and political mebers so they can ctinue their gaming empire. They
offered loans with highniterest rates. This led to addictions and hagjets, which
made the reavely from the games very difficult for many people. The syndicates
made sure to threaten the families b tplayers and colk¢ their money.
(American Gaming Association, 2016) (Mikéuggins, 2013) (Munting, Roger,
1993)

In Hungary gambling got huge attdon as well, Queen Maria Theresa tried to

regul ate the common peopl e éthetirheebbcause of gaming bt
they always renamed the games or changed minor rules &r ¢wdcontinue

playing without insulting thelw. Count S zwlit ravelling abrbad t v § n

mostly in Britain, discovered the greatness of horse racing and the socialesctivit

of casinos. Hetarted to buy and bring horses to Hungary, which leathedirst

horse race in 1827 on sixth of Ju@n the first race, mostlforeign horses and

riders participated but with time, Hungarian racers appeared as well. The famous

horseKincsem was born ira Hungarian herd too. By this time, Hungary was

famousbhyi t s horses all ovea, E2a00de. (D Kul EsB®r KDé 5%
20@)

2 Research on Hungarian gambling habits

I'n order to get i nformati omashorosdraey,6 s gambl i ng
which contained questions about preferred gambling typesjngahabits, and
online gaming.

| had four hypthesis, which are the folving. Before the research, | thought

young adults will follow the older generation in gaming habits afdplay as

muchlottery as they do. Thanks to the advertising campaign®ffSe nc s ej 8§t ®k Zr t .
people are thinking of Gambb as a form of entertaimentnowadays not as a

harmful and dangerous type of activity. | assumed people often playing lottery

would play numbers tat are emotionally connected to them instead of random

numbes. Finally, but not least | had a feeling tleaen though online gamhblj is

safer and easier very few people are using this option in their everyday life.
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2.1 Survey details

The suvey contaied easy to answer questions and took about five minutes to

complee. | got 340 answers by the time my reseanctied. By the answers, |

could create groups of similarities. | analyzed the answers by age and sex. About

half of the answers werewgin by youly university students under the age of 30

and the other half by pple with the age over 50. | assumed the 3#W\er that |

gotarecorretlyr epr esenting our countryb6s and its resid

The replies could be divided by age, séixing place and education. | used
statistical methods like the coefficient f colligation and Cramerds r 1
helpedme to discover the stretig of connection between the data about the
responder and the exact question. | calculated the connedtisexoand he
regularity of playing lottery. The result of the calculatiomwskd that the gender

does not indicates the méng habits reliably. Thexad¢ number is 0,2124 which
shows a pretty weak connection between the two aspect. The association of the
living areaand gaming habits was untrustworthy as well. People are playstg j

as much in the suburbs and villages athacapital. The result wad127, which
indicates even weaker connection. The detailed calculation is included in the
original dissetation.

I mainly focused on the connection between replies and the age fgjponders.

| assumed the difference betweggnerations would show teresting data. |
separated the people who replied into two groups. People under the age of 30,
most likely universty students, and the responders over the age of 50. | used
associattn on the age and gaming habits as well. Aaxpected, the results
showed that the connection between playing lottery and the age of the responder
are much stronger than the asisehatl analyzed earlier.

2.2 Results

The first hypothesis, which assumed thating adults play as much as the older

generéion failed. By the answsr | found out that university students mostly

under the age of 30, are very well informed about gamblimd) i winning

chances. Because of this, they are very pessimist about glaiire received

answers showed that this geaon rarely or never playard when they do, they

are most |l i kely betting or wusing Atippmixo. Or
that mog of the older generation are still buying lottery tickets at least rhonth

Because of these facts | did not accepyfinst hypothesis.

The seond hypothesis was about the motivation about playing. Is it for
entertainment purposes only? Most of #rmewers said they only see gambling as
a form of entertainment and not asefiable income source. Of course, the chance
is always there to win buihey cannot depend on it at all. Based on the answers |
accepted the second hypothesis.



With my third hypohesis, | thought that people who are often playing lottery
would play numberthat are emotionally connected to them. Téglies that | got
showed hatabout 50% of women tend to play emotionally important numbers but
only the 27% of male repliers do thds well. This meant that half of the woman,
and most of the male respondene playing random numbers when they are
buying a ticket. These percegeswere too low to accept the hypothesis.

My last hypothesis was connected to online gambling. As | eggeubst of the
responders knew about the possibility that they can gambleeasrhd buy lottery
tickets on tteGke ZIzte r ewecigdsenit®egaming is easiert h o
more comfortable and safer even most of the younger responders said titht they
not use this feature. About 10% of the young and the older repliershsaithey

often buy lottery tickets online.

2.3 Online gambling laws in Hungay

Hungarian laws are forcing gambling websites to show the time spent on the page
and the lost amourtdf money, as well as players can use -$igifting features

such as banning therlses for a limited time from the game, saitithe amount,
which they @an pload, or the amount they can lose in a period of time. | think
these laws are making online gainfl safer because players can see all the time
the amount they lost, and | thinki$ information can prevent many from further
playing. (XXXIV. Rules ofgambing in Hungary of 1991)

3 Suggestion

My suggestion is that t htoriregamieinlgdes ej 8t ®k Zr t .
their already playing customers because it is comfortableafied considering the
reasons above.

It is uncerstandable that many casrplay online because of the circumstances,
and because of the fact that gaming is preceded bygregstration sequence,
which can be discouraging. The registration requiresflpecsonal data as well as
a card number, sa is understandable thaitlof people do not want to share this
information online. The Hungarian residents are still vamfaithful with online
data sharing and transactions. That is the reason | am suaggestioptional
registration opportunity in thelassical lottery storess well. People could register
easily without giving important information and receive a card, Wwhiould
contain their personal gaming habits such as lost amount, diary of thettsinl
other useful data. The gambler coulbw the card to the asssitwho would be
able to share this information. With this solution gamers could see how much they
are loshg or winning in the stores as well.
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Conclusion

In conclusion, | found out #t gambling was very popular since the eaggsaof
human history. Beittg for money was a popular entertainment source for the poor
and as well the rich. Aristocratnd the uper class mostly played in order to
prove their knowledge and betting skilBn the other hand, in the slums and the
ghettes the poverty played foraening small cash and for the chance to break out
from their everyday life.

| was wrong aboutny theory tlat the younger generation is still into gambling as
the older one, and theyeafollowing their gambling habits. From thepties, | got

the informaton that young adults are aware of the negative side effects of
gambling and their winning chaas. They naely or never play anything, even
when they do, they are most likely bettioig sport events.

The survey showed that in Hgary very few people aseiing the opportunity to
gamble and buy lottery tickets online even though they know abdst th
possibilty. Researching the gambling laws of Hungary | found out that these kind
of gtes are forced to show players crucial infatian, like the amount ahoney

they lost. Because of this and other useful features I think online gambling should
be pomoted to akady, existing players or an optional registration system could
be implemergd to lottery stores so players would be ableeach this kind of
informaton there as well. | believe the sheer fact that gamblers could see how
much they are losm would stp many from playing.

My research will continue in the Online gambling temjtand my final goal is to
raise awareness alnats threats for mothersith young children.
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Unethical Behavior and Business Culture: A
Casefor Business Ethican Hungary

Tamas Sneider

sneidertamag®sze.hu

Abstract: This is an opinion paper based anliterature review in the field of business
ethics Internationally, lusiress ethicshas been a maturingistipline since the I®'s,
while in Hungary, with a few prominent eptiens, it has been a largely neglected subject
in the business and managemaeliscourse. It is argued that these domaimsrot be
valuefree,andissusrelated to Hungarian businessilture could be addressed by placing
a greateremphasi®n ethical imfications in research and education on these fields.

Keywords:business eth& business culture, social traps, crony calgm, enactment of
moral charge

Introduction

Business etltis as a concept was an oxymoron a few decade§7adguit in the

last two to three decades there has been a growing interest in the academic
literatureabout concerns of ethicality in business. Tamye corporate scandals,
sud as those of Enron, WorldCondolkswagen and many others have sewftyi
attracted interest from resehersglobally, as they are very often referenced in
high quality journal artles and books in the now established fiefdbasiness
ethics[9].

In mainstream economischools, bisness is often thought of as vailfree [26];
this is pehaps best illustited by the sealled Friedmann doctrine: the business of
business is busine§12]. However, prominent scholars have argleat business
at the vey least needs to have ethical saferations, but it should rathée
fundamentally based on ethical pripleis[34]. Having studied in business schools
in my graduate and undergradeiatudies, | have witnessed htlne mainstream
approachprovides the fondaton of business educatioim Hungary and how
peoplewith such education beconfandamentallyresistantto propositions that
question this foundatioriThis can be a problem thougéspecially in a society
where the institutios of the market economgre nd well establishedand the
purely selfinterested behavior of the supposedly rational ecoanaygientscan
lead to socially undesirable outconfesall.



In this essay, | @ue thatthere are some seriopsoblems that can beonsidered
as cultural pkenorena in Hungdan businesdife and increasingactivity in
business ethics education candree way to &rt addressing these issuédirst
give an oveview about business ethi@s an international context, therturn to
the concept of culture in Isiness, focusing on a probleoertered approach in
trying to decipheiHungarian business culture, and tHepresent my arguments
for placing more emphasis on business etimidsusness schools

1 Business Ethics

In this section Hiscuss whabusines®thicsis, using theconceptual franework of

De Georgd7]. De Georgeadentifiesthree separate strands of hthis term can be
understood.The first is a generaliethicsin-busines, which means thinking
about moral issues relateéd business. This is sonmitg that has existedvay
before business or even economics became accepted disciplines, and its two
somewlat separate branches are grounded ifopbfhy andreligion. The second
strand isbusiness ethics as an academic disa#pland the novelty in thistrand

that started to developn t he 19706s was thatsinit aimed to s
business in a syematic way. The first branch of thistiee normativeapproach,
based o usng philosophical frameworks to understand attiress the ethical
issues, while the second branch isstgiptive, based on social scientific approach.
The third strand can be uaidtood as the incorporation of ethics to business, and
it refers to reglation of issues with high moral conteithis cantake the form of
governmat regulation codes of conductethical boards, ethics officersthical
training programs but we can ats list the institutionalized corporate social
responsibility(CSR of corpordions as part of this strand@his classificabn of
business ethics iu strated on Figure 1.

business ethics

academic incorporation of

[pthics-in-business discipline ethics to businesy

groundedin normative | | codified
religion approach corporate ethics
groundedin descriptive | |
philosophy approach corporate CSR
L] rules &
regulations
Figure 1

The classification of business ethics, based on De George ([2006)
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In this essay, usethe concept obusiness ethics to refemostly to the secod
strand described by De Georfig, althoughl believe that these stidsare also
highly intertwined,and thereare overlap®etween themBusiness ethics thus can
be defined aan enterpris¢hat dealssystematicallywith moralissues irbusiness
and is different from mainstream business and eatinoschoolsin its basic
axioms. Within this enterprise #re are two generallglistinct approaches, a
normativécritical and a sociascientificescriptiveapproach 10]. The former is
usually more theoretitabeing close taapplied ethics in philosophwhile the
latter isempilical with strongties tocognitive and behaviorghsychology In this
sense business ethics does not hawestablishegharadigm, as defined by Kuhn
[21] and its two distinct approaeb can be nderstood as research progsaas
defined by Lakato§22].

The Business Ethics entry in theghford Encyclopedia of Philoshp provides a
good overview of the normativapproach to business ethj@8]. This branch of
business ethicdeals withthe moral agency of corporatiortee ends ath means of
corporate goverane, the relationship betweditms and their astomers, firms
and their employeesand firmsand their avironment Also, there are ifferent
philosophical frameworksthat are appkd to assess these issuesjch as
Aristotelian virtue ethics, Kantianebnblogy, Rawlsian view of jugite as fairness
and also utilitariafnsm that is interpreted in a much breadsense #n in the
mainstream business discourse.

An earlier reviewby T r e vet &l [@9] anda more ecentone by Tenbrunsel &
Chugh[28] summarizethe mostimportant themesn the deriptive branch of
business ethics that &soreferred toasbehavioral thics Onesubject here ithe
self, and pecifically how individuals view tbmselves in relation to ethics and
morality. Key concepts in this line foresearch include sethreats, moral
disengagement, depletion and the slippery slope of unethical behAwiather
topic is the intentional and urentional nature of unethical babior, that is built
on the duatprocess modebf human cognition. Theuwgston hereis not whether
unintentional ethical behavior base automaticityexists, but how this caneb
mitigated.Ethicaland unethical behavio i s al so i nf laonmemtced by oneds
be it social relationships, organizats, or economic factors.

Has the proliferation of busires ethics, as a scholarly discipline contributed to
making business globgllmore ethical?Brenkert [5] argues that this is not
necessarily the case, and ttia everpresent ethial problems of business remind
us, that the impact dbusiness thics researcton practice has been limitetle
points out that here isa large gap between norms forthdy the academic
business ethic community anlde majority ofpractitiones doing busiess.lt is
especially difficult toachieve resulten a globakcale sincethere are no globally
accepted ma@l standards of conductingusness. However, corporatiorthat
dominatethe world of business, can have a negative imgraough popagting
fiunethic®d [35], butthey can also hava positive impact byissenmnating positive
norms and valueas describethy Witzel [33]. Witzel argueghat following high



ethical standardss ultimately beneficial for firmsand encourageteaders to
embedethics as aundamental basioftheir organizations.

2 Hungarian Business Culture

Therole of culturein businesss a research topis also relatively youngwith the

most cited scholarsf the domain havingvritten theirgroundworks n t he 198060 s

and 1 S$tadesabout culture can be divided into two largategories, the
first looking at the micro level, with @ganizational or corporate cultuees their
main subject(e.g.[8], [29]), and the second focusing ¢he impact of national
cultureon businesse.g.[17], [30]). One wa of understandindpusiness culture in
Hungary is using thameworks othelattergroup, and turn to this first.

The Hofstede mode]7] descrikes6 dimensionghat best desibefit he c ol
programming of the mind thalistinguishes the membergane groupor category
of peopl e f[27,0pn 5. oTheéh dimessibns are power distance;
individualism \ersus collectiism; masculinity versusfemininity; uncertainty
avoidarce; longterm versus shoterm orientation and indulgence versus
restraint If we look at the datéhat is available about Hungarian culture based on
this model[18], we find thatscores ofndividualism, masculinity and uectanty
avoidance are realllgigh, while power distance and lorigrm orienation scores
areaverage andhe indulgence score is rather lowo put this into perspective,
other Easten EuropeanEU membercountries that went thrgh the transition
from a gdanred economy to a market ec@ my i n  tQzeehia,1SboGakiad) s
Poland, Romania, Bulgaria Slovenia, @oatia) score similarly in several
dimensiors, but they usually have substatially lower score in themasculinity
and indvidualism dimensionsHowever, thesefindings have beenchallenged
from a methodological perspective, and ottmrture surveys havdound
remarkably different results in some dimensiftig.

Trompenaard30] has a similar approach, but uses differemheatisions in his
culture malel universalism versus paetilarism; individualism versus
communitarianism; neutral versus emotionakdfic versus diffuse; achievement
versus ascription; sequential time versyachronous time; and internal direction
versis external diretion. Here Hungary is rather universadt, neutral, specific
andachievement orientedbut again these results aisplited by other researchers
[11].

This descriptiveinformation can be usefuf we want to compare certain
countries, orfiwant to prepare partiaular businessneasure in a ctin location
and we want to make sure that they are not completely claglitingome general
cultural trait in that locatiorf-or example, if the HR deartmentof a multinational
company wants tintroduce 8860-degreefeedbacksystem, it has to do thaery
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differently in a country with high power distancempared to a countryith a
low score in this measure. For my purpogeshis essay, howevewe need a
different approactof looking at cultwe. Definitions of cultureoften contain an
element thatoncentrates on how a communityhgther it is a corporation or a
nation) sdves its probéms(e.g.[25], [30]). Based on thijsl will continue with
focusing on problems thdusiness in Hungary ising.

Hankiss[13] discissesin detail the problem ofocial traps, and howhey are
present inthe Hungariansocial, political andusiness commuriés. His level of
analysis is societal, but | believe tlitatesonates well with how businesses operate
in Hungary and has importiimplications on this levehs well.Socid trapsare
self-perpetuatingnechanismghat are out of the aatrol of the community they
are the consequencesf the pursuit of narrowly defined self-interest by the
members ofthe canmunity and theyresult in loss of welfare for the whole
community The tragedy of the commori&4] is a perfectillustration of sucha
trap, whereit is the rationalnarrowly defined selfnterest of each herdmanto
keepadding more animatto their herdwhile it is slowly but stely leading tothe
degradatia of the commonsthus resultig in the loss of welfare for each
individual.

According to Hankisd13] Hungary in the present is full of social traps that
prohibit welfare and growth for manistorical heritageof Hungary isoneof the
starting points, sithere have been many decisiphshaiors, trendsandtraditions
that led 6 the constantilagging development compared\Western Europelhen
there & the lack of a clear mission or at least s@ of positioning on werewe
want to be in the futer. This has ledo a general view in society, and in business
that we are pking a zeresum gamelf one wins, the other has to loged aswe
have seembove, if the game is played this way, até¢he everyone will be woes
off. One of the worst manifgations of this is rampant corruption

Corruption, if narrowly definedrefers tothe misuse of public office, bittcan be

understood in avider senses the misuse of any entrusted authority dbieve

private gain.In this nse, therresponsible beavior of business manag#rat

leads to the bankruptayf a private firmcanalso be corruptionAs Hankiss[13]

describesthe greatest danger in coption is that it leads to the formation of

fi n @51 v8hén people believeha corruption is the nornand this is how the

world i especially the world of businessvorks This gemral belief weakens the

fiimmune systemd of sadnakes ethjcal bebasiortooky s i ntegri ty
napgve, opevanstipide s s

Another importart dimension that describedungarian business culture is its
relation to the statelt is common knowldge, that Hungary had a socialist
economy beforeand transformed to a capiliat system in 1990Kornai[19] posed

the questiorl? yeardater, if thererealy was a transformationnd based on data,

his answer is a clear yes, bu¢ also points out that thisansformatiornwas very

rapid on a historicalesa | e , and t haglaptioh to the neyw eapitaliste 6 s



system wasand still is encounteringdifficulties. In a more recent bdo[20],

Kornai discusses the changes in the economic and political envirbrthen

happened since 201@nd heconcludes that Hungalys e c o n otaligtic, i s capi
but the political system is what hefees to as an autocracyn bich a state, the

relationslip between economic actors and the political leadership is different from

wha can be observed in liberal democracies, such as the United States or most
Western European countriddhere is a largeridision between companid¢batare

favored by thegovermment and those that are not, whiareates an unlevel

playing field and insfres behavics that are different fronthe predictions of
economicand sociatheories that were developed based on westrieties

The narrativesabaut business in Hungargre also relevantSzerb and Kocsis
Kisantal [27] provide empirical evidence that entrepreneurs, who in a
Schumpetéan sense are thmain driversof the development in a capitalist
system are usually depicted very negatively in Hungar public discourseAs
they de<cribe, risk-taking, innovaiveness andelf-provisionwere not considered
valuesin the socialist systa for generationsand those who were socialized
without these values were daenly operating in a system, where these ealu
shouldhave beerthe keys for successAlso, the lack of experience from the part
of the regulatorgnade it possible for many indduals toacquirewealth in a way
that would certainlyhave been illegal with a properly functioningegulatory
system.This has led to the formatioof the stereotypes about espreneurs and
businespeople, that create wcious cycleby deceasing trusin these people
which leads to increasing bureaucracy, which in turn léadsefficienteconomic
mechanisms, which mightes entrepreneurs andubinress managers to find
loopholes in the system, which in turn strengthens riaerative about them as
shifty, immoral indivduals thatlo not respect the law.

3 A Case for Business Hiics in Hungary

The previous sections makeciear thatthe question foHungary is not if there
should be more emphasis on business ethics but onthigwwould and should be
adhieved.If Hungary is ever to catch up with tkecietal achievements of West
Europe, the business culture needs torbasformed dramatically,na business
ethicscan leadhe wayin this.

Let us look at the current situation lmisiness ethics as academidisciplinein
Hungary.We can say thatvith a few prominent excejoins, business ethicdoes
not have an activeconsiderablerepresentatio in Hungary today On the
undergraduatdBA/BSc) and graduate (MA/M3devel, businss ethics courses
areusuallyeither missing fromor are onlyoptionalparts ofcurriculain the krge
business schoolse(g. Corvinus University of Budapest, Budapest Bmness
Schoo) Budapest Uniersity of Technology and Economjddniversity ofP ®) s
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Courses related sustaibility andCSRdo occur somewhat more frequently, but
they are also not iegral part of the programs that are supposettain future
business ma@ages. Regarding academicuplications in Hingarianlanguage that
relate to business ethjcave can find asimilar scarcity.After a search in the
database athe Hungarianeconomic/lisinesgournals that are rated A or B by the
Economics Sectionf the Hingaian Academy of Sciencet has been fond that

it is almost exclusively the Budapest Management Rewieat has published
business ethics related articles in the last de¢adg[2], [6]). Again, if CSRis
considered as pkof business ethicshen the list of publicationss a bit broader,
but still far from being in the mainstream.

As mentioned in ta previous paragraph, there are sonmable exceptions
though.The BusinessEthics Center of Corvinus University of Budagded by
prof es s ordnalLsendaged inhigh quality, internationally relevant
research formore than 25 yearsTheir achévemens include acting as an
organizer or cerganizer of 17 interrational ©nferences, 250 scientific
publications 144 ®nference and workshop pengtions, andseveralcourses
developed anthughtat Hungarian and other European universifig§. Another
noteworthy development i$é activity of the Pallas Athene Books pubtigg
company, that translatagp-to-date econmic and business books tdungarian
language, andh less then two years they published two books thatimeetly
aboutbusiness diic [4, 33].

Initiating more academic activityp business ethicis far fran being thesolution

to the issue ofvidespred unethical behavior ibusiness, as it is pointed ougy
Brenkert[5]. There needs to be &ap for the enactment of aral change thatfits
into the economic,social and political environmenBut this plan has to be
constricted somewhere, and it is argued here, thatstarting point could, and
pethaps should béhe academic commupyit As Hankiss[13] points out,in the
years since 1990there hasbeena confuson in terms of what political and
economic system model Hungary shoutdldw and consequentlyhat social
valuesin businessare to be respectexthdwidely enforced by the general public.
Right after the fall of the soalist regime, the country sened tomove towards a
neoliberal ideology, wherthe market takes a primaryleoandcloseto-laissez
faire rules apply. But after a few yeanshen the ngative sides of such a system
became paistakigly visiblethrough to hgh level of unemployment anghequal
distribution of wealth and incom#here was a strong nostalgia foethears when
Hungary wasthe happiest barrack, ammbpulist slogans againgte free market
became more and more pdgnu[20]. There is noquick fix for this confuson of
valuesand the crony capitalism thakists today in this country, and this is why
the focus should be on the lotgrm goal of establishing clear valuesbusiress.
Universities can not do this alone, buthgy can certainly contribe by
establising, represeting andcultivatingvalues in future businesspeople.

Businessschoolscan hae counterargumentsn why they cannoengage in such
an enterpriseFirst thae could be the argument that the functioruoiversities is



to spreadknowledge, not valuesThis is surely not possible today however, when
a large proportion ofteenagers angoung adults spengiears of their livesat
universities, and this @vitably makes it part of their socializatigprocesg15].
Universities will covey valuesto studentsthe questions is only wéther business
schools take the responsibility émgage irthe deliberation of what these values
should be in their caser they leavdt to the students to deduce whatever values
they can from theprinciples d business and economidkat they are taugh
Secondit can be argued that tstudents with a busise degree need fimd their
way in today sbusiness environmeneither on tle labor market or as
entrepreneutsand busings ethicdraining does no providewhat is demandedyb
this environmentThis may be true, but it is alshortsightedness, if uniksties
just want to produce what the labor mar&etrently demandgl].

There could be several other arguments for against increasing emphasis
business ethics in Hungan business education, but the main pobiete is this:
even if there is noteng empirical evidence that businesthics training has
immediateimpact o unethical behavian developed western seties[32], those
who tran the next generation of biresspeople in Hungary have realize that
ethical considerations in businassistbe addressenh a systematic manner if we
ever hope tdmproveour busiress culture. Andas discussed in the firstcsion,
this is exactly whiabusiness ethics as a dipline (the second strapddoes |
would argue, that the ethids-businessappoach(the first strand) is not enough
as people make moral judgements abewery aspect of theilives, including
busines, but if their moral comgssis not functioning propdy, these judgements
will not lead tosocially beneficial behaviorOn the oher hand, the incorporation
of ethics(the third strandyvill also not be eféctive if it is notbacked by genuine
belief in the good of businesshéts. For example codes othécs at corporations
may be ineffective or may evdre counterproductive inas of ethical behavior,
if they are not suitabléor thecontext in which tey are introduce§iL6].

Conclusions

Businessethicscan be understood idifferent ways and in thé essay | followed
the conceptual frameworkf De Georgg7] that describes three different strands
of business ethics: the general ethicsbusinessappioach business ethics asa
academic disciplineand he incorporation of ethicto corporate regulation and
codes.There is no ovarching agreemernhat the development of business ethics
as a discipline rtangible impact ombusiness, especially ongdobal level[5],

but there ae several researcherdavargue thaethics payg43, 31 while others
argue thathaving an emphasis agthics in business provides long term benefits
that may or may not b@easuablein monetary termf24, 33.

| haveargued that Hungarian businessilture has some glaring isss and thaan
increasing role of busess ethics couldoster theneeded immvement in this
regard. One can descrilogillture with descriptive data, buthave focused on an
approach which looks atehproblems that businessi®e in Hungary Business
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organizationshave to formcertain attitdes and behavioral strategies to cojith w
these problemand this shapes the overall business culture of the goudsed
on empirical data[27] and the assesgnt of renowned expertsf alifferent
disciplines[13, 20] we can see thainethical behaviois pervasive and entrenched
in the pradices of economic actors on all levelsicreasecemphasis omesearch
andeducation of business ethics is not going tosedhisproblemalone, buit can
help raise awarenesand it might cultivate values andideas in the future
generation of businessdders that are largely neglected today.
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Abstract: In the world and in our country, we are increasingliiking and writing about
entrepreneurship and innovation, so there is often the impression that it is a new economic
and technological phenomenon. However, when we leeget into this area, we will find

that it has its deep roots and that it has madgreat contribution to the present level of
scientific, technical and technological achievements, including digitization. The aim of this
paper is to highlight the role oé&ntrepreneurship through many centuries in many
innovations that led to the progres$ humanity in order for the human race to live more
comfortably and create a better future for itself with less effort. In the last few decades,
entrepreneurship has beeagiven space in departments of many universities across the
globe, and most countriebave been using numerous measures to encourage its
development.

Key words: Entrepreneurship, innovations, entrepreneurship theories, examples of
successful entrepreneunigitization of business.

Introduction

Man is the initiator, the bearer and extecwf development and, ultimately, he is )

the enjoyer of the fruits of development. (Levia k gi | , M. , Marinkovil, S
Pet kovil, J. ., 2011) | atménchaslbeew an inhavaiom t hi s st at e

and an entrepreneur throughout history and thatilhdas$ this role today. In the

new EU strategy, the EU's 2020 development goals are: increased employment,
increased R&D spending as a basis for innovation developmentf(844 GDP),
increased climate change impact with the use of renewable energy sstmirce
reduce greenhouse gases (by 20%), a greater commitment to education and the
fight against poverty and social exclusion in the EU. (European Commission,
2010a). (SourceEurostat/. Because of the great importance of EU SMEs to the
EU, they are said tde the "backbone of economic development" of the EU
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fanovil, Milogevil & Miletil, 2009). This
d more I|light wmsii hthrodghoit elmitste@mry.ne

1 Theorists on entrepreneurship

The term "entrepreneustas in its present meaning, referred to in the 16th and
especially in the 17th century. By the miidth century, French economists were
beginning to use the word "entreprenefat’ people active in the economic field

and who were innovating with risk andncertainty. (Peterson, R.A. 1984)
However, speaking of theory of entrepreneurship, undoubtedly, the first of its
creators was Richard Cantillon, which he presented in hisosetissay on the

Nature of Trade in General", published in 1755. He distinguigshree social
classes: farmers, entrepreneurs and wage earners, with entrepreneurs engaged in a
variety of occupations, ranging from wholesale and retail to crafts, but it t

had in common was that they took the risk themselves for their jobs. |Qalstil

foll ower was also a Frenchman, Fran-ois Quesna
the farmers agricultural entrepreneurs, believing that only in this activity would a
positive business result be achieved. (Pauhoyvi B . , 201 8-Baptista 1800, Jean

Say saidthat "an entrepreneur is in fact moving economic resources from one
area, lower one, to another area which is more productive and of higher income."
(P. Drucker, 1991). AmanAmerican economists, the first totioe the difference
between an entrepreneur and a large capitalist was Frances Walker (1876), calling
the entrepreneur an engineer of industrial progress and the most important factor
in product i on.) A{ftReawnmobthe 2Dth cerBury, tremicallédd
"Austrian school" appeared and it attributed great importance to entrepreneurship.
The proponents of this school believed that there was dynamic competition in the
market, reflected in the competition withices and better quality of produetsd
services and that entrepreneurs were catalysts for economic change and drivers of
economic development. The founder of this school was Joseph Schumpeter, who,
among other things, states in his book "The Theoryafh&mic Development":
"Everyone is arentrepreneur only when he really "realises new combinations" (it
refers to the factors of production) and he loses that character as soon as he builds
his own business and when he settles down and starts runningshieds like
other people. d(ScBOmpe) eHowever, he states, A w
there is no profit, and without profit there is no development. He is well known for
his term "creative destruction”, according to which he believes that by ictradu

new products and other innovat®to the market, entrepreneurs contribute to the
growth of social wealth, in other words, it means a permanent destruction of the
existing market order. (Schumpeter, J., ibid.)



2 Types of entrepreneurship

There are a maber of divisions of entrepreneuighin different periods of their
emergenceFamily entrepreneurship is very widespread throughout the world.
Three quarters of all UK businesses are family owned businesses, which are more
stable and longedasting. Inthe US, about 33% of family busireesare on the
Fortune 500 list as the most successful. In the EU, family businesses employ more
than 50% of the actMarekowod kf dMrale 2 ®R&a)d.ovi |
entrepreneurship, today more than ever, is an importaagment of the economy

of many coutries. For example, in Canada and the US, SMEs in rural area,
account for between 28 and 30% of the total number of established businesses.
(Rad-Mat kovi |, EnMepreneurship lasell on running a home

based busnesshas been steadily increasing fecent decades, especially in
economically developed countries. According to statistics in the US, the number
of homebased businesses has increased from 6 million to 32 million in the last 14
years. It is estimated thabout 8493 new businesses aretea dai | y- ( Radovi i
Markovil, Wbmend807e)nt r egithoegh étuhass dxisted
throughout history, only gained recognition by adopting the Employment Service
Convention, adopted by the International Labor Organization (ILO) in 1948. That
act enphasized the prohibition of all types of exploitation and discrimination
against women, including employment opportunities. (Mark&®aclovic, M.,

2009) Social entrepreneurship creates around 8% of new jobs in Europe,
creating around 3.5 million jobs ingrBJ. (Smallbone, et.al. 2004) Unlike other
types of entrepreneurship, profit is not the only goal for social entrepreneurship.
Most often, this is about providing social services: care for the elderly, health care
for the sick and infirm, care for the disled, care for the homeless, assisting the
unemployed with access to work by providing additional education and more.
International entrepreneurship first appeared in theory in the 1990s. Famous
American scientist J.F. Morrow published an article in 1988&ing that
international entrepreneurship was being created thanks to new information
technologies, creating new markets that had not been used before. (Morow J.F.,
1988.) Global entrepreneurship, in addition to large companies, extends to the
whole worb due to its great flexibility and communicability. Apart from the many
benefits of global entrepreneurship, the renowned economist, Nobel Laureate Prof.
J. Stiglitz also finds the downside by stating that, from the point of view of Ration
states, this wilfurther increase the gap between the rich and the poor. (Stiglitz, J.,
2002) Internet entrepreneurship is the most modern form of entrepreneurship.

As they leave college, the-salled online generation, are already starting to work,
using extraordinaryligital tools that give an individual the power that used to be
reserved for the authorities in the past. They are the first global generation and
spread new rules of business conduct around the world, so we have the
opportunity to learn from them. (Tapstd., 2011)
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3 Innovations and entrepreneurship similarities and
differences

We want to emphasize here that there are nevertheless differences in the concept
of innovation from the concept of entrepreneurship. It is assumed that the word
"innovation" s derived from the Latin word "innovatio", which meansew,
novelty, or from the word "innovare", to make something new, and "novusi.
(Amidon, D., 2003). The most important thing is that the end user (customer,
consumer) recognizes and accepts theovdion, because the effect of its
commercialisation depends on it. In the modern age, definitions of innovation are
increasingly being given. According to the Organization for Economie Co
operation and Development (OECD), innovation is "the applicatioa new or
substantially improved product (i.e. physical goods or service), process, new
marketing method or new organizational method in business practices, workplace
organization or external relations. (OECD, 2010) Innovation is key as it
encourages emomic growth and development, increases employment and
employee income, and improves the quality of life as well as the competitiveness
of nations. (Atkinson, R., Ezell, S. 2014) More significant innovation is, as a rule,
accompanied by intellectual praperights, genetic engineering, primarily in the
case of patents, copyrights, trademarks / service marks and other forms of
intellectual and industrial property, which are largely enjoying international and
domestic protection. This is not the case witltrepeneurship, as, in most cases,

it does not enjoy such protection.

4 Position of Serbia on Globalnnovation Index list

Each year, a Global Innovation Index (Gll) list is issued for 129 countries based
on 80 different indicators. In the 2019 Gl ligtiblishel by the UN Specialized
Agency, the World Intellectual Property Organization (WIPO), in cooperation
with New York University Cornell and the Swiss multinational business school
INSEAD on June 24, 2019 in Delhi, Serbia ranks 57, which is clodeetmiddle

in the ranking of uppemiddle income countries, whereas in the group of upper
middle income countries it is in 11th place, as can be seen from the following
table.



Table 1i GIl RANKING OF UPPERMIDDLE INCOME COUNTRIES

Country/economy |Score World Ranking in | Region |Ranking
ranking sameincome in region
group
China 54,82 14 1 SEAO 4
Malaysia 42,68 35 2 SEAO 8
Bulgaria 40,35 40 3 EUR 27
Thailand 38,63 43 4 SEAO 10
Montenegro 37,70 45 5 EUR 30
Russia 37,62 46 6 EUR 31
Turkey 36,95 49 7 NAWA 5
Romania 36,76 50 8 EUR 33
Costa Rica 36,13 55 9 LAC 2
Mexico 36,06 56 10 LAC 3
Serbia 35,71 57 11 EUR 34
North Macedonia |35,29 59 12 EUR 36
Iran 34,43 61 13 CSA 2
South Africa 34,04 63 14 SSA 1
Armenia 33,98 64 15 NAWA 7

Regions areclassifiel according to the UN classification: EUEEurope; NANorth America; LAC
Latin America and the Caribbean; CS»entral and South Asia; SEAGouth East Asia and Oceania;
NAWANorth Africa and West Asia; SSSubSaharan Africa. Source: Cornell Uningity, INSEAD
and WIPO (2019)

At the top of the GlI list are innovation champions, Switzerland, Sweden and the
USA. America has primacy in developing R&D clusters (26), followed by China
(18), Germany (19), France (5) United Kingdom (4) Australia, IndiaitfsKorea

and Switzerland (3 each). As in 2018, Tokyokohama, Japan topped the list of

top ten clusters, with more than 95,000 patents registered between 2011 and 2015,
according to the Financial Times, accounting for about 10% of the total registered
950,000 p#ents worldwide. The largest patent changes registered in Tokyo are
used by Mitsubishi Electric, followed by Shenzhen H@&tgna (China) with

more than 41,000 patents, followed by the Silicon Valley -Bmm® Francisco
Cluster with more than 34,0@@&tents.
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5 How entrepreneurship and innovations contribute
to economic development?
The USA and South Korea examples

Had the United States and South Korea adhered to the liberal theory of Britain's
Adam Smith, outlined in the "An Inquiry into the Natumed Causesf the Wealth

of Nations" (known as "Wealth of Nations"), published in 1776, they would
probably be classified as developing countries nowadays. instead of the countries
among the seven most economically developed in the world. German economist
Friedrich List, known for his theory of national economics, criticized Britain in the
mid-19th century for preaching free trade, noting that the country "pushed the
ladder" when it reached a dominant position in the world economy through
customs and abuadt subsidie. (Chang, H.J., 2016) From this behaviour of
Britain, a conclusion can be drawndo as we tell you, not as we did. When
Alexander Hamilton became the first US Treasury Secretary in 1789, he submitted
a Report on the Subject of Manufacturessthe Congrss. In that report, he
suggested 11 measures that should protect the "developing industry" because the
US was a backward country, unprotected from foreign competition. Among these
measures, in addition to protective tariffs, the ban on therexpoaw maerials

and subsidies, special subsidies were introduced for technological innovation in
key industries and innovation and discovery in the country and their import from
other countries in the US was encouraged. (Alexander Hamilton 1789 Report)
After a threeyear fratricidal war (1950953), South Korea was among the most
economically undeveloped countries in the world with GDP per capita below $
100. Its main export products were tungsten ore, fish and other crude and
unprocessed products. Tha to its evn concept of economic development, the
country's economy adopted its economic agenda between the 1960s and 1980s.
The government, in consultation with private entrepreneurs, introduced customs
protection measures, abundant subsidies and @heas of goernment stimulus

with the marketing support of the State Export Support Agency. Today's South
Korea is one of the most inventive countries in the world, regularly ranked in the
top five countries by the criteria of the largest number of pagpplications
granted each year by the US Patent Office. (Chang, H.J., ibid.)

6 What do start-ups and digitalization bring?

The digital or online generation matured in 2008. Across the world, the generation
overwhelms jobs, market and every niche of sgcidtcording toDon Tapscott
(Tapscott, D. 2011), they bring their demographic strength, media intelligence,
purchasing power, new models of collaboration and growing up, entrepreneurship
and political power to the world. Robert Atkinson and Stephen Beéi#tve that



the economics of innovation not only give priority to the digital era, but also see

competitiveness in it that ensures faster economic progress of modern society

(Atkinson, R., Ezell, S., 2014). The digital economy is virtual as well, and they

lean on eachtoher , as the authors of the book Digital
nurilkovil point out. (Lazovil, V., nurilkovil
the digital economy and staups, China and India are now among the fastest

growing economig in the world.In India, the fourth industrial revolution, or

digitalisation, is in a big swing, which is why so much is being invested in high

speed internet. 4§overnment, in this country, has improved government

efficiency and linked more than one hilth people withbiometric cards. If you

want to progress you have to be digital, is their life philosophy. India expects the

IT industry to account for 7.5% of the country's GDP in 2020. (News Front news

agency, retrieved 6/09/2019.) In the US, many tradiinuses are fiang because

they were not timely reoriented to sell online. Let us mention, at the end of this

part of the presentation, that this year (2019) marks the decade since the latest

invention in the field of digital technology, bloahain techology, on thébasis of

which a platform for crypto currencies (bitcoin and thousands of other crypto

currencies) was introduced. Therefore, some countries are already working on

using this technology in economic and social life, especially where tharkigh

riskoff raud and mal versati on. (Vasil, v., 2019) .

7 Case studies the most successful entrepreneurs

Mc Do n a-ltlkdwst successful small business in the worldhere is an

interesting example of the most successful small business in the vesrld,

McDonald's cds itself - a fast food restaurant, which now operates in over 120

countries in over 35,000 locations and has a daily capacity of over 70 million

people. (M. E. Gerber, 2010, p.71) However, Ray Kroc created much more than

an incredibly saocessful businesdde created the model by which an entire

generation of entrepreneurs created their wealthmodel that represents the

genesis of the franchise phenomenon. The real [
in the franchise's business model. Tranchise's busiss model is what brought

a revolution to American business. (M. E. Gerber, ibid., p. 72) Namely, the

franchisee was not interested in burgers, fries, or milkshakes, he was interested in

business. Driven by the desire to buy a busindss, ftanchisee wa®nly

interested in one thing: fADoes it work?06 Hereir
franchise business model , it is a stepping st
(Gerber, M.E., ibid.). Peter Drucker points out that McDonald's iexample of

entrepeneurship, though he did not find anything because its final product was

what any American restaurant had produced for years. It is, in fact,

entrepreneurship. (Drucker, P., ibid.).
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Henry Ford - An example of a successful entrepreneurThe famous
industralist, Henry Ford (1863947) is very often taken as an example of a
successful entrepreneur. He was the son of a wealthy farmer, born in the US state
of Michigan but interested in the technical sciences from an early age. He took a
job a Edison Companywhere he served as the Chief Engineer servicing steam
engines. At the same time, he was engaged in experiments on internal combustion
engines in which Edison supported him, where in 1898 he constructed his own
car. In 1903, Ford, with argup of innovatorsfounded the Ford Motor Company,

in which he became the director as well, and at the age of 43, as an independent
entrepreneur, he became its-moner, doing well business. Thanks to the
conveyor system, Ford (since 19089) had dram#fidatreased its mductivity

and produced 19 million cars at very reasonable prices in 19 years, with 14,000
workers receiving decent remuneration. Thus, he built up his financial power and
already in 1919 bought all the shares of the Company and wittarhity, only

after 40 years of hard work, achieved his intended goal. As other carmakers went
on to diversify cars for buyers with greater purchasing capacity, Ford experienced
its first failure. This is why they started diversifying products as welgafiN.,

2012) Toay, Ford's factories operate in over 50 countries, employing hundreds of
thousands of workers and producing over ten million cars a year. (Radovic
Markovic, M. ibid.)

John Rockefeller - the first entrepreneur to make over a billion dollars:

Entrepreneurshiis "part of the American DNA", according to Prof. D. Golijanin

in the review of the book "Entrepreneurship”, it is not surprising that Rockefeller

(1833193 7) became a great i ndustrialist and inve
2017). Atthe age of twentyhe founded his Clark &ockefeller company for $

2000 with Englishman M. Clark, selling farm equipment, hay, fertilizer, meat and

home supplies. At the end of the first year of business, they had gross capital of $

450.00 and a net ofit of $ 4,400, ad in the second year the profit was $ 17,000.

In 1868 he founded Standard Oil Company, which covered 10% of the market,

whereas in 1879 it reached 90% of US oil refining. Rockefeller was the first

entrepreneur in human history to earnrenthan a billiondollars and at the same

time the richest man in recent human history. Rockefeller once said: "If your only

goal is to get rich, you wil!/ never succeed in

Conclusion

The introduction of this paper #&s that man is th engine of development
throughout history and that he did it in his own interest, to live more comfortably
with less invested labour. At the same time, he is both an innovator and an
entrepreneur, because everything he creates servess mbple and, uthately,

the whole world. Historically, from an early age, from coming up with an
invention to its practical application, many years and decades had passed, whereas
today every innovation is very quickly put to use and, thanks to modern
information technalgies, expanded to the whole the world "overnight". For this
reason, it is superfluous to say that entrepreneurship is something that came into



being in the late 20th and early 21st centuries. It would be more correct to say that
innovaton and entrepreneship are the "conditio sine qua non" of the progress of
humanity. However, the extent to which creators of economic thought were able to
perceive the creative power of a certain number of people, in certain realistic
circumstances, is matter of longer bservation, monitoring and analysis. Over
the centuries, interpretations of entrepreneurship and innovation have changed
significantly. The IT sector is sharply increasing the share of the services sector in
the GDP of certain countriegor example, Indiawhich we mentioned in the
paper, is one of the fastest growing economies in the world (in 2018 its growth
was 7.1%), precisely thanks to the digitization of business. In the last year (2018)
its GDP was US $ 2,716 billion, and next y€2020 it is expeted that 7.5% will

come from the IT sector (which is over US $ 200 billion).
(countryeconomy.com/gdp/india) From the global competitiveness list for 2019,
which includes 129 countries based on 80 criteria, where Serbia ranks 57th, a
correlation can be olesved between the percentage of GDP allocated to science
and technology development and the number of patents filed by individual
countries. At the top of the Global Innovation List are the most industrialized
countries, with the largegercentage of GDRBllocated to science and technology,

led by the United States, Japan, South Korea and Switzerland, followed by
emerging countries, China and India.
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Abstract: The history of mankind is inseparable from the issues of aging. The impmofan

the topic is justified by the fact that numerous famous philosophers such as Plato, Aristotle,
Cicero, Seneca, Petrarca, Cardano, Simone de Beauvoir dealt with the topic and wrote
about aging from different perspectives. Long, disédess and prodative lives are all
desirable for us. For a happy and full life, the above mentioned are enough or there are
still opportunities. Compared to our predecessors, we can live today in an unprecedented
time. Globally, the world is being shaken by three majplasions in the early 21st
century: population explosion, longevity, and information explosion. A social phenomenon
called the "demographic time bomb" or "population bomb", which is a problem of an aging
(rapidly aging population) society, will affect thehole world in some way (socially,
economically, others). According to demographic data from the United Nations (UN), the
population of the Earth is growing (developing countries, many of them living in extreme
poverty), but the population of industrigd countries is declining. The population of
Europe as a continent and Hungary as a nation has been increasing for a long time, but it
is decreasing and aging, according to the estimates. The aging of the population calls into
question the ability of sodies to adapt to the ongoing demographic change. The main
topic of the research is one of the most significant social changes endangering the member
states of the European Union: the aging of the population and its present and expected
future impact on theamnomies, especially the pension security in Hungary.

Keywords: pension security, financial investments, retirement saliebavior economics

Introduction

The issue of aging has fascinated people throughout human history. Numerous
famous philosopherssut as Plat§ Aristotle?, Cicerd, Seneca Petrarc§

2 Plato on the first boolof the epublic: Cephalus talks about old age and money.

According to Plato, harmonious old age is possible without material wealth.

Sci
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Cardand, Simone de Beauvdiand others have studied awditten about aging.

We all desire a long and healthy life. We now live far longer than any time before
in history (1 v §8nHans-2Qeld Rosling, R m 11 July0 1 9,
1987, the world population passed the five billion maskice then theigure has

risen steadily to 7.7 billion in 2018. According to the International Monetary
Fund, the largest share of the world population live€hina with 18.7 percent,
followed by India with 17.88 percent. With a population of 83 million, Germany
also mnks among the top 20 most populous countries in the world. Last year,
people in Germany accounted for 1.11 percent of the world's populatierl) 5.

is actually the worldés third most popul ous
population live here. Sge 1989, World Population Day has taken place on 11
July to draw attention to problems caused by the increasing number of people on
thisEathThe UN expects the worldés population to
Asia is by far the most populous contih@m Earth. The United Nations estimates
that the Asian population will peak at 5.27 billion in 2070. Europe and Latin
America will reach theirpopulation peaks at 689 million and 765 million
inhabitants, respectively, around the year 2060, according gopthjection.
African populations are expected to keep growing, albeit at a slower pace, beyond
the current century, which is when their comlirséze could surpass that of Asian
populations (World Economic Forum, 2019). The EU is threatened by aging and
aging has a considerable influence on economies and sociBtiesstat, 201p

Similarly, to other EU me mboegingsahdase s , Hungaryos

result, Hungary faces various challenges, including the reform of the health
system, the pensin system, and the tax system. In the countries of Central and
Eastern Europe, including in V4 countries (Hungary, Slovakia, Poland and the
Czedt Republic) the state pension system works on theABayou-Go (PAYG)
principle. In each country, preliminaryalculations are done to ensure the

sustainability of t he preenessencenof tbeyPd¥Gem ( M®s z 8r os

Aristotle writes about the relatiship between youth amuld age, life, and deatmii

the Soul philosophical studiescéordingto Aristotle, there is no harmonious old age
without physical and material webleing.

In Cicero's Old Age, he writes that we must fight old age. We must diggahst old

age as agast some disease. The mes$tective weapon against old agedxercigg
science and virtues.

Seneca's writes to Lucilius about beautiful old age and death in part XIV of Moral
Letters. Seneca says that you shouldn't be afraléath and old age.

Petrarca writes in his sext book that all births and deathse a ne start and a
possibility of closure to learning and experience. The stage between birth and death is
life itself.

Cardano was a practising doctor. In his bablout his life, he déawith the issue of
agingand describes the diseases of @d.a

Simone de Beauvoir maintains that almost everyone feels guilty about old people, and
therefore the conspiracy of silence surrounds this topic. The purpose of kishioo
break this séénce.
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system is that the pension ¢obution of active workers is collected and
distributed among the pensioners as pension (Csontos, 1997)s sy#tem, the
active workers pay for the pension of the pensioners. A great problem is that

pension contributions are not capitalized, not ihvesd ( Novosz 8t h, 2014) .

future pensions are not insured, so all active workers can get is a promisethat th
state will provide for them when they are old. PAYG systems are in a crisis all
over the world. State pension systems have to be reformedugatigpvics,
2014). At the macro level, an automatic system should be created between
contributions and benefithat ensures the lortgrm sustainability of the system
(Simonovits, 2002). The PAYG system is convenient while the population is
growing (Samelson, 1958).

1 The effect of aging on economies and pension
systems

We humans not only die, we grow old. Demagic data show that the
population of Central and Eastern Europe (Fig. 1), including Hungary (Fig. 2) has
been decreasing for some time and dakions show that it will continue to do so.

The aging of the population questions the ability of societiesadapt to
demographic changes. They have reacted to these challenges correctly because the
traditional methods of aging are misleading and dotaké into account the
temporal and spatial differences in the characteristics of the people.
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Figure 1

Population trends in Europe between 1950 and 2100 according to the baseline,
low and high variation of population estimates (United Nations, 2015)
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Todayps people of 60 or 65 are very different fr
century ago and will be probably very different from people of the same age half
a century from now. People live longer and enjoy more knowledge.
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Figure 2

Populationtrends in Hingary between 1990 and 2060 according to the baseline,
low and high variation of population estimates (Hungarian Central Statistical
Office, 2015)

Due to unfavorable demographic trends, the current scenario is that Hungary's
population will detineto 8% mi I Il i on over the next 20 years,
head of the CSO's Institute for Population Studies, in an interview to the Portfolio.
According to the expert, if life expectancy increases, raising the retirement age by
2040 is likely to benevitable.In addition, it would be a good idea to talk about a
fairer Hungarian society in twenty years' time, even though major international
trends are pointing towards increasing inequalities (Monostérir 4 Sp ®d e r
2015). The paper subsequentlyegpents themeasures of the aging of the
population adapted to changes in life expectancy and compares them to the
uncorrected measures. The uncorrected measurements of the aging of the
population assume that old age starts at the age of 60 or 65. Iathsheet,he
beginning of old age has been defined as the age when life expectancy drops to 15
years. This way a dynamic eye threshold is obtained, which reflects the effects

of demographic changes. The ratio of the population over thagadhreshid

and theexpected oleage dependency ratio is a measure based on two dynamic
thresholds. This paper, further measures aging with the new threshold value and
compares it to the uncorrected values. With the help of the dynamiageld
threshold, new thingsan be se® For example, here it is evident that the ratio of

fi o | d-yeardds or older people is different in different countries and changes
over time. According to the traditional approach, everybody over 65 is considered
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ol do. | t dhatrthe b of adulttage sprert @ old age decreases over
time. Without correcting the changes of remaining life expectancy, it seems that
people spend an increasing proportion of their adult life in old age. It is predicted
that in the EU in 2050 the axage lifeexpectancy of women will be 88.2 years
and that of men will be 85.7 years (see Table 1).

Table 1
EPC calculations for EU 27 and Hungary (European Commission, 2018 and
authorés compilation)
Year 2016 2020 | 2030 [ 2040 | 2050

EU 27171 Life expectancy

83,7 84,3 85,7 87,0 88,2
for women {gar}

HU i Life expectancy fo

79,6 80,4 82,3 84,0 85,7
women {year}

EU 27 - Life expectanc

78,2 78,9 80,6 82,1 83.5
for men {year}

HU - Life expectancy fo

72,8 73,7 76,0 78,2 80,3
men {year}

On the other hand, births will onklightly increase and the number of people in
employment will decrease greatly. As a result, pension expenditures will likely
increase in all 27 member states of the EU (Eurostat newsrelease 2015). An
important question is whether there will be enougkivacworkers to cover
pensions with their pension contributions (see Table 2). Pension experts already
recognised around 1990 thite PAYG system could not be maintained in its
current form for a long time, as population growth will slow down. They predlic

that the number of births would stabilize at a lower level and fewer people would
enter working age (Augusztinovics, 2014).eTimost important task is to examine
how the population changes, and thereby make it possible to accurately predict the
future, for example what will the population and its composition of Hungary be in
2050. A closely connected issue is whether therebgilenough active workers to
provide for pensioners. In 2018, employment rates for men and women aged 55 to
64 years were highgat 65% for men and 52% for women, than the average rates
for all adult men and women (60% and 48%) in the European Union {Eig).

most striking aspect is the rapid pace at which employment rates for people aged
55 to 64 years increased between 20032048 (with little or no impact from the
global financial and economic crisis). This was particularly notable in relation to
the gowing proportion of women in work (European Commission, Eurostat,
2019).



Table 2

EPC calculations for EU 27 and Hungary (Fpgan Commission, 2018 and

authorés compilation)
Year 2016 2020 2030 2040 2050
EU 271 Number of =, 55 161 167 171 1,74
births
HU - Number of births 1,48 1,61 1,68 1,72 1,75
EU 271 Workingage
population between 1§ 290,697 287,47 275,374 262,25 252,854
64 yeardmillion}
HU - Workingage
population between 1f 6,588 6,364 6,08] 5,711 5,324
64 years {million}
EU 27 i1 Potential
growth of GDP 1,3 1.4 1,2 1,2 1.4
HU - Potential growth
of GDP 1,9 1,9 2,1 1,2 15
EU 27 1 pension
expenditures {GDP %]} 104 10,7 105 11,4 12,5
HU - pension
expenditures {GDP % 10,6 10,9 10,7 12,8 13.8

2 An analysis of the sustainability of the state pension

system

The Hungarian pension system currently has two pillars. Pillar | is the state

pension system that was on tke PAYG principle and pillar 1l is the funded
system (Novosz§8th,

2014) .

The

PAYG

system

growing (Samuelson, 1958). As it has been seen before, life expectancy in the
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world has doubled in 100 years, with fewer dader chidren being born. The

population pyramids in Fig. 3 and 4 show that by 2050 in Central and Eastern

Europe and in Hungary, the number of young and middked people will be

similar and the population pyramid only gets narrower at old age. Dentigrap
pressires are on the rise both in Central Europe and Hungary, and by 2060

demographic
2016).
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The latter may change slightly due to family protection action plans. Among the
V4 countries, the financial wealth of Hungarian households stands out, including
real estate, which would be 200% of GDP. Hoerlt is less good that the share

of life insurance and retirement savings as a percentage of GDP is only 9%, well
below the EU average of 46.5%. In retirement savings, reserves and portfolios are

increasing, with NYESZ alone declining compared to the eh@014. When

looking at active contributer and active members, the effective pension
supplement coverage in Hungary is about 29%. This also means that 70% will not
have any pension savings. According to the MNB, welfare funds would provide

mass accesbause they would provide subject membersiig actively finance

the economy through stock exchanges and government securities. Not to mention
that one can reach out to young people with an expanded range of services (first

home purchase, childbirth). practice, this could look like a retiremearid health

2010



pocket for an individual welfare account, which could be used in a fdreglydly

way. It is envisioned that every employee could be a member of the welfare fund
resulting from the merger of healthrids and pension funds. It would be up to
everyone to decide the rate of individual contribution. This would be
supplemented by employers' preferential tax subsidies. The current tax credit may
be replaced by a state normative grant (Tha®unstein, 201).

age 1004 Male 0% loox Female

95.99 0.1%'03%

90-94
85-89
80-84
75-79
70-74
65-69
60-64
55.59
50-54
45.49
40-44
35-39
30-34
2529
20-24
15-19
10-14

59

0-4

0% 8% 6% o . 1. bercentage

Hungary - 2050
Population: 8,318,189

Figure 4

The population pyramid of Cénal and Eastern Europe and Hungary for 2050
(Population Pyramids, 2020)

Therefore, experts recommend a mix@adtem. In the current pension system, a
supplementary element can be a voluntary pension fund. This can help sustain

after retirement the standar of | i vi ng one got used to

pension saving systems include pension insurance.

3 Financial saving forms and possibilities

Although the contribution to the pension system is one of the highest in the OECD
countries in Hungary, one ecei ves only 60 percent
pensioner. In terms of the value of pensions, there areades@untries where
contributions are largely made to mandatory private pension schemes. The
mandatory contribution to the state pension fund isséwnd highest in Hungary
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among the OECD countries. An average worker pays roughly 30 percent of his
incomeinto the pension system, which is higher only in Italy. Nevertheless, the
replacement rate of pensioners (i.e. the proportion of retirees recehaig
previous salary as a pension) is only 60 percent in Hungary, thus Hungary is in the
middle of the OED (between Japan and New Zealanof course, the average
income in these two countries is much higher) . In Hungary, the pensions currently
paid ou entirely come from the mandatory state pension contribution. Currently,
the proportion of VRS in the OECPountries is low, especially in the Anglo
Saxon countries (Canada, the United Kingdom, the USA), which make up a
significant part of oleage benef@t. In other states, such as the Netherlands and
Denmark, a large proportion of payments come from mandatidvgte pension
funds. These countries occupy the first two positions in terms of the replacement
rate of pensions: in Denmark, pensions are eqetitab more than 85 percent of
average salary and in the Netherlands more than 95 percent. However, &l,gener
it cannot be said that the higher the proportion of mandatory private pension, the
greater the salary one receives as a pensioner. For examalyl@nd Austria are

in the third and fourth place, where, like Hungary, only the state pension fund has
to pay pension contributions, while in Estonia and Lithuania, for example, there is
a compulsory private pension scheme, although the replacemeist later than

in Hungary. In fact, the value of pensions relative to salaries depends on a number
of other factors, from the dependency ratio to the overall performance of the
economy. In addition to increasing pension contribution and tax, and retirement
age, there is a more effective and sustainable solutioncamf This means that
people create their owprivate pension fund, which will enable them to live a full

life in old age. This relieves the state too because they save money privately, albeit
with state help, and they manage their own wealth. There are many forms of
savings (e. g. voluntary pensidund, pension savings account and pension
insurance). When choosing the right savings product, one must decide how
important the term (time periddand liquidity are. Nobel Prize&sinning British
economist Angus Deaton confirms the findings of his re$earcconsumption,
well-being and poverty that money makes people happy from poverty to
subsistence and then to security. Above one level, howewae money no
longer causes a significant improvement in quality of life (Stept@eaton-
Stone, 2015). Mation should also be made of research into the technique of
surveying the world's extreme poverty, people living on less than one or two
dollars a @y, and the reliability of data, especially household surveys conducted
by the National Sample Survey (NSB) India. His research also covers the
interrelationship between the social situation, health, income and education, and
its effects on the nation@conomy. The Almost Ideal Demand System (AIDS),
created by Angus Deaton, is the first globally applicab&heod for measuring
poverty. The concept of the ®alled Deaton paradox is also derived from it, i.e.
that the level of consumption does not usuahiange even in times of rapid rise
and fall in income (Deaton, 2017). The levels of the Maslow HierartiNeeds,

if one looks at income at the first two levels, money is needed to buy food,



provide a place to sleep, to live almost exclusively with tontribution of

money. Of course, these needs must be met in the long run, too, so it is clear that

the seond pillar is the money as the key to our ldagn sustainability. As one

moves up the pyramid, one becomes happy and content with his ownftée. A

this |l evel, money as a value cannot do more for
acceptance cannot H®ought, of course. The hierarchy envisioned by Maslow

does not always hold true, as has been confirmed by numerous studies fWahba

Bridwell, 1976) According to forecasts, the number of pensioners will increase

dramatically, and this cannot be changedhim short term. In the current pension

system, one of the complementary elements of securing old age livelihoods may

be the choice of a voluntaryepsion fund. A voluntary pension fund can enable

the citizens to maintain their standard of living duringittactive years when they

retire. These institutions supplement other retirement savings such as pension

i nsurance. P e n s i o ntheibengfit thah senjpe citiegensadf a t e r ms f
country are entitled to, and therefore not on a meéested basis. 3t amount

depends on the length of service, that is, the number of years of work (earning)

and previous earnings 0 (aeod lieftetion of2H2 1 6 ) . This de
public perception that the concept of pension relates exclusively to socialysecurit
benefits. However, any requlareéddge i ncome to which one is enti

active age is considered a pension. Thus, our retirement incosnemmaay not

be our retirement income. It should be made clear that there is no form of public
benefit thatcan, and cannot, be a good pension for everyone. So if a person wants
to be really safe in his old age, then he will really have to do a lot.diticaudto

raising taxes and contributions and pushing the retirement age, there is a more
effective and suatnable solution called setfare. This means that people create

for themselves a private pension fund that allows them to live a full life as they
grow older. This will also relieve the state of the burden because, with the help of
the state, they are fintg money aside. They manage their own assets and do not
pay more for the community. There are many pension savings options available.
Before choomg the right savings product, one needs to decide in advance how
much time and liquidity will be involvechichoosing the savings form. The state
supports three types of retirement savings solutions: the Voluntary Pension Fund
(VPF), the Retirement SaviegAccount (RSA) and Pension Insurance. These are
worth thinking about for a minimum of 120 years. Accumutad private pension
funds can be taken up when one reaches retirement age, with some restrictions
being made available earlier.
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4 Theroleofselfcare i n oneds deci si ons

4.1 Behavioural economics and decisiemaking typology

Self-care, i.e. savings for tieement (voluntary pension fund, insurance, other
savings, etc.). Of these, it is easy to choose which one or more people want to
provide for their futue expected pension level (Havran, 2011). Decisions in
gener al , such as wh atenttyp et oo fc hfofoisreg n cd ar n oitn vt
supported by human reasonableness or preference, and this is also supported by
economic psychological research because it isrogeen by other nomational
considerations (Fodor, 2013). Research has shown that the processatigri

and nonrational information is related to the cerebral hemispheres. The left
hemisphere is the conscious, the dominant, the logical, the Hatibeaanalyst,

the positive thinker, and the right hemisphere is the equivalent of the unconscious,
irrational, emotional, negative thinking. Positive or negative information
processing is a solid, though i mbstuenti al per s
people, left hemispheric function is a hallmark of positive information processing
(Fodor, 2013)lts positivity lies in its confidence that it is difficult to bear crisis
situations that jeopardize its positive outlook and expectations in the gaogkco

of events. The left hemisphere is characterized by a systematic, analytical problem
approach, resarch and listing. The right hemisphere is more capable of processing
negative information, that is, it plays with the expected outcomes in a given
situaton, imagines the outcomes, and is therefore more likely to be activated when
a given situation occurg-rom an economical point of view, research has shown
that the right hemisphere is also decisive in shaping individual preference systems.
From the pointof view of problem solving, the right hemisphere gathers
experience on each outcome. Thus, decisiaking is heavily influenced by
which cerebral hemisphere the individual relies on. Another decisive factor in
decision making is the determination of thecision maker. A determined person
makes a decision faster than a less determined partner.

4.2 The role of financial awareness in decision making

This paper al so focuses on the present and f
important to understand whatspondents are directing themselves to the decision

about selcare, what habits and processesuieficed their decision, and more

precisely what motivated them to choose the form of savings under consideration.

With the help of questionnaire research, thethor examined respondents'

behavioral fundamentals and factor analysis methodology to detenviiaé

choices one has in relation to the expected pension level in the future. The

research examines the importance of -sate as a pillar of retirement

supl ement ati on in the public consciousness and



examines the possibfature pension systems, the future generations of retirement,
how many people will work and how they will work in the future. The research is
based on the Is&c assumption that people think about retirement with fear and
uncertainty. Based on the previattgpters it can be seen that the-RayYou-Go
(PAYG) system is in crisis, so the Il pillar, selare is receiving increasing
attention today. In order toagnh a deeper understanding of the motivations behind
oneds deci si ons, isstptiatical pgsocedure washueed,fwhicht or anal y s
is nowadays a widespread computerized method of personality mapping ¢(Sajtos
Mitev, 2007). The data of the questi@ie and the statistical calculations were
done with the help of the SPSS software. The onlingesuwas conducted in
2020. The total number of respondents was 1410 (n = 1410).

Retirement Savings Account (RSA) 64 N 7.7%
Pension Insurance 95 H 11.4%
Voluntary Pension Fund (VPF) 178 = 21.4%
Life Insurance 107 = 12.9%
Permanent Deposit / Investment Account 28 | 3.4%
Bank Deposit 76 H 9.1%
Cash 42§ 5%
Government Securities 66 H 7.9%
Share 38 1| 4.6%
Bond 19 | 2.3%
Investment Certificate 16 | 1.9%
Treasury Bills 14 | 1.7%
Building Society 68 M 8.2%
Other 21 | 2.5%
All answers 832

Figure 5

Therespondent has financial savings for retirement purpose(auths my o wn
compilation)

The basic questions for which answers were sought were related to the planning

of pension systems, retirement savings andcek, retirement security, as these

aret he el ements that deter mi fumireexistenc, i nanci al bac
that i s, t he -cara Withimthe reskarch,the énswers werefdivided

into 3 groups: 1. Knowledge of pension systems (compulsory, voluntary); 2.

Financial planing (different characteristics of savings); 3. Role of -sate

(personality mapping). The above three groups were analyzed separately by

qualitative research. The three groups were subjected to a number of statistical

evaluations, such as means, freqyewcosstabulation. In this study, only the role
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of state pesions and sel€are has been looked into. Based on the answers to the
questionnaire, respondents are generally well informed about the pension system,
but 86.2% of respondents do not consider ¢hrrent state pension system to be
stable. In contrast, theyend to rely on retirement savings, with 52% of
respondents saying yes. Only 11.4% of respondents have pension insurance, while
29.1% have some form of retirement savingg (5. The resultaalso show that
financial savings are important for respondeB&sed on the average age of those
who completed the questionnaire (average age: 30.6 years), savings are important.
Further analyzes show additional internal relationships, such as the role of
optimism in pension savings. Oite savings are much more pantant for
optimistic women because yes responses are greater than for men with similar
characteristics.

Conclusion

The population of a country changes only slowly from year to year, and the
characteristics of demographic processes are drawn up overger l@eriod.
However, the factors influencing population change are well predictable as a result
of the laws of each sybrocess. According to forecasts, current pension systems
are likely to case severe social and economic problems globally because of the
rapid ageing of our societies. Based on forecasts, the current pension regime, and
the drastic change in the ratio between active wage earners and pensioners will,
with a high degree of probdlty, cause social, economic and other problems in
the future both globally and in Hungary. The Hungarian mandatory pension
system is a puréayAs-You-Go (PAYG) state pension system. It covers all
persons who are engaged in any kind of employment asasetecipients of
unemployment and certain child care benefitkis is a definedenefit PAYG
system with an earnings related public pension. Theagéd pension is the most
important source of income for the elderly. However, in order for the amount of
the pension to be of an adequate standard, it is usually naglerto meet the
requirements for the minimum period of insurance required by national
legislation. The longer the insurance period, the higher the amount of benefit the
person can expect. Expgmecommend a mixed system but currently there is no
universaly accepted concept. Despite the small number of answers, there are
many possibilities. The respondents consider many possibilities to ensure their
future living. State pension is mandatory Bere is no choice about it. Concerning
supplementary possiltigs, like voluntary pension funds and private investments,
income and emotional decisions determine which form or forms are chosen. Of
course, research can not solve all the problems of thsigrersystem but
researchers can clearly define and examinsipitites and effective methods for
prediction and problersolving.
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Wh a tNexs? What about the Famous
Hungarian Apple?

Diana Saucs Eszter Nagy
Szent | stv§8ncaddidegver sity (PhD
szucsdiana@gmail.com

UK (economist)

Abstract: Agriculture is aspecial industry with a lot of external influences that sometimes
occur unexpectedly, so fullationalization is almost ipossible. The machines are
expensive and require great economiescafe to use them. The year of 2018 has more and
more highlighted the serious problems which are faced by apple farmers in Szaboles. In th
modern market economthe focus of the produoti process is on the farmer who manages
his own or rented land, rging heavily on the family's workforce. The paper introduces the
past transformation of the sector, the possible directions for farmegsinaation and
developrant, which are absolutelyegessary to lay the foundations for the way out.

Keywords agriculture, applein Szabolcsnetwork bio-farming, competitive agriculture,
technology developmentcompetitive agriculture, machinerpark, overmechanized
agriculture, hungarian agriculture, gricultural production

1 Situation of Hungarian agriculture

According to the government public information, generational change in
agriculture is seen as a national affair, supporting young peofileavgignificant
amount to choasrural life, which has beepromoted through a mulstakeholder
policy program. They want tdelp farmers to implement economically and
environmentally sustainable irrigation management, preparing an act for
undivided landownership management, and coog& to support the capacity
expansion and efficiency enhancement [MTI (2019)].

The agricultureof those countries is more efficient and competitive which
products are on the international markets, where the mechanizaticgheatevel

of mechanization arkigher. The productivity ahthe mechanizatioare affected

by the land structure and the pumtion structure. On smaller, more fragmented
estates, machines are less able to produce efficiently and with good capacity
utilization than larger lands and fasizes. In the latter, theesults of farming are



also higher, which makes it possible to eaike level of mechanization more
quickly[ Haj d¥ (2018)1].

The parallel phenomenon in Hungarian agriculture is a significant excess capacity

and inefficacy at theeconomic level. Particularl t he s maluseopr oducer sd
assets is wasteful, although the latilization of resources can be seen in all sizes

of manufacturers. At the same time, farms with a lack of capacity acquire the

necessary resources in the formaafge services rather thamsome other way of

cooperative solution [BaranyaiT - t h Vilbgradov-Kov §¢8s8ry (2014)].

The outcome and profitability of agricultural production are greatly influenced by

the form and effectiveness of cooperationbee en produdde&8fpFak8csn®
(200 3) ;(20074.HrBst is transition economies [wticularly important, as

in these countries, the legal system is often not effective enough, for example the

costs of enforcing the contracts are very highfBgei-Szab - (2017) ] .

2 Material and method

My research is based on a primary database, btiteasame time | called for the
available secondary data. A questionnaire survey was carried out regarding to the
farm mechanization. The questions of the quesame compiled in the cowrsof
empirical research among others covered the following tops education,
family background, level of mechanization, farming profile, irrigation, organic
farming, cooperation with other farmers, group membership, expmttadf a
farmer organizatin. During my secondamgsearch, | used statistics from machine
sdes.

3 Quantitative research

As a quantitative research, | prepared an online questionnaire, which helps to
confirm and refute my hypotheses based on the opinitireafespondents. During

the samplingperiod, the majority were those farmers who were intedem
agricultural production, either as their full time job or just a few hours a day. The
target of the sample was 1200 respondents, which was not initiatgdrandom
sampling techniges. The gestionnaire used to compile the data was compiled
with the help of Google Questionnaire Maker, which was used by social media to
get quick and more responses. The questionnaire was filled by 201 farmers, which
did notchange after the data cléag. Duringthe sampling, | was interested in the
opinion of thoseworking in Hungarian agriculture, so the sample is not
representative.
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4 Hypotheses

H1: Hungarian agriculture is ovanechanized considering the size of farming

H2: Hungarian farms eamot conpete due tdheir size and revenue

4.1 Examining the hypotheses

Nowaday, Hungarian agriculture is served by 159,000-petfpelled engines, of
which 120,160 are tractors and 10,770 are grain harvesters.

82.4% of the tractor park usdor production is operateon individual farms, and
17.6% are located in business organaati In Hungary, an average of 3,200 new
tractors are used, with more than 40% of tractors in individual farms and nearly
22% in busiess organizations are ove® fears old. Regarding thechnical
upgrading of the tractor park, it is alsefavourablethat about 50% of the new
tractors are purchased each year are ofdost, but less modern models.

The second most important key mawhiin Hungarian agriculturesigrain
harvesters Nearly 69% of these operate in private farms and 31% in business
organizaions. The new harvesters that are purchased annually represent the most
up-to-date European standards. In individual farms, 30% afbioe harvesters

and in busiess organizations only 1186 them are older than 20 years.

According to the KSH survey, 5,002If-propelled loaders work in agriculture,
40% of which in private farms and 60% of them in economic organizations. The
smaller vesions with a lifting capacitpf less than 3 tons are the majority, but

at the same time it fvourablethat their anod renewal rate is-80% on average

and in 73% more versatile telescopic variants and more exploitable are being .
The truck park hetbeen halved since the charaf regime andpproximatdy one

third of these operate in business organizations, two thirdsdividual farms.

The smaller (supplier, service) trucks are the majority of them. This may also be
due to the fact that the peof heavy duty offoad tru&s is very high, which is

why farms prefer tractetrailer deliveries.
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14. Figure: Distribution of the main agricultural machinery between individual farms and
business organizationgsource: KSH, own editing)

The basis of my hypghesis is that no matter Womuch the Hungarian farmers
have access to various EU or domestibsidies, the fragmented land and the
machinery of different levels of development alone make it harder to pribepe

to be cohesive, think as a group and afeeaccordingly.

Regardinghe mechanization of their farming (Figure 2), almost a quarttétose

who completed the questionnaire replied that only the most necessary processes
were mechanized, and in the@se of one fifth of them the labeintensive
processes had been mechaniz4?o of the respondents said that their economy
was satisfactonyl mechanized, 10% said they were mechanized more than the
average, and 1% said they nearly completely mechanized.

1%

® the most necessary process were mechanized

u the labour-intensive processes had been
mechanized

 the economy was satisfactorily mechanized

mechanized more than the average

mnearly completely mechanized

15. Figure: The level d mechanization according b the respondents participating in the
research (own resource, owedting)

Examining the impact of the support system on technical development, several
authors stressed thdtrect aids have no or only indirect impact on agtimall
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investments, so theirole is not decisive in agricultural innovation processes
[Varga(2006,2009 V&8s 8ry (20a.8pl0)Mohamed et
Costincome relationships are fundamentally influenceddifferent support and
financial regulatory systems. Mever, in this case, as Wwitmost technology
changes, the producer is interested in the erpalirect profit or indirect profit
benefits. In this case, it can be stated that there are two major raggegfeosts;

the variable costs depend on the growttthe farming, while thdixed costs do

not change due to the growth of the farming. Rienitechnology banges in both
cost categoriecf Tam8s (2001) ] .

In economic terms, the slow spread of techgglis not only explained by the
need for extra investemt. Partially targeted spprt could be used to promote its
spread, partly through furthsrpport for environmentally conscious farming, but
the indirect agricultural innovation preference throughtthesystem could also
help [(V8s8ry08].2008); B®res (20

According to Zahalkg2010), the widespread use of precision technology in the
United States has accelerated, as a significant proportion of producers have come
to realize that the adaptation of anany elements of production technology as
possible ¢ factors affecting compéitieness is crucial. On the one hand, cost
efficiency appears, otiheother hand producers are excluded from certain markets
due to the lack of complete traceability of thedhrction process. The study of the
economic relationsps of precision crop prodtion should receive a prominent
role in the future, examining étissue primarily at the operational economy level.
The exploration of macroand businessconomic relationshs can lead to
clarification of the tasks of the panipants in the related ingtries. In addition,

the financing anomalies of the innovatiormges s can be i dentified [T. Gy
(2011)].

Regarding the examination of the prevalencepddcision crop production in
Hungary - although we have no knowledgd a representative surveyn this
subject- based on the experience so far, the propomiopeople using multiple
elements of precision technology in Hungary should not exceed 5%nus.fahe
process is still somewhere in the early stages of adoptetsoductions. The
reasongfor the slow spread include the lack of education and expdReme
(2008), Kalmg&§r (2009)1].

Precision technology will become more widespread if producexspathat they

do not always have to strive for an "independent exgtioThe use of a service
based on consultancy or the development of common forms of maok@ée
assumes that there is a sufficient degree of trust among the participants [(Popp et
a.(@02) Takg8cs (2008) Pecze (2009)17].
Data from my research shows thate thmajority of respondentsonsider
agricultural activity as a supplement to earnirjs.8% of the respondents were
women and 62.2% were men. Approximately 85% of those completing the
qusstionnaire have a main job, 80% of whom do not work in agriculture
(3.Figure.
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16. Figure: Distribution of main job sectors indcatedby respondents
(own resources, own editing)

Earlier research estimates suggest that revenues of 20 million forints withtgene

annual revenue that ©acreate the conditions for individual farming. More than

threequarers of the farms (77%) daot crosshis sales threshold, and only 15%

of them meet this -BcriGtelSzabo [29817B&ranyali
Data from the responseto my questionnaire suppathe above statement, as

nearly 89% of the respondents stated thetr sales were below HUEO million

(4Figure, and even 83% didnot even achieve HUF 10
means that if two people in a farlyi are engaged in agricultural agty, then the

two farmers do noteach the HUF 20 million revenuis,according to the previous

estimation esarches they are not able to create an economically operating

individual farming sgtem.
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4. Fgure: Distrib ution of the annual sales revenue of the farmers participating in the
questionnaire
(ownresources, own editing)
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Summary

My research has supped my hypothesis, both the sales statistics and the
respondents who filled out the egtionnaire; confirm thathe Hungarian
agricultural industry has been oweiechanized. The agrilture of those countries

can produce more efficiently and competitivelhere these funds are available at

a higher level amh their utilization is at a highe | ev el [Hajd¥ (2019)].
Prdfessionals and the government are constantly working on developing th
necessary conditions for precision technology: educating and engaginguihg
generation in the sector, supporting the pase of agricultural machinery én
moving to organic farmingor mentioning the promotion of irrigated areas. But
one thing is sl missing. The fragmented estate system and the small farms do not
allow the possibilities provided by precision farming & éxploited by Hungarian
farmers.There is a discrepancy purchasing machinery. Grants are available for
the development of theachine park, but in order to be able to use the technology
offered on thdray, there is no need for a machine park of ttie;sso to say the
Hungarian agdulture is oveimechanizedbut not efficient enough.
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Abstract The current study is presenting a strategically new idea of investigating in
manufacturing locally a sigjle-use disposable laboratory device with scalable and suitable
technology on the research gmlevelopment (R&D) laboratory makfield in Hungary,
where norprofit (universities, academid) and forprofit (private research and contract
labs, pharmaceutal laboratories) laboratories are equipped with wieliown,
international laboratory instrurnts and devices, except for conabias, which can be
purchased directly from local producers, savings rethidin transaction fee. Thus, those
Hungarian manufaeirers for small plastic and glass lab consumables have found the
niches on the laboratory miet to cover the general needs lotal laboratories on a
reasonable priceThe paper mainly focus on the production plan of the implementation of
manufacturing écally a microbiological and enzymatic as well as wastewater management
for sustainable engy consumption, membrane bioreac{MBR) lab equipment as the

tool of biotechnology for the market. As technology innovation is the main driver on this
closed, narow scientific market, the best feasible plan must be connected to new innovative
scientifc approach, creating yet uncoverettiee market, where brand new opportunities
and possibilities are warmly welcomed to set unknown research directions. The
implematation of the investment contains detailed production calculation as well as
applies for funding supports partly. Besides pratag a brief overview of the most
important aspects based on the efficiency of the use of EU development resources towards
sushinable economic growth in research in the EU Member States, highlighting Hungary.
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Keywords sustainable, bioreactor, EU dev@lment resource, laboratory market, feasible
plan

Introduction

The laboratory market is a small, narrow segment with high {3esitivity.
Purchases are made through mainly public procurements, even for small
consumales, where price and references aeerttost relevant factors to be taken

into consideration. There are around less than a hundred distributors representing
the weltknown international manufacturers, mainly on an exclubase right, as

sole agents in thgary, but no local manufacturers faboratory equipments exist

up till now. R&D development and cost reduction for laboratories through
innovative, coskfficient single use lab device can be a solution for many
operational difficulties laboratorieseafacing continuously. EU funded projdor
technically developed price sensi-tive,
use bioreactors (SUBSs) versus robustndésis steel bioreactors production can
cover the growing needs of laboratory researchasne and Neubauer pointed out

in 2018 that although the scalability of stainless steel bioreactors has been
investigated for more than 50 years, and many methodbhdarharacterization of
these bioreactors have been evolved, the investigation of ditalabisingle-use
bioreactors (SUBs)antains several new challenges.

The disposable bioreactor is a stafeart quality singleuse system mainly used

for pharmaceilital field in cancer research or new drug application production in
medicine. Disposabléioreactor is used for modern cancesea&ch to produce
agent against cancerous cells by gaining antibody from a cured host body and
transposes into the mammalianlsglLopes et al., 2015) Membrane bioreactor
(MBR) is also a wellestablished, mature tewblogy with many fulscale plants
arownd the world treating municipal and industrial wastewater (Meng et al., 2011).
The recent R&D advances in MBR technology witlyarel to energy demand
reductionis being the technology key challenge and important aspedBR
functioning (Naessens et alQ22). These R&D efforts and continuous interest in
MBR technology has led to an increased number of academic publications and
MBR-related reviews in the recent years (Krzeminski et al., 2017). Key challenges
facing the developers and endsers of singlaise bioprocessing technologies
include their limited scale, the restricted diversity of options, the lack of
standardization, ansome remaining performance issues that can be addressed by
further research and developmgGottschalk, 2010), which must beesgome
during the planning of implementation.

The current case study introduces a local trading company, who intends to
implemert the production of singlese, disposable bioreactor, is on the laboratory
market repreanting several international compan@s an exclusivéase trading



right for almost 30 years, but has not had its own production on lab equipments
such like any othesimilar Hungarian distributor companies. The company has
realised and come to the idesing its long years experiences anemlenarket
knowledge that there is a good opportunity arising on the market to manufacture
an outstanding laboratory device, larket research has to be done by gathering
relevant information prior to the preparatiohthe project, mining only relevant
data and insights concerning and supporting a successful execution.

The scrutiny provides detailed destination plan with findrizdéekground for the
implementation of a biotechnological tool used frequently in miclobical
laboratories. The growth ofrgjleuse manufacturing technologies is anticipated
to reduce biopharmaceutical manufacturing costs and several recent innovation
have facilitated the implementation of integrated manufacturing facilities based
entirdy on singleuse technologies. Schukknd Gottschalk (2013) anticipated
that all these areas will expand significantly in the years to come, bringing
disposable tectologies to the forefront of biopharmaceutical manufacturing in
both clinical and commeral manufacturing settings.

EU funds support

The European Unionds | atest growth strategy, E
strategy for smart, sustainable and inclusive o wt hé contains targets f ol
and private R&D investment in order to provide amstius EU competitiveness,

as the mainbj ecti ve of countrydéds devel opment, wi t h
efficiency set to ensure the strategic goal of 3% of GDP. Accortinthe

publication of Gorzelak (2016) the 202820 period could be the final phase of

substantial Cohesion Policy (CP) transfe¢o the CEE, and this programming

period has an increased focus on innovation and R&D support. Petrariu et al.

(2013) reveals in their study that development level of a country is the engine of

innovation, allocatig funds to research and developmenthis main source of

support offered in this respect. The CEE countries had a rapid economic growth,

but a growth not based on the innovation process. Innovation is in augatch

process, related to the growth rate (®et et al., 2013). In Hungary, grargaid

from EU Structur al Funds related to the 6Scien
New Sz ®c h e nfipancind ihn@vation actvities was EUR 680 million

over the period of 2010 to 2013. One of the most impbrtamponents of

innovationspecific EUf unds supports higher education insti
research infrastructure development expenditures. (Eurostat statistics, 2018

Mar c h) Wi t h t hese fundi ngds supportiveness c a
implemenation of the R&D tool.
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1 Methodology

The authors attempt to use the concept of Exponential Marketing Process for

planning the new direction by producing disposableingleuse bioprocess

mixing system- bioreactor locally on the Hungarian laboratory tlire aim of a

long-term success, instead bfh e usual standard, 6ol d fashioned
marketing process for a naustainable business result.

Methods will include the following

- Destination planning

- Value Diagnostic

- Brand architecture

- Fully integrated communication

The planning rts with a current evaluation of the laboratory segment. The
market evaluation is carried out by multiple research methodology, where the
process of discovering customer needs is done by specific scientific disectio
Unfortunately, adveising agenciesannot come into terms, while creativity is not
functioning on this market in the common sense, only scientific knowledge.

Currently there are no local manufacturers in Hungary for-tégh laboratory
devices, ont for small lab consumaés. All generhlaboratory devices or specific
analytical instruments are being produced by international manufacturers leading
back to some thirty, forty to sixty years of history with great scientific and
technical experience. Kan the present marketigition into onsideration, there

is an outstanding opportunity for Hungary, situated in the centre of rréddle
Europe, to find a niche segment in the laboratory market, where there is an
intensively growing need for specificdaratory equipment, foreting up a srall
production facility, manufacturing a certain kind of laboratory device.

It is not easy to identify the right niche, which needs are not yet served and fully
covered by international supplier and still gives enopgtential possibilitiegor
long-term strategy. As highech analytical instruments or complex specific
devices cannot be competitive besides the experienced international suppliers, the
right decision had to be made by 360 degree of market valuationafidmown
suppliers as ell as customes. The market research has to be carried out
concerning not only American and WdsStur ope an | aboratory equi pme
manufacturers, but also the emerging market; especially China has to be
considered from this aspecthe aim was to find a riie market forspecific
research area where local laboratory products can be launched into the market,
beating the currently available laboratory devices with a brand new idea on an
international level and skim priegise the markesegment.



First step ofdestination mnning was to find an idea to break through the
presently available scientific equipment after carefully examining the whole
laboratory market from research and development aspects. To be able to
brainstorm new ideaen this special market,ne needs manyears of market
knowledge and experience both on demand and supply. Western countries
suppliers are way ahead in innovation technology, which is the most relevant key
factor in this market. Besides in the last decatle, market is restructed by
Chinesema n u f a ¢ t u ramdralsodquatitywisec At the beginning of 2000,
Chinese manufacturers mainly copied technical specification of westzde
products, but nowadays they put more and more investment into R&[Rh whi
might mean presumabbythreat to ta Western World on lonterm.

The process program has to be a strategic guide towards business growth in its
meaning by achieving sales volume as well as the set profit goals for the company
and its targeted customer&lso it must deliver @ar communic&n and sales
strategy in alignment with the set objectives. And lastly it is important to be
defendable that the strategically idea and methods of success should not be
acquired or copied by competitors. The produttihas to be protected by
technology ptent.

The three processes have to comply with the following tasks:

Meaningful: finding the gap for special needs of the customers by
examining the scientific research fields, where new applications and validation
methods can be discovered ka supportingnew design with compelling value
proposition.

Deliverable: messages as well as set strategic objectives have to be
delivered by the right types of communication channels to reach out for the right
target group. It &s to be a longerm conept with integated multiple campaign

and consumer touch points that can be easily understood to the target group.
Investments have to be wddhlanced by the expected and calculated sales goals
as part of the future growth plan.

Defendable: as it is a eientific spedl product, with a secret knew

how production technology supported by a protected market or even patent, the
gained success cannot be acquired by competitors on the segment. Material to be
used for the laboratory diee is under strict FDArad EU regulatin control, same
compliance as for medical devices; therefore production is highly protected and
not easily copied by manufacturers.

The main aim of effectuate a successful business through investments is by putting
great focus on developmenf a customefocused products by constant,-tgp
date technical service, instead of functional benefits only.

The ideal objectives must contain awp wn ref |l ecti on of the company.
and strategy, addressing current fetwuccess, as the wholéming is raber
forward-looking. The targeted market is one of the main profitable and highly
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driven by the latest research results, the pharmaceutical industry field is a
promisingly developing research background for the futlitee planning also
includes and integttes external and internal measures to examine -tidsle
between performance measures in the past and future success prospect.

Value Diagnostic

As the product was already introduced in the planning section, it iaral mew

idea of a dispaable, singleuse system, proactive and very useful in the laboratory
pharmaceutical, microbiological and wastewater management market. Therefore
lots of data has to be gathered as well as collected for value diagnostic customer
value driven concept. The sut o me r gdifit knewlddgenand research
experience is essential for setting up the production technology to be able to give
the professional endsers the solution they require for their application methods.
While it is proved ¢ be a technologgpeciaized, innovatre and produetocused
scientific market, where international, w&hown companies are competing with
each other. Determining requirements of the laboratory market the continuous

technological improvement which oftetargeting to satisfy ciso mer s 6 | at ent
demands. It could be useful to consider implementing well assembled Quality
Function Depl oyment (QFD) functional system ba

share its measures and results with the manufacturers continubustyg the
product develpment processn the centre of development quality assurance shall
be essential. QFD system complies with both the declared and latent demands of
the customers and its main target to produce a quality product focusing on the
satsfactory of the clientele

In this propct the authors attempt a diagnostic approach on the laboratory
equipment market and execute the whole process to enable to break through with a
new idea which is unknown to the local laboratory market. Taken thadatienal

market into corideration diposable, singleise system for a laboratory device is

not a common solution yet, but the needs for shugle system starts to accelerate

in the laboratory market.

a. Value Diagnostic Resulisldentify Key Growth Opprtunities
A Target Consmer Assessment
A Target Buyer Assessment:

These two can be considered as the same target group in this case, as conventional
consumption in this sense is not a relevant term. Buyers areisensl here,
working in laboratories andarrying out professiohna&cientific researches, which

can affect human lives and common future towards sustainability. So business
success simply lies on scientific decision.

A Brand and Product Portfolio Assessment

Brand positioning is always easier f 8 manuf ac tound esrledding bac k gr
back to several decades of experience and having significant reference lists world



wide in its sales history. In the present project the company has to face difficulties
concerning production knowledge, which hasht® overcome by professial
customer vlue driven approaches, such as damd availability and application
consultancy. The product portfolio will be considered as an outstanding product
possibility. Advantages cited for singlese system, such as incsea in batch
success rat eliminatingpotential cross contamination, more rapid changeover
between campaigns, reductions in water and waste water requirements, and
eliminating clearin-place (CIP) and streain-place (SIP) validation (Barnoon et

al., 2008.

A Related Product Asssment
Relatedpr oduct from the customerds aspect i s
education on this research field, whil e

disposable plastic, singlese products are becoming more and marpufar in
everyday life,and so as inhie laboratory segment concerning consumables. They
are easy to use, practical products, but it has to be emphasized that the lifecycle
approach does not always have positive effect on sustainability, especially
environmentally.

A Current Peiormance Assessent

The company is well running business enterprise, already with a good reputation
in the laboratory market. It has promising opportunity in production area as the
first mover in this field. Detailed calculation rfanvestment will be preented
shortly. Also the net present value (NPV) saving will be introduced for single
used system versus conventional device implementing a scientific article for such
purposes.

A Competitive Assessment

There are several internatenbioreactor manufactars worldwide,but most of

them are not specialised for disposable bioreactor, while its operational field is
narrower, than stainlesseel conventional bioreactors, but extremely useful and

can be profitabl eintfofrvievn Locah eompgtoroateunoter 6 s  p o
existing yet and only a couple of international ones (Sartorius Inc., Solida Biotech,
Eppendorf) can be found worldwide. No Chinese manufacturers so far, which is

very positive fact for the execution of the local protion. Western competits

will be eager to be skimmed pricwise.

b. Some Key Value Diagnostic Questions

What are the current customer attitudes towards the brand? Are there any
limitations?

The only limitation on the laboratory segment is the spetifieche market to be
targeted concernintipe research field, where the product can be successfully used.
For pharma field singleise system supports the best practise with high value in
this field. The advantages are much more significant and incompaxmlhe
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conventional bioreactor. The swss on the market lies on the efficient marketing
communication towals endusers by highlighting the main factors. Singke
systems have large positive impact on the layout of a facility and also may affect
automaion strategies, clean utility requirents, floorto-floor heights, project
timelines, procurement schedulesd even area classifications like heating,
ventilation, and aiconditioning (HVAC) design. Facilities that use only single
use processing sometes realize substantial advantages oeenventional
designs, but tend to be limited in scale. Space is anamlity in laboratories.
Some steps have to be taken to reduce the amount of space needed.

What are the different usage purposes for specific bParttsv does that differ
from the rest othe portfolio? What are the main differences?

Conventional stainlessteel bioreactors are designed for more extend usage for
several other industrial fields, such as food and beverage, pharmaceutical,
cosmetics, etcThose manufacturers, who produce sngge systems, all have the
same technical specifications (specshdmtory devices cannot stand out or to be
differentiated by application methods or in this case designs. They could vary in
control units in softw@re and automation technologies.

What ae the possible competitive reactions?

Once singleuse system achievéhe excepted reaction and proved to be
economically sufficient, other international manufacturers will be awaken and
taken by the opportunity th#fhte business idea is excellent. Thegted niche is
small and specific, but the scientific background,cesinmesearch is so tp-date

and increasingly important for the future, so the market is expanding continuously.
Pharma as a feprofit company, $ financially a strong player on the tahtory
market.

What is relevant to communicate?

Professional resedrcapplications must be clearly communicated at conferences
and exhibitions. Also professional application consultancies can be made through
personavisits. Providing demaunits for tryirg out for a few weeks can be also
advantageous. Not only visibilitys iimportant, but physical usage in laboratorial
circumstances. It has to be emphasized that the product is innovative bioprocess
equipment, providig outstanding bioprocess solution oa tharket.

Brand architecture

Brand positioning is highlighting theehefits and product differentiation in
customer value on the laboratory segment, targeting pharmaceutical field. The
distinctive advantage, so oadl competitive advantage, is the pereéidifference

in the customer value. Awareness is irrelevant conegritihe product on the
market. The aim of brand architecture and brand positioning at the company, is

achieving customer s #odelivernd eustsnteavalde. br andé s

v al



During the process of brand positioning more efficient and effective brand
comnunication tools have to be implemented.

Marketing is a science from this aspect, so using the right kind of tools
combination is essential for tieisiness success. Positioning is naheaniracles

done with the product, is how to position into the cuggams 6 heads. As
is a research product, it has to be approached by scientific knowledge and

professional application consultancy.

The singe-use system has several advantagesugethe conventional stainless
steel bioreactors. Singlese systemseduce capital cost, but the right targeting is
the most important as in many cases life cycle costs can be increased. A scientific
article provedin BioPharm International by Barnoon @t in 2008 that in many
applications, capital savings are offset imgreased operating costs. Another
scientific article states by Gottschalk in 2012 that the environmental benefits of
the reduced energy demand dam said to outweigh the increase inidakaste
generated by the disposal of singkee devices.

Functionalbenefit is very important in this case. Actually is even more important
than service, as repair and maintenance do not come into picture fosgbheatle
unit. For other laboratory desés, equipment service is a highly value added
product.

Brands are amainers for the total crucial experience of customers (zip of values).
The brand new brand is very promising and provide special experience,
furthermore develops relationship between slaées team and the customers for
longerterm.

What makes a great bdm It has to be creditable, delivering promises and-well
educated towards researchers on this market. Creditability is one of the main
concerns irresearch field. All factors and circurastes must meet the FDA, EU
regulations requirements and has to b@ Esandard proven.

Once the brand architecture is successfully built on the laboratory market and the
device launched in an appropriate way. Thenppany 6s aim i s to
enhancette reputation and integrity of its clients in the segment. As latrgrat

bi

oreact

consi st e

mar ket is a very <c¢losed, smal | and specific f

rapidly. The more references the product achieve, the easieill itbev to
strengthen its position. It watd provide a free way to public procurement, which
is the most commopurchase source, especially for fbwdget norprofit sector.

Fully integrated communication

Fully integrated marketing communication is needéth wnmense capacity to
provide bespokand premium 360 degree communication and marketing solutions
to the customers. The company is passionately and irrevocably committed to
satisfactorily delivering higiimpact results to all its clients. As the prodist
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serving a scientific research fielttaditional tools do not always bring success.
Messages have to edy forward to customers.

Creating marketing content to the related market segment:
A Brochure

A Application Notes

A Battle Cards (Internal documts)

A Video on educational purpose

A Customer testimonial.

Best practise is personal visits in this marltect marketing can be used to be
informative, such as:

Companyds own database,
Webinar,

Linkedin,

Application Notes,

Leaflets

e-Blasts

Marketing communication can be made through EDMAI&ts and Application
Notes. Printed advertisements can be published in the following papers:

A TechnologyNetworks
A Eurolab

A Analytical Scientist
A Separation Science
A LCGC Europe

Multiple researchmehodol ogy can be i mplemented to find ¢
for the product. Content is more important than anything else in this scientific

market. The aim iso build up longterm loyalty, which lies on creditability and

trust in the product. Hidlghting Functional benefits is the main concern in this

matter; however the productés | aunch has to in
even though it is a purely isatific product for research and development

purposes. The emotional part could covertaia emmthically feeling for

cancerous diseases and other kind of sicknesses. Researchers are deeply

committed to the subject with highvel of emotional intelligere. Through

emotional approach great value can be delivered to the customers.



In this fid d O0a&thevel ined (ATL) and Obelow the 1linebt
communication are rare approach to be successful on a scientific market.

Concerning ATL tools only scigific publications can be mentioned and their

effect are being measured as results. Megiats ad internet banners have no

relevant roles in this market as the target group is relatively small. For BTL only

e-Blast and flyers can be counted as possitdekating communication tools, but

sales goals cannot be accounted to these kinds of fiome@mna bigger scale.

However, Integrated Multiple Consumer Touch points have to be implemented

during the marketing process through conferences attendances, tlabmms

instruments, scientific workshop, trading shows as well as technical application

consultary, as an exponentiflased concept. Giving out derdevices for testing

is essential for the engsers to have the opportunity to try the product out irr thei

own laboratories for research purpose. Personal experience can built loyalty. Once

the product tas some positive feedback fromemds er s 6 own research exper.i
it can be communicated as references on the market, which is the main step of the

socalledo Per suasi on Hierarchy of the Motivation Ar
collaboration wih key-acount customers is suggested to develop methods.

2 Performance Alignment

The very first milestone is the idea to be born to be a market product at a later
stage as Value Proposition of setting plans. During the planning and construction
phase cotrolling panels and milestone goals are set.

For the financial implementation credit has to be borrowed. After careful
consideration and mar &f&@3milioreHUE, avil belthe Sz ®c henyi Loc
solution. It has an extra handling cost and transferdf 500000.00 HUF, which

is already built in the Investment cost calculation. Another possibility is to apply

for EU funds supporting R&D innovation technology for eorm efficient

research.

As profit margins for membranes are lowered but as the ¢WBR market itself
grows, it is expected that many more mergers, acquisitions, and divestitures will
take place. (Krzeminski et al., 2017). The economic benefits ofoskdye
technologies are becoming more important because biopharmaceutical
manufactures are faing increasing pressure to reduce product costs while
maintaining product quality (Walsh, 2010).

Table 1. describes the cost savings based on a scientifie dyidarnoon et al.
published in BioPhram International in 2008, for a conventiortalnlesssteel
bioreactor versus a singlese system. It can be detected that the savings are
significantly huge, more than 8,000 Euros, which can convince costumers for
certain, taken all the positive factors into consideration as extra advantages.
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Equipment deleted

QTY | Description Price Lange Total
(USD) | factor | (USD)

4 100L buffer hold tank, portable 70.000 L5 420.000

4 | 300L buffer hold tank, portable 105.000 1,5 630.000

2 |400L bufferhold tank, fixed 100.000 4,0 800.000

4 | 600L bufferhold tank, fixed 120.000 4,0 1.920.000

2 | 2000L buffer hold tank, fixed 150.000 4,0 1.200.000

1 | 500L buffer prep vessel. agitator, vent filter 90.000 4.0 360.000

1 | 1000L buffer prep vessel, agitator, vent filter 105.000 4,0 420.000

1 | 4000L buffer prep vessel, agitator, vent filter 125.000 4,0 500.000

2 CIP skid 350.000 3.0 2.100.000

Subtotal deletions 5.350.000
Equipment added
QTY | Description Price Lange Total
(USD) | factor | (USD)

8 |20001T fixed bag holders w/load cells 20.000| 13 200.000
20 |500L portable bag holders 3.000 1.3 75.000
35 |[100L drums w/ dolleys 300 1,0 10.500

Subtotal additions 285.500

Total equipment savings (USD) | 8.064.500

Table 1.. Captal savings for singleise buffer bags based on the scientific
publication by Barnoon et al., 2008

In Table 2., operation costs can be observed for disposéneabtors. Same
effects can be observed for every day working costs, as in Tabéanbngtranhg
equipment expenditure for buffer bags and hold tanks. It is clearly depicted, that
singleuse system proved to be economically more favourable. Not to meh&o
advantage concerning laboratory space, as it is always one of the main issue in
laboratoies shorten in space.

Item Cost

Validation labor rate (USD/h) 50
Maintenance cost, % of direct costs (QA) 3.0%
Water used per buffer CIP (L) 2000
Buffer preps per batch, base case 7
Buffer preps per batch, singleuse
100 L bags used per batch

500 L bags used per batch

1.000 L bags used per batch
1.500 L bags used per batch
3.000 L bags used per batch
Labor hours per CIP

Labor hours per SIP

Labor hours per bag set up

R I [0 [ U [ FYCR [ W)

Labor hours per buffer prep

h

[N ST

Conunission hours saved

[FEREY
~1 |
—

Qualification hours saved

Table 2. Rates and quantities used to estimate operating cost savings feusingle
systems: Items which are assumed to be constanthimhvonly affect the first
year based on the scientific publication by Barnoon e2@08



3 Results

Once the Value Proposition is done and ready to be accomplished, Delivery
Promise of how to reach the target has to be implemented. Goal realization has a
strong financial implication to be calculated.

Profit Calculation for a Single-Use System:
Revenue:
The market price of a pair of single-use system:
Furo /1,000.00
Investments:
The production price for 2 pieces is around:
Euro /450.00

Technical development engineering of the system:
Furo /15,000
(min. 60% of total prototype investment)

150 pcs of Prototypes for launching, testing:

Euro33,750.00
Labor cost, bank credit cost: Euro 25,000.00
Marketing costs:

Conference attendance (local) as exhibitor:

min. Euro 500-1,000
Conference attendance (international) as exhibitor:

min. Euro 1,500-3,000
(Depending on the rented square meters)

Brochures (500 pcs) Euro 500

Total expenditure (for launching, start-up period)
min. Euro 78,000

(Minimum investment is calculated for only oimernational and local conference
attendance, excluded personal visits and labour force costs)

Target group:
- 5-6 big pharmaceutical companies (Teva, Rictigis, Sanofi, Mylan)

- several (around 480) small private pharma laboratories
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Calculation 6r Returrorn-Investment equation
78,000/1,000 = 78

Minimum 78 orders have to be received for returning the starting investment in to
the project. The goal is t@ach at least 10 orders for the first year and 30 more
for the year after. Investment hmsbe returned by the 5th yearhe successful,
concerning normal profit with positive NPV calculation.

Within the near future (in 5 years) increasing or staptevth of EBIT margin

allow for further investments. Expanding sales activity towards thér&edsast
European countries (CEEegion) followed by some successful trial period in
Hungary. Export activity based on a singlistributor channel, where thendll be

solely one representative appointed to be responsible for a certain region by
achievirg yearly sales goals to be set.

Conclusion

Product efficiency has to be evaluated, by questionnaires and deep interviews with

the endusers prior to the produoti. During market research Outdoor
communication can be opened with gather all/l re.
needs to & integratednto the technical specification of the product. Producing

laboratory instruments for demonstration goals can leatbyalty by Indoor

communication for setting up a supportive reference background. Feedbacks must

be gathered and followagh by ¢ u s topinioesrtd Ise successful in the

laboratory market. End ser sé6 per sonal research experience
to bespread and shared in this scientific niche market segment.

Singleuse technologies began as an innovative alternative tod &gaipmentin
Schluka and Gottschalk conclusion remarks in 2013 the increasing pressure on
capital and operating costs, the rizkproduct crossontamination, and the cost

of cleaning validation all conspire to push manufacturers away from fixed
equiprrent and to eforace the significant advantages of disposable processes. The
growth of singleuse manufacturing technologies is aiptidded to reduce
biopharmaceutical manufacturing costs. Several recent innovations have
facilitated the implementation of grated manuafcturing facilities based entirely

on singleuse technologies. The authors anticipate that all these areas will expand
significantly in the years to come, bringing disposable technologies to the
forefront of biopharmaceutical manufacturing lith clinical and commercial
manufacturing settings.
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An Analysis ofL eadershipCompetencyModels

Tunde Tothne Teglas, RekaSaary

Abstract The role of leaders is exceptional within an organisation; success in our
accelerated world depels on their leadership skills, suitability and aptitude. Efee,
organisations need competent leaders that are able to operate the organization in an
efficient and effective way in a changing environment. Competency models endeavour to
collect the mosimportant criteria of outstanding leadership: those persaratacteristics

that define their success. In our study we present three general leadership competency
models in detail. We analysed the corporate applicability of these models based on their
measurability, context dependence and their planning aspect.

Keywords: leadership competences, competency models

1 Introduction

According to Boyatzis (1982), the effective and efficient use of the majority of

resources in an organisation depends onthegnanas 6 deci si ons, activiti
thoughts; therefore they have bete essential organisational resources. The

importance of leadership performance is in fact becoming more and more evident;

however it is less and less clear what this performance should sohs o f . Todayo6s

leaders have to revaluate their tasks duringeiinwork (SalamorBatsleer, 1996).

Market competition forces companies to develop new, flexible strategies and

structur eéSz.ab( H8 ”2dDrli7) This is confirmed by a Yy
international consulting company among CEOs. According to their sisain

domestic and international markets (PWC, 2017) they call the attention of leaders

to the fact that in a changing environment, successful leaders need to be able to

operate successfullp controversial situations. At the same time, there is a lack o

examples and guidance as regards the expectations pertaining to the changing role

of leaders (Karcsics, 2012). The organisational hierarchy begins to dissolve in the
confusion of situatonsvher e Aeverything is connected to e
wor | disaufptAve innovationodo (PWC, 2014) |l eaders m
of the conventional forms of power and the limitations of the customary

motivational tools. A writing of McClelland in I3 was the first to suggest that

for the definition of outstandmleadership skills, the methods conventional at that

time should be abandoned. The research of Ghiselly and Michel (1968) showed

that the correlation between testable personality traitsremk performance may



reach a maxi mum of OB t&3200%. Ifsteaal sMeCellamch K&r ol yi n
(1973) analysed outstandingly successful leaders and compared them to those who

only achieved average performance. Based on the comparison, he called the

differentiating characteristics competences.

2 Presentation of lea@rship competency models

The first projects in competency research seeked exactly the answers to the

questions about leadership excellence (LeBafstterton, 2005, Simon, 2006).

Leadersthp competency models endeavour to identify the criteria of successful

leadership. The general leadership competency model that will be presented here

was based on the extensive analysis of perfor mi

The Management Charter Initie¢ (MCI) leadership competency model was

developed applying a mettoba s e d on a functional (Aout comec¢
(SalamonrBatsleer, 1996). The goal of the MCI with the competency model was to

establish a national framework in the vocational training sysiérihe United

Kingdom. This approach takes the jobs and tasks la@sa and tries to define

competency areas which are required for the competent performance of the given

job. The competency model also contains the detailed description of satisfactory

performance, as well as the method how to measure and confirm penfzenha

addition to the detailed descriptions, the MCI identified the background

knowl edge and abilities that, in the MCIlIb6s exp
develop in order to pesfm adequately in all areas according to the requirements.

Despite his, in the functional analysis the essence of competence is what an

experienced leader can perform in a given role and function. The MCI approach is

a general model usable in all sectafsthe economy, and thus it defines a

generally expectable level performance and transferable competences. Exactly

for this reason the original model received heavy criticism, and as a result, the

MCI developed a personal competency model as well (Adhex

Boyatzis (1982) approaches his definition of competency fralifferent starting

point; his system is much more Acentred on the
on personal qualities (Aincomedo) is frequently
analyss and definition of competences flows from the definition of peakArs k i | |

groupso towards | eadership tasks and functions

Consequently, this approach takes the individual as a starting point and aims to

define those persah characteristics; competences that the individual needs to

possessn order to efficiently and/or successfully perform in a given job. As it

focuses on | eadership excellence, it different
can be required from all emploe e s ) and Adistinguishing compet
distinguish an outstaling leader from an average one). Boyaztis (1982) based his

research on the large number of competency analyses performed as the head of the
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McBer consulting company. In his model, he asdthe individual competencies

into groups and defines theirrelatito each ot her. The competence gr
and actionodo Aleadershipdo and AHR management 0
relations. The fourth group i themddd Acontrol of
of Boyatzis, managers can be the most effective if treyelll competencies

defined in the model. In other words, a missing distinguishing competence may

have an effect on effectiveness, even if efficiency is not endangered. However,

Boyatzis (1982) emphasizes that in certain managerial jobs (i.e. at certain

leackrship levels) certain competencies or competence groups may not be

relevant. As a result, the manager may perform effectively in absence of a

competence within a competence group.

With the development of the third competency model presented heCederill

(1989) set out the goal to construct a model that better represents the new
expectations towards management deriving from changes in the business
environment. Increasing global ompetition, technological developments,
customers having newer andwa needs these are just some of the factors that
forced companies to adapt to the new, changing conditions. In this environment,
the change of leadership tasks means that leadersantipdtave to collect and
analyse new information about the eventthie business environment and have to
develop some alternative answers to the possible changes as future changes can
not exactly be foretold. Leaders have to create a network and alteaenables

them to cross organisational boundaries and need engslthat are able to take

more responsibility. Leaders have to take and reason decisions in an environment
where there are no Agoodo decisions. Then they
clearly in order to gain the approval of others as it is their tagketform the
changes aimed at the increase of company performance as well. Cockerill
developed a model during the competency analysis at NatWest that defines
leadership competences servimgstanding performance at these leadership tasks.
(Annex 3).

3 Analysis of competency models

For the analysis of general competency models we used the criteria of Klein
(2001) according to which competency models should have the following
characteristics:

1. Behaviourbound, where Ahowo is more important tha

2. Observableforms of behavior may be evaluated, while hidden traits may
not

3. Userfriendly; the language used by the description of competences should
be clear, it should use generally accepted phrasing, reflecting the culture of



the given company enabling identdiion with thecompany and the feeling
of ownership

4. Planning, as the competency model has future implications, it should take
into consideration changes in the needs of the organisation, otherwise it
would become obsolete

5. Separating: using the same behavé pattern under several competence
names may cause insecurity in the interested parties, therefore it is important
to avoid overlaps and to properly separate classes

Given that the presented competency models were all developed by expert groups

who prircipally take the nature of competences and the professional criteria of

model development into consideration, all comply with the first and the last of the

above criteria at a high level. The necessity of compliance with these criteria is the

actual reasonvhy organisations develop their own competency models with the

aid of experts:maadrot meyelsei Ar edaeédyr system. H
regards the compliance with the other three criteria, the models developed by

external experts raise several dileasrin our study we will analyse the practical

applicability of the presented models alongside these three criteria.

a. The issue of observability and measurability

During the practical application of the models, observability raises issues with the
measurallity of the individual model elements (SancHeavine, 2009). If, in

order to increase applicability, models contain those characteristics that are well
measurable, factors that are less observable but still definitive may be left out of
the models. Thisaylead t o the omission of exactly those
that are fundamentally important in leadership. Based on the iceberg model of
Spencer et al (Szelestey, 2008) it can be claimed that during the development of
the models, the questioned leadersmprily focus on drawing up visible
competences, and therefore, important hidden competences may be left out of the
model. Furthermore, when competences are drawn up, one should aim to define
characteristics as actual conducts or forms of behaviour, dmatdtnes harder

and harder to establish to what extent a competence depends on hidden
dimensions. Based on this, the question arises whether a general model could exist
at all which could be applied to reliably predict leadership performance.

Several artitesint he | i terature bear witness to the defi
emotionbased competences, not only in the area of leadership. (Manpower, 2016,

PWC, 2014) Boyatzis, Goleman and McKee analyse in their common study the

criteria of successful leads#ip and consider leadership to be primarily an

emotional enterprise. I'n theiridenok APri mal |
though many ignore thi§ emot i onal intelligence i s t he Ap
leadership that defines the effectiveness of theelesdo r k . The book doesnoét
deny that the suitable leader should have both soft and hard competences, meaning

t hat thinking and emotions are both important.

€
r
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intellectual abilities are indispensable preconditions of becomiegda, intellect

in itself is not enough, it is necessary for the leader to be able to motivate, direct,
inspire, observe and convince. The emotionally intelligent leader is able to create a
resonance in his or her surroundings that is directly connectperformance.

The authors define four closely connected areas of emotional intelligence: self
awareness, sethanagement, social awareness and relationship management that
altogether include 18 competences (Annex 4). In their analyses they pointtout tha
actually each leader shows excellence in different competences and not even the
best have all the competences. There are many ways to the top and equally
successful leaders often represent radically different styles. However, the research
shows that theedly effective leaders were outstandingly strong in at least one
competence in each competence group. According to the research of McClelland
(1973) leaders with at least six emotional intelligence competences are much more
successful than their countans with more narrow tools. He also showed that
different star managers became successful with entirely different management
skills. One leader is helped by setinfidence, flexibility, initiative, success
oriented nature, empathy and affinity to devethigden skills in others, while the
key to anot he-avasenessustraigbtferaardi nnner, eséifirol,
organisational skills, convincing power and cooperativeness. Altogether, it can be
said that a richer repertoire makes one more effechieealse the leader can
respond more flexibly to the demands that arise in management (Beyatzis
GolemanMcKee 2003). In their view, each leadership style demands a different
aspect of emotional intelligence. The most outstanding leaders use the tools most
suitable in the given situation. Therefore they recommend that for a given
leadership position that person should be appointed who possesses competences
required for at least four leadership styles. Looking at the presented models we
can find that all ofiem contain these emotichased competences. This, on the
one hand, inhibits measurement when the models are applied, on the other hand,
however, enables focus on important aspects of management activity.

b. User-friendliness of the models

The useifriendlinessof competency models is on one hand a matter of form,
demanding that the definition of competences should be clear and should reflect
the company culture, aiding the identification with the expectations formulated in
the competences, strengthening oiigational values at the same time. A very
generally formulated competency model naturally does not comply with this
criterion, therefore many organisations decide to develop an own competency
mo d e | Atailored to the compdelsyeMCInstead of usi
model, for example, should prepare the leaders for the challenges of a changing
world, but in fact the model has classic bureaucratic and hierarchical hypotheses
about the nature of the organisations and the stability of leadership rolegdCrhe
model was based on huge, stabile organisations with straightforward
communication channels and line of command. Thus, smaller or more dynamic
organisations would find it cumbersome to apply these generally formulated



competencies consequently. Thisesthe question how far success in leadership
is personalitydependent and to what extent is it situatitapendent (Sandberg,
2000).

Management consultants Ulrich and Smallwood (2007) have the view that really
successful companies involve a focus onemdl factors in their competency
models and tailor the management models to their own needs. In their opinion,
instead of strengthening the abilities of the individual leaders, a general
management skill should be developed that they call management kand
management brand means stating that in a given situation leaders intend to comply
with the expectations of clients and investors. In the experience of the consultants,
companies with such a management brand educate exceptional leaders whose
unique abities enable them to comply with external expectations. Developing
brands starts with securing the foundations of management and the defining
characteristics will be built on this. This means that they consider general
management abilities to be of import® as a founding basis. However, they
criticise generic management competency models as these would overemphasise
the importance of these basic characteristics. They mention four basic areas where
leaders should act competently:

9 strategybuilding (vision,positioning, client relations)
I execution (functional organisation, results, management of changes)

1 talent management (motivation of employees, involvement, communication,
talent search, development of employees, educating the next generation)

1 Persoml sutahlity (has the ability to learn, to behave honestly, to decide
bravely, and to invoke trust and possesses the necessary social and emotional
intelligence).

From the viewpoint of the advisors the analysed competency models are
fundamentally unabléo didinguish outstanding leaders as they are too generic
and they do not contain that plus that is specific to each organisation, and
therefore maybe the key to market success. According to the authors {Ulrich
Smallwood, 2007) although a leader withstahdirg abilities or one involved in a
special development project may be outstanding in his or her own position,
however this may not bring loAgrm success for the company. Companies may
be trapped if an influential and charismatic leader developssamabrand that
proves to be stronger than the companyds own
significant problems when the leader leaves. In the oppiositethe authors say

if a management brand is used, success goes beyond the individual; tiseivalue
the management brand ensure success by themselves. This means that a well
composed competency model (put together in a given situation) may live its own
life independently of the person in position or changes in the person in position
and ensure outshding peformance for the company. All this proves the
situationrdependent interpretation of competences.
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Several theoretical researchers confirm the institutionally embedded nature of
competences (Bandura 1996, Wilkens 2004, Srivastva 2005, -Saldgajan,

2006). As regards the basic leadership competences defined by the consultants we
can find that those in large correspond to the contents of the generally expected
competences in the presented three management competency models.

c. Predictive nature of the mockels

The most significant criticism towards the presented competency models is their
focus on the present. According to Kleinds
model should be predictive. The model becomes an effective supporting tool of
organisatioal procedures if it has future implications, and takes actual changes
into consideration. Given that the above competency models are based on the
description and analysis of the current leaders, it is in fact questionable whether
they provide sfficient guidance on the competence needs of the future. Placing
the problem in the competency liégcle model of Sparrow and Bognanno (1995)

that analyses the relevance of competences in time, the issue of relevance becomes
evident. The question arisewhether the competency models researched
competences that will stand the test of time or whether they define competences
that were in fact important in the past but will be less significant in the future. This
suspicion is strengthened by the bias effestwoidableduring the research which
derives from the subjective nature of the evaluation performed by the leaders of
their own work. The model of Cockerill set out the aim to comply with fast
changes, but one asks whether he made the mistake that theddslimpeteces

are actually of temporary importance.

In his study, Nadler (2007) seeked the answer to the question why, according to
recent surveys, fluctuation is increasing more and more intensively in CEO
positions. As opposed to the fundamental quoestof compéercebased
approaches that seek the reasons of success, the question here was reversed. It
looks at the possible origin of failure. Nadler (2007) points out the problem that
fast changes in market demands forces companies to constant tratisforma
which puts CEOs to newer and newer challenges. When the board of directors
seeks a new CEO, they consider those experiences to be important that are similar
to the problems that the company faces. Consequently, the new leader performs
well in the inifal period,in the first stage, because the necessary competences are
directly built on his or her professional past and former experience. Applying the
term used in the literature, the leader uses transferrable competences in the new
position. However, irstage twothe familiar problems are unavoidably followed

by unfamiliar problems for which the wedklected CEO not as prepared.
According to the findings of Nadler (2007), leaders that were successful in stage
one are in the majority of cases cannotf@en as sucesfully in stage two.

(20¢

Putting the concept in Sparrow and Bognanobds |

performed well in carrying out a change, but their temporary competences that
lead to a success proved not to be relevant anymore whenfabegt new
chalenges. Based on this, Nadler (2007) recommends to the board of directors



looking for a CEO to search for a leader who developed several leadership styles

or who would be capable of doing so. This finding exactly coincides with the
selectioncriterion stemming from the management model of Boyatzis, Golemann

and McKee (2003). As in this approach success depends on the adaptability of the
leader, the personalityependent nature of success in leadership comes into the
foreground. Based on theperience 6 observations, that leader will be able to
succeed in his or her position on the long term that can flexibly adapt to new
expectations, has a broader set of competences and is willing to change. However,
according to Nadltenmr are aullg 6@ TEOs fvioncdni n g s,
renew themselves several times. In such a case, the possibility of-stefwo
succession should be considered in the CEO selection procedure. Analysing the
gener al competency model s  Dbcamsbe daidmtn Nadl er 8s (2
they are rather static. In a situation that changes so rapidly a competency model
should be developed that is able to handle these changes dynamically.

Conclusions

The |l eadersdé role is outstandadaggatonn an organi s:
is akey to success in our accelerating world. The goal of defining leadership

competences is to identify the criteria of success. General leadership competency

models seek to find those characteristics that enable leaders to comply with these

new challengs. In our study, we analysed three competency models based on

measurability, context dependence and predicting ability. Based on the analyses,

the following conclusions can be drawn:

- The result of theoretical and practical analysis agrees that a broader
repertoire makes one more effective, as the leader can comply more
effectively with the demands arising in leadership

- Success in leadership is greatly defined by personaliatedfactors; these
are mostly emotioibased, saalled soft competences that d@und in
general competency models. However, success is also based on situational
factors, as a leader can only be successful if he takes the environment into
consideration at kior her job

- the definition of outstanding performance in general competemaxels is
unable to give proper answers to the demands related to organisations
changing at an accelerated pace due to the contradictions in the development
of those models

Baseal on the analysis it can be found that general competency models have a
limited ahlity to define the criteria of leadership excellence in a changing
environment and a different corporate context. However, at the same time it can
be said that it still defies several competences that fundamentally define success
in leadership, are oext-independent and stand the test of time.
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Annex 1: MCI leadership competency model

(based on Salamon, G., Batsleer, J. 1996)

Planning in order to achieve goals
1.1.Seeking excellere
1.2.Setting aims and definintheir order of importance

1.3.Checking actual activities and reacting to them considering the planned
activities

Managing others in order to optimise results
2.1.Sensitivity towards the needs of others
2.2.Personal rel@nships

2.3.Gaining the dedication of others
2.4.Podtive attitude towards the issues of others
Seltmanagement in order to optimise results
3.1.Selfesteem and personal motivation
3.2.Managing emotions and stress

3.3.Control of personal learningnd development
Intellectual effort in order to optimise results
4.1.Informaion collection and organisation
4.2.Defining and applying concepts

4.3.Decisionmaking



Annex 2: Boyatzis leadership competency model

(Boyatzis, R. E. 1982)
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Annex 3: Cockerill: the competences of a leader with
an outstanding performance

(Cockerill, T. 199)

Information gathering:

Gathers variable types of information, using a broad spectrum of resources,
establishesan informationrich environment for the proper preparation of
organisational decisions

Concept making:

Creates frameworks, models, developsncepts, hypotheses based on the
information; recognizes patterns, tendencies, reasons and consequences by
conneting various types of information

Flexible thinking:

Defines alternatives or variable solutions in planning and deeisgking;
constantly weighs and evaluates the different options, their advantages and
disadvantages.

Information from others:

Alternately uses open and checking questions, summarises, describes with other

words etc. to understand ot hes;ablewoopl edbs though
understand events, questions, problems, opportunities from the viewpoint of

another person

Directing irteraction:
Involves others in his or her work and is able to create a cooperative group where
group members feel respected, they have prppeers and common goals

Dedication to development:

Creates a supportive environment where the individuals fe@l dwn strengths

and limitations more exactly. Provides training, education and the necessary
resources for development to increase perfonaan

Influencing:

Applies a variety of methods to gain support for his or her concepts, strategies and
values (i.e the use of convincing arguments and forms of behaviour,
establishment of symbols, creation of alliances, inclusion of the interests of)other

Seltesteem:

Expresses his or her own viewpoint or opinion; makes a firm decision if necessary
and behaves deamated to the decision and mobilizes others similarly, expresses
positive views about the possible outcome of the decision



Presentation skills

Presents the ideas formulated in a clear, easy and interesting manner so that the
other person (or the audiefcean understand the message; uses technical and
other tools effectively, builds upon nwerbal and visual communication

Proactive attitude:
Fits the task to the group, fulfils plans and ideas, takes responsibility for all
aspects of the situation

Resultoriented attitude:

Possesses high internal work ethics and sets out ambitious, but at the same time
achievable goals; wants to makes thibgger, wants to perfect them, wants to be
more efficient and effective, measures progress based on the goaisedchi
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Annex 4: The areas and competences of emotional

intelligence

(Boyatzis, Ri Goleman, Di McKee, A., 2003)

Individual competences thesedefine how we control ourselves
SELFAWARENESS

f

Emotional awareness: recognising our emotions, knowledge of their
effects and using them rationally in our decisions;

Exact selfevaluation: knowing our strengths and weaknesses objectively;

Self-confidence knowing our values and abilities.

SELFREGULATION

Emotional control: keeping our destructive anger and emotions at bay;
Congruence: honesty, reliability, openness, unambiguousness;

Flexibility: adaptation to changing situations, ability to overcome
obshcles;

Desire for success: internatrise for better performance, based in
internal needs;

Initiative: ability to recognise and seize opportunities;

Optimism: keeping the positive side of things at sight.

Social competenceghese play role in the controf our social relationships
SOJAL ABILITY

f

Empathy: compassion, understanding and respect towards the feelings
and viewpoints of others, sensitivity towards these;

Political awareness: ability to interpret events, decisions and strategies at
an organisabnal level;

Client focus:understanding and fulfilling the needs of clients and buyers.



ABILITY TO CONTROL SOCIAL RELATIONSHIPS

il

Motivation: a way of leadership that motivates others, carries others and
sets attractive goals to them;

Convincing power: ality to achieve acceptaa of our viewpoints and
goals with others, a great degree of persuasiveness;

Abilities supporting the development of others: advancing the abilities of
others through feedback and control;

Catalisation: setting new directions, iating, introducingor carrying
through change;

Conflict management: tolerating, resolving, smoothing conflicts and
controversial situations;

Relationship building: establishing, upkeeping and caring for a broad
range of relationships;

Teamwork and coopation: creatilg a team, upholding cooperation.
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Analysis of theConstruct of Competence from a
ManagementPerspective

Tunde Tothne Teglas, Reka Saary

Obuda University, Keléfaculty of Business andanagement

Abstract Competencdased approaches have betewidespread and effective toals

HR managementheir main aim is to identify those personal employee characteristics
which differentiate higiperforming employees fronte less effective ond3espite the
widesprea nature of the methodology, theetigture shows that as regards thppication

of competences, several questions still lack unequivocal answers. Competence is a complex
term, which can be broadly interpreteas operative intelligence covering not only
Avhat so, but Ah o wwhén dafisingthe term, sonté cakee corapetence

as a deep and persistent part of the personality, while other interpretations claim that it is a
result of workplace socimation. There is agreement that competencdiriked to
outstanding performance bu it is debatable howoutstandingperformance should be
defined. Thus, the various interpretations differ in these issues: whether competence
depends on personality or onetisituation, whether it can be developed, aftthver it is

linked to the individuk the position or the organization

Keywords:competence, performance, competelnased HR management

Introduction

The advanceof service and knowledge based industryt fashnological changes

and the shortening gfroduct lifecycles put the utilizatioaf internal resources

into foregound. It became more and more important for the organisations to
mobilize their human resources in order to perform their tasks. Armst2iig)

has the view that the task of humasaerce management is to ensure theasc

of the organisation throughe people involved. In order to achieve a competitive
advantage, effective development programmes are needed, and the starting point
of these is the exact definition of excellence (@zarg, 2000)Companies need a

tool that makes those characteristics tth&nable effective performance
understandable tdeaders as well leading tosuccessful operation of the
organisation. Competendmsed apmachesendeavoutto achieve thisBoth the
sensibly increasing demand towards dhgenisationsand the results of doretical
research strengthen the process of competences becoming management tools,



therefore by today competenbased approaches becammespread, effective
instruments (Wintertoibelamara, 2005).

Despite the widesprdanature of the methodology, sewkrquestions remain
unanswered as regards the nature and use of competences. Givcanmibetence

is an abstract term, there is no comnagmeement even on defining this term, and
finding the origin of competences presefurther issues. In our study eaalysed

the construct of competence as interpreted in human resource management along
three questions that fundamentally define its U#ghkin corporate practice and

how far it can become a useful management tool in thdshaf experts in thelR

area ad corporate leaders:

1 How are competences connected to workplace performance?
1 How cancompetences be managed in a corporate environment?

I How can human resource management be built on competences?

1 Competences and workplace péormance

Competency research & achievement of the HR management of the 80s that
should define in a workplace wronment those factors thalifferentiate high-
perfoming, effective employees from the less effective ones.

There are several definitionsrfthe ternd ¢ 0o mp e t e n €, 20D3; Ezklestey§ c
2008):

§ AThe personality trait of thoswith an outstanding performance
more exactly the quality of the person thairndispensabldor an
effective performance in a given job orrole ( D. C. amkc Cl el |l and
G.0. Klemp)
f  ACompetenciesra fundamental, defining traits of an individual, that
are in causal relationship with efficient and / outstanding
performance accordin t o t he | evel of criteriao (R.
1 AThe personality trait of the individuahat is in causatelationship
with efficient and / omutstandingperformance in a job or situation
as required by previously SdM.fined criteri

Spencer)
f  AA set ofbehaviourpatterns that the employee has to apply in order

to performtasks and funabns in a jobompetentlp ( C. Woodr uf f e)
f Anowledge or skill necessary to perform a given task odrolg R . E.

Quinn)

The most important common elemeuit the definitions is that competends
linked to effective and/or outstanding performance (Sanched evine, 2009. A
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personality trait is a competence only if it has relevance from the viewpoint of
performance. This follows from the basic goal to emphaBiseompetence
research the identification of characteristics that differentiate thagde an
average prformance fro those with amutstandingoerformanceAs opposed to

the previously used requirement profiles that tried to enumerate exclusively or
almost exclusively basic criteria required for the job, competdérased
approaches focusn identifying tte important fators. In fact, if we look at the

most pressing need of organisations, which is to keep their competitiveness in a
rapidly changing enviroment, looking for excellence becomes the most important
factor. Theyneed employees dnleaders who castandout; who can give a
certain plus compared to the employees of the competitors and therefore provide a
competitive advantage. Schipman and hideagues (2000) point out that the
competency models can influence the everyday behawibthe employegin

order tothey connecthis behaviouwith the broader goals of the organisation.

The starting point of defining competences is defining effe@h@/or outstanding
performance. Seeking excellence starts with separating outstandthdess
effective employees. Akr this, the characteristics that are the reason for the
differences can be found by the comparison of the two groups. (McClelland,
1973) Defining the performancemay, however be problematic according to the
literature andnay present several problenmsgractice, primarily due to the issue

of measurability Due to the intensive development of information technology and
the fundamental @nges in the service industry perforroarcould be best defined

via amultidimensional approach rather than along argjle dimension (Neely et

al., 2004). Consequently, good, effective performance derives from a combination
of taskoriented (hard) and emniohal (soft) competences. Hard (teclaijc
competences shown at the workplace are neasly recognised and identifie

and therefore measured. On the other hand, soft or social competences are far
more subjective, and there are therefore harder to gneesgsure and defingVe
consider thesé be verysubjective as not all people are atdanterpret these in
socialht eractions and often being unawar e
2008).

In the approachof Boyatzis (1982)effective performace in a job is a special
result (output of the job that may be achieved through sgemidions and is in
harmony wih the organisational environment (it strengthemganisations
procedur es, frameworks and concepts).
model (Figure 1) effective performancemanifests in variousactions and
behaviours thatre created in the reaction tie job requirements (what the
individual should do), the organisational environment (how the task should be
done) and personal competeadwhy the individual acts a certaimyy. If there is
harmony among these factpeffective performance can be prewed.(Boyatzis,
1982)So this definition formulates a close relatianharmonybetweerindividual

traits, the job and the organisatidmat can be well observed in praxis. élgther
authors emphasisthe importance of theorganisational environment in he

of

even



relationship of competences and performancéCardySelvarajan, 2006) and
(Wilkens (2004)) display therganisationainteractionsof competencies and how

they are built uporeach otherPrahalad, Hamel (1990) and Srivasta(2005)
emphasizehe stratedc nature of competences

Expectations

Effective
behaviour

Organgational
expectations

Figure 1: the model of effective performanBeyatzis, 1982)

Another aspect thats worth taking into consideration about the expected

performance is that the opiniorf the organisations on effecévperformance is

also changing dynamically. Consequenthe validity of a competence changes
alongside the changesiithe business envimment Therefore organisations need

a flexible framework that enables in the presemt g the future a change indh
expectations defined by a competer@parrow and Bognanno (1995) reflected to
this problem when they defined futurenature, transitioml and stabile
competences. Future competences, although not relevant in the presehgua

a significant role if agiven strategy is followed in the future. Mature competences

are those which had an important role in the life ofdhganisation in theast

but, due to a change in strategy, are less important in the future. Transitional
competences are important inetperiod of performing a change and serve the
smooth performance of the change, but lose their meaning afterwarcls. Su

Achange

stress, pressure amebnflicts. The fourth is the rgup of stabile, permanent

eompet eher exampl e,

t he

abi

competences that are as important today as they will be tomofimsge are in

the centre of effective performee, they are not affected by the change or

direction of a strategic plarut they arelinked to continuity and exetion.
Adding a time dimension to competence may further refine process of
competences becoming effectivamagement tools.
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2 Competences asnanagement tools

The essence of competences can be summarised well with this defititio
properly reflects why ampetences can become effective management tools:
Acompetence is a more broadly interpreted operative intéyence that knows
not onlty, Awhia A h Gompeteracs tramsioims knowledge into
action, building a knowhow bridge between knowing and tising something.
Knowing means in this sense the ability to use what was learnedpility to
solve aproblem or to clarify a situatio(Szelestey, 2008, p8).

Summarising the characteristics of competences the approdtdrrgfpoints out
four criteria(Szelestey, 2008) that define how far competencies can be managed:

1 it has an effect on a main aspectiw job
9 it correlates with work @rformance

1 itis measureable

9 it can be developed.

Some authors consider these statesaiiout competencet® be debaable.

Therefore, many consider the competence based
(WintertonDelamare, 2006 Act ual | vy, P aartantyciteria fordhient s ar e i m
practical applicability of competences and made competentesiseful tools of

HR managemerpractice.

An important common feature of the definitioms linking competences to

performing a spedic job, task or role Competencdased approaches can be

used very well in the everyday life of organisations becausg fincus on the

connection beteen the persom the job and higr hertasks. (Sanchekzevine,

2009) This must be emphasised becaasecompared tdhe previously used
aptitudeteststhe matter of job suitability is removed from the level of general

persmal evaluationlQ tests and thvarious personality tests often puetivhole

personality in the focus of evaluatidBompetencédrased selection moves forward

and focuss exclusively on the aspects that are of importance for the employer
(McClelland, 1973 Linking the competences taljs or tasks is also very

important becase the competences of the individual actually become useful when
performing a specific task. Inaét, individual competences and the tasks
performed are in close interrelation (BanduiE996). That is because the

indi vi dual 6s compet énpraetee, ic.aby petioemind aske | op e d
Consequently, the individual may extend his or her competewhile performing

the job, becoming more competent for other tasks or solving rieatiens.The
individualwho peforms the job with a given competenaed also has aaffecton

the job itself, as, depending on how he or she performs the giventtesish and

the individual 8s role in the organisation i s be



A further comma feature of the definitions ithat they usecompetences as
collective terms In this sense, competence is an inventory, where personality
traits, motivations, affinigs, abilities, special skills, knowledge etc. may go.
According to thedefinition of Leplat, the term of competence mbines its
elements in a structural arynamic manner (Szelestey, 2008). Winterton and
Delamare (2005) put these elements in a multidsiseral model (Figure 2).
Based on the Spencer and Spencer iceberg model, abilitieknamdedgeare

more visible, supr f i ci al c har ac tatity whidetthecomceg 6f oneds perso
self, traits and motivations are far more hidden, forming the coresrsiopality
(Szelestey, 2008). This also means a significant step ahead comparedoto the
aptitude tests applied beto By not excluding any characteristias a possibly
distinguishing mark of excellence in a job it makes possible to emphasise the
relevant factors in selection, increasing the ratswfcessfuselections. However,

this level of flexibility in the conept divides the experts as concerns the
evaluation of the roots of competence and the possibilitidewdlopment

Cognitive competences

Meta
competences

Functionalcompetences Social competences

Figure 2: Competences in a multidimensional approach
(WintertorrDelamare 200p

The greatest difference in thefthitions is in theinterpretation of the nature of
competenceg¢Szelestey, 2008). Oriaterpretationconsiders competences to be a
fundamental part of the person, a deep and permanent part of personality, which
makes behawur predictable independentlyof the situation. In avorkplace
context this means that we may expect generally outstanding penfcerfram an
employee with a competen per sonal ity trait. (Juh8sz, 2008.
confirmed byresearches that elgin the outstanding performaacf competent
persons with their high level of interpersonal skilthose who manage their
interpersnal relationships efficiently andakie a positive selNiew, whose
behaviour is controlled, regulated, who are dutiful aseful members of the
organiséion. On the other hand it is hard to work with peopldoware
cumbersome, narrow, inflexible, whosevél of interpersonal skills is loweln
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other interpretations, competence develops during workplace socialisation. In the
def i ni t iBada'sooidisatiBn®nhrks a processuringwhich humang due

to their peculiar biological and psychological tsaiand tendencies becomes
socially mmpetent. In this procedure those attributes are developed that enable
him for effective action in his environment aisdciety and to dynamically uphold

his established st at usThe impodtahpae ofdhis( Szel est ey,

complex definition isthat competency is partly an inherited attribute and party
formed by the environmenthus, during workplace sociadison (Bandura, 1996)
we are continually developing our skills and #igis, extending our set of
conpetences by expanding our knowledgegdicting effectivesuccessfufuture
performance.

These two extreme approachesrbfeamdamentally different mesgas for leaders

and HR experts.Traditional researcher approaches used for identifying
competences reVant in a workplace environment @alglistinguish persenand
job-focused approaches. (Sanchewine, 2009). In the firstinterpretation
selection shouldind the mostgifted persons, those with the bdstents In the
second interpretation, the selectiof the most experienced persormse with
decades of employment will bring a higher result for the organisdtioweve, it
would be hard to suppotthie exclusive truth oéither conclusionsWhile the first
leaves out of consideration the role of espnce, learning anself-developmaet,

the other underestimates the competences of young employees starting in a job.
Altogether it would be an extrempmoach to put competences in the category of
fundamental traits or abilities that can be learnednduworkplace socialisation.
Dependilg on how an interpretation explains the system of relationships behind
the elements obehaviour, competence gainsfdient meanings. All this shows
that the nature of competences is rather complex.

From the viewpoinbf corporate practicthe developmetnof competences (and to
what extent they can be developés)of key importance. Thergatest difficulties

can be foad during the development of soft, emotional competences. In their
common work, Boyatzis, Golemann anilc Ke e claim that
intelligence has genetic components at well,leatningplays a significant role.
People maydiffer in their talents, butreyone can develop, from whenever he
starts (Boyatzis «dl., 2003). Summing up their research results, the most effective
form of trainingis a training programme that starts at the youngest possible age
with amplepractice @portunities possibly in a coopate environment ensuring a
high level of motivation of thearticipants Leplat points out $zekstey, 2018)

that nobody becomes natuyalnd spontaneouslgompetent people become an
expert through personal arsbcial pr@edures (which combine theorsl and
practical learning). Based on this it can be said that personal traits that are relevant
in a workplace environment can be develdfto a different degree and extent)
and exactly because it can be graduallgveloped it may be subject to
managemst.

Aemotion



According to the basic goal of competence based approaches the aim was to
define characteristics that are easily understandable #iblevfor leaders.
Measurement helps leaders and HR experts during thdisel@cocalure in the
evaluation of seldon criteria, and at the same time it may become an important
part ofcontinuousevaluation and is an important starting point and cowotiteria

of development programmes. Consequenthgasurability is a fundarental
requirement towards competence€ompetences give criteria that manifest in
behaviour or actions and this makes possible the measurement of characteristics
that are hard tgrasp or observe this plays a fundamental role in the spread of
the use ofcompetence Measurement may be therefgerformed with scales
qualifying by behaviour forms or scales observing behavioar (Ko | ietraly, n ®
2004). Despite this, measuremeninegns a fundamental issue in competencies
becoming management tools. One impot basi idea of the approach is tosal
consider soft factors which significantly influence work performance, these can
be, however, measured difficultly or only to a limitextent due to their
subjective naturelf competence requirements are defingtequivoally for the
members of the oapisation, the measurement of competences described by
behaviourgualities or forms may iron out these issues.

3 Competencybased HR managment

The use of competences in praxis can be divided timtosections. Inthe first

step, thecompetences requiredrfa given job aralefined. The basic question of

competence based workforce plannings Awh a't size of wor kforce wi
competences wilbe required for performing the tasks of the organisation at a

goodbutstandingevel.0 (Koncz, 2004, p234Fompetenas that are important for

the organisation can be organised in competency profiles, competency models

(Sandberg, 2000). If the competenoedel was developed involving employees

from various levels ithe organisation, it camansmit effectively thexgedations

of the organisation segmented to the individual level thanks to the common

language and interpretation of leaders and employers(hn® T®gl 8§ s, 2016) . Th e
fundamental goal of competency modslso make performancegdictable based

on it. Such mdels may be developed for organisational groups, entire

organisations, organisational levels.d. leaders, mid-level management,

employes or job groups (for a job of key importaneeg.salespersan) ( Moh 8csi ,

2004). Howeer, whether a competency modsgdplied in a given organisation

actually becomes Aliveo, useful, wi || be decid
and introduction. (Klein2001)

295



Competences
=knowledge, ability,
attuditude
= requirement compared to 3
standard

A 4

Decisions on job content

\4 v l

Hiring decisions Training decisions Evaludion

Figure 3: The use of competences in HR management (Simon, 2006)

As shown by Figre 3,competency models apptieby the organisation may be

used in several areas of HR management and may be the startimgt pd HR

measures and planningArmstrong,2014; Shippmaret al, 2000; Koncz, 2004;

Simon, 2006; HenczZ ° | | e i , 2 0 004);In stlextiorg casekr,plantdO

and successiomelated development the comparison of personal and job

requirement profiles gives an important guidance to decide 8itytaduestions

and to assemble development programmes. Competency models may batmade i

important parts of employegndleader evaluations as this is showntbg use of

competencybased performance evaluation systems aydtems combining

various perfomance dimensions (results and competenget)ng widespread in

practice. In some plaes they are even used to cesatonpetency based

remuneration systems. Often it serves as a very effective instrument for

organi sations bef or e004)The devdlopment aftainew . (Moh8csi,
competency model corresponding to the changes forcesldghdership to

reconsider nevexpe¢ at i ons and those could be transmitte
the employees by the model in a clear manner.
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An instructive case study about Good Work
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Abstract Today, there is a shift in #iludes that are affecting everyday life at work. This
change will have an impact onettworkplace, with the consequence that sooner or later
employees will reevaluate long hours spent at work and create a need for persdnal a
professional development. fBugh a case study, we demonstrate how motivation can be
inhibited by the lack of aut@my and creativity. We look at ways to create Good Work and
make suggestions for successful collaboration within an organization.

Keywords experienceMotivation 3.0, self-knowledge

1 A different aspect of motivation

Daniel H. Pink presents a new approatkerms of motivation in his book. This is

called Motivation 3.0, which is based on traditional theories. In the first chapter of

his book, he argues the use of punigimt and reward as motivational tools. He

provides his claims through examples and eipents. The most illustrative tool

is the market growth of Microsoft and Wikipedia. Microsoft has started with a

huge competitive edge, qualified experts were partiicigan the project and were

paid very well. In ontrast, Wikipedia had volunteers arai, they were not paid

for their work and they didndédt go to the
again and again. After a covWkipediaand year s,
it became the market leader. this point might fail the assumptiothat external

incentives and effects lead a company to success. Pink (2010) draws a parallel
between the welgstablished work methodologies and the operating system fro

IT. He claims, that we live our lives regardingles, frameworks, and behavior

pattens. Motivation 2.0 is about this statement, how mechanical can be the

working process in our life if we do it for maximizing the profit. If the activity

depends on otlmeconditions, seldependence, and eagerness bélreduced and
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we will lose the motiation to create something good. Kindergarteners were
involved in the experiment, how they accomplish if there are promised a reward
and how it influences their performamif they do it just for the experience. The
reault has shown that the children whodhdrawn for the experience were more
successful than the other ones. Another experiment showed that offer a reward
blocks the creativity and individuum solves the prablglower than they would
participate in brainstoning (Pink, 2010).

Pink showsdl| efi Tphreobda m, 6 a psychol ogi cal experior
Duncker in 1935. A person is brought into a room and given a candle, a box of

thumbtacks and matches and aste@dttach the candle to the wall so that the wax

doesndét dri p on psa pebpreare bfferbd the problémtbe gr o u

first group is simply timed and the second group is offered rewards. It takes the

second group three minutes longer than its¢ group to solve the problem.

The person whean solve the candle problem is oneowhather than seeing the

box as a receptacle for the tacks, sees it as something that can be used in the
solution. The box is tacked to the wall and the candle plagedt.oThis
experiment has shown that incentivegually block creativity. The experime

was repeated over and over again and had the same results (Pink, 2009).

FiguretA The candl e probl emod
Source Pink, 2009

1.1 Three elementof Motivation 3.0

Daniel Pnk (2010) distinguishes between autonomy, mastery, and purpose as the
major componentsf motivation.

1  Autonomy

Autonomy is the need to direct our own life and work. Our life should not depend
on the circumstances we need to have control over it. To herfdtivated, we
might be able to control what we do, when we do it, and who we datht wi


















