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ZOLTAN VERES

EDITORIAL:
FOUR DIMENSIONS OF COMPETITIVE MANAGEMENT

Dear Reader,

Welcome to this issue of Pannon Management Review at the end of the year of 2024. In this
issue presentation of completed projects supported by Research Centre of the Faculty of Business and
Economics continues.

The first three articles come FROM THE RESEARCH CENTRE OF THE FACULTY OF BUSINESS AND
EcoNomics summarizing the main results of the research teams. The overall picture is extremely
heterogeneous, the research outcomes however are equally specific.

The first project titled GNH, trust and artificial intelligence for sustainable knowledge and led by
Andrea Bencsik focused on a highly specific and rarely researched problem. It was to show how creating
the conditions for organisational happiness leads to creating the foundations for sustainable knowledge.
The studies related to happiness and well-being have gained importance for long, and these two terms
have been used interchangeably or linked to other concepts and theories. The research team applied
quantitative and qualitative methods to investigate the cornerstones. To conclude, there are several
challenges facing leaders of organisations, and an understanding of the deeper context can lead to long-
term sustainable management.

The research project Uncertainty and Decision Taking in Buyer-Supplier Relations of Dirk-Jan F.
Kamann studied with a mix of various methodologies the different aspects that play a role in decision
making and taking in buyer-supplier relations when facing uncertainty. The scientific outcome is three
different results: an accumulative three-layered general model showing the assumed decision flow of the
decision maker’s process under uncertainty; modelling how relations are managed facing accumulated
supply chain disturbances; and the role of network embeddedness and leadership style. As an added value
of the results the general model is designed to be used for surveys and gamification experiments.

The research team of Zoltan Andras Daniel, Tamas Molnar and Dorottya Edina Kozma chose a
kind of umbrella perspective when studying The first challenges of the 21th century for micro, small
and medium enterprises in Hungary from the EU accession to climate change. As they stated the
most important components of a region’s competitiveness are economic growth, the development
of infrastructure and human resources, a strong ability to attract capital, a high level of research and
development, the growing role of SMEs, the intensity of job creation, the availability of human and
physical resources to develop dominant industries, and a steady increase in knowledge and innovation
capacity. The main goal of the research was to show the links between regional competitiveness and the
competitiveness of SMEs and how these links can be transformed into positive synergies.

Finally in the YOUNG RESEARCHERS’ SECTION the Reader can have a deep insight into the Service
Quality Dimensions of the Management Consulting Market. This research was a module of the PhD
program of Katalin Varga-Toldi under my supervision at the Doctoral School of Business and Management
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of the University of Pannonia. Despite the fact that consulting is one of the most important and biggest
sector in the market of professional services, few empirically grounded research data is available for
measuring the service quality of management consulting service. The aim of this paper is to advance
an empirically grounded approach to the study of utility and service quality preferences of management
consulting projects, especially the service quality attributes and dimensions of management consulting
service. Research results shows that consultants evaluate the importance of involvement dimension less
than clients and there is a significant difference between the importance of sub-dimensions of relationship
dimension.

We do hope, Dear Reader, that this issue provides exciting information for you on the competitive
management.

Zoltan Veres, Professor of Marketing, at the University of Pannonia, Veszprém, Hungary, Head
of Research Centre of the Faculty of Business and Economics and the Department of Marketing. He
was born in Hungary and he received his university degrees from the Technical University of Budapest
(Masters degree in Electrical Engineering) and the Budapest University of
Economic Sciences (Masters degree in International Business). He obtained his
PhD in economics, at the Hungarian Academy of Sciences. More recently, he
obtained his habilitation degree at University of Szeged, Faculty of Economics
and Business Administration.

He worked as project manager of numerous international industrial projects
in the Mediterranean region (e.g. Greece, Middle East, North Africa) between
1977 and “90. Since 1990, he actively participates in the higher education. Among

others he taught at the College for Foreign Trades; at the Ecole Supéricure de A ‘ ‘
Commerce d’Angers and between 2004 and 2009 he was Head of Institute of Business Studies at the
University of Szeged. In 2011 he was appointed professor of marketing at the Budapest Business School
(BBS), Hungary, and between 2010 and 2014 he was also Head of Research Centre at BBS. Since 2014
he is Head of Department of Marketing at the Faculty of Business & Economics of the University of
Pannonia, Veszprém, Hungary and the editor-in-chief of the Pannon Management Review.

Zoltan Veres has had consultancy practice and conducted numerous research projects on services
marketing and project marketing. In 2001 and 2002 he was Head of Service Research Department at
the multinational GfK Market Research Agency. He is a member of the research group of the European
Network for Project Marketing and Systems Selling (Lyon); Advisory Board member of Academy
of World Business, Marketing and Management Development, Perth (Australia); member of Comité
Cientifico del Academia Europea de Direccion y Economia de la Empresa (Spain); Advisory Board
member of the Nepalese Academy of Management; member of Association for Marketing Education
and Research (Hungary) and of the Committee on Business Administration at the Hungarian Academy of
Sciences; Advisory Board member of McMillan & Baneth Management Consulting Agency (Hungary)
and consultant of Consact Quality Management Ltd. (Hungary).



ZOLTAN VERES
FROM THE RESEARCH CENTRE OF THE FACULTY OF BUSINESS AND ECONOMICS
EDITORIAL: FOUR DIMENSIONS OF COMPETITIVE MANAGEMENT 7

He has more than 350 scientific publications, including the books of Introduction to Market
Research, Foundations of Services Marketing and Nonbusiness Marketing. He has been editor of series
to Academy Publishing House (Wolters Kluwer Group), Budapest. Besides Zoltan Veres has been
editorial board member of the journals Revista Internacional de Marketing Publico y No Lucrativo
(Spain), Bectauk Kpacnosipckoro rocynapcrsenHoro arpapaoro yausepcureta (Krasnoyarsk, Russian
Federation), Tér-Gazdasag-Ember and Marketing & Menedzsment (Hungary); member of CoruransHo-
HKOHOMHYECKHUI U r'yMaHHTapHBIN KypHan KpacHosipckoro I'AY, member of Journal of Global Strategic
Management, Advisory Board and Review Committee; member of Asian Journal of Business Research,
Editorial Review.
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FroM THE RESEARCH CENTRE OF THE FACULTY OF BUSINESS
AND EcoNnomics

ANDREA BENCSIK
GNH, TRUST AND ARTIFICIAL INTELLIGENCE FOR
SUSTAINABLE KNOWLEDGE

SUMMARY STUDY OF 4 YEARS OF RESEARCH

The above research has been given the green light for 3+1 years from June 2020 under the PE GSKK.
The research aims to show how creating the conditions for organisational happiness leads to creating
the foundations for sustainable knowledge. The path between the two disciplines is influenced by
the impact of emerging technologies on well-being. In addition to the functioning of the knowledge
management system, the creation of a learning organisation culture based on trust and the competencies
of sustainability leadership emerge as requirements. Quantitative and qualitative methods have been used
to investigate the cornerstones of this multi-year research, the results of which are described in detail
below. To summarise the conclusion, there are several challenges facing leaders of organisations. In
meeting the most popular requirements, it is not only the surface level that must be achieved but also an

understanding of the deeper context that leads to long-term sustainable management.

Background and concept of the research

Today, knowledge management has become a more and more important tool for increasing
organisational and national economic competitiveness through conscious and systemic management of
knowledge.

The problem of knowledge loss goes back centuries, even millennia. No scientific solution has yet
been found to address the problem. This is the professional gap that the research was launched to fill.
The knowledge management process, and knowledge sharing within it, is the most critical phase based
on the lack of an organisational culture of trust. Measuring the level of trust culture is one of the most
difficult factors to quantify, but its main pillars can be identified. These include employee satisfaction,
organisational happiness, employee well-being and factors influencing all of these.

To make the above-mentioned characteristics quantifiable, it is worthwhile to review the content
of the global indicators that define contemporary thinking. GDP is an indicator that gives a good picture
of the economic weight of a country, its performance and its evolution over time. The applicability of
this indicator has been criticised in recent years for focusing only on quantifiable factors, ignoring the
most important factor of production, the human being and all the consequences of his or her behaviour.
So-called soft indicators have been developed and used as a complement, but they have not solved the
problems raised. There was a need to develop a more universal indicator than GDP, which could measure
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not only economic growth but also the level of social well-being and several other important areas. The
indicator that we believe can replace and provide the right response to the criticisms is GNH (Gross
National Happiness). Not only can it provide a tangible measure of the impact of soft factors, but it can
also be used to assess the sustainability situation, which is increasingly being assessed today. The basic
rationale of the Gross National Happiness (GNH) indicator system is to put sustainability and the role of
the human factor at the centre of thinking at organisational, societal and economic levels. It can be used
to quantify the pillars that underpin knowledge sharing and sustainability (trust, satisfaction, well-being,
sustainability, etc.)

The main research question

How can we move from organisational happiness to sustainable knowledge, while keeping in mind

the impact of emerging technology?

Further questions:

*  Which is the most appropriate way to measure organisational happiness?

» Is the GNH logic applicable in domestic conditions?

*  What is the role of trust in organisational happiness and, as a result, in the performance of the
organisation as a whole?

*  How does emerging technology affect the soft and hard factors of the organisation and overall
organisational performance?

*  What characteristics does an organisational culture need to have to sustain the highest levels
of happiness at the individual and organisational level, and the highest levels of results over
the long term?

*  How can sustainability leadership shape sustainable organisational performance?

*  What level of individual satisfaction, organisational happiness and leadership style is required
to achieve sustainable knowledge, for sustainable organisational functioning?

*  What is the logical relationship (based on this research model) between the organisational
characteristics listed?

Research objective

*  Using the ideas of Buddhist economics based on trust and the logic of GNH, to develop a
model that can be applied under domestic conditions for balanced organisational functioning
and sustainable knowledge.

*  Application and evaluation of the business version of the original GNH questionnaire in a
domestic context.

* Investigating the impact of artificial intelligence on organisational “happiness”, trust, and
through this the potential for sustainable knowledge.

«  Examining the conditions for sustainability leadership.

*  Defining sustainable knowledge and its organisational applicability

*  Composing the model based on the pillars examined.
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The logical framework of the model consists of the following factors.

GNH
4

Hapiness
4
System thinking

4
Organisational
sustainability

r 1

Sustainable
Leadership  Knowledge

Figure 1 Logical research model
Source: own editing

Presentation of the research according to the logic of the successive phases
Phase 1: Application of GNH methodology in domestic conditions

Theoretical background

To move from GDP to the applicability of the GNH logic, it is necessary to go back to basics, by
which I mean a brief overview of the shortcomings of GDP, followed by an outline of the basic idea of
Buddhist economics as a prerequisite for the design of a system for measuring happiness. These areas are
briefly discussed in the following chapters.

Gaps in GDP

GDP as a measure of the quality of social life has come under increasing criticism since the 1950s.
The arguments put forward are summarised below (van den Bergh — Antal, 2014):

e Principles of good accounting.

e Interim considerations.

*  Lexicographical preferences.

e An empirical study of happiness.

e Income distribution, relative income and competition to buy status goods.

e Formal versus informal economy.

*  Environmental externalities and natural resource depletion (van den Bergh — Antal, 2014).
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To overcome the problems mentioned above, the development of soft indicators, already mentioned
in the introduction, has been prioritised. However, criticisms of these have prompted further reflection.
Thus, the focus has been on balancing the logic of GNH, which requires a brief overview of Buddhist
economics thinking to understand.

Buddhist economics

In his book “The Small is Beautiful” (2014), Schumacher contrasts his view of the work of modern
and Buddhist economics. In modern, materialist economics, work is merely a “necessary evil”. For the
employer, labour is a ‘cost factor’ and he does his utmost to minimise it. For the worker, it is a “nuisance”,
since he could use his free time for something other than work, but he is only paid for the work.

The indicators proposed based on Buddhist thinking, which can make up for the shortcomings of
GDP, favour sustainability, honesty, trust and satisfaction as social values (Ocsai, 2018). The calculation
of these indicators is indeed a challenge, but with their help and objective indicators, we can judge more
realistically the characteristics of an economy (Kovacs — Ocsai, 2015). The GNH calculation method
allows the assessment of both objective and subjective parameters, and its thinking is based on happiness
as the result of the totality of measurable elements.

The happiness

Research into happiness and the definition of the parameters that express it have been at the
forefront of interest since antiquity. Aristotle used the term “eudaimonia”, which is often mistranslated
as happiness. In contrast to happiness, eudaimonia did not mean a variable state, but ‘happiness’ for
the whole of life, the successful conduct of life, and the good life (Warburton, 2005). The continuous
striving to achieve a positive state is not a specific emotional state, but a continuously evolving and
developing system of feelings, in which the process of achieving the state is important, not the specific
feeling (Gjorevska, 2021). According to Epicurus (Paton, 1916), happiness is also the goal of life, but he
understood happiness as peace of mind and tranquillity. In his view, the only obstacle to happiness was
fear, or more precisely the fear of death, and it was only by overcoming the fear of death that one could
achieve peace of mind and happiness.

The three related concepts used in the study are satisfaction, happiness and well-being. All three
concepts are difficult to define and there is no agreed definition for any of them, most of them being
defined in terms of each other. Based on the literature approaches reviewed, their meanings have been
used in our study as follows.

Satisfaction is a mental or emotional state of contentment when one has accepted one’s situation
(Graham et al., 2014). Happiness is an emotional state characterised by joy and a sense of contentment.
It includes positive emotions and satisfaction with life. Because happiness is generally understood as
a broad concept, psychologists and other social scientists use the term “subjective well-being” when
discussing happiness (Nordenfelt, 1995). Subjective well-being generally refers to an individual’s overall
current feelings about his or her personal life.

Following this terminology, our study identifies three levels of happiness. The first is pleasure, the
“hedonistic happiness”, the level of satisfaction. The second is well-being, which refers to engagement
and the release of emotions while completing a task or goal. This high level of experience is referred to as
“flow” (Csikszentmihalyi, 2000). The third level corresponds to Aristotle’s “eudemonia” (Irwin, 2019).
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This level of happiness is characterised by inner harmony, purpose in life, personal growth, constructive
relationships, autonomy, and a general sense of psychological, physical and natural balance (Kopp —
Piko, 2006).

GNH

The GNH (Gross National Happiness) indicator, developed and used in the Kingdom of Bhutan,
is a response to the criticisms of GDP and soft indicators and a way of addressing their shortcomings.
The indicator was first mentioned in the 1970s by the fourth King of Bhutan, Jigme Singye Wangchuck.
According to him, the aim of a government should not be to increase the value of GDP, but rather to
increase the happiness of the country. GNH takes a holistic approach to measuring people’s happiness
and well-being. It is composed of four pillars (Good Governance, Strengthening and Promoting Culture,
Environmental Protection, Sustainable and Equitable Social and Economic Development), which can be
further broken down into 9 areas. These are:

*  Psychological well-being

e Health

e Time use

e Education

e Cultural diversity and resilience

e Community vitality

*  Good governance

e Ecological diversity and resilience

e Quality of life

The original logic was developed at the societal level, but in recent years a way of calculating this
at the organisational/business level has been developed and is what we have targeted in our research
(Zangmo, et al, 2017). In both cases, we arrive at the calculation of the happiness index through the
measurement of individual human satisfaction and then happiness.

The GNH of Business (GNH of Business)

The integration of GNH into the business community was initiated by Dasho Tshering Tobgay,
Prime Minister of Bhutan. He first presented the idea at the 6th International Conference on GNH in
2015. The Centre of Bhutan & GNH Studies (CBS) developed and published a draft of the GNH business
integration in 2017, which was revised in 2018 (Zangmo, et al, 2017; 2018).

The business application was developed based on the 9 domains of the GNH, which were divided
into 2 groups according to the assessment domains (see Figure 2.): employee happiness and organisational
conditions of happiness (Zangmo, et al, 2017).
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Figure 2 GNH’s business framework
Source: Zangmo, et al. 2017

As illustrated in Figure 2., employee happiness represents employee satisfaction and happiness
in each area of GNH. Through the organisational conditions of happiness, we obtain information on
organisational behaviour and how this contributes to employee well-being and happiness (Zangmo, et al,
2017). All the areas presented here can be further broken down into indicators, which will be measured
through questionnaire research.

No research has been found on the application of GNH to business (given its novelty and
experimental methodology). Thus, the research we conducted can be considered as a pilot study, the
experiences and results of which were used in further research.

Method

The research used the Hungarian version of the original questionnaires developed in Bhutan (GNH
of Business), retaining all domains, indicators and questions for professional fidelity. In a few cases,
corrections were necessary due to Western terminology, clarity or professional considerations (working
hours (40 hours in our case instead of the original 48), wages (expressed in HUF instead of Bhutanese
currency), spirituality (meditation instead of contemplation), scholarships (to raise opportunities in the
home country). Overall, the results of the questionnaire survey were calculated at the organisational level
and can be interpreted as an indicator of organisational happiness.

Calculation of GNH at the business level

The overall analysis methodology consists of three steps:

1. Defining and applying a compliance threshold (Employee happiness was assessed using 29
indicators, measuring 114 variables in five areas of the GNH. Similarly, 20 indicators of
organizational conditions with 102 variables were measured and scored in 4 GNH domains.

2. Application of weighting. (Workers assessed based on the compliance threshold - values 0 and
1 - are multiplied by the weights.)



FroM THE RESEARCH CENTRE OF THE FACULTY OF BUSINESS AND EcoNoMICs
ANDREA BENCSIK
GNH, TRUST AND ARTIFICIAL INTELLIGENCE FOR SUSTAINABLE KNOWLEDGE
SUMMARY STUDY OF 4 YEARS OF RESEARCH 15

3. Summation and scoring (The value of the two previously calculated components was calculated
by simple summation.) The value of the organisational happiness index is the weighted sum of
the two components with equal proportions.

For employee happiness, each employee’s score on the indicator it can be calculated using the

formula below.

Whap = Dii=q Wi xi (1)

where,

Whap — employee happiness score
n —number of indicators

i — the i-th indicator

wi — weight of the i-th indicator
xi — value of the i-th indicator

To calculate the business value, the employee happiness score is obtained by summing the weighted
indicator scores for all employees and dividing by the number of all employees in the study (n).

A similar method is used to calculate the organisational conditions, except that the calculation of
average scores is not required, as indicators can usually be rated by a single manager. (In our case, since
we did not assess a single organisation, we averaged the ratings given by managers.) The organisational
happiness score can be calculated as follows:

Ohap = X1y Wi xi )

where,

Onap — the organisational happiness score
n —number of indicators

i — the i-th indicator

wi — weight of the i-th indicator

xi — value of the i-th indicator

The business happiness index is calculated as a weighted sum of employee happiness and
organisational conditions. A 50:50% ratio is calculated for both components. The correlation used to
calculate the business value:

H=0.5x Whap +0.5 x Ohap (3)

where
Whap — happiness at work
Olap — organisational conditions
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Authentication/certification
Based on the calculated values, the business is classified as shown in Table 2.

Score Certification Comment
<40% below average requires immediate intervention
40-59.9% average intervention is needed in certain areas
60-79,9% good improving performance in certain border areas
Above 80% very good GNH certificate, both values must reach 60%

Table 1 Categories and indicators of organisational happiness
Source: Zangmo, et al. 2018

Two conditions are required to obtain the certificate. A score above 80% and 60% in both parts
(employee and organisational). In this case, this means reaching the upper limit of the average score
according to the table.

It is important to note that the calculation of these values is not the ultimate goal, but rather a
starting point for making the necessary changes. An overview of each area and an understanding of their
impact on business operations will help you to formulate a strategy for improvement, assess risk and
plan for opportunities. Once a business has obtained the GNH certificate, it is recommended that the
assessment is re-conducted at certain intervals (3 years).

Conduct research

The sample

The survey was carried out in 2020-21 in the faculties of economics and economics teaching
institutions (61 faculties/institutions) of higher education institutions in Hungary. 239 staff and 14
managers answered the questions. After testing the homogeneity of the sample, the responses were
analysed.

Employee happiness survey

The calculation followed the same logic as the 3 steps described above. Then, the percentage of the
compliance thresholds in each area was determined, i.e. the extent to which the employees in the study
met the predefined compliance threshold. The weighted values for each area can be calculated separately
and summed to obtain the employee happiness score in %. The summed results for the 29 indicators and
the calculated values are shown in Table 2. (n=239).
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Weight of area Indicator weight ‘Weighted value
Psychological well-being 20% 2,5 7.88
Health 20% 2,86 7.12
Time use 20% 3,33 9.17
Education 20% 6,67 6.95
Quality of life 20% 4 1.56
> 32.68%

Table 2 GNH areas and their weights together with calculated values
Source: own editing

Measuring organisational conditions

The picture of organisational happiness conditions reflects business behaviour and phenomena
related to the social well-being of employees. We calculated the organisational happiness conditions from
20 indicators. Similar to employee happiness measures, the compliance thresholds are based on standards
previously developed in Bhutan (Ura et al., 2015).

The areas and indicators of organisational conditions, their weights and the results of the survey are
summarised in Table 3. (n=14).

Category Category weight Indicator weight ‘Weighted value
Good governance 25% 4,17 21.72
Cultural diversity 25% 8,33 11.89

Community vitality 25% 4,17 16.93
Ecological diversity 25% 5 7.83
> 58.37%

Table 3 Weighted values of organisational conditions
Source: own editing

Based on the aggregated results, taking into account the 50-50% weighting, the happiness index is
representative of the economic education in higher education in Hungary:
H=0.5x32.68+0.5x5837=16.34+29.19=4553% “4)

The scores obtained are close to the lower end of the average category, indicating that intervention
is needed in certain areas (see Table 4.).
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Score Certification Comment
<40% below average requires immediate intervention
40-59.9% average intervention is needed in certain areas
60-79,9% good improving performance in certain border areas
Above 80% very good GNH certificate, both values must reach 60%

Table 4 Result value category
Source: own editing

Conclusions

The research objective of the first phase has been achieved, proving that the Bhutanese logic, the
calculation method based on the developed value measurement questionnaire, can be well adapted to the
domestic conditions and provides informative results that can be immediately used in everyday decisions
for all interested parties, both professional and non-professional. In the research, we surveyed employees
working in the economics faculties of Hungarian higher education institutions, aiming to identify the
strengths and weaknesses of this segment of higher education, which can be used to improve employee
happiness and its organisational conditions, and as a result to raise the quality of education and student
satisfaction. The development strategy can be formulated, risks can be assessed and measures to exploit
opportunities can be planned more precisely.

The future research goal is to apply the method in business areas. The results are presented in the
next section.

Phase 2 GNH assessment in a corporate environment

Since this phase of the research theoretically builds on the ideas of the previous step, I will not
repeat the background literature presented above.

Method and sample

The methodology of the research also followed the same logic as described above, the difference
being in the sample studied. In addition to the GNH questionnaire evaluation method, statistical analysis
methods (PLS, cluster analysis, logistic regression and discriminant analysis) were used to analyse the
results.

Building on the Orbis database, we were able to work with 768 responses from a sample filtered
by Bhutanese criteria.

Research questions

The first question focused on sector-specific differences, exploring which economic area is the most
preferable when choosing a career, and where workers feel happiest. For the second question, we looked
at how the conditions of happiness organisations influence employees’ happiness. The theoretical model
of the research is shown in Figure 3.
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Figure 3 Research model: interrelations between individual and organisational domains
Source: own editing

The third question was to examine which indicators have the strongest influence on the final
composite happiness index.

Results and conclusions

Based on the Bhutanese logic calculation method, the happiness scores of domestic organisations
fall within the average range of values based on the values in the standard table. This means that areas
(including indicators requiring specific improvement) can be identified where, depending on management
decisions and appropriate interventions, employee well-being (happiness) at work can be increased.
The results of the statistical analysis show that there is a significant difference between organisations
in different economic sectors in terms of which organisations have the highest levels of well-being,
satisfaction and happiness among employees.

Based on the sample results, the happiest workers are in the extraction sector (48.69), followed by
construction (46.94). By sector, workers in community services had the lowest average score (39.62).
This is supported by the results of multiple comparisons, as this sector showed the most significant
differences compared to the others. The impact of COVID-19 is certainly having an effect here, as Trade
also only scored 40.25 on average. With further analysis, the components of employee happiness can
be identified, showing which areas need to be improved in a given sector, where there are larger gaps
concerning each other.

In the second part of the research, the method of path analysis (PLS) was used to answer this
question, which is a series of multivariate linear regression estimates (OLSs) built on each other. The
results of the path analysis show that the indicators of “Organisational Conditions for Happiness” have
a significant impact on the indicators of employee happiness. Employees’ happiness is deterministically
influenced by the five components, with living standards and education having the greatest impact, which
were effectively the two most critical components in employees’ evaluations.
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In further analysis of the company sample (with the third question in mind), we wanted to identify
the indicators within each domain that have the strongest influence on the final composite happiness
index. This involved three steps, cluster analysis, logistic regression and discriminant analysis. Results
show that for the domain “Psychological well-being”, job trust is the strongest explanatory indicator.
Within the “Health” domain, the indicator of shared space has the highest impact. Within the “Time
management” domain, work-life balance has the highest influence, while the indicator of support for
professional training and development is the most influential in the “Education” domain. Finally, for
“Living standards”, the most influential factor is the support of the workplace concerning retirement.
It has been demonstrated that for each domain, it is possible to identify the critical factor that has the
strongest impact on the domain values. Taken together, they support the findings of previous research
that an organisational culture built on trust and a work-life balance of long-term security, continuous
development and preparation for retirement ensure successful organisational performance and a sense of
happiness among employees.

In the first phase of the research, it has been shown that trust is one of the most important
organisational characteristics, which, in addition to a feeling of satisfaction and happiness, influences
the operational quality of the organisation as a whole. The first element of the theoretical model has thus
been validated. In the next step, the impact of emerging technology on the results obtained in the previous
phase was assessed.

Phase 3 The influence of technostress on the GNH happiness index

In this step, we wanted to demonstrate that emerging technology has an impact on the evolution
of previous research findings, namely on both employee satisfaction (through which organisational
happiness), work-life balance and job confidence, all of which strengthen or weaken the previous findings.

Brief theoretical introduction

Stress is an often-mentioned negative phenomenon in today’s organisational practice, resulting
from an imbalance between the demands of a given situation and the ability to meet them. Stress
situations can manifest themselves in different forms, one of, which is increasingly demanding attention,
is technostress, the result of the forced use of information systems.

Technostress has become an important area of scientific research in the last 10-15 years, and its
study concerns both private and organisational situations. In this phase, we wanted to find out how
employee and overall organisational happiness depends on the use of IT and artificial intelligence, which
are the dominant factors of our time. To test this, a new set of companies was surveyed, in this case
targeting organisations in Slovakia in addition to domestic companies.

Method and sample

The GNH calculation method also provided the basis for this step. The sampling was based on the
Orbis database and targeted the SME sector for both nations in the Hungarian-Slovak border region. To
assess the impact of technostress, items from the validated questionnaire developed by Tarafdar et al.
(2019) were incorporated into the GNH questionnaire. In addition to the computational logic of the GNH,
we used SPSS AMOS 27. We received responses from 315 Slovak and 323 Hungarian SMEs.
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Analysis

For comparison, the analysis was carried out in two rounds. In the first step, the results calculated
without the influence of technostress were used to calculate the individual and organisational happiness
index based on the GNH calculation logic described above, and in the second step, the same values were
calculated including the influence of technostress. The results demonstrate that the effect of technostress
has a significant impact on individual and organisational happiness. Based on the responses, it can be
said that when Al and the impact of technology are taken into account, the scores are below average
and therefore immediate intervention is needed in several areas of GNH. The most critical areas are
psychological well-being, employees do not trust each other or their managers enough, and management
as a whole. This lack of trust raises several problems, including higher administrative costs, more
cumbersome action, and can even lead to the disintegration of the organisation.

In examining further issues related to technostress, we aimed to investigate how each of the
technostress parameters interact with each other, how they affect trust in technology and trust between
employees in the organisation, and whether they affect satisfaction and work-life balance.

Results

The results reflect the faster pace of work dictated by new technologies, the need for complex
thinking and the need for an integrated vision. As a result, the boundaries between work and private
life are blurred, and competition between workers is intensifying, leading to tension and an unhealthy
workplace climate. The consequences of technostress are manifested in job dissatisfaction and turnover,
increasing backlogs and working against teamwork. The constant pressure to perform has a detrimental
effect on knowledge transfer within the organisation and increases the risk of losing one’s job.

Figure 4. below shows that the more extra energy someone invests in learning technology, the
more it will affect their personal life. The possibility of losing one’s job triggers one to put more effort
into learning new technologies. And the fear of losing a job can hurt our private lives. A very strong
significant relationship was demonstrated between the sacrifices we have to make in our private lives to
maintain, improve and renew our technological skills. Also, a relatively strong significant relationship
can be seen that those who are truly happy at work are those who feel satisfied with their job more often.
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Figure 4 The impact of stress factors on job security, job-induced happiness, and continuous
renewal of technological knowledge
Source: own editing

The results of the research show that technostress has an impact on work-life balance, trust in the
workplace and the need for continuous renewal of knowledge related to the functioning of the knowledge
management system.

The results show that individual and organisational satisfaction and happiness are related to both
trust and the technostress factors that influence it. Although in this phase of the research, an additional
element of the theoretical model was proven, in the next phase we sought to prove this relationship
through further research.

Phase 4 The impact of trust (personal and impersonal) on organisational functioning

This step aimed to further test and validate the elements of the theoretical model validated in the
previous phases, by exploring the factors that influence the level of trust in the organisation.
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Brief theoretical introduction

Research into the existence or absence of trust goes back many years. Until recently, organisational
trust has been treated mainly as an interpersonal phenomenon, consisting of lateral trust, referring to the
relationships between employees, and vertical trust, referring to the relationships between employees
and their immediate superiors, top management or the organisation as a whole. There has been a
growing interest in the impersonal element of organisational trust, which we call institutional trust.
Impersonal trust refers to trust in impersonal organisational factors such as vision and strategy, senior
management, management team goals and capabilities, technological and commercial competence, fair
processes and structures, technology and reputation, etc.. In this phase of research, the relationship of
trust to organisational functioning has been examined from several perspectives. In addition to trust in
top management and strategy, the impact of trust in technology on organisational competitiveness was
examined.

Method and sample

Additional questionnaires were used in this phase of the research. One of them, which specifically
sought to explore the impact of personal and impersonal trust, was designed by Vanhala (2019). Their
tested and validated questionnaire was one of the focuses. The other questionnaire we designed sought
to assess the economic impact of trust. The third focus aimed to investigate the impact of technostress on
trust, as mentioned above, by adding factors to Vanhala’s original questionnaire to measure technostress
(Tarafdar, et al., 2019).

Again, after filtering from the Orbis database, we received responses from 1572 respondents in
Hungary and 660 in Slovakia. For the first focus analysis, we chose PLS-SEM path model logic for the
analysis, and then PLS-MGA solution was offered to compare two nations.

The analysis was based on the following research model (see Figure 5).

Operational
activities

Fair play
Organisational
sustainability

sty [ impersonl trst
reliability Impersonal trust |

Communication

management

Human rescurces —
management Technostress Competitiveness
Competencies L

Good will Personal trust -

Reliability

Figure 5 Research model of the relationship between trust and competitiveness
Source: own editing
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Results

The results show significant relationships between impersonal trust and organizational commitment,
impersonal trust and job satisfaction, and impersonal trust and competitiveness. The total effect of
impersonal trust is larger on job satisfaction than personal trust and the total effect of impersonal trust
is larger on competitiveness than personal trust. Technostress shows a significant relationship with
organizational commitment, job satisfaction and competitiveness. For organisations in Hungary and
Slovakia, the relationships between these factors do not show significant differences. This indicates that
the influence of technostress on the success of organisational functioning can be demonstrated, while at
the same time, it influences employee trust through impersonal and personal relationships. These results
are in line with those of the previous phase.

The second aspect focused on the economic impact of trust, which aimed to show the impact of
managerial thinking and decisions. A related model is shown in Figure 6.
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Figure 6 Knowledge-oriented organisational thinking and trust
Source: own editing

The second model focused on the relationship system of managerial thinking and decision-making.
The results show that organisations that prefer knowledge-based operations already have a fundamental
expectation of incorporating knowledge management system operations into their strategy. It is not yet
the case that trust is treated as an important criterion that is a prerequisite for a knowledge-sharing
culture, as a prerequisite for knowledge sustainability. Managers do not feel the economic consequences
of this.

In the third step, we also compared the relationship between trust and the effects of technostress
examined in the previous phase.
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Figure 7 below shows the relationship between technostress work-related trust and trust among co-
workers. A strong correlation can be found between the stressors, their stimulating effect on each other
is not questionable. For example, technological overload and threat have a significant impact on trust,

namely trust generated by artificial intelligence, and distrust between co-workers.
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Figure 7 Technostress and personal, impersonal trust
Source: own editing

Overall, a broad examination of trust has shown that both personal and impersonal trust (especially
the feelings conveyed towards managerial decisions and technology) are important determinants of both
organisational culture and technological involvement. Thus, a further element of our theoretical model

has been confirmed.

Phase S Management features to ensure that the elements of the model operate
in a systemic way

In this step, we wanted to demonstrate that, building on previous findings that have sought to
support the need for a culture based on trust, we need leadership actions, decisions and behaviours that
can shape culture, follow principles of ethical behaviour and ensure long-term successful, sustainable

organisational performance.

Brief theoretical introduction
In the long term, the successful functioning of an organisation requires a leader and/or management

that is aware of the concept of sustainable development and is able to interpret it in a complex way in
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decision-making (Al Mubhairi et al, 2019). Sustainability has become a critical management task for
organisational success. Strategies are defined and outcomes are achieved that meet the triple bottom line
requirements of social, environmental and financial performance (Avery — Bergsteiner, 2011a; 2011b).
This triple bottom line covers the requirements of environmentally sound management (ESM), expected
behaviour and values (EBV) and conscious thinking (CBM).

In their book “Sustainable Leadership”, Avery and Bergsteiner (2011c) compare two extreme
examples of leadership to the mechanisms of animal colonies in nature, which illustrate the results of
leadership thinking and behaviour. The most extreme form of locust-like philosophy, business behaviour
and decision-making mechanism is hard, ruthless, asocial and profit-driven leadership. The opposite
thinking and management philosophy is that of a community of bees (‘“honeybee”), sophisticated,
interest-group oriented, social and divisive. It focuses on the long term and achieves results responsibly.
They strive to protect the planet, care for local communities and protect the organisation’s image and
brand through ethical behaviour. Honeybee’s approach is holistic, favouring a value-based approach to
stakeholder engagement. Their thinking model is shown in Figure 8.

Sustainable leadership

Sustainability

Performance outcome

Innovation Self-engagement Quality

Key performance drivers

Intrinsic Self- Team Enabling Knowledge Trust
motivation | management | orientation culture sharing and
retention

High-level practices

1 2 3 4 5 & 7 8 9 10 11 12 13 14

Foundation practices

Figure 8 The sustainable leadership pyramid
Source: Avery - Bergsteiner, 2011

The basic elements corresponding to the numbering shown at the bottom of the pyramid include.

Basic elements

1. Appropriate driving style

2. Attracting and retaining talent
3. Continuous improvement

4. Internal succession planning
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5. Respect, diversity and inclusion

6. Ethics and virtues

7. Good governance

8.  Long-term thinking

9. Considered organisational change

10. Independence from external disturbances
11. Environmental responsibility

12. Social responsibility

13. Broad focus of involvement

14. Strong shared vision and objective

A prerequisite for the deployment and operation of knowledge management systems is the provision
of up-to-date knowledge and its incorporation into everyday practice (Raymond-Yakoubian et al, 2017;
Eberherr, 2018). The triple requirements for the operation of a knowledge management system (TMR)
(people, process, technology).

Building on the elements of the knowledge management system, the steps of the knowledge
management process ensure the smooth acquisition, flow, use and retention of knowledge, which, once
assessed, confirms the strategy’s delivery or indicates gaps.

The technical background is a fundamental requirement for the sustainability of knowledge, but
on the other hand, it is the most critical condition. It can be affected by technical, human, software and
artificial intelligence (AI) generated problems.

Sustainable knowledge is inevitably intertwined with knowledge management, which is based
on meeting the requirements of a learning organisation culture (LEOC) in terms of organisational
embeddedness and functionality. The principles of learning organisations are summarised in five points
by Senge (2014), which he categorises into three core competences. These are Aspiration (AS), Dialogue
(PB) and Complexity Management (CM). Aspiration includes two core principles (out of the five), these
are Personal Vision (formerly called Personal Direction) and Shared Vision. Dialogue also includes two
principles, thought patterns and group learning. Complexity management can be identified with systems
thinking.

An appropriate leadership style, broad stakeholder focus, open-mindedness, “permissive”
behaviour, long-term planning, foresight and transparency greatly facilitate knowledge sharing and/or
knowledge creation based on learning organisation functioning for sustainability (Farooq, 2018). We
sought to validate the validity of Avery and Bergsteiner’s (2011) model presented above through our
primary research. This phase of the research represents a further step towards validating our theoretical
model.

Method and sample

The research was qualitative, using structured interviews. The interviewees were selected from
the SME sector in three countries in Central and Eastern Europe (Hungary, Poland and Slovakia). The
reason for choosing the three nations was that there have been several studies on Western European and
Asian countries, but no research on Central and Eastern European countries could be found. Interview
subjects were selected by random sampling. Based on the results of the screening, the SME managers
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(senior managers, HR managers) were contacted by phone and/or email. A total of 36 Hungarian (24
manufacturers and 12 service providers), 32 Polish (22 manufacturers and 10 service providers) and 30
Slovakian (19 manufacturers and 11 service providers) interviews were conducted with managers willing
to be interviewed between September 2022 and December 2023. During the structured interview, open
and semi-open questions were asked. The preparation of the respondents was facilitated by the short topic
briefing and questions sent in advance, so there were no surprises. The interview questions focused on
the elements of the sustainable management pyramid described above. The interviews lasted between 50
and 70 minutes; the interviews were audio-recorded and transcripts of the audio-recordings were made
for later systematic analysis.

The primary data were obtained from the structured management interviews. The analysis was
carried out using Voyan Tools text analytics software, which is specifically designed to analyse this
type of qualitative data. This software operates in a web-based text analysis, reading and visualisation
environment.

The research questions, assumptions, question groups in the questionnaire and codes developed
during the analysis are consistent. In the analysis, we focused primarily on the areas that were priorities
for proving the correlations of our model. In this way, the focus areas can be grouped into three broad
categories. In the first step, we looked for the practical application of the criteria formulated in the context
of management style. In the second step, we sought to identify the links between long-term planning,
strategy development and vision setting. In the third step, we sought to assess the extent to which the
qualifying characteristics of organisational culture, namely trust, tteamwork and knowledge sharing, were
in place.

Results

Expectations of sustainability leadership are poorly understood and the respondents have the
characteristics of a traditional democratic leadership style. Characteristics of long-term thinking are
scarcely present, but at the same time there is a lack of vision among SME managers. The above analysis
confirms this finding, since even when plans are drawn up, they include both short- and long-term
vision. The term vision was mentioned only a few times as a result of the questions. Slovak leaders are
closest to long-term thinking, while Hungarians are the least. These results are supported by significant
relationships.

Sustainability leadership requires a cultural context where trust is built, knowledge is shared and
teamwork is a typical working style. Looking at these organisational characteristics, it can be seen that
leaders in the nations surveyed consider it important to build and maintain trust in the organisation.
However, their perceptions and thinking differ somewhat. Hungarians see it as a separate requirement,
Poles see it as most necessary for knowledge sharing, while Slovaks associate it with teamwork.

Summarising the expectations of trust, leaders stressed its importance, but all nations see it as
incomplete and difficult to achieve. Another cultural characteristic is the phenomenon of knowledge
sharing/retention. For all three nations, knowledge sharing was mentioned several times, but for Slovaks
and Hungarians, the phenomenon of knowledge retention was also mentioned. The leaders of all three
nations understand and feel the importance of knowledge sharing and are trying to implement it, but as
the results on trust confirm, the lack of trusting relationships that underpin knowledge sharing is a barrier.
Thus, in all cases, this area needs further building and strengthening.
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Teamwork is perhaps the most talked about cultural expectation in the literature. Hungarians
are undoubtedly at the bottom of the list in this respect, and Slovaks have the most positive opinions.
Unconditional teamwork was not confirmed by any of the nations. Summarising the research results, it
can be said that there is still much to be done to meet the basic requirements of sustainability management
for SME managers. Although the results reveal many gaps, the results of this phase of the research have
confirmed the validity of another element of the theoretical model, the link between the elements (as
represented in the pyramid model) in the answers to the questions raised. In practice, the last step is
needed to prove the need for sustainable knowledge.

Phase 6 Sustainable knowledge for the future

The final phase of the research aimed to bring together the elements of our theoretical model to
demonstrate that they are necessary for the long-term sustainability of knowledge, a key criterion for the
survival of our world today.

Brief theoretical introduction

The key to economic development is knowledge, which enables organisations to operate on
renewable energy sources, which finds ways to use other natural resources more efficiently (Hallinger —
Suriyankietkaew, 2018). Since knowledge indisputably belongs to humans, it is safe to say that human
capital is indispensable. A prerequisite for the establishment and functioning of knowledge management
systems is the provision of up-to-date knowledge and its integration into everyday practice. The triple
requirements (people, process, technology) for the functioning of a knowledge management system
(TMR) have already been presented in the research of the previous phase. The other necessary elements
that define the conditions for the existence of sustainable knowledge have also been presented earlier, as
they have also been identified as requirements for sustainable management.

The pyramid of sustainable management presented in the previous phase is the closest to the concept
of sustainable knowledge. This means that the basic concept of sustainable management is based on the
characteristics of the learning organisation and requires the steps of the knowledge management process.
Among the steps of the knowledge management process, the acquisition of knowledge (attracting the
right staff/talents) and the continuous improvement of the acquired knowledge can be considered as a
basic element for sustainable knowledge. The integration of the knowledge management process into
organisational operations also requires the implementation of further steps in the process, and knowledge
sharing and retention can be considered as a higher level requirement for sustainability. From the point
of view of sustainability, the key elements are knowledge development/implementation (innovation),
knowledge application and measurement (quality), knowledge sharing and knowledge retention
(employee commitment). To ensure the sustainability of knowledge through sustainable organisational
operation and sustainable management, it is necessary to formulate a strategy that can translate the above
expectations into implementation measures under the conditions of everyday expected behaviour and
conduct. This requires the building and continuous maintenance of a learning organisation culture.
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Method and sample

To test the logic, a multi-step test was carried out. The methodology was free expression of opinion,
Delphi method, in-depth interviews. For the analysis, text analysis software (Atlas.ti, Voyant.tools) and
SPSS software were used.

As a first step, to test the presented correlations, a pilot study was launched with 21 participants
(PhD students in knowledge management). The Delphi method was applied in two phases. In the first
phase, experts from academia, consultancy and business were recruited internationally from 6 continents.
In a second phase, national and Swedish experts and non-experts were asked to form similar opinions.
In the first phase, 106 respondents from the international community (Europe - 44.8%, Asia - 21.9%,
North America - 13.5%, South America - 10.4%, Africa - 5.2%, Australia - 4.2%) were consulted and
126 responses were received in the second Delphi round. In the first round of the home/Sweden survey,
questionnaires were returned on a 100/70 response basis, with 400 responses returned. During the in-
depth interviews, we asked domestic (12) and Slovak (8) SME managers for their views.

Analysis

In all cases, the responses were used to search for characteristics of sustainable knowledge using
text analysis software. Based on the results of the analysis, questionnaires were developed and sent back
to the respondents to confirm their opinions. The returned questionnaires were analysed using SPSS
software, which allowed us to formulate a definition of sustainable knowledge and further analysis
results were obtained. Finally, structured in-depth interviews were used to obtain further evidence to test
our hypothesis.

Results

The first phase of Delphi:

The elements of the research model were based on the relationships between the elements of the
theoretical model presented earlier. After the first round of expert opinions were received, a 6-point
Likert scale questionnaire was developed based on the results of the text analysis, covering 23 statements
- 4 categories.

*  Knowledge sustainability goals and values

*  The role of organisational culture

*  The link between knowledge management and knowledge sustainability

*  The link between technological background and knowledge sustainability

Table 5 shows the main characteristics of the responses received, evaluated using SPSS.
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Category

Description

Knowledge sustainability goals
and values

Organizational purpose of knowledge sustainability

Sustainability of knowledge as an organisational competitive advan-
tage

Helping to achieve organisational goals

Integrated into organisational activities

A vital factor in the 21st century — 5.22

Making better decisions

The role of organisational
culture

Commitment-based organisational culture

Collaboration and shared values between organisational members and
management

Principles of sustainability leadership

Adequate and continuous training of employees

Raising ethical issues — 5.00

The relationship between
knowledge management and
knowledge sustainability

Integration of elements of the knowledge management process —
5.06

Continuous, unconditional knowledge sharing between organisational
members

Knowledge development/knowledge renewal

The role of organisational memory

Alignment of knowledge management with organisational objectives

The relationship between
technological background and
knowledge sustainability

The important role of the information technology background
Reliance of organisational members on technology — 5.02
Adequate level of technological background

The role of artificial intelligence

Informatics as the most important role

Technology knowledge and skills of organisational members

Table 5 The necessary conditions for sustainable knowledge

The second phase of Delphi
100 Hungarians and 70 Swedes answered the first round of questions. Knowledge management
expert, (university lecturer/consultant with knowledge management background) 30/42%, company

Source: own editing

expert 30/29%, non-expert in knowledge management 40/29%.

Again, another round was carried out, building on the results of the text analysis, and a new
questionnaire was sent back to the respondents of the first round, and then the round was extended, with
400 responses being received. The statements in the questionnaire were worded in slightly different

terms, but sought to explore similar categories as the first phase.

Based on the results of the two phases, the filtering of the most important words and phrases helped
to make visible the terms that could form the basis of a definition of sustainable knowledge. Based on the

above, our definition of knowledge sustainability:
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Definition

Knowledge sustainability is a vital organisational strategy to make better decisions for ethical and
sustainable organisational operations by preserving the value and usefulness of knowledge (tacit and
explicit) in the organisation over the long term. It contributes to gaining and maintaining a competitive
advantage by continuously updating existing and new knowledge, embedded in organisational activities.
At the heart of knowledge sustainability is human capital, the prerequisites for its provision within an
organisation:

*  An organisational culture based on trust (personal and impersonal), where members and
management of the organisation work together on an ongoing basis while adhering to the
principles of sustainable management.

* Integrating the elements of the knowledge management process into organisational processes,
ensuring a continuous, evolving, knowledge-sharing cycle of knowledge.

*  Ensuring a high level of availability of the technological background supporting the knowledge
management process, maintaining the stress-free operation of technology, ensuring digital and
workplace wellbeing.

*  Sustainability leadership practices.

Results

Based on the responses to the questionnaires, further statistical analyses were carried out which
confirmed that

*  An organisational culture based on trust is a prerequisite for knowledge sustainability

*  Organizational knowledge sustainability is based on the pre-conditions (ethics, trust) and

steps (knowledge acquisition/sharing, knowledge retention, knowledge development) of a
knowledge management system.

*  Aligning knowledge management with organisational objectives is essential for the long-term

sustainability of knowledge.

*  The most critical step for knowledge sustainability is knowledge sharing.

*  The information technology readiness of the organisation plays an important role in making

knowledge sustainable within the organisation.

*  The motives for organisational knowledge sustainability are influenced by the characteristics

of national culture.

»  Experts and outsiders at the theoretical and practical levels of knowledge management have

similar views on organisational knowledge sustainability.

To summarise very briefly the results of the management interviews (in which, in addition
to sustainable knowledge, the respondents also summarised the relationship between sustainable
leadership and learning organisation characteristics), sustainable knowledge, learning organisations
and sustainable leadership are closely linked and mutually reinforcing. The creation and application of
sustainable knowledge enables learning organisations to lead and operate sustainably, while sustainable
leadership helps these institutions translate sustainable knowledge into practical action and results. In
this way, sustainable knowledge and leadership can bring long-term benefits not only to companies and
organisations but also to society and the environment. Summarising the results of all research phases, we
consider the interconnectedness of the theoretical research model to be proven.
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Practical application of research results

All research phases have produced lessons learned and results that influence management decisions.
The logic of GNH highlights the importance of balanced development. With its holistic approach, it
can show the critical organisational areas for improvement that need to be prioritised for management
decisions. These critical steps, in addition to ensuring employee satisfaction and well-being, also draw
attention to sustainability aspects. Linked to this, the implications of the use of emerging technology and
the need to manage technostress are articulated. It is not enough to take advantage of the opportunities
offered by technology; management must also take account of human tolerance. The importance of
cultural parameters that influence the long-term success of organisations is demonstrated through the
vital importance of attention to personal and impersonal trust. Demonstrating the importance of trust,
and attention to economic impacts is an essential task for managers. Sustainability, as an everyday issue
in the functioning of organisations, calls for the acquisition of the mandatory competencies of sustainable
leadership, the incorporation of which into managerial practice is a pledge to ensure sustainable
knowledge. It is clear that there is plenty for managers to do, but it is worthwhile to do it by designing
well-thought-out actions, aligned with strategy, and with a conscious change management toolkit.
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DIrRK-JAN F. KAMANN
UNCERTAINTY AND DECISION TAKING IN BUYER-
SUPPLIER RELATIONS

To discuss, model, measure and show the different aspects that play a role in decision making and taking
in buyer-supplier relations when facing uncertainty.

A mix of various methodologies was applied, depending of the aspects studied. This varied from a broad
literature review, evaluated in a Mini-Delphi style workshop, to interviews, analysed with Atlas.ti.

Three different results will be presented: (/) an accumulative three-layered general model showing (i) the
assumed decision flow of the decision maker’s process under uncertainty; (ii) the assumed behavioural
aspects affecting this decision flow; (7ii) manifest variables and latent constructs related to the decision
flow; (2) how relations are managed facing accumulated supply chain disturbances showing differences
between (i) response time (77) firm size and (ii7) human response attitudes; (3) the role of network
embeddedness and leadership style.

The proposed general model is designed to be used for surveys and gamification experiments, with
relevant operationalised variables made explicit. The two other examples of studies are reflecting the

uncertainty of the Covid-19 period, as such a rather unique opportunity to study the effects.

Introduction

A vast body of literature exists on decision making and uncertainty (Edwards, 1954). Because of
this, this contribution will first of all selectively summarise this body of knowledge, with less interest
in the algorithms used in the process of making and taking a decision and what "uncertainty’ may do to
such an algorithm. The model discussed and the elements making it up is designed so it can be used for
surveys, interviews and gamification experiments, with relevant operationalised variables made explicit
(Kamann, 2023). It is available under the Creative Commons Attribution License, as are the other two
examples described (Kamann — Tatai, 2023; Kamann — Gyuracz-Németh, 2023).

The General Model of Decision Taking
Making a decision

In this General Model, ‘making’ a decision is viewed as the process of deliberation, weighting,
waiting, recalling, searching, digesting all kinds of relevant and seemingly-not-so-relevant external
stimuli, internal experiences and memories and events that lead to a final step: the actual decision taken.

Literature shows an increased interest in the interaction between normative, descriptive and
prescriptive theories of decision making (Riabacke, 2006; Bell et al., 1988; Keeny, 1992). ”The context
affects the form of decision analysis and the way decisions are made”; “No decision takes place in
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vacuo: there is always a context” (French et al., 2000; p.2). It was found (Bakker — Kamann, 2007)
among managers dealing with buyer-supplier relations, that their decisions, based on their accumulated
perception of what to do in a certain situation was context driven and based on passed networks
participated in, the world view or socially negotiated order (Eden, 1992) of the companies of the past
and present. A world view, reflected in the nature and role of company protocols, procedures and rules,
and decided upon by the most powerful functions in the organization: the negotiated social order or
hierarchy. These managers were found to have been conditioned (Bourdieu, 1972) into using a set of
human embodied recipes, routines and values.

The author has read with interest and has great respect for colleagues describing and modelling the
decision processes in relation to neural networks (Voltz et al., 2005; Hsu et al. 2005; Rao, 2010), using
Markov decision modelling (Alagoz et al., 2010), Monte-Carlo multi-criteria decision models (Madani
— Lund, 2011), or other sophisticated modelling techniques (Loewestein — Prelect, 1991), including
the ones used in economic consumer’s choice models (Hey — Maffioletti, 2010). Similarly, while it is
interesting to read that there are different types of memory (Del Missier et al., 2013), this could be
considered to be similar to a description of the decision maker’s internal algorithm and neural processes.
Interesting, but outside of the scope of this study.

This contribution will just take the algorithm used by the decision maker in his process of making
a decision for granted, and the actual observable decision will be taken as a starting point. The focus
will be on the nature of a shift in behaviour as a result of (increased) uncertainty and to try relating this
to some observable personal characteristics like age, gender, level of Emotional Intelligence including
adaptability, education, work experience, emotional and adaptability intelligence, cultural identity as
expressed by nationality and contextual characteristics expressed by framing a particular contextual
situation (Lipshitz et al., 1997).

Methodology

A broad literature review was used to generate relevant aspects, to be discussed during a two day
workshop with 10 selected international experts applying a Mini-Delphi set-up (Pan et al., 1996). The
outcome was reflected in a hypothetical model, ready for further empirical testing.

The existing body of knowledge

Defining uncertainty

Uncertainty is defined in this study as “... the psychological state in which a decision maker lacks
knowledge about what outcome will follow from what choice”. Busemeyer (1985, p.538) describes three
classes of situations: “decisions made under conditions of certainty, risk, or uncertainty (..). Under risk,
each action produces a set of possible outcomes, and the probability of each outcome is known”. Actions
under conditions of uncertainty also produce a set of possible outcomes, but the probability of each
outcome is unknown. Three types of causes for uncertainty can be distinguished (Lipshitz — Strauss, 1997,
p.-149): (1) inadequate understanding; (2) incomplete information and (3) undifferentiated alternatives.
It may be an externally attributed uncertainty (Kahneman — Tversky, 1982), based on (a) frequencies or
(b) propensities, or an internally attributed uncertainty, and based on (@) arguments or (b) introspective
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confidence, equal to “knowledge’. To make it even more complex, Ulkiimen et al. (2016, p.1282) write:
Pure epistemic (knowable) uncertainty is “uncertainty as entailing missing information or expertise
concerning an event that is, in principle. It is represented in terms of a single case that is (or will be)
true or false and is naturally measured by confidence in one’s knowledge or in one’s model of the causal
system that determines an outcome”. In contrast, they distinguish pure aleatory (random) uncertainty
as “entailing an assessment of stochastic behaviour that may be associated with a particular subjective
probability but is otherwise unpredictable. Busemeyer (1985, p.561) unites some of these distinctions
by stating that “... decision making under uncertainty involves learning and memory processes when
the outcome probabilities are learned through experience”. The question is if those learned probability
outcomes are viewed or perceived to be the result of a unique situation or can be considered as typical
for that class of situations.

Finally, Hansson (1996, p.369) distinguishes four components of uncertainty: (1) the identity of
the options is not well determined (uncertainty of demarcation) ; (2) the consequences of at least some
options are unknown (uncertainty of consequences); (3) it is not clear whether information obtained
from others, such as experts, can be relied on (uncertainty of reliance); and (4) the values relevant for the
decision are not determined with sufficient precision (uncertainty of values).

Uncertainty, trust and temporal embeddedness

Some authors (e.g. Hansson, 1996) raise the question if suppliers can reduce byers’ so-called
Decision Making Uncertainty by building mutually trusting relationships. Trust is ‘perceived reliability’
and ‘integrity of an exchange partner’; it can be viewed in terms of competence, consistency, and
benevolence (Gao et al., 2005). This relates to uncertainty in the perceived capabilities of the supplier, in
line with the business marketing literature (Morgan — Hunt, 1994).

One might say that buyers’ trust in suppliers is established when buyers believe in the suppliers’
willingness “to keep their promises and their ability to deliver competent and need-satisfying
performance”. “Dependence is defined as the extent to which there is no equivalent or there are no better
alternatives available in the market” (Hansson, 1996, p.386; cf. Ford, 2002).

Instead of ‘trust’ the concept of ‘temporal embeddedness’ (Emerson, 1962; Heide —John, 1988)
can be used: the presence of a shadow of the past feeding memories about proper and/or inadequate
behaviour, and the shadow of the future, assumingly reducing opportunistic behaviour (Axelrod, 1984).
This study operationalises this concept by using the length of the past, present and future contract term
with the other party. Therefore, ‘one-off” deals will be compared with a deal incorporating a series of
consecutive projects over a certain time span.

Making sense of a situation

This study starts with asking ,, what actually happens when a decision maker has to take a
decision”, apart from the brain activities in a technical sense (Voltz et al., 2005; Hsu et al., 2005 Rao,
2010). Obviously, the decision maker has to recognize the various relevant aspects that may play a role
in making that decision. A sense-maker in a situation with many suppliers to choose from and relatively
no risk or uncertainty faces different external stimuli, routines from the past, experiences, expectations
and uncertainties from a sense-maker facing a new development project with a unique strategic supplier
(Kraljic, 1983). To use the terms used by Mintzberg et al. (1976, p. 253): there are two activities:
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recognition and diagnosis. “Diagnosis involves decisions about which type of information to collect
in order to begin the process of problem solving”. In other words: he or she has to make sense of the
situation. In such a situation, experience helps, usually. “Experience is the consequence of activity. The
manager literally wades into the swarm of “events” that surround him and actively tries to unrandomize
them and impose some order. The manager acts physically in the environment, attends to some of it,
ignores most of it, talks to other people about what they see and are doing” Weick (1979, p.148).

There are seven properties of sensemaking (Weick, 1995,p.17): (1) grounded in identity construction;
(2) retrospective; (3) enactive of sensible environments; (4) social; (5) ongoing; (6) focused on and by
extracted cues; (7) driven by plausibility rather than accuracy. It is a process, characterized by successive
stages of enactment, selection and retention. What may seem relevant in one situation — e.g. a ‘straight
rebuy’ - may not seem relevant in another — e.g. a ‘modified rebuy’ or a ‘new task’ (Robinson et al. 1967;
Webster — Wind, 1972).

Conditioning habitus

Managers active in buyer-supplier relations receive training and gain experience — accumulating
routines — over the years, building up a cognitive map of structured knowledge. This resembles the
conditioning or socialisation process described by Pierre Bourdieu (1972), where individuals are
conditioned into accumulated human embodied routines, values and ways to act — the modus operandus
- by their habitus. This way, practices and decisions of individual decision makers can be influenced,
determined or simply transferred through education, training or even through professional norms
applying to certain situations (Bourdieu, 1977).

The habitus in fact is the external mould that shapes thinking and behaviour, given of course genetic
aspects: the nurture versus nature discussion. It is the accumulated conditioning of past experiences of
people, determining their cognitive map (Boodie et al., 2016); of cause/effect chains and their world
view: how to do things and which concepts, theories or protocols to apply in familiar situations but also
in new, hitherto unknown situations. “Mindscapes operate a lot like maps. They shape our perceptions
and we see what we expect to see. Mindscapes also have a stealth quality to them. Unnoticed, they
frame the way we think and then provide us with a rationale for legitimizing out thoughts and actions”
(Sergiovanni, 2005, p.40). This phenomenon has been studied in the procurement situation by showing
the impact of training, networks one participates and the *world view’ of organisations one is and was
part of (Bakker — Kamann, 2007).

The process of verification and deliberation time

A sensemaker, confronted with a particular situation, will go through the stages, described by Weick
(1995). However, all kind of forces, features and fatalities may hinder this process, or speed it up. It
means that the so-called deliberation time varies: “(...) the deliberation process involves an accumulation
of information about the consequences of a decision” (Busemeyer — Townsend, 1993, p.455). ‘Itis a
time-consuming and effortful cognitive process that involves an extensive amount of information
seeking, weighing of consequences, and conflict resolution” (ibid., p.432). Over time, information may
affect initially perceived uncertainty: “the influence on decisions of the way in which uncertainty is
resolved through time represents an interesting area of investigation” (Epstein, 1980, p.269). The feeling
of uncertainty of persons doing an information search has been studied by Pugh (2017). He found three
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factors: (1) Disorientation, described (Pugh, p.161) as “confusion, a sense of being lost or overwhelmed
by the scale of the task at hand and a desire for outside help”. Two other factors Pugh found were
Prospect, described as “seem to reflect a kind of groundedness: that users can look ahead to future search
sessions, understand where material of interest is located and felt they had made forward progress and
Preparedness referring “to preparation, planning and trust”. A sensemaker who perceives a situation as
familiar — hence without perceived uncertainty about the outcome — will use less time to decide, with
less checks and rounds of information gathering, compared to a situation that is perceived as unknown
or new. The question is whether those additional rounds of information and references gathering can
be expressed in monetary terms, or will they result in a particular calculated risk percentage. Hence,
replacing uncertainty with ‘risk’, or ‘chance’, or the ‘odds’, being the probability of occurrence of a
known potential event, or not occurring of that event. Under complete uncertainty, the decision maker
knows neither the complete set of possible events which may take place, nor their exact impact, nor their
probability of occurring.

The role of commitment in denying gaps

Another aspect that may affect the verification process is described as the anchoring process
(Tversky — Kahneman, 1974). As Schwenk describes (1984, p.116), it is a process where up-to-date
information that would require the adjustment of initial estimates and perceptions is not fully used, and
“the adjustments are typically insufficient. Final estimates are biased toward the initial values”. Related
to this is the concept of increased commitment. “Researchers have found that once an individual commits
significant resources to an investment project, he will tend to allocate more to the project if he receives
feedback indicating that the project is failing than if he receives feedback indicating that it is succeeding”
(Schwenk, 1984, p.117). So, instead of giving up the project since it is not paying off, decision maker’s
personal feeling of responsibility induces decision makers to stick to it (cf. Staw, 1981).

Reasoning by analogy
‘Misdefining a situation’ relates to an oversimplified inappropriate revision of the decision, referring
to an analogy (Schwenk, 1984, p.115)

Prior hypothesis bias

Finally, it may occur that a decision maker simply ignores or does not perceive gaps. This often
happens in situations defined as (a) insensitivity to predictability, (b) insensitivity to sample size, (c)
illusion of validity. This all leads to increased inaccurateness in the prediction of consequences of
alternatives (ibid. p.115).

Emotional and Adaptability Intelligence

It would be interesting to see if a high score on any of the major aspects of Emotional Intelligence
(EI) (Petrides, 2009; Kamann — Kévari, 2021) plays a role in the nature of the decision or the process of
decision taking and whether or not it has any relevance for the nature of the context — for instance dealing
with leverage suppliers or strategic suppliers (Kraljic, 1983) — and the deliberation time and nature of
additional info asked for, as we will see in one of our examples in section 2 (Kamann — Tatai, (2023). The
same applies for Adaptability Intelligence - usually seen as one of the EI components - as for instance
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proposed by Natalie Fratto (2019): do we see any difference between people with a high score and a low
score? Adaptability is considered as “a personal quality that is important in handling ambiguity, dealing
with uncertainty and stress, and in working outside traditional temporal and geographic boundaries”
(O’Connell et al. 2008, p.249). As to the explicit relationship between Emotional Intelligence and
Adaptability, Petrides (2009, p.90) found that using his TEIQue set of questions, “The best represented

2

facets were “happiness,”’, “social awareness,” and ““emotion regulation”, while the least well represented
facets were ““self-motivation,”, “adaptability, (sic/) and “impulsivity”. The former three can be thought
of as most characteristic of trait EI, and the latter three as least characteristic, albeit still part of its
sampling domain”.

Different approaches with an explicit focus to measure adaptability were found. Karaevli — Hall
(2006, p.360) state that adaptability and its related concepts flexibility and versatility are “elusive
concepts that have not been well defined in the literature, and therefore, difficult to measure, predict
and teach effectively” continuing with “However, even though it may be elusive, adaptability is a key
quality that enables a person to manage the process of change and development..”, which basically
is what Darwin already noticed. As Savickas (2005, p.51) states, “Adaptability involves (...) solving
problems that are usually unfamiliar, often ill-defined, and always complex.” Moving towards actual
measurement, we find that adaptability is the result of individual characteristics (age, race, gender),
human capital factors (employability, occupational status, education, tenure, contractor experience) and
work environment (work demand, managerial support, personal control, communication) (O’Connell et
al. p.249). Some of these aspects are easy to measure as manifest variables, others more complicated and
need at least a type of factor analysis to create latent concepts. Some of them fit in with recommendations
of stress researchers (Van Yperen — Hagedoorn, 2003) focusing on work demand, managerial support,
and personal control, including Intrinsic motivation.

Other authors (Pulakos et al. 2000) developed the Job Adaptability Inventory (JAI) scale, containing
132 questions for eight dimensions. Yet another tool - the - ADAPT measure - focuses on adaptability
as a personality-trait which describes individual’s ability to adapt to organizational changes (Ployhart
— Bliese, 2006). This differs from the JAI scales which measure adaptive performance as behaviour.
I-ADAPT also uses eight dimensions: crisis adaptability, stress adaptability, creative adaptability,
uncertain adaptability, learning adaptability, interpersonal adaptability, cultural adaptability, and physical
adaptability. One could combine some of these with the manifest variables proposed by O’Connell et al.
(2008) like age, gender, nationality, occupational status, education, and tenure.

Balancing internal and external aspects, Thornley — Raven (2020) measure adaptability across three
core dimensions: Ability (your adaptability skills), Character (the innate aspects of Self that determine
the ways in which you may approach adapting), and Environment (how your environment can help or
hinder your adaption). Together with sub-dimensions, such as Grit, Resilience, Mindset, and Learning
Drive (...).

Finally, Karaevli — Hall (2006, p.362) write that “Adaptability requires an individual to be capable
of making internal changes (self-awareness), and being resilient, positive, confident, and flexible in
making those personal changes”.

Hence, in conclusion, together with some of the items used for EI by Petrides (2009), it seems a
good idea to capture human traits assumingly playing a decisive role in decisions under uncertainty,
like Adaptability (such as flexibility and willingness to adapt to new conditions), Self~-Motivation (the
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drive, intrinsic motivation and endurance in the face of adversity) and, next to an apparent need for self-
awareness just noted, also Social Awareness (the ability to network and social skills).

Single decision taker versus team decisions

This study has its focus on single person decision making, and not so much on group decisions.
Team decisions may well be different and have advantages of mixing skills and experience, attitudes
and information processing (Lejarraga — Miiller-Trede, 2017). The single decision maker assumingly
will involve other persons in the decision by asking for references, sharing experiences perceived and
believed to be relevant, but — at the end - will still make the decision.

Learning curve effects

One of the questions in taking decisions under uncertainty is, whether experience counts. This
would suggest that experienced decision takers know better how to deal with uncertainty. Do they know
better how to classify what is ‘really’ uncertain, unpredictable in terms of risk probability and separate the
aspects that have a risk probability? This in line with ‘sense making’ processes earlier. In the literature,
the issue of a possible learning curve is discussed with the following research question (Schilling et
al., 2003, p.39) “Is the learning rate maximized through specialization? Or does variation, related or
unrelated, enhance the learning process?” and could specialisation lead to a locked-in-mental-map, blind
for changes?

Synthesis: towards a conceptual model

Definitions and descriptions

To describe, or model the process of decision making, the definitions above were used and
combined with a number of behavioural approaches, such as field theory, cultural materialism, sense-
making, ‘naturalistic decision-making’, isomorphic institutionalism, concepts from business marketing,
procurement concepts and combinations and applications of these theories.

The Model

The decision maker has to make sense of external stimuli with a conditioned structured knowledge
based cognitive map based on past experiences that causes him or her to look only for certain signals,
considered and perceived to be ‘relevant’, with a — likely — ‘biased’ interpretation, while ignoring or
eliminating other signals; “You see what you believe” (Weick, 1995). As stated, this study does not try
to measure or represent the cognitive map directly, but will focus on the result of any action, given the
latent concepts of personality, cognitive map and the way perceived information is selected, perceived
and used for any decision and action.

Because of this, the conceptual model proposed will be a ‘layered model’: figure la for just the
decision flow, figure 1b including the behavioural aspects assumed to play a role and figure 1c including
the observable — manifest — variables to be used and measured in empirical research. ‘Personality’ in fact
is a latent variable per se that will be operationalised to some extend using manifest variables or tests.
Hence:
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(1) the actual decision flow of any decision maker:
a. the verification process incorporating enactment, selection and retention
b. the decision makers experience, his’her memory — cognitive map - the as facts perceived
observations and the company protocols
c. the decision resulting from
i. either decide to see it as a standard repeat task or straight rebuy leading towards a standard
action; or
ii. alternatively, a delay leading
1. either to a situation where possible gaps are simply ignored and the standard action is taken
or even resources are added or
2. the decision maker decides to asses uncertainty by a search for information considered and
perceived as relevant, or perceives the uncertainty as a combination of risks with known
probabilities and makes a risk analysis.
d. the outcome of the info search and/or risk analysis is either
i. adecision it should be viewed as a new task,
ii. a modified rebuy or
iii. the project is abandoned.

(2) the hidden or latent internal personal behavioural characteristics (in light grey) that in
particularly may play a role when the decision maker deviates from a more ‘rational” decision process:
a. Elements that may play a role in the initial verification trajectory (Lipshitz — Strauss,
1997,p.149):
i. an inadequate understanding of the situation
ii. incomplete information
iii. undifferentiated alternatives.
b. Aspects of uncertainty that may occur (Hansson, 1996, p. p.369):
i. uncertainty of demarcation
il. uncertainty of consequences
iil. uncertainty of reliance
iv. uncertainty of values
c. Elements of the ‘anchoring process” (Tversky — Kahneman, 1974; Schwenk, 1984):
i. Increased commitment
ii. Reasoning by analogy
iii. Prior hypothesis bias
iv. Increased commitment
d. Personal characteristics that may lead to improper interpretation of information (Lipshitz —
Strauss, 1997, p.149)
i. Insensitivity to predictability
ii. Insensitivity to sample size
iii. [1lusion of validity
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e. Part of the decision maker’s personality that we will not measure;
f.  Aspects of the search process (Pugh, 2017, p. 161)

i. Disorientation

ii. Prospect

iii. Preparedness

(3) The hidden or latent external behavioural characteristics (also in gray) that in particularly may
play a role: the Socially Negotiated Order or World View of the organisation where the decision maker
works or has worked for many years;

(4) The observable characteristics (dark grey shaded) assumed to play a role in the verification
process (Petrides, 2009; O’Connell et al.,2008, p. 249; Ployhart — Bliese, 2006):

a. Personal data:

i. Organisational history of the decision maker including type of business;

ii. Functional past — Marketing, R&D, Finance, Production, Procurement, Logistics, other
function;

iii. Educational history, in particular diplomas issued by professional organisations;

iv. Nationality;

v. Family situation; children, number of brothers and sisters;

b. Age, assumed to impact in particularly experience and memory;

c. Part of the Personality characteristics that we will try to capture using 11-point survey
questionnaire items; in particular some aspects of Emotional Intelligence including Adaptability
Intelligence and Adaptability Intelligence per se.;

d.  Temporal embeddedness, measured as prior knowledge and experience with suppliers and
future length of present contract and proposed contract;

e. Deliberation time, measured as the time a decision maker uses to make a decision in the
experiment (Kamann — Tatai, 2023). This will be the topic of the next section of this contribution.

The 3-layered Model

The presented model consists of three layers. Each layer will be presented separately:
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Figure 1a Decision flow of the decision maker under uncertainty
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Discussion

The results of the study were discussed, evaluated and commented on during a two day workshop.
In this MiniDelphi set-up (Pan et al. 1996), selected international experts participated, which resulted in
the construction of a preliminary tentative model in the style of a linear structural equations model (figure
2.). While the model is meant to be relevant for buyer-supplier decisions, it could well be applicable to
other types of relations.

A

Organuzational ydlditional info

lustory

| Functional past

Decision

Educational
history

Deliberation

| Family situation tune

| Mationality

—

Temporal i
embeddedness

Figure 2 A tentative model of decision making under uncertainty
Source: Kamann, 2023, p. 22.

Conclusions about this General Model

It was possible to derive relevant process steps and aspects from literature. This resulted in
a three-layered model showing (1) the assumed decision flow of the decision maker’s process under
uncertainty; (2) the assumed behavioural aspects affecting this decision flow; (3) manifest variables and
latent constructs related to the decision flow. A MiniDelphi session refined the findings and enabled the
formulation of a tentative model, designed for further empirical testing.
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Facing accumulated supply chain disturbances
Background

The COVID pandemic, climate change effects, the Ukrainian war together with network ripple
effects (Li — Zobel, 2020) such as fires, explosions and strikes increased the uncertainty for companies
about getting the right inputs at the right time. Increased lead times and unavailability of certain inputs
played havoc on many supply chain networks (Butt, 2021). Managers had to develop new ways of dealing
with these new and unprecedented uncertainties in their struggle for resilience (Ramanathan, 2022).
In their contacts with buyers and suppliers, significant differences between human attitudes occurred
(Kamann — Gyuracz-Németh, 2023). The question being if these attitudes encountered were incidental
or systematic? Furthermore, the case study (Kamann — Tatai, 2023) showed that some companies took a
very long time to respond to a request about changes in the specifications or delivery date. How come?
Maybe, related to firm size, negotiation power or the complexity of the firm concerned? How to deal with
them? What did it mean for the way the company operates and employees should be trained?

When taking a helicopter view of the supply system, we should realise that supply uncertainty for
one company may well be the result of the problems a supplier of that company has because of demand
issues, a fire, strikes or environmental impacts or even process issues; problems where the effect spreads
across the supply network: the ripple effect (Li — Zobel, 2020). Also, volatile customer demand may lead
to supply problems when suppliers are unable — or unwilling — to follow or absorb that volatility. In our
case study, we do find these situations. Hence, to single out unique single risk sources may result in nice
lists of risk sources, but overlooks the interrelationships and often multiple interdependences between
all those risk sources creating uncertainty because the probability of each possible outcome is unknown.

Methodology: mixed methods

A mixed method methodology was applied. The lead times of inputs from the four major suppliers
of raw material and total throughput time came from the SAP system of the company, as did the real
decision times required by 100 selected buyers, representing 80 percent of the turnover. A Mini-Delphi
method (Gallego — Bueno, 2014; Strasser, 2017; Pan et al., 1996) was applied when developing a scale of
human attitudes. Four general managers of similar companies as the focal one were interviewed to discuss
the attitudes they met. Results were discussed again and were used to analyse the 100 contacts selected.
All correspondence and discussions between the sales managers and the customers were analysed and
discussed with managers if required. As such, this can be viewed as a type of action research, since results
were immediately implemented and used in the company.

The 100 Buyers were divided into four size categories in terms of employees and annual turnover:
SMEL!1 (<10 employees; <2m Euro turnover); SME2 (<50 employees; <10m Euro turnover), SME3
(<250 employees; <50m Euro turnover). The MULTI typically has one global head office and maintains
facilities and assets in numerous countries other than its home country. It typically is a well-known
company with large operation bases and a large revenue.
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Case description

The focal company is a Hungarian company. It’s most important supplies of high quality inputs are
for 25 percent from one Hungarian and 75 percent from three large European multinational suppliers.
The product focused on contributes up to 79 percent of the turnover. The more than 400 customers
come from warehouse logistics, transportation, automotive, electronics component manufactures, plastic
industry, construction manufacturers, and food manufactures.

The disturbances it faced

Ripple effects: (1) one of the major suppliers announced a force majeure due to the explosion and
subsequent fire that occurred at the plant of one of their main chemical suppliers, subsequently followed
by increased prices and lower volumes. (2) Further cost ‘explosions’ followed such as for pallets, hard
woods, energy and oil. (3) Another major supplier changed the delivery methods so the company had to
divert volume in a shift towards another supplier. (4) A major strike in Finland affected another major
supplier for 5 months. It caused an enormous gap in the paper industries all over Europe.

Unprecedented external disturbances: The Covid pandemic and the Ukraine war can be considered
as two major external disturbances having a stagnating impact on global business. It led to lack of
resources, logistical problems, rocketing energy prices and increased anxiety about the future. The
visible effects of the climate crisis only added to this feeling and meant an intensified search for the
appropriate answer.

On the buyer s side: because of some bankruptcies and customers switching to other suppliers, the
number of customers went with less than 3 percent down, from 441 in 2019 to 429 in 2022. The company
did not find new customers to replace the ones gone. Its aim was most of all to serve customers who are
in a business relationship for a long time, not to get short term contracts.

Results

Lead times

A detailed analysis showed first of all the impact on the upstream lead time of its four main first
tier suppliers of raw material — expressed in working days spent for (7) procurement, (2) confirmation
of orders and (3) arrival at the focal production plant. This total sourcing process took 6 working days
in the past but went up to at least 30 days and a large share of ‘unknown’ for the second and third part.
Analysis of the total downstream process of (1) order confirmation to buyer, (2) producing the required
labels, (3) delivery time reveals that this used to be 5 days, but also went up to at least 30 working days
with all three aspects entering the “‘unknown’.

Decision time

The time buyers took to decide on requests for adjustments required to accommodate changes
induced by upstream issues and problems was measured for 100 contacts: 15 SME1, 24 SME2, 14 SME3
and 47 Multinationals. Figure 3 gives the percentage frequency distribution of the time required for
each of the three SME size categories and the Multinationals. It shows a rapid decision making by the
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smallest SME1 category (modal score of 4 days), a bi-modal distribution for the next size SME2 (either
4 days or 16 days), SME3 with 13 days and the Multinationals ranging from 7 to 40 days, with a peak
at 15. One of the assumed causes for the large range of scores by the multinationals is the complexity in
decision procedures, intensified when decisions are following multi-national routes. Another assumption
explaining the short decision time of the small SMEs versus the long decision time used by multinationals
is the difference between entrepreneur led small SMEs and manager led multinationals (Kamann et al.,
2004). Differences in time required for consultation, deliberation, consideration and counsel translate in
total longer decision time.

SME 1

45% +

40% -+

35% -

30% +

25% +

15%

10% -

5%

0,12 3,45 678 91011 12,1314 15,1617 18,19,20 21,22,23 24,25,26 27,28,29 30,31,32 33,3435 36,37,38 39,4041

e SME]L s SME2 s SME3 s MULTI

Figure 3 Percentage distribution of decision time of buyers for 4 size categories
Source: Kamann — Tatai, 2023, p. 60.

Attitudes encountered

The result of the Mini Delphi exercise was the following initial list of attitudes encountered: (1)
being positive motivated, (2) being helpful, (3) risk minimisation, (4) revenue optimisation, (5) group
decisions, (6) teamwork, (7) support each other and information sharing. In addition, all the conversations
between the sales department of the focal company and the customers of the company were read. After
discussing these, the following list of nine attitudinal characteristics was applied when analysing the 100
contacts for the four size categories used: (1) cooperative, (2) selfish, (3) exploitative, (4) demanding, (5)
tolerant, (6) inspiring, (7) brutal, (§) ignorant and (9) helpless. These nine attitudes were clustered along
a polar scale with on the two poles ‘total denial’ and ‘total flexibility’, as shown in figure 4.
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Figure 4 ‘Total denial’ versus ‘Total flexibility’ in human attitudes encountered from buyers
Source: Kamann — Tatai, 2023, p. 60.

Table 1 gives the scores on the components of the 9 types of attitudes scale of the 100 contacts by
firm size category.

exploitative| brutal selfish demanding helplessignorant tolerant cooperative inspiring
SME1 53y 13% 1% 2%
SME2 2 17% 22% 26% 13% 13%
SME3 1% 7% 43% 43%
MULTI  21% 8% 13% 6% 42 13% 2% 1% 13%

Table 1 Attitude scores when asked for adjustment; by size category buyers
Source: Kamann — Tatai, 2023, p. 60.

The first column — only scored by Multinationals — has a surprisingly high score of 21 percent for
exploitative attitudes. Is it, because Multinationals think they can do whatever they want? They have the
power, they can be arrogant? Fortunately, it is not true for all the Multinational enterprises, because they
can also be cooperative, inspiring and tolerant.

Compared to entrepreneurial led small companies, the multinationals with their bargaining power
would be assumingly less understanding and more brutal; the opposite is true. The smallest SMEs are
the most brutal in their response. They simply deny flexibility. The largest SMEs were the most positive.
Hence, the assumption that market power almost automatically translates into more brutal and less
cooperative behaviour is not supported. At the same time, some of these multinationals turned out to be
less flexible, not because of a human attitude, but simply because of certain protocols that for instance did
not allow more than a single price adjustment per year. They sometimes are caught in their complexity in
decision making, created by themselves, which may be a serious handicap in times of uncertainty were
rapid decision making is an advantage (cf. Kamann — Gyuracz-Németh, 2023).
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Practical implications

Faced with the variety of attitudes, ranging from total denial to total flexibility, employee training
was proposed. Employees would and should be trained to be at least aware of the nature of people’s
attitude they deal with in external communication. Well trained employees may be more effective and
lead to less conflicts with partners within the supply network.

Conclusions of this study

Unprecedented events led to sharp increases in lead time and unpredictable shortcomings in volumes
contracted and delivery times. These shortcomings were transferred downstream. Buyers responded on
requests to adjust volumes and deliveries in quite different ways. Small companies showed negative
attitudes; for 80 percent of the smallest category of buyers described as brutal and ignorant. While
multinationals took a long time to decide, assumingly caused by more complex decision procedures,
their attitudes were more diverse and included many supportive attitudes, albeit that ‘exploitative’ was
the largest category of attitudes with 21 percent of the analysed interactions with multinationals. Related
to this is the observation that managers respond in a different way from entrepreneurs/owners.

The role of network embeddedness and leadership style
Idiosyncrasy versus isomorphism

Hotels were observed to adopt different policies as response to the Covid-19 pandemic: some
simply closed down their business altogether when facing declining demand (Kamann — Gyuracz-
Németh, 2023). Others tried to shift to other customer types. Some stopped all deliveries and postponed
payments to their suppliers, others just reduced the volume. Some dismissed all temporary workers,
sent administrative staff home to telework, or asked workers to do maintenance jobs or renovations.
Others kept their workers since they felt loyal to them or were afraid they would not come back after
all would be over. Given the large variety in hotels in terms of location, market segment, ownership,
size, life cycle, outsourced management, nationality, multi-site versus single site and degree of local
embeddedness we are not surprised to find ‘idiosyncrasy’ the way more detailed options were filled in.
For, what makes people decide for a particular option? As mentioned before, people make decisions
based on their cognitive map (Eden, 1988) — the structured experiences from the past. Their world view
has been conditioned by the training, education and networks they passed through and still are part of
(Bakker and Kamann, 2007). It had an impact on their personality and leadership style and the perceived
best evaluation of possibilities given the nature of their local contacts, their organisation and the business
and social networks they operate in. Hence: their network embeddedness in both social and economic
space (Uzzi, 1997; Gnyawali — Madhavan, 2001). A network where they exchange information, align
and learn strategies, but also the degree top management agrees or is in conflict vis-a-vis options found
feasible (Medina et al., 2019). All, given similar external conditions, measures, regulations and events
they all face, expectedly leading to some form of isomorphism (DiMaggio and Powell, 1983).
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Research question

The Research Question in this example study was: what do hotels share in the way they tackle the
Covid-19 pandemic, fitting isomorphism and what makes hotels different in the way they deal with the
pandemic, creating the observed idiosyncrasy?

Kamann — Gyuracz-Németh (2023) show in detail what decision makers found important: the key
drivers, topics, themes, underlying dimensions and processes that played a role in their decision making;
the headache files that absorbed their energy. How are feelings of sope and relief increased, offsetting
feelings of anxiety?

Theoretical framework used

Out of the many theories available (cf. Cambra-Fierroa et al., 2022) Social Capital theory (Nahapiet
— Ghoshal, 1998; Lin et al., 2001; Cooke, 2007) and Institutional Isomorphism (DiMaggio and Powell,
1983) were selected as basic theoretical framework. Isomorphism fits with classical industrial organization
and organization ecology. The observed idiosyncratic behaviour fits with organization studies and
organizational psychology streams with a more voluntaristic perspective, arguing that managers are the
principal decision makers of the firm and, consequently, their actions and perceptions are the fundamental
cause of organizational failure (Hambrick — Mason, 1984). However, while managers may be the
principal decision makers, they did not grow up in isolation; they are the result of social conditioning by
the networks they passed through (Bakker — Kamann, 2007). This is confirmed by Visentin’s (et al., 2021,
p 3) study: “Hotel managers’ sensemaking (during Covid-19) is positively affected by the structural, the
cognitive, and the relational dimensions of their social capital”.

Cases: Type of hotels

The sample used consisted of members of the Hungarian Hotel and Restaurant Association, fulfilling
one or more of 17 specific characteristics: (1) International hotel chain member; (2) Hungarian hotel
chain member; (3) Hotel in the capital Budapest; (4) Spa hotel; (5) Medical hotel; (6) City/business hotel;
(7) Resort hotel; (8) Hotel in the Balaton Region; (9) 5-star hotel; (10) 4-star hotel; (11) 3-star hotel; (12)
Seasonal hotel; (13) All-year open hotel; (14) Hotel targeting older clients (15); Hotel targeting younger
clients; (16) Hotel targeting families; (17) Adult-focused hotel.

It was possible to identify a sample of 11 hotels representing all criteria. To control for the external
environment because of the country specific Government measures, only branches of chains that operated
in Hungary were selected; hotels of the same chains abroad were excluded. The interviewees were either
Procurement-, General- or Operations Manager.

Research flow and information processing

Four waves of interviews with 11 senior hotel managers resulted in a data set of 47 transcripts as
basis for analysis. The first interviews in the first wave — taking place between 22 May and 27 July 2020
- were split-up into two separate parts: a story telling part and a separate semi-structured one. The second
wave of interviews took place between 1st and 15th September 2020; they started with a single story
telling inducing question; the remaining part was a semi-structured interview with some individualised
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case specific questions at the end.

The third wave of interviews was between 15th and 27th October 2020 and was semi-structured.
Some questions where case specific and focused on testing and corroborating the results so far. One
specific question used the Analytical Hierarchy Process to ask about which aspects had caused most
nightmares or headaches over the past six months.

The final fourth wave took place in February 2021 and focused on the mental health of the
managers and the role of network embeddedness in survival. Unfortunately, only three interviewees
were available, given a major closure of the hotel business in that period, either because it was ordered
by the Government, or by choice for more seasonal hotels. These interviews were taken as unstructured
interviews based on creating a narrative about the actual situation at that time.

All interviews were in Hungarian and transcripted using Alrite software resulting in 47 text files to
analyse using Atlas.ti. The 47 text files were translated into English using Google Translate (De Vries et
al., 2018). Two Hungarian coders and one English language coder interpreted the text files.

Headache files

Interviewees were asked where they put most of their energy, attention, despair, thoughts and
prayers. Table 1 reflects the result with significant differences between the hotel managers in their
ranking. The differences could not be explained by size, gender, being part of a chain, location or function
of the interviewee or the characteristics of the hotel.

11 cases using the Analytical Hierarchy Process

D E F G H J K L
26 70 85 70 85 70 85

Overall ranking: | All

Operations 77
Employment 6 | 70 s6 | 70 | 41 | 41 85 | s6
Sales 66 | 41 | 85 | 70 | 85 | 70 | 85 85 | s6 | 26 | 26
Finance 65 | 26 | s6 | 85 PRI 70 | s6 | 70 [ 26 | 70 | 85 | 70
Suppliers 21704 l22w|a|a|n]|a|n|4a]|aqa B
Relationwith 130 1 70 fqq | 41 | 56 | 56 IOM 11 | 41 | o | u | u
owner
Availability st || 26 | 1| 1| 26| 26| 39 | s6 | 26 | 70 | 41
products

Dark grey: biggest headache for that case; Light grey: least headache for that case; Grey for cases: part of a chain

Table 2 Headache files absorbing most of the energy during the pandemic — end of October 2020
Source: Kamann — Gyuracz-Németh, 2023, p. 24.
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Discussion

In spite of the heterogeneity in characteristics, hotels responded in a very uniform way, when taking
into account (1) the topics raised for discussion; (2) the themes applied; (3) processes implemented and
(4) the underlying dimensions playing a role. Given the fact that they were facing the same external
Government measures and the dramatic drop in tourism demand and business travel, this similar
behaviour could be labelled coercive isomorphism (DiMaggio — Powell, 1983, p. 150).

In spite of these similarities, ample differences were observed in the details and it was not possible
to find a clear single observable determinant for this. It could be observed that three of the four chain
members and the two hotels under external management scored high in mentioning ‘control’, which may
be understandable, since they have to carry out orders coming from elsewhere. But why they differ in
actual employment policies, marketing and supplier relations is not clear. We can only assume it is the
leadership style of the owner that demands, stimulates or approves certain policies to be implemented.
Differences in cognitive maps and personal characteristics that make one owner decide to be ‘ruthless’,
another to ‘crack the saving pig’ and yet another to state that you cannot fire people that ‘helped to build
up the company in the past years’. Here, the conditioning habitus and the embodied modus operandi,
values, recipes and attitude is the likely source for making the difference between the actual measures
taken.

Another owner related determinant could be the internal and external network relations. One
interviewee mentioned strong local ties to have common action points. Another interviewee mentioned
strong connections with local sport clubs that booked rooms during training seasons, yet another one
mentioned a link to festival organisations while internal network links proved to be of importance in
the type of measures taken in case of chain members. Hence, the details of actual policies to implement
flexibility differed between types of local network embeddedness. This is confirmed by Visentin’s (et. al.,
2021, p. 7) observation “...hoteliers have nevertheless relied on their network of relationships to sense
the crisis and find their own ways to adapt”.

It was observed that innovative solutions were created in close cooperation with the local network.
Hence, depending on the degree of involvement and the nature of the local network embeddedness
given the degree of freedom to decide. Part of these mutual sensemaking results can be seen as mimetic
isomorphism, fitting the statement by DiMaggio — Powell (1983, p. 151) that ‘Uncertainty is also a
powerful force that encourages imitation’. It can also be viewed as ‘the professional thing to do’: as
normative isomorphism (DiMaggio — Powell, 1983, p. 150). Decision makers have to balance between
the various ideas and solutions delivered through isomorphism and what their experience and mental
map tells them to do. As Lombardi (et al., 2021, p. 1) observe: “resilient leadership and improvisation
are deeply interconnected” which is more difficult when managers have to follow centralised and foreign
decision making.

Hence, absentee ownership can be viewed as a handicap in finding adequate solutions fitting local
circumstances, since there is no strong local network embeddedness in this case. We observe in a particular
case that employees feel alienated from the town and what happens there. This reduces the efficacy in
dealing with employment and marketing solutions, coinciding with a perceived lack of demonstrated
solidarity from the owner, mentioned as draw back by the interviewees. The anxiety we observe in that
hotel related to the existing job insecurity is similar to what Bajrami (et al., 2021, p, 5) find.
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In sharp contrast, a smaller, independent hotel, with a stimulating, committed owner and very well
embedded in the local networks nicely followed the stages described by Pires Ribero — Barbosa-Povoa
(2018) in showing innovative behaviour in market orientation, transcending the pre-crises configuration
of activities and showing great optimism to survive and do well. Showing the ability to create a new
Business Model, being a “unique configuration of its value proposition (...) value creation (...) and value
capture...” (Breier et al., 2021, p.1).

The lack of local network embeddedness of any hotel also means that the ‘external architecture and
networks’, as described by John Kay (1995, p.80) is biased towards non-local networks. This may offer
security in financial terms, but fails to solve local issues in the perception of the local employees. We
also observe that local network embeddedness may have a positive and negative impact; ‘overreliance
on traditional trustworthy relationships might even diminish the ability to sense the crisis objectively’
(Visentin et al, 2021, p. 7). Hence, the particular entrepreneurial spirit — or lack of it — in a business
network may stimulate or hamper innovative changes (Kamann, 1994).

Therole of local network embeddedness fits in with the work of the Groupe de Recherche Européenne
sur les Milieux Innovateurs (Camagni, 1991). They distinguish production space (reflecting the
production logic, logistics and the division of labour and the availability of human embodied knowledge),
market space (market segment, competition), territorial space (the geographic space visualised by e.g.
Google Maps) and personal space or support space (a: privileged relations related to production factors,
b: strategic relations with partners, marketing agents or customers; privileged information exchange,
cooperation, partnerships, alliances; c: strategic relations with territorial actors). Applied to the pandemic
situation, one could say that the score or type of participation in each spatial dimension determines the
views, visions, policies - the mental map - and possibilities of the decision makers and owners. Absentee
ownership can be considered as handicap, since no ‘bonding” has occurred in the past that is required for
solidarity in carrying out solutions that demand a sacrifice from all participants.

Altogether, we may say that the different policies applied by hotels are the result of differences in
the mental map and leadership style of top decision makers and owners, given different configurations
of network relations, different scores, roles and positions in the various ‘spaces’ they participate in.
Observing both leadership style and these configurations and scores should enable explanations about
the particular policies: balancing unique properties within the context of various types of isomorphism.

The relations between ownership characteristics, network embeddedness and their role in filling in
the details of the actual policies are shown in figure 5. It also includes impacts on the mental health of
organisational participants.
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Figure 5 Network embeddedness and leadership shaping crisis responses
Source: Kamann — Gyuracz-Németh, 2023, p. 25.

Conclusions

This contribution shows a general model of decision making under uncertainty and two examples
of empirical studies into a real life situation where uncertainty played an important role: overcoming the
uncertainty problems caused by Covid-19 in both production companies and in the tourist industry. Each
of these three examples shows a model where the network embeddedness with its conditioning but also
enabling aspects play a role. Another factor is the nature of the individual leadership style. This all next
to general external forces and their isomorphistic aspects.
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IN HUNGARY FROM THE EU ACCESSION TO
CLIMATE CHANGE

The competitiveness of different territorial units and its measurement came to the fore in the last decades
of the 20th century. The most important components of a region’s competitiveness are economic growth,
the development of infrastructure and human resources, a strong ability to attract capital, a high level of
research and development, the growing role of SMEs, the intensity of job creation, the availability of
human and physical resources to develop dominant industries, and a steady increase in knowledge and
innovation capacity. The research examined the territorial competitiveness from 3 different perspectives:
1. territorial, regional and municipal competitiveness studies, local economic development differences; 2.
analysis of enterprises. 3. circular economy.

One focus of the research was to see how, in addition to the similarities arising from the national SME
strategy, differences can be found at regional and county level. The research focused on the spatial aspects
of SME development, taking into account the spatial characteristics of the main economic indicators
specific to the sector, such as the value added generated by micro, small and medium-sized enterprises,
their role in local employment, and the related quantitative and qualitative spatial characteristics of the
workforce. The main aim of our research was to show the links between regional competitiveness and
the competitiveness of SMEs and how these links can be transformed into positive synergies, as well as
the similarities and differences between the development of the SME sector at county and regional level.
Our last aim was to create a composite circular economy indicator which shows a ranking of the Member
States of the EU.

Introduction

The years following the regime change in Hungary’s SME sector were all about adjusting to
the market economy. Businesses have had to familiarise themselves with the concepts of the market
economy, get used to the bureaucracy of operating, and cope with increasingly stringent expectations
in an increasingly competitive environment. The second decade of the 21st century has brought new
challenges for businesses, with a significant increase in competition and the emergence of resources as
an opportunity with EU accession in 2004. The decade was one of healing the ‘wounds’ of the financial
crisis and learning lessons for those businesses that managed to stay afloat. The beginning of the next
decade, the second, was about recovering from the crisis and then about making efficient use of the
abundant resources available in a relatively business-friendly environment. The beginning of the third
decade is about mitigating the effects of climate change and responding adequately to the global health
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crisis. In the following, we will look beyond the characteristics of the domestic SME sector to the impact
of the crises, the challenges facing businesses and the individual and government responses to these
challenges.

SME Sector

The concept of micro, small and medium-sized enterprises can typically be defined taking into
account the local specificities of each country. For this reason it is not possible to describe them with a
uniform definition worldwide. Three characteristics, number of employees, turnover and balance sheet
total, can be used to categorise enterprises (Gyori, 2014).

Small and medium-sized enterprises (SMEs) play a crucial role in the economy of Europe and
Hungary. SMEs are defined as enterprises with fewer than 250 employees, a turnover of less than €50
million and a balance sheet total of less than €43 million. SMEs can be further categorised as micro (up
to 9 employees), small (10-49 employees) and medium-sized (50-249 employees). SMEs are typically
owned and operated by entrepreneurs and play a significant role in creating jobs and stimulating economic
growth. They are often flexible and agile, able to respond quickly to changing market conditions and
customer needs. But SMEs also face specific challenges such as limited access to pumpkins, market
barriers and regulatory burdens. SMEs are a vital source of employment and economic growth in Europe
and Hungary. According to the European Commission, SMEs account for 99% of businesses in the
European Union (EU) and provide two out of three private sector jobs. In Hungary, SMEs account
for more than 99% of all enterprises and more than 60% of total employment. SMEs also contribute
significantly to innovation and entrepreneurship. They are often the source of new ideas and technologies
that drive economic growth and competitiveness. In addition, SMEs often collaborate with larger firms,
universities and research institutions to develop new products and services (Mulhern 1995; Storey, 2016;
Szerb & Ulbert, 2009).

Despite their important role in the economy, SMEs face a number of challenges that can hinder their
growth and development. Access to finance is often a major challenge for SMEs, especially in the early
stages of their development. Many SMEs struggle to access credit or investment from traditional sources
such as banks and venture capitalists. Market barriers can also be a challenge for SMEs, especially in a
globally competitive environment. SMEs may face high entry barriers or limited access to international
markets, making it difficult for them to compete with larger firms. In addition, SMEs often lack the
resources to invest in marketing and advertising, which limits their ability to reach potential customers.
Regulatory burdens can also be a significant challenge for SMEs.

Compliance with regulations can be costly and time-consuming, especially for smaller firms.
In addition, SMEs may not have the resources to hire legal or regulatory experts, making it difficult
to navigate a complex regulatory framework. The European Union has recognised the importance of
SMEs and has taken steps to support their growth and development. The EU has implemented a number
of initiatives to improve access to finance, reduce regulatory burdens and promote entrepreneurship
and innovation. One of the most significant initiatives is the Small Business Act (SBA), which aims to
create a more favourable business environment for SMEs in Europe. The SBA includes a number of
measures such as improving access to finance, simplifying regulation and promoting entrepreneurship
and innovation (Prassana et al., 2019; Gamage et al., 2020).
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SMEs in Hungary play a key role in helping lagging regions to catch up. They can provide an
alternative for different social strata (women, minorities, young people) as employers, but primarily as
managers of their own businesses (Futd, 2000). The sector is also a key player in the European Union, as
the number of enterprises in the EU reached 21,564,380 in 2014, of which SMEs account for 99.8%, i.e.
21,521,080. Of the nearly 140 million employees, around 90 million are employed by SMEs. For these
reasons, the development of micro, small and medium-sized enterprises is one of the EU’s priorities.
We believe that these objectives can be further strengthened, as a strong SME sector is needed in all EU
Member States.

Financial crisis

The global financial crisis that started in 2008 also caused significant problems for micro and
medium-sized enterprises in Hungary. In line with the global market trends, the main problem was the
drop in demand due to the lack of money, which led to a significant drop in turnover of enterprises
in the sector, causing payment problems and affecting their liquidity and solvency. Financial market
developments were characterised by a contraction of credit sources, while the repayment of large foreign
currency loans increased day by day. The shortage of resources made it difficult for businesses to exit
the credit trap. Negative developments in the national economy have led to a decline in the number of
businesses, as a result of bankruptcies and liquidation procedures. As shown in the graph below, the
largest change was in the number of small and medium-sized enterprises, with a smaller decrease in the
number of micro-enterprises. It can be seen that the crisis affected different categories of enterprises to
different degrees in different geographical areas. Micro and small enterprises disappeared most in Nograd
county, while medium-sized enterprises disappeared in Somogy and Baranya. Overall, the SME sector in
the county as a whole shrank mainly in the counties that were already economically more difficult, while
the number of enterprises increased in the central region (Figure 1).

1,77%

-8,32%
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Figure 1 Change in the number of enterprises by size category and total in the wake of the 2008 crises
Source: own editing
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Between 2007 and 2011, global unemployment rose by 27 million to 200 million. This is less than
the ILO had expected in 2009 (the worst-case scenario at the time was 230 million unemployed). The
lower-than-expected increase in unemployment is due to government policies, both through automatic
stabilisers and extra spending programmes to protect employment. The unemployment rate is the ratio of
the number of unemployed to the total number of employed and unemployed (the economically active
population). It reached 5.5 per cent globally before the crisis (2007), rising to 6.2 per cent in 2009 and
around 6 per cent in 2011 (Artner, 2012).

Immediately after the change of regime, regional differences in unemployment and labour market
employment rates can be traced back to the different industrial structures, educational standards and
infrastructure that developed during the socialist period. To a lesser extent, there are also differences in
ethnic structure, changing culture and different levels of urbanisation.

Spatial disparities in employment and unemployment increased in the years following the change
of regime, and this trend has not changed since the turn of the millennium: the country remains highly
polarised. A relatively well-developed region of Central and Western Transdanubia has emerged, and a
low-employment region with a rigid employment structure in Southern Transdanubia, the Lowlands and
Northern Hungary. Regional disparities were also reflected in regional differences in employment rates,
which ranged from 46.9% to 63%.

The average number of registered unemployed in 2008 was around 442,000, representing 6% of the
population aged 15-64. These figures continued to deteriorate - with perhaps a temporary improvement
in autumn 2010 - until February 2011, when nearly 682 thousand people were unemployed, representing
an unemployment rate of more than 13% (Dabasi & Halasz, 2011).

The impact of the crisis on the labour market has been felt to varying degrees and intensities across
the regions. Initially, the most developed rural areas, including commuter resource areas, suffered the
most in the area of export-oriented (industrial) enterprises. Later, however, the general effects (currency
crisis, credit crunch, fall in domestic demand) led to an increase in unemployment becoming a general
phenomenon, and a more backward, initially less favourable labour market situation even in regions
with initially poorer employment conditions. Geographical location and settlement structure did
little to differentiate changes. Overall, there was a slight easing of the spatial distribution of labour
market segmentation up to the trough of the crisis, which can be captured spatially. Only one of the
more developed regions of the country improved its situation, while the capital - and the metropolitan
agglomeration - and the rest of the country did not disappear at all. Moreover, inequalities have probably
only temporarily decreased (Ldcsei, 2010). Despite the EU accession, labour market problems continued
to intensify. By 2008, regional disparities had widened and inequalities had increased, in line with the
regime change (Liptak, 2013; Liptak, 2014).

Hungary - unlike, for example, the productivity-boosting Estonians - has chosen a completely
different strategy. Hungary has paid particular attention to the risks of macroeconomic imbalances. The
post-2010 economic strategy focused on restoring macroeconomic balance and increasing employment.
The availability of an independent monetary policy played a key role in rebalancing, providing cheap
funds for investment by lowering interest rates and contributing to the weakening of the forint exchange
rate, thereby increasing the cost competitiveness of exports and improving the balance of payments
(Gyérfty, 2021). Employment was boosted by reforms of the tax system and social support, as well as
labour market deregulation, which also contributed to fiscal adjustment. Following the crisis, employment
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in Hungary increased significantly as the economy grew. The employment rate has climbed from a low of
48% in 2011-2013 to over 60% in 2019. This has led to labour shortages in many sectors and regions. The
reasons for labour shortages are a lack of skilled labour, labour mobility and related wage differentials
across Europe, and rapid technological progress (Antalik et al., 2020).

Health crisis

In December 2019, a previously unknown disease struck Vuhan, a Chinese metropolis of more
than 11 million people. With flu-like symptoms but more serious complications, the disease soon
became an epidemic. Symptoms included high fever, fatigue, dry cough, muscle aches and respiratory
difficulties. Many people were put on ventilators and survival rates among those treated were around
50%. In response, the Chinese leadership created the largest quarantine zone in history, affecting 57
million people (WHO, 2020). Despite the closures, the virus appeared outside China in early 2020 and
is estimated to have started spreading in countries most affected by migration networks (Kincses-Toth,
2020). In Hungary, the first case was reported in early March and the H-UNCOVER survey in late spring
showed a 0.68% transmission rate (Merkely et al., 2020).

Countries have successively announced emergency measures to prevent the spread of the virus,
which poses a global risk (Wardman & Lofstedt, 2020), in order to prevent the health networks from
becoming overloaded (Demertzis et al., 2020). Countries have sought to cooperate to prevent the spread.
This has meant multi-directional cooperation, always considering the economic and social impacts
(Toéth-Hudacesko, 2020). Despite this cooperation, in many cases the epidemiological measures have
diverged according to the decisions of each state, and the level of measures has also diverged in many
cases. In almost all cases, the reason for the closures - although this meant a setback for the economy
- was to prevent a more serious health situation from developing. Models have shown that non-health
interventions (i.e. various restrictive measures) have led to a reduction in infections and deaths (Flaxman
et al, 2020), with the exception of Sweden, where there was no centralised closure (Soltesz et al., 2020),
but no sharp increase in deaths. The extent to which societal attitudes of individual responsibility can help
control the epidemic at local and national level was shown (Nygren-Olofsson, 2020; Petridou, 2020).

Countries involved in control worldwide have had to consider the trade-offs that will slow the
spread of the epidemic but not threaten the economy (Chen et al, 2020). Cooperation between countries
was also needed to jointly fund research programmes that would bring us closer to cures and vaccines
(Szijarto, 2020). It is estimated that around €1,500 billion will be needed to mitigate the crisis and
address the damage caused by the epidemic (Balazs, 2020).

The negative effects of the pandemic, in addition to the strain on the health system due to forced
government measures, have mainly affected tourism, but also the automotive industry, raw material
extraction, and the clothing and textile industries have felt the constraints (Nicolaa et al., 2020). In tourism,
the closures have meant restrictions on the ability to visit destinations in many cases (Ahmad et al.,
2020), but fears have also played a role in the downturn (Chemli et al., 2020). The impact on tourism has
been felt worldwide, with data from the popular accommodation provider airbnb showing that almost all
major cities have experienced significant downturns (Boros et al., 2020). There is a significant correlation
between the decline in mobility and the slowdown in industrial production, i.e. the more severe the public
health restrictions, the more pronounced the decline in industrial production (Czeczeli et al., 2020).
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Neutral effects can be observed in the technology, communications and media sectors. The impact
in the transport sector was also neutral, as although the possibility to transport goods across borders
and transit corridors was maintained to ensure continuity of supply, carriers were at risk of spreading
the virus (Hajdu-Récz, 2020). However, there are clear positive effects in the digital advertising market
(webshops, webinars), courier companies, pharmaceuticals, chemicals and personal protection (masks,
gloves, protective equipment) (Fernandes, 2020; Cicala, 2020). There will also be a noticeable and
expected positive impact of the virus situation on the uptake and use of teleworking (Lennert, 2020) and,
subject to certain constraints, financial services could also grow (Kovacs, 2020). Companies producing
medicines and other vitamins and nutritional supplements could also close with a profit, and this upturn
could continue on the back of news on vaccines. Moderna’s share price has risen nearly eightfold, and
Biontech could boast similar results.

Globalisation, which has mainly taken place within the framework of market coordination, has been
replaced in recent months by deglobalisation, with new regulations, restrictions, closed economies and
national economic development measures and programmes to deal with the crisis. From a labour market
perspective, one of the key questions surrounding the first wave of the viral crisis is how long these steps
and processes will last and whether the world will return to business as usual once the crisis is over. There
are many arguments for and against deglobalisation and/or reglobalisation, but we believe that the crisis
of recent months will not pass without a trace and that the future is likely to be a mix of deglobalisation
and reglobalisation (Zadori et al., 2020).

According to KSH (2020) labour market data, labour market indicators in Hungary have been
showing an improving trend in recent years, with economic activity and employment increasing
steadily since 2011. The number of employed persons in the last quarter of 2019 was 4 520 000, with an
employment rate of 70%. This represents an increase of 15 percentage points over 10 years. In 2019, the
number of people in public employment decreased, while the number of people in the primary labour
market increased. More people worked abroad than in the previous year.

In total, nearly 100 employers announced collective redundancies between April 2020 and the end
of July 2020, affecting more than 7,000 workers due to the coronavirus outbreak (Toth et al., 2021). A
99% drop in the number of guest nights and a 97% drop in revenues were reported in April 2020. The
decline is clearly explained by the epidemic situation (Daniel, 2021).

In addition to the tragedies and damage caused, the Covid-19 virus is also about learning and
adapting. More specifically, it should be about. It is the responsibility of scientists and researchers to
explore the available data, analyse it, draw lessons and provide predictions and advice to decision-
makers. This of course requires finding the right questions, data collection and analysis options and
methods (Balogh et al., 2020).

The labour market has tried to adapt to the circumstances, and this can be seen in the speed of the
move to the home office. Telecommuting has been partially retained even after the closures, and there
is a willingness on the part of employees to do so (Liptak, 2020). The extent to which this is achieved
depends to a large extent on how the organisation’s diminishing organisational culture (Balogh et al.,
2012) is reflected in the supply side of the labour market. Unlike in the past, the current crisis was
caused by an external factor, an epidemic (pandemic). While the direct impact of the November 2020
restrictions was mainly felt in the tourism, hospitality, hotel and event management sectors, the indirect
effects are more widespread. The uncertain financial situation of businesses and households could have a
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restraining effect on employment, investment and consumption decisions. Overall, shorter working hours
introduced by businesses (Balleer et al., 2016), public wage compensation and tax incentives may help
to retain workers, but significant improvements are only expected once the epidemic has passed (Csehné
Papp, 2021).

Climate change

Climate change is the most important global challenge of our time. Combating climate change and
mitigating its effects is a shared responsibility, and individuals, institutions and, of course, businesses
must play their part. The challenges of climate change will test people and economies. The fight against
climate change is a struggle for individuals and societies, and the interconnection at both the micro and
macro levels is an important link. The SME sector is one of the cornerstones, involving a large number
of businesses with a prominent presence in the economies.

Climate change is a global phenomenon that poses significant threats to the environment, economies
and societies (Richardson et al., 2011). Rising global temperatures, extreme weather events, sea-level
rise and other climate impacts have far-reaching consequences for businesses and economies worldwide
(Misra, 2014). Businesses and economies face significant challenges in managing and adapting to the
impacts of climate change, including physical, financial and regulatory risks. One of the most significant
challenges that climate change poses to economies and businesses is the physical risks from extreme
weather events and sea-level rise. These physical risks can affect supply chains and the production and
distribution of goods and services, leading to significant economic losses (Gasper et al., 2011).

Severe weather events such as hurricanes, floods and droughts can disrupt supply chains by
damaging critical infrastructure such as roads, ports and airports. This disruption can lead to delays,
higher transport costs and reduced productivity, which can impact business operations and profitability
(Wilhelm & Willard, 2013; Wright & Nyberg, 2017). In addition, sea-level rise poses a significant
physical risk to coastal cities and regions where many businesses and economies are concentrated. The
risk of increased flooding and storm surges can cause significant damage to buildings and infrastructure,
leading to substantial economic losses. The costs of restoring and rebuilding infrastructure following
extreme weather events can be significant, putting pressure on public budgets and affecting economic
growth (Mimura, 2013; Kvadijk et al, 2010).

In addition to physical risks, climate change also poses financial risks for economies and businesses.
These risks stem from the economic impacts of climate change and regulatory responses to reduce
greenhouse gas emissions. For example, the transition to a low-carbon economy is likely to lead to
displaced assets and reduced demand for fossil fuels (Monasterolo, 2020; Chenet, 2021; Battison et
al., 2021). Companies whose business depends on fossil fuels could face significant financial losses
as the value of their assets declines and demand for their products falls. In addition, climate change
risks may also affect the financial sector, leading to credit risk, market risk and operational risk. For
example, the increase in frequency and severity of extreme weather events could lead to higher insurance
claims, which could affect the financial stability of insurers and reinsurers. The transition to a low-carbon
economy could also affect the value of investments, leading to significant losses for investors exposed to
high-carbon assets (Semeniuk et al., 2021; Ionescu, 2021).
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The SME sector faces many challenges in addressing the impacts of climate change. Climate
change poses significant risks to the operations of SMEs, including disruption to supply chains, damage
to physical assets and increased operating costs. In this essay, we examine some of the challenges
that SMEs face in addressing climate change and discuss possible solutions. SMEs often have limited
financial and human resources to address the challenges of climate change. Many SMEs lack the capital
to invest in the infrastructure and technology needed to reduce their carbon footprint. They may also lack
the expertise or knowledge to develop and implement effective sustainability strategies. Governments
and other stakeholders can support SMEs with financial incentives, technical assistance and training
programmes to help them develop and implement sustainability strategies. This may include grants, tax
incentives or low interest loans to support investments in renewable energy, energy efficient technologies
and sustainable production processes. In addition, training programmes and workshops can help SMEs
to develop the knowledge and expertise needed to adopt sustainable business practices (Bharati & Patra,
2022).

Many SMEs do not have access to reliable information on climate change and its potential impact
on their operations. This can make it difficult for SMEs to develop effective strategies to mitigate the
risks from climate change. Governments and other stakeholders can support SMEs by providing access to
reliable and up-to-date information on climate change and its potential impacts on their operations. This
could include online resources, webinars and workshops aimed at educating SMEs about the risks and
opportunities associated with climate change. SMEs can face regulatory uncertainty and complexity in
complying with environmental regulations. In some cases, SMEs do not have the resources or expertise to
navigate the complex regulatory framework. Governments can support SMEs by simplifying regulations
and providing guidance on compliance. This could include streamlining environmental regulations,
providing clear guidance on reporting requirements, and technical assistance to help SMEs comply with
regulations (Pyka & Pyka, 2021).

Many SMEs do not see the financial benefits of adopting sustainable business practices. In some
cases, the costs of implementing sustainability measures may be higher than the potential financial
benefits. Governments and other stakeholders can support SMEs by providing market incentives for
sustainable business practices. This could include tax incentives for businesses that adopt sustainable
practices, support for renewable energy production and support for sustainable supply chain initiatives.
Access to green finance is often a significant challenge for SMEs. Many SMEs do not have the collateral
or credit history data needed for loans for sustainable investments. Governments and other stakeholders
can support SMEs by creating financing mechanisms specifically targeted at green investment. These
could include government loan guarantees, microfinance schemes and green bonds (Patra, 2022).

Green SMEs are businesses that recognise the importance of sustainable business practices and
take proactive steps to reduce their environmental impact. They prioritise environmental sustainability
alongside economic growth, recognising that the two can go hand in hand. Environmentally conscious
SMEs bring a range of benefits, including cost savings, enhanced brand reputation and reduced regulatory
risks. Adopting sustainable business practices can lead to significant cost savings for SMEs. For example,
the introduction of energy efficient technologies such as LED lighting or smart thermostats can reduce
energy consumption and utility bills. Likewise, investing in renewable energy such as solar panels or
wind turbines can lead to long-term cost savings on energy bills. Consumers are increasingly concerned
about environmental sustainability and are more likely to support businesses that prioritise sustainable
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practices. Being an environmentally conscious SME can help attract and retain customers who value
sustainability. In addition, green SMEs can benefit from positive media attention and word-of-mouth
referrals from satisfied customers.

Environmental standards are getting stricter and non-compliance can result in fines, legal sanctions
and reputational damage. By adopting sustainable business practices, SMEs can reduce their regulatory
risk and demonstrate their commitment to environmental sustainability. Environmentally responsible
SMEs can provide a competitive advantage over other businesses in the same industry. By putting
sustainability first, businesses can differentiate themselves from competitors and attract customers
who care about sustainability. In addition, environmentally conscious SMEs are more likely to win
contracts with larger companies that set sustainability targets and require their suppliers to meet certain
environmental standards (Krawczyk, 2021).

Some examples of sustainable business practices that environmentally conscious SMEs can adopt
(Istenes, 2022):

*  Introduction of energy efficient technologies

*  Reducing waste through recycling and waste reduction programmes

*  Reducing water consumption through efficient plumbing and irrigation systems.

«  Investing in renewable energy, such as solar panels or wind turbines.

*  use of environmentally friendly materials and products

*  Implementing sustainable supply chain practices, such as sourcing materials from sustainable

sources or working with suppliers who are sustainability-minded.

¢ Offer environmentally friendly products or services.

In the light of the above, we have examined whether firms in critical sectors were better off before
the current crisis than before. For this analysis, we compared the average liquidity ratio of the SME sector
in 2019 compared to 2007 (Figure 2).

-

0% 17
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10%

Figure 2 Number of cases of COVID-19 — globally and in Hungary
Source: www.teir.hu
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We found that the average liquidity ratio increased from 1.29 in 2007 to 1.52 in 2019. This, in
addition to being an increase of 18%, is above the 1.3 considered a threshold in the literature. At the
county level, the average liquidity ratio increased for a significant number of counties overall, in many
cases by more than 30%, with only two counties showing a decrease.

Social cooperatives

In many countries, social cooperatives can be seen as the main actors of the social economy. The
creation of social cooperatives contributes most to tackling inequalities and improving the labour market
in areas with high unemployment rates (Kis, et al., 2016). The objective of our research was to examine
the last 10 years of social cooperatives, i.e. the performance indicators of cooperatives since the changes
in 2012.

Cooperatives operate effectively in all sectors of the economy and society, providing social, social,
cultural, health, educational and other services in addition to the acquisition of wealth. (Bak & Réti,
2013). By the end of the 20th century, types of cooperatives with a social purpose, such as worker
cooperatives and social cooperatives, were widespread in Europe (Virag, 2017).

A social cooperative is thus a business model that aims to create value for the community and
help solve social, economic and environmental problems (Costa et al., 2012). Social cooperatives are
democratic organisations that are created and managed by their members. Their basic principle is that
members participate equally in decision-making and profit sharing (Bronisz et al., 2019).

Social cooperatives play an important role among social enterprises and are increasingly popular
in addressing social problems such as unemployment, poverty and inequality (Liptdk & Horvath, 2018).
Social cooperatives provide economic stability and community support to their members, while also
contributing to the benefit of the wider society (Altman, 2009).

In Hungary, the legislation regulating the form of social cooperatives was first published in 2006:
‘open membership, an organisation with legal personality operating according to the principles of
variable capital, whose general objective is to promote the satisfaction of the economic, social (cultural,
educational, social, health) needs of its members; to create working conditions for its unemployed
or socially disadvantaged members, to improve the social situation of its members’. (Bak, 2010). In
2012, this law was amended, in which the unemployed were no longer included in the definition of
the objectives, but the provision of employment for disadvantaged people was retained, and there was
also a change in that local authorities could become members in addition to natural persons (Finta &
Pola, 2020). In the amendment implemented in 2013, employment cooperatives were added to the social
cooperatives, and the regulation of personal participation and participation based on membership was
also highlighted (Csoba, 2017).

The focus of the 2016 amendment to the law is that social cooperatives must have at least one
local or national government member in addition to natural persons, in order to prevent abuse. Also, the
employment of members has been tightened up, so that members of the cooperative may not work for
another employer as members.
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In the framework of the 2019 amendment to the law, the so-called start-up social cooperatives were
established, “the establishment and operation of which must be carried out by a municipality that is a
public employer under the legislation on public employment, and the founders must include a person who
is in a public employment relationship with the municipality.” (Finta & Péla, 2020).

It was assumed that legislative changes and subsidies would have a positive impact on the number of
businesses and, through them, on the labour market effects generated by businesses. 80 social enterprises
in 2012 have grown by leaps and bounds thanks to the emergence of needs, legislative changes and
subsidies. Growth continued unabated until 2018, when the number of enterprises peaked at 1106. After
that, there was a decline due to market consolidation, first at a slower pace and then a larger decline
between 2020 and 2021. The latter can also be explained by the difficult economic situation caused by
the coronavirus epidemic. The territorial distribution of the 80 social cooperatives was very diverse, with
at least one social cooperative in each of our territorial units. Most of them (8 enterprises) were located
in the county of Hajdu-Bihar, but the three counties in the north-eastern corner of the country were home
to 22 enterprises.

The social cooperatives surveyed employed the most people in Csongrad county, while the least
number of employees was found in Heves county. Following the baseline data for 2012, we examined
how the indicators of importance and the territoriality of social cooperatives have evolved over the 10
years since the baseline year.

The number of businesses has increased from 80 to 934, which is significant. The most significant
increase was in Borsod County, which is very positive, as the aim of social cooperatives in Hungary
is primarily to provide work for people in disadvantaged areas through the cooperative system. The
positive statistics are also confirmed by the significant (p <0.01), moderately strong negative (p = 0.461)
relationship between the change in the number of social cooperatives and unemployment rates.

As the number of social cooperatives has changed, the number of people employed has also
increased significantly. While in 2012, only 198 people were employed in social cooperatives, this
number multiplied by 2021, when 2,535 people were employed in the organisations surveyed. The
average number of people employed has risen from 2.47 to 2.71, again a significant improvement. This
is particularly true in view of the fact that the figure for enterprises with 1 to 249 employees was only
2.59 in 2021.The change in the number of employees was clearly caused by the increase in the number
of enterprises, the relationship is significant (p<0.01) and very strong (p=0.874), so it can be said that the
increase in the number of social cooperatives had a positive effect on the number of employees.

Circular economy

The circular economy, as opposed to the linear economy, sees the economy as a sustainable
economic system. In this system, economic growth is decoupled from resource use by reducing the use
of natural resources and recycling them. Quantifying progress and performance in a circular economy,
which is an integral part of sustainable development, is difficult because the transition to this model
varies widely across the EU Member States. Research on indicators to measure the level of application
of circular economy strategies is still in a relative infancy stage, which means that despite efforts, not
all countries use the same indicators to measure them (Elia et al., 2017). Despite the development of a
myriad of indicators, there is inconsistency in their purpose, scope and potential application.
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A global trend is leading the international community to explore possible pathways for the transition
from a linear to a circular economy. Research on the circular economy shows that, although the concept
and its application are increasingly being explored/explored, as illustrated by a number of case studies,
the tools and criteria for measuring it are still not well defined (Haas et al., 2015). Taking into account
indicators specific to the European Union, the aim of the research team members was to compile a new
ranking that would show the aggregate scores and rankings of the 28 Member States.

The CE (Circular Economy) concept was born in 1960. Typically, it varies depending on social,
political, geographical, territorial and cultural contexts (Korhonen et al., 2018). In the early 1990s,
Pearce & Turner (1990) were the first to use the term to describe an economic model based on the first
two laws of thermodynamics. The concept and its emergence and use in the Hungarian literature is
now beginning to really take off. In their study, Pomazi & Szabo (2018) highlight the circular economy
of Janos Szépvolgyi, based on natural science and illustrated through the example of chemicals. The
Ellen MacArthur Foundation describes the circular economy as an industrial system with restorative
and regenerative intentions and design (The Ellen MacArthur Foundation, 2013). In sum, the circular
economy can be described as a sustainable development strategy (Pearce & Turner, 1990) where all
materials are recycled, all energy is derived from renewable sources, all activities are undertaken to
support and regenerate human health, and resources are used to create value (Zhu & Qiu, 2007). CE is
often radical, transformative and essential to achieving sustainable development (EMF, 2019).

The circular economy, as a definition and concept, has come to the fore in the last 5-6 years, and
is characterised by the fact that it combines several theoretical and practical solutions simultaneously
(Tothne Szita et al., 2017). Its roots are based on the general concept of sustainable development, which is
linked to strong and weak sustainability models (Washington, 2015). In the case of strong sustainability,
natural and artificial capital cannot be substituted for each other, while in the case of weak sustainability,
substitution is feasible. The model is systems thinking, which is inherently very open, thus supporting
the economic, social and environmental dimensions of sustainable development, with which it is closely
synergistic (Szabd, 2019).

Companies, researchers, academics and other users have used various formulations and proposals
to measure the circularity of services and products (Corona et al., 2019). In their study, Kirchherr et al.
(2018) examined 114 circular economy concepts, typically a combination of three activities - recycling,
reuse, reduction (Ngan et al., 2019). Although there are many CE definitions, the essence of most of them
is to describe value-conservation processes. The common feature of all these concepts is that in all cases,
the circular economy is seen as a system where materials and resources are involved in processes for as
long as possible, are maximised and maintained at their highest use value and level.

According to some authors, such as Winans et al. (2017), the circular economy not only consists
of the 3Rs (reuse, reduce, recycle), but also includes three more (redesign, remanufacture, recover) and,
in addition, zero emissions, resource efficiency and LCA, i.e. life cycle analysis. Finally, Potting et al.
(2017) extended the 6R to 9R by adding waste, refurbish and reuse. Horvath (2019) formulates the
primary goal of the circular economy as the need to enforce the functioning of natural ecosystems in
economic systems, which requires the use of resources consumed by economic activities in a closed
economy. A further objective is to reduce resource use by slowing, narrowing and closing resource loops
(Wang et al., 2018).
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Circular economy and the EU

As in the public consciousness, EU strategies, policies and objectives are increasingly focusing
on the circular economy model. On 2 December 2015, the European Commission launched an action
plan to achieve the transition to a circular economy, called the Circular Economy Action Plan (CEAP)
(Téthné Szita et al., 2017). This Action Plan is an integral part of the Seventh Environmental Action
Programme (2014-2020) (Amanaditis, 2019; Pomazi & Szabo, 2018). By extending the economic value
chain of products and services, the CE Programme can create a sustainable economic system that benefits
industry, the environment and citizens (Corona et al., 2019). Its focus is on high-level EU action and the
development of a low-carbon, competitive, sustainable and resource-efficient economy (Szabd, 2019).
Its main objective is to make the EU more productive without using fewer resources and thus freeing
up potential (Amanaditis, 2019). It also aims to create new jobs, improve global competitiveness and
promote sustainable economic growth (Momete, 2020).

The European Commission recognises that CE requires systemic change and a more holistic
approach, taking into account the myriad of linkages between sectors, within and across value chains
(Pla-Julian & Guveara, 2019). The ‘package’ includes 54 measures with a circular policy, focusing on
different interpretations of business activities and waste management principles (European Commission,
2019). It also includes four legislative proposals on waste, landfills, packaging and end-of-life vehicles
and batteries (Amanaditis, 2019). Due to its complexity, there is rarely a policy area that is not covered
by the Action Plan. By 2030, the European Union has identified the following key elements: 70% of
packaging waste; 60% of municipal waste and a reduction of waste going to landfills (Szabo, 2019).
Economic actors play an important role in new business models that decouple resource use from
economic growth to ultimately ensure the competitiveness of the region (European Commission, 2015).

The efforts of Member States to shift their social and economic activities towards ‘circularity’
have fostered changes in business models and labour markets, creating new business models and new
opportunities for resource reduction, recycling and reuse (Marino & Pariso, 2020). The biggest gains
according to the three dimensions of sustainable development can be summarised as follows. In the
economic dimension, lower waste treatment costs, creation of new economic activities and employment,
reduction of depreciation and reduction of pollution costs are expected. In the environmental pillar, lower
levels of raw material use, resource efficiency and lower emissions are expected. In the third, social
dimension, there will be increased cooperation in community processes, conscious consumer attitudes
and increased social capital (Nemes, 2018).

By adopting the Circular Economy Monitoring Framework, the European Commission has
provided a tool to monitor the transition, performance, trends and actions taken with regard to EU
legislation. Measuring circularity is at the heart of a number of questions recently raised by researchers:
how to measure the progress of the transition towards CE (Saidani et al., 2019)? Consistently, without an
evaluation framework, CE initiatives cannot be sustained. In this research, the authors sought to answer
the question of whether a ‘measure’ of the circular economy could be provided by a complex indicator
using this methodology, namely the scale-integrating transformation. This was based on a database of 28
EU Member States on the circular economy. The research was severely limited by the fact that only for
the year 2018 the full set of thematic indicators is available. However, the results of the research show
that a single value can be used to assess and analyse the EU Member States’ progress towards a circular
economy much more easily, with cautious conclusions of course.
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The results of the research will help to rank the 28 EU Member States in terms of their performance
in the circular economy, and will also help to identify how well each Member State has performed in this
area. The authors have sought to develop a methodology that facilitates a complex interpretation of the
indicators collected by Eurostat. The circular economy indicator ranks the 28 EU Member States. The
extent to which progress towards a circular economy has been made at EU level varies widely (Table 1).

Countries Value CCEL,
Germany 0,68 1
United Kingdom 0,60 2
Netherlands 0,54 3
Italy 0,51 4
France 0,47 5
Belgium 0,44 6
Spain 0,44 7
Denmark 0,44 8
Austria 0,43 9
Luxembourg 0,41 10
Poland 0,39 11
Ireland 0,39 12
Slovenia 0,37 13
Czech Republic 0,37 14
Lithuania 0,36 15
Sweden 0,36 16
Portugal 0,34 17
Finland 0,31 18
Hungary 0,31 19
Croatia 0,29 20
Romania 0,28 21
Latvia 0,27 22
Bulgaria 0,26 23
Greece 0,26 24
Slovakia 0,24 25
Cyprus 0,24 26
Estonia 0,20 27
Malta 0,19 28

Table 1 Country ranking based on the CCEI2018
Source: own editing
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Germany tops the rankings, largely due to the fact that it was the first country to join the drive
to create a resource-efficient Europe under the Europe 2020 framework strategy. As a prelude,
Germany adopted its first Resource Efficiency Programme (ProgRess I) in February 2012, based on
the premise that reducing environmental pressures and damage could lead to improvements in resource
efficiency, not least by creating new jobs and ensuring long-term employment, which would strengthen
the competitiveness of the German economy (BMU, 2012). At the same time, the law on the circular
economy was adopted. As a successor to this programme, ProgRess II was adopted in 2016, which
aims to protect the environment and safeguard competitiveness and economic prosperity. The improved
version now also covers a wider range of natural resources, such as water resources, air, soil and, last
but not least, sustainable management. According to a 2017 European Commission study, the country
is among the best performing Member States in terms of waste management, with a very high recycling
rate (European Commission, 2017).

The second-ranked UK government published a report on resource management in 2015,
highlighting the indirect and direct economic benefits and environmental benefits of a waste and resource
management plan (UK Government, 2011). A specific framework for a circular economy was released
for voluntary use in May 2017, the first in the country’s history (British Standards Institution, 2017).
However, the real step forward was the Resource and Waste Strategy, launched in 2018. Its commitments
set a target to double resource productivity in 25 years and eliminate plastic waste completely by 2050
(HM Government, 2018).

The importance of a circular economy has been recognised in the case of the frontrunner Malta.
The idea of a circular economy is particularly relevant for Malta, given its geographical location, its high
dependence on imports and its lack of natural resources. Adopting the principles of the circular economy
concept would have an immediate positive impact on the environment, while benefiting Malta’s long-
term economic prospects. However, the country is still on the threshold of a circular economy. Malta’s
natural resource productivity has declined and increased domestic material consumption is outstripping
economic growth. Waste management remains an important issue in key sectors such as construction.
The island nation aims to protect biodiversity and create new opportunities for its citizens through
sustainable investment.

In the case of Hungary, the history of the circular economy is relatively new, as the Circular
Economy Platform was established in November 2018 to accelerate the transition to the circular economy
model. In the country, the circular economy is most commonly identified with selective waste collection,
which is only one of the key areas of the model. One of the key factors that would encourage domestic
companies to make the transition is that cost reductions can be achieved, as reducing our water, raw
material and energy needs will lead to resource efficiency and financial savings. Of course, it should also
be remembered that to achieve all this, we need to change consumption patterns and actively involve the
public.

We have said that there is no strategy for a circular economy at the state level in Hungary, but the
promotion of the circular economy is mentioned as an important aspect in several pieces of legislation,
mainly related to waste management. For example, the 2018 data under review are not yet affected by
the February 2021 amendment to the Waste Management Act. Hungary is ranked 19th in each of the
composite indicators under review. With a few exceptions (e.g. private investment linked to circular
economy sectors, jobs and gross value added), the ranking also reflects the ranking in the indicators, but
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for the indicator presented here it is more in the middle. In general, it can be concluded that our country
is rather in the back-middle of the ranking and of the order of indicators.

Looking at the other EU countries, Finland, the Netherlands and France have been very active
in the transition to a circular economy model. Finland was the first to introduce a roadmap towards a
circular economy in 2016, implemented in cooperation with all relevant ministries, business and other
key stakeholders (Berg et al., 2018).

Summary

In our study, we have presented the main characteristics of the domestic SME sector, the effects of
two crises and climate change, and the governmental and individual responses to them. We have shown
the impact of social cooperatives in our country and the positive returns of their operation on the labour
market. Finally, we showed where domestic enterprises stand on the path towards a circular economy.
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KATALIN VARGA-TOLDI — ZOLTAN VERES
SERVICE QUALITY DIMENSIONS OF THE
MANAGEMENT CONSULTING MARKET

Management consulting is a professional service of which objective is to help the organization solve
its own problems by making it aware of organizational processes, of their likely consequences, and
of intervention techniques for stimulating change. Despite the fact that consulting is one of the most
important and biggest sector in the market of professional services, few empirically grounded research
data is available for measuring the service quality of management consulting service. The aim of this paper
is to advance an empirically grounded approach to the study of utility and service quality preferences of
management consulting projects, especially the service quality attributes and dimensions of management
consulting service. The dimension structure of quality evaluation of management consulting projects is
hierarchical and there is a significant difference between the importance of quality dimensions. The four
dimensions’ index distribution significantly differ from the other and their importance also significantly
shows variance. The most important dimension of successful consulting service is expertise, which
is followed by relations and performance. The least important dimension is involvement. There is a
significant difference how consultants and clients regard the importance of each dimension. Research
results shows that consultants evaluate the importance of involvement dimension less than clients and

there is a significant difference between the importance of sub-dimensions of relationship dimension.

Background and purpose

Based on empirical qualitative data from 22 in-depth interviews a conceptual model of perceived
quality dimensions (ERIP model) of management consulting services were developed (Varga-Toldi —
Veres, 2020). Purpose of this paper is to provide an empirically grounded approach to validate the ERIP
management consulting service quality model, examine the clients’ underlying quality preferences and
define pivotal, core and peripheral quality attributes.

Method

The research is an empirical quantitative data collection from 167 surveys performed in the
Hungarian service sector. Participants were selected from different hierarchical levels and the research
sample represented both of clients and consultants. Client sample participants were decision makers
or project leads with significant experience in working with consultants on project assignments, the
consultant sample was obtained by selecting professionals from different consulting firms with a
significant project experience. Research data were examined with non-parametric analysis (Wilcoxon
signed rank, two sample median test), and principal component and factor analysis.
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Theoretical background
Characteristics of management consulting project

In business markets instead of concrete and tangible solutions customers are more likely to seek
solutions for their business problems, especially in consulting industry which is a professional service
activity by occupation (Nador, 2007a). Management consulting is a professional service of which
objective is “to help the organization solve its own problems by making it aware of organizational
processes, of their likely consequences, and of intervention techniques for stimulating change” (Kubr,
1996, p. 70). However, management consulting is a resolution for a not yet born and basically “only on
paper existing” idea provided by a group of experts with assumed competences (Nador, 2007b).

Consumed consulting service may significantly impact the success and reputation of the client
organization, thus consulting is a high relationship complexity service, where trust and ethical norms
has a fundamental importance (Hakansson — Ford, 2002). Management consulting projects are typically
complex and difficult assignments and address specific challenges across structural and organizational
boundaries. Consequently, it is extremely problematic to determine whether the client problem was
solved appropriately and whether the quality of the consulting service met the expectations of the client.
These circumstance increases the uncertainty in the buyer’s decision and makes it difficult to evaluate
service quality (Cronin — Taylor, 1992; Bennett et al., 2005; Ford, 2002; Haverila et al., 2011).

The nature of consulting interventions is unique and unrepeatable, executed in a complex business
environment. Consequently, the capability of customers to form rational decisions when choosing a
consulting partner is limited and due to incomplete information (Veres, 2009) their quality preferences
are unstable and often change through the project lifecycle. This phenomenon has a significant impact on
perceived service quality and earned value. Finally, in management consulting interactions the customers
usually do not have the technical or scientific know-how to confidently evaluate the quality of consulting
projects, consequently many assignments are never fully evaluated (Kubr, 2002; Smith, 2002; Haverila
etal., 2011).

Quality dimensions of consulting services

Judging the quality of consulting service prior to the delivery (ex-ante), and the sufficiency of the
service after it has been delivered (ex-post) is very problematic (Bennett and Smith, 2004) moreover, due
to the high number of credence qualities of consulting service, performance cannot be evaluated even
after the consumption of the service (Gallouj, 1996; Zeithaml — Bitner, 2001).

There is a wide range of literature that bears on the topic of client-consultant relationship and
attempts to define the main dimensions of successful relationships from the clients’ and consultants’
point of view and to identify the main factors that contribute to a successful consulting service (Gable,
1996a and 1996b; McLachlin, 1999 and 2000; Fullerton — West, 1999; Stumpf — Longman, 2000; Smith,
2002; Appelbaum —Steed 2005; Haverila et al., 2011; Ehrhardt — Nippa, 2005; Engwall — Kipping, 2013;
Fullerton — West, 1996; Nikolova — Devinney, 2009; Pellegrinelli, 2002; Richter — Niewiem, 2009).
However, in academia few empirical works can be found on evaluation process and quality dimensions
of management consulting services. Most research paper approaches the research problem from
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a relationship perspective, few study examines the service quality aspects of the consulting services
and attempts developing a conceptional service quality model. The reason of this phenomenon roots
in the circumstances of consulting projects. Authors (Gallouj, 1996; Zeithaml — Bitner, 2001; Wright
— Kitay, 2002) highlight that management consulting project are non-tangible and difficult to measure,
there are too many changes at the same time, and these changes has typically long-term and difficult to
isolate impacts on the buyer organization. Moreover, there are several service attributes which cannot be
evaluated even after the consumption of the service.

O’Driscoll and Eubanks (1993) studied organizational development (OD) assignments and outlined
three indicators of effectiveness: (1) organizational outcomes, (2) organizational processes and (3)
characteristics of the consultation itself.

Gable (1996a) studied 85 information technology projects and developed a multidimensional model
for measuring client success when engaging an external consultant. He identified three main areas of
assessment which through engagement success can be measured: (1) the consultants’ recommendations
(usage/acceptance level), (2) client learning - level of change, (3) consultant performance (actual versus
estimated resource requirements).

Fullerton and West (1996) studied the clients’ and consultants’ perceptions of the consulting projects
and identified the main dimensions in discriminating between unsuccessful and successful relationships.
They found that the most frequently elicited dimensions that clients regard important are as follows: (1)
the consultant is aware of the practicalities and viewed as an expert, (2) the consultant has a challenging
attitude, (3) the consultant provides tailor-made solutions, (4) the consultant spends some time getting
to know the politics and functioning of the client’s part of the organization, (5) the consultant is viewed
as giving value for money, (6) the consultant and the client set clear aims and objectives for the project,
and (7) clients have control within the relationship.

Smith (2002) studied contributions of consultants to organizational change projects by asking
clients” employees about how consultants’ need to improve their service to the client organization to
provide better quality. Smith found nine different categories of needs for improvement: (1) need for
involving consultants in implementation phase, (2) need for adequate input for implementation from
consultants, (3) need for listening and taking inputs of stakeholders, (4) need for effective project
management, (5) need for helping employees to deal with change, (6) need for effective guidance for
senior management, (7) need for being ethical and committed to the needs of stakeholders, (8) need for
contributing breakthrough ideas, and (9) need for providing tangible value and concrete impact. Failure
in any of these areas would cause inappropriate outcome and negative perception of the consulting
project which then affect the post-purchase evaluation of the assignment.

McLachlin (1999) intended a universal approach and defines six factors that are necessary, but
not sufficient for a successful consulting engagement in general: (1) consultant integrity: always putting
the client’s best interests first; (2) client readiness and involvement: clients are involved and are ready
to change; (3) clear agreement: contract between parties concerning requirements and expectations; (4)
client control: client using clear and limited assignments; (5) consultant competence: knowing one’s limits
and acting in accordance with one’s capabilities; (6) Fit: good fit between client and consultant along a
number of dimensions, including models of consultancy, client expectations, consultant capabilities, and
consultant type.
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Several authors emphasizes that the key factor of successful consulting projects is how the selected
consulting team is able to professionally deliver the service customized to the needs of the client
organization (Skjelsvik et al., 2017). The most important aspects within this delivery process are how
clients gain, transform, and apply the required knowledge (e.g., Engwall — Kipping, 2013; Richter —
Niewiem, 2009). On the contrary, some authors have a more critical perspective and stress that it is the
consultant who is the controlling party in the relationship and the focus is on the creation of impressions
of value (e.g., Alvesson, 1993; Bouwmeester — Stickema, 2015; Clark, 1995; Clark — Salaman, 1998a and
1998b; Nikolova — Devinney, 2009; Starbuck, 1992), and there are symbolic interaction systems where
consultants create an expert image in the eyes of their clients (Nikolova et al., 2009). This phenomenon
influences the quality assessment of the consulting interventions and brings less formal subjective quality
elements to the evaluation process (Hennig-Thurau et al., 2002).

Summarizing the literature in this field we observe that most of the papers in this field mainly focus
on relationship quality and little is explained about the dimensions of service quality and existing process
of quality measurement. Moreover, only few concepts are empirically tested, consequently, research
findings cannot necessarily be transferred and extrapolated to other consulting interactions.

Research problem and research questions

The aim of the dissertation is to advance an empirically grounded approach to the study of quality
dimensions of management consulting services by identifying the clients’ underlying quality preferences.

Based on the preliminary exploration of academic literature two main research problems were
defined as follows (1) service attributes of management consulting service are hidden, quality preferences
and quality expectations of clients may vary; (2) in academia there are few empirically based studies on
the success factors of interventions and there is still no generally accepted quality evaluation model of
management consulting services.

Based on the research problems research questions are defined as follows:

Q1I: Do clients regard the importance of success dimensions of consulting assignments differently?

Q2 In consulting service quality evaluation which relationship quality components regard clients

the most important?

Q3 Is there any difference in the quality perception of individuals in different level of organizational

hierarchy?

In this research management consulting is considered as a professional service, and study consultants
as external professionals employed by consulting firms and delegated to clients’ organization. Data was
collected by quantitative research and survey were carried out in the form of structured questionnaire.
Questionnaire was designed based on the previous related scientific papers and interview manuscripts
of previous qualitative research. Final version of the questionnaire was tested by experts and were
aligned with the developed conceptual model of service quality. In accordance with the character of the
research topic, the survey was carried out with CAWI method and to create a greater feeling of intimacy
for participants and due to the sensitivity of the topic questionnaire were conducted anonymously.
Participants were selected from different hierarchical levels and the research sample represented both of
clients and consultants. Client sample participants were decision makers or project leads with significant
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experience in working with consultants on project assignments, the consultant sample was obtained by
selecting professionals from different consulting firms with a significant project experience.

Quality parameters of the conceptual model were transformed into attitude statements and four-
level preference hierarchy structure were defined (see in Table 1).

Attitude statement (51)

Attribute (39)

| |
| |
| Sub-Dimension (16) |
| Main dimension (4) |

Table 1 Quantitative conceptual model
Source: own editing

In total 51 attitude statement were used to be able to measure importance of quality dimensions of
the model (Table 2)

Main dimensions Number of attitude statements
Expertise 8
Relation 16
Involvement 8
Performance 19

Table 2 Structure of main dimensions and attitude statements
Source: own editing

1-5 Likert scale were used to collect respondents’ attitudes and opinions. Research data were
examined with non-parametric analysis (Wilcoxon signed rank, two sample median test), and principal
component and factor analysis. Likert scale reliability were tested by Cronbach alpha method. The
final sample consisted of 167 individuals of whom 40% were consultants and 60% represented buyer
organizations. The distribution of predefined hierarchy levels was proportional, career levels were
equally presented in the research sample. Participants were selected from different service industry,
however financial sector represents 40% of the sample which phenomenon is acceptable since “financial
sector historically has been by far the largest market for consulting firms, accounting for one-third of
their revenue in total” (Czerniawska — Toppin, 2005, p. 23).
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Research results

There is a significant difference in the importance of quality dimensions of the conceptual model.
The four dimensions’ index distribution significantly differ from the other and their importance also
significantly shows variance (Table 3). The most important dimension of successful consulting service is
expertise, which is followed by relations and performance. The least important dimension is involvement.

Dimensions (ERIP) Mean Median
Expertise 3,90 3,88
Relations 3,76 3,75

Involvement 3,58 3,63
Performance 3,70 3,68

Table 3 Index distribution of dimensions
Source: own editing

There is a significant difference how consultants and clients regard the importance of each dimension.
Research results show (Table 4) that consultants view the importance of involvement dimension less than
clients (at significance level of 10%).

. Significant Significant
Consultant/Client difference? difference?
Dimensions
(ERIP) Client Consultant
o=5% o=10%
Mean Median Mean Median
Expertise 3,93 4,00 3,85 3,88 No No
Relations 3,75 3,75 3,77 3,81 No No
Involvement 3,60 3,75 3,54 3,50 No Yes
Performance 3,70 3,68 3,70 3,74 No No

Table 4 Index distribution of dimensions of consultants and clients
Source: own editing

Attitude statements can be grouped based on their importance into three category which classification
provides a practical and managerial perspective for interpretation of results (See Table 5). Based on PCP
service quality model theory (Philip — Hazlett, 1992) there are pivotal service attributes which are crucial
and a must have factors of management consulting service quality perception (14 preferences). Core
service attributes are important, however not critical, participants regard these requirements moderately
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important (23 preferences). Finally, there are some peripheral attributes which are less important
preferences in quality perceptions of consulting services, however customers are delighted if consultants
may provide these (14 preferences) during their service.

Importance (mean) pCe qual} ty model service Number of attitude statements
attribute group
4,00 < Pivotal 14
3,50 -4,00 Core 23
3,50 > Peripheral 14

Table 5 PCP classification of management consulting service quality attributes
Source: own editing

The pivotal quality preferences are efficient resource utilization, meeting ethical norms, commitment
to organizational goals, subject-expert consulting team, strategic fit between client and consultants,
assertive communication, transparent and on-time delivery process, active knowledge sharing.

Research results indicates that there is a significant difference between the importance of sub-
dimensions of relationship dimension (Table 6). The most important sub-dimension is commitment,
followed by ethical norms and assertiveness (at significance level of 10%).

Sub-dimensions Significant Significant
of RELATIONS Mean Median difference? difference?
dimension a=5% a=10%
Commitment 4,23 4,50 Yes Yes
Ethical norms 3,83 4,00 No Yes
Assertiveness 3,76 3,75 Yes Yes
Management 3,64 3,67 Yes Yes
support

Empathy 3,42 3,33 Yes Yes

Table 6 Importance of relationship dimension components (sub-dimensions)
Source: own editing

Based on relationship quality academic works it has been assumed that interpretation of relationship
quality between consultants and clients can be subjective, and participants view importance of sub-
dimensions differently.

Research has not found any significant difference between consultants and clients based on
the importance of dimensions. Small variance can be found between mid and top leaders yet nor at
significance level of 5% nor 10% this gap cannot be statistically proved. However, in case of two attitude
statements there were a significant difference by position level in organizational hierarchy. Higher tiers
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of management hierarchy tend to be more sensitive to the competence and expertise of consultants, yet
little or less emphasis may be placed on specific project deliverables. These findings accord with results
of explorative qualitative research.

The final model was tested by principal axis factors technique and run by varimax-rotation. KMO-
test and Bartlett-test brought acceptable results to execute factor-analysis (Table 7).

Kaiser-Meyer-Olkin-test 0,871
Chi-sqaure test 734,013

Bartlett-test Degrees of freedom 120

Significance 0,000

Table 7 Results of KMO and Bartlett-test
Source: own editing

Factor analysis brought controversial results since the four quality dimensions which emerged and
defined based on previous qualitative research cannot be separated unequivocally, their components do
not fit separately to distinct factors (Table 8). Low factor scores indicates that variables from the original
data is controversially related to a specific factor, it is not obvious which variables are most influenced
by which factor.

* <0,25 factor score are hidden Factor

1 2 3 4
E_Team structure 0,520
E Competence 0,540
E_Strategic fit 0,344 0,588 0,261
R_Empathy 0,340 0,386
R_Assertivity 0,277 0,447 0,401
R_Commitment 0,282 0,274
R_Management support 0,557
R_Ethical norms 0,434 0,549
I _Efficient resource-allocation 0,331 0,497
I_Changemanagement 0,762
I Organizational learning 0,549 0,256 0,301
P_Productivity 0,668
P_Quick delivery 0,381 0,450
P_Additional benefits 0,256 0,308 0,272
P_Internal buy-in 0,524 0,340
P_Availability 0,260 0,331 0,287 0,432

Table 8 Factor weights after varimax rotation
Source: own editing
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Conclusions

By carrying out structured quantitative survey conceptional service quality model of management
consulting services was tested. Research results show that there is a significant difference in the
importance of success dimensions (conceptual model). The four dimensions’ index distribution
significantly differ from the other and their importance also significantly shows variance. The most
important dimension of successful consulting service is expertise, which is followed by relations and
performance. The least important dimension is involvement. Research results indicates that there is a
significant difference between the importance of sub-dimensions of relationship dimension. The most
important sub-dimension is commitment, followed by ethical norms and assertiveness. Pivotal, core
and peripheral quality attributes were defined. The pivotal quality preferences are efficient resource
utilization, meeting ethical norms, commitment to organizational goals, subject-expert consulting team,
strategic fit between client and consultants, assertive communication, transparent and on-time delivery
process, active knowledge sharing.

Research limitations and further research directions

This study can be regarded as fieldwork which indicates opinions of 167 professionals. These
circumstances limit the generalizability of interpretation. The fact that surveyed experts have broad
industry experience and extensive business practice with consultants from various field advance the
reliability of the results. Based on the research the proposed consulting service quality model can be
generalized as it fits and is in line with the previous b2b service quality and relationship quality models.
For further and deeper analysis of proposed conceptual model data collection can be extended to a more
heterogenous, comprehensive sample with wider industry scope. These methodological refinements
allow to re-execute factor or cluster analysis of dimensions of ERIP model. Gap between consultants and
clients in point of perceived quality dimensions may hold great and interesting research results in future.

Managerial implications

The value of the paper is the empirically grounded approach to validate consulting market specific
conceptual quality model which work academically fills a void in consulting and service marketing
literature. Research findings can support of buying organizations in managing their activities for
improving service quality and setting clear behavioural and professional objectives to their consultants.
Furthermore, findings assist sales executives in finetuning their pre-sales techniques by considering
client quality preferences through tender and offer phases.



PANNON MANAGEMENT REVIEW
106 VOLUME 13 e ISSUE 4 « DECEMBER 2024

References

Alvesson, M. (1993): Organizations as Rhetoric: Knowledge-Intensive Firms and the Struggle with
Ambiguity. Journal of Management Studies, 30, 997-1015.

Appelbaum, S. H., Steed, A. J. (2005): The critical success factors in the client consulting
relationship. Journal of Management Development, 24(1), 68-93.

Bennett, R. J., Charmine, E. J. H., McColl-Kennedy, J. R. (2005): Experience as a moderator of
involvement and satisfaction on brand loyalty in a business-to-business setting. Industrial Marketing
Management, 34(1).97-107.

Bennett, R. J., Smith, C. (2004): The selection and control of management consultants by small
business clients. International Small Business Journal, 22(5), 435-62.

Bouwmeester, O., Stiekema, J. (2015): “The paradoxical image of consultant expertise: a rhetorical
deconstruction”. Management Decision, 53(10), 2433 — 2456.

Clark, T., Salaman, G. (1998a): Telling tales: management gurus’ narratives and the construction of
managerial identity. Journal of Management Studies, 35(2), 137-61.

Clark, T. (1995): Managing Consultants - consultancy as the management of impressions. The
University of Michigan: Open University Press

Clark, T., Salaman, G. (1998b): Creating the ‘right’ impression: Towards a dramaturgy of
management consultancy. Service Industries Journal, 18(1), 18-38.

Cronin J. J. Jr., Taylor S. A. (1992): Measuring Service Quality: A Reexamination and Extension.
Journal of Marketing, 56(3), 55-68.

Czerniawska, F., Toppin, G. (2005): Business Consulting: The Economist’s guide to how it works
and how to make it work. Economist Books, London

Ehrhardt, A., Nippa, M. (2005): Far better than nothing at all: Towards a contingency-based
evaluation of management consulting services. Freiberg Working Papers, 9

Engwall, L., Kipping, M. (2013): Management Consulting: Dynamics, Debates, and Directions.
International Journal of Strategic Communication, 7(2), 84-98.

Ford, D. (2002): Understanding Business Marketing and Purchasing: An Interaction Approach. 3rd
ed. Cengage Learning EMEA.

Fullerton, J., West, M. A. (1996): Consultant and Client -Working Together? Journal of Managerial
Psychology, 11(6), 40-49.

Gable, G. G. (1996a): Client Success When Engaging External Consultants. Management Science,
42(8), 1175-1198.

Gable, G. G. (1996b): A multidimensional Model of Client Success When Engaging External
Consultants. Management Science, 46(8), 1175-1198.

Gallouj, C. (1997): Asymmetry of information and the service relationship: selection and evaluation
of the service provider. International Journal of Service Industry Management, 8(1), 42-64.

Hakansson, H., Ford, D. (2002): How should companies interact in business networks? Journal of’
Business Research, 55, 133-139.

Haverila, M., Bateman, E. R., Naumann, E. R. (2011): The drivers of customer satisfaction in
strategic consulting engagements: A global study. Management Decision, 49(8), 1354-1370.



YOUNG RESEARCHERS’ SECTION
KATALIN VARGA-TOLDI — ZOLTAN VERES
SERVICE QUALITY DIMENSIONS OF THE MANAGEMENT CONSULTING MARKET 107

Hennig-Thurau, T., Gwinner, K. P., Gremler, D. D. (2002): Understanding Relationship Marketing
Outcomes: An Integration of Relational Benefits and Relationship Quality. Journal of Service Research,
4(3), 230-247.

Kubr, M. (ed). (1996): Management consulting. A guide to the profession. 3rd ed. International
Labour Office, Geneva

Kubr, M. ed. (2002): Management consulting. A guide to the profession. 4th ed. International
Labour Office, Geneva

McLachlin, R. D. (2000): Service quality in consulting: What is engagement success? Managing
Service Quality, 10(3), 141-150.

McLachlin, R. D. (1999): Factors for consulting engagement success. Management Decision,
37(5), 394-404.

Nador, E. (2007b): A professzionlis tandcsadas vezetési és marketing kérdései. Vezetés és
tandcsadas, 41(4-5), 131-140.

Nador, E. (2007a): Az {izleti tanicsadas marketingje. Akadémiai Kiadd

Nikolova N., Reihlen, M., Schlapfner, J. (2009): Client — consultant interaction: Capturing social
practices of professional service production. Scandinavian Journal of Management, 25(3), 289-298.

Nikolova, N., Devinney, T. (2012): The nature of client—consultant interaction: A critical review. In:
M. Kipping, T. Clark (eds.): The Oxford handbook of management consulting, Oxford University Press,
389-409., Oxford, UK

O’Driscoll, M. P., Eubanks, J. L. (1993): Behavioral competencies, goal setting, and OD practitioner
effectiveness. Group & Organization Management, 18(3), 308-327.

Pellegrinelli, S. (2002): Managing the interplay and tensions of consulting interventions: The
consultant-client relationship as mediation and reconciliation. Journal of Management Development.
21(5), 343-365.

Richter, A., Niewiem, S. (2009): Knowledge transfer across permeable boundaries: An empirical
study of clients’ decisions to involve management consultants. Scandinavian Journal of Management,
25(3), 275-288.

Skjelsvik, T., Pemer, F., Lowendahl B. R. (2017): Strategic management of professional service

Smith, M. E. (2002): What client employees say about consultants. Leadership & Organization
Development Journal, 23(2), 93-103.

Starbuck, W. H. (1992): Learning by Knowledge-Intensive Firms. Journal of Management Studies,
29(6), 713-740.

Stumpf, S. A., Longman, R. A. (2000): The ultimate consultant: building long-term, exceptional
value client relationship. Career Development International, 5(3), 124-34.

Varga-Toldi, K., Veres, Z. (2021): ERIP: service quality model of management consulting projects.
Journal of Business & Industrial Marketing, 36(7), 1090-1102.

Veres, Z. (2009): Competence-based risk perception in the project business. Journal of Business &
Industrial Marketing, 24(3/4), 237-244.

Wright, C., Kitay, J. (2002): ,,But does it work? Perceptions of the impact of management
consulting. Strategic Change, 11, 271-278.

Zeithaml, V. A., Bitner, M. J. (2000): Services Marketing: Integrating Customer Focus Across the
Firm. 2nd ed. Irwin McGraw-Hill, New York



PANNON MANAGEMENT REVIEW
108 VOLUME 13 e ISSUE 4 « DECEMBER 2024

About authors

Varga-Toldi Katalin, segment & customer management leader with 15 years
of diverse experience and strong track record in driving business growth strategies
and creating differentiated client handling solutions for financial services.
Experienced in high-performing business development & segment teams, skilled
at management consulting with a profile of executing integrated retail strategy
programs and managing organizational transformations and projects. A creative,
out-of-the-box thinker with passion for leading change with growth mindset
and creating a nurturing culture of innovation. Dedicated, resourceful and goal-

driven professional university lecturer with a solid commitment to the social and
academic growth of students in the field of service and b2b marketing. Committed to professional ethics,
standards of practice and the care and education of young generation.

Contact: toldi.katalin@gmail.com

Zoltan Veres, Professor of Marketing at the University of Pannonia,
Veszprém, Hungary, Head of Research Centre of the Faculty of Business and
Economics. He obtained his PhD in economics, at the Hungarian Academy
of Sciences, and his habilitation degree at University of Szeged, Faculty of
Economics and Business Administration. Among others he taught at the College
for Foreign Trades; at the Ecole Supérieure de Commerce d’Angers and between
2004 and 2009 he was Head of Institute of Business Studies at the University i
of Szeged. In 2011 he was appointed professor of marketing at the Budapest it
Business School (BBS), Hungary, and between 2010 and 2014 he was also Head ” ‘|“ ‘
of Research Centre at BBS. Since 2014 he is editor-in-chief of the Pannon Management Review. Zoltan

:]r,f?
| W

Veres has had consultancy practice and conducted numerous research projects on services marketing and
project marketing. In 2001 and 2002 he was Head of Service Research Department at the multinational
GfK Market Research Agency. He is a member of the research group of the European Network for
Project Marketing and Systems Selling (Lyon); Advisory Board member of Academy of World Business,
Marketing and Management Development, Perth (Australia); member of Comité Cientifico del Academia
Europea de Direccion y Economia de la Empresa (Spain). He has more than 350 scientific publications,
including the books of Introduction to Market Research, Foundations of Services Marketing and
Nonbusiness Marketing. He has been editor of series to Academy Publishing House (Wolters Kluwer
Group), Budapest.
Contact: veres.zoltan@gtk.uni-pannon.hu









