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6th International C
onference For C

onsum
er B

ehaviour and R
etailing R

esearch 

H
osted by: 

U
niversity of A

pplied S
ciences Voralberg, A

ustria 

16th - 18th a
pril 2009

The 6th (annual) International C
onference for C

onsum
er B

ehaviour and R
etailing R

esearch is 
organised by C

entre for International R
esearch in C

onsum
ers Location and their Environm

ents 
(C

IR
C

LE). 
W

eb: http://w
w

w
.leedsm

et.ac.uk/international/the/circle.htm
 

The C
entre engages in interdisciplinary research and consultancy projects in order to explore and 

exam
ine consum

er behaviour in local, regional, national or international 

contexts for a range of service industries including events, finance, hospitality, leisure, m
arketing, 

retailing and tourism
. A

ll research activities/projects/conference proceedings are dissem
inated w

ith the 
dual purpose of assisting m

anagers and practitioners w
ho w

ork in the industry as w
ell as fuelling further 

academ
ic study and debate in this im

portant em
erging research area. 

Investigating international/global environm
ent, the C

entre is international itself – w
ith the follow

ing 
partnering institutions: Leeds M

etropolitan U
niversity (Tourism

, H
ospitality and E

vents, Faculty of B
usiness 

and Law
, Innovation N

orth), U
niversity of N

icosia, C
yprus; Zagreb S

chool of M
anagem

ent, C
roatia; 

U
niversity of A

pplied S
ciences A

lbstadt/ S
igm

aringen, G
erm

any; The G
raduate S

chool of B
usiness &

 
E

conom
ics, U

niversity of Zagreb, C
roatia; U

niversity of A
pplied S

ciences Vorarlberg, A
ustria; K

ing Fahd 
U

niversity of P
etroleum

 &
 M

inerals, S
audi A

rabia; U
niversity of C

anterbury, N
ew

 Zealand; U
niversity of 

A
pplied S

ciences Liechtenstein; U
niversity of S

zczecin, P
oland; U

niversity of C
entral Lancashire, U

K
; 

U
niversity of G

loucestershire, U
K

; U
niversity of S

alford, U
K

; U
niversity of R

ijeka, C
roatia; U

niversity of 
S

arajevo, B
osnia; U

niversity of C
alabria, Italy; U

niversity of R
eggio, Italy; B

usiness A
cadem

y C
halkida, 

G
reece; U

niversity of S
apienza, Italy; U

niversity of S
iena. W

ith m
ore participants/m

em
bers and m

ore 
partnering institutions joining the C

IR
C

LE
, the sustainable quality developm

ent and positive com
petition 

w
ill be the catalysts of fruitful academ

ic and professional co-operation in the field. 

The 6th International C
onference for C

onsum
er B

ehaviour and R
etailing R

esearch C
onference has 

tw
o goals. The first goal is to provide an international environm

ent for different academ
ic/professional 

approaches and discussions on recent developm
ent in consum

er behaviour and retailing theory/practice 
in contem

porary turbulent business arena. 
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The second goal is to provide the opportunity for young scholars, practitioners and P
hD

 students to have 
their w

ork validated and benchm
arked w

ithin the benevolent academ
ic and professional com

m
unity of 

colleagues from
 different international contexts. The young scholars, studying for their P

hD
 are invited 

also to their sym
posium

 and to m
eet w

ith their supervisory team
. 

W
ith m

ore participants/m
em

bers and m
ore partnering institutions joining the C

IR
C

LE
, the sustainable 

quality developm
ent and positive com

petition w
ill be the catalysts of fruitful academ

ic and professional 
co-operation in the field. 

Focus of the C
onference w

ill be on various aspects of contem
porary political, econom

ic, social and 
technological environm

ent for international business practice(s) and their target m
arket(s) w

ith special 
em

phasis on retailing, hospitality, tourism
 and events. 

The C
onference Tracks w

ill cover the follow
ing areas: 

M
arketing C

om
m

unications A
nd The Im

pact O
n C

onsum
ers 

Innovative P
ractice A

nd M
ethods In M

arketing A
nd C

onsum
er B

ehaviour 

R
ole O

f R
elationship M

arketing O
n C

onsum
er B

ehaviour 

M
arketing C

oncepts A
nd “Tools” W

ithin The International C
ontext For R

etailing, H
ospitality A

nd 
Tourism

. 

Q
uality A

nd S
ervice O

perations In H
ospitality M

anagem
ent 

C
hanging Im

pacts R
etailing Through S

trategy, M
arketing A

nd P
olicy 

inter-C
ultural a

nd G
lobalisation a

spects in r
etailing, H

ospitality a
nd tourism

. 

R
etailing A

nd M
erchandising For Local A

nd International O
rganisations 

S
ustainable P

olicy, P
olitics A

nd E
vents 

E
conom

ic, S
ocial, Technological, A

nd E
nvironm

ental Im
pacts 

The P
ilgrim

age M
anagem

ent A
nd R

eligious Festivals 

C
ontem

porary C
ross-C

ultural Festivals 

C
osting A

nd P
ricing S

trategies For H
ospitality, Tourism

 A
nd E

vents O
rganisations 

H
igher E

ducation P
olicy A

s It R
elates To E

ducation 

E
nhancing G

raduate E
m

ployability In E
vents, H

ospitality, A
nd Tourism

 

international Forum
 O

f P
hd S

tudents: W
ork-in-P

rogress C
hallenges 

There is also the sym
posium

 for P
hD

 students 

international forum
 of P

hd
 students: w

ork-in-progress challenges 

P
aper subm

ission and R
eview

 P
rocess 

P
lease send an abstract of no m

ore than 500 w
ords by 15th N

ovem
ber 2008 to the O

rganising C
om

m
ittee. 

A
bstracts should clearly state the purpose, results and conclusions of the w

ork to be described in the 
final paper. k

ey w
ords (3-5) should be enclosed to abstract. P

lease, provide full nam
es, affiliations 

•••••••••••••••••

and up-to-date contact details (postal address, university/business address, e-m
ail, telephone and fax 

num
bers). 

B
oth abstracts and final papers w

ill be double blind review
ed. A

uthors w
ill receive abstract acceptance 

notice from
 the O

rganising C
om

m
ittee by 15th d

ecem
ber 2008 - at latest. Full papers should be 

subm
itted by 5th M

arch 2009. The follow
ing should be the correct form

at for the subm
ission of abstracts 

and papers: 

E
nglish is the official language of the 6th International C

onference for C
onsum

er B
ehaviour and R

etailing 
R

esearch. 

S
ubm

ission form
at 

A
ll abstracts and final papers should be subm

itted in E
nglish, checked for correct gram

m
ar and spelling, 

both a hard copy and e-m
ailed to g.vignali@

m
m

u.ac.uk in M
icrosoft W

ord form
at. 

P
hD

 S
tudents 

A
ll participants in the status of P

hD
 students w

ill be contacted by 15th January 2009 and suggested 
to join the international forum

 of P
hd

 students: w
ork-in-progress challenges – inform

al m
oderated 

w
orkshop on P

hD
 planning, m

ethodological choice and data collection. In addition P
hD

 supervisors w
ill 

be there to discuss the research process and offer som
e thoughts for best practice. 

P
hD

 students can also present at the conference. For those students w
ho w

ish to present their w
ork 
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A
bstract

This research aim
s to understand the relationship 

betw
een 

apparel 
attributes 

and 
advertising 

on consum
er buying behaviour. A survey w

as 
developed through a non random

 and snow
ball 

sam
pling technique to 221 P

ortuguese apparel 
consum

ers.

D
ifferences 

in 
the 

valorization 
of 

the 
apparel 

attributes 
according 

to 
the 

influence 
level 

of 
the advertising on the buying behaviour w

ere 
evidenced.

Furtherm
ore, 

it 
w

as 
possible 

to 
establish 

an 
association betw

een the influence level of the 
advertising 

on 
the 

buying 
decision 

and 
the 

valorization of the esthetic attributes of the apparel. 
The apparel attributes m

ost valued by consum
ers 

w
ere: 

com
fort, 

satisfaction, 
quality, 

need 
and 

m
odel.

K
eyw

ords: 
A

dvertising, 
consum

er 
buying 

behaviour, apparel attributes

C
ontact: 

m
m

rp@
ubi.pt; 

sazevedo@
ubi.pt;          

jjm
f@

ubi.pt; 
rm

iguel@
ubi.pt; 

vilm
apedroso@

gm
ail.com

Introduction
S

tudy and quantification of attributes is crucial to a 
better understanding of consum

er beliefs about a 
specific product or brand (D

utton, 2006). A
ttributes 

m
ay be seen as inherent characteristics of the 

products, being specific, visible, quantified and of 
high im

portance for choosing process of different 
options. 

C
alazans (1992) and K

im
 et al. (2002) have studied 

how
 the involvem

ent of consum
er w

ith the apparel 
influences the perception of a specific product 
in the advertising. A

dvertising is one of the m
ain 

influences on consum
er buying behaviour. U

nlike 
other influences on purchase decisions, such as 
m

em
ory, groups of influence, past experiences, 

advertising is view
ed by m

arketers and business 
executives as a com

m
unication toll used for they 

can better m
anage, create, or change the attitudes, 

perceptions and behaviour of consum
ers. 

A set of researches have studied the relationship 
betw

een the apparel attributes and the decision 
m

aking process in a buying context. M
ay-P

lum
lee 

(2006) 
argue 

that 
there 

are 
several 

universal 
attributes to evaluate apparel. O

ther researchers 
(a

braham
-M

urali and littrell, 1995) divide these 
attributes in tw

o general categories: inherent and 
extrinsic. A

lso, D
ickson and Littrell (1997) argum

ent 
that 

consum
ers 

take 
buying 

decision 
m

aking 
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according to the situations or events in w
hich the 

product w
ill be used. Furtherm

ore, E
ckm

an (1990) 
defends that consum

ers are not consistent in the 
criteria used to evaluate apparel. 

To date there has been little attention given to the 
relationship am

ong different types of advertising 
and its influence on valorization of apparel attributes 
by consum

ers. In this sense, the im
plications of 

this research can be useful because it w
ill help to 

a better understanding of these relationships and 
also a clearing up about the m

ain reasons that 
could justify the current tendencies of m

arkets and 
the success of som

e brands. 

This research aim
s to fill that gap on literature. 

In this w
ay, this research provides the follow

ing 
research 

questions: 
The 

different 
levels 

of 
advertising influence on buying decision leads to a 
different level of apparel attributes valorization?

In this sense, this research aim
s to understand 

the relationship betw
een apparel attributes and 

advertising on consum
er buying behaviour.

The paper is structured as follow
s: first a literature 

review
 about buying behaviour,  advertising and 

apparel attributes. S
econd, the m

ethodology to 
develop the study is presented w

ith a special focus 
on sam

ple m
ethod, data collection and statistics. 

Finally the results are discussed and conclusions 
and future im

plications for consum
er behaviour 

know
ledge are draw

n.

A
dvertising: C

onsum
er B

ehaviour 
A

pproaches 
R

esearchers have sought to define advertising 
from

 econom
ic and social perspectives. R

otzoll 
and H

aefner (1990) define advertising as the result 
of persuasion, a tim

e-honored tradition driven by 
self-interest, 

itself 
propelled 

by 
deliberate 

and 
calculating individuals.

O
ne im

plicit expectation of this view
 is that the 

self-interested actions of individuals w
ill ultim

ately 
w

ork them
selves out for the good of the w

hole.

k
irkpatrick 

(1994) 
takes 

a 
sim

ilar 
approach 

tow
ard the definition of advertising, describing 

it as salesm
anship, the product and expression 

of 
laissez-faire 

capitalism
 

and 
the 

industrial 
R

evolution.

P
ercy and R

ossiter (1992) say that purchase 
intention is rarely the direct object of advertising 
com

m
unication strategy. A

lthough it is certainly 
true that purchase intention and behavior is the 
ultim

ate goal on advertising, m
ore often one m

ust 
be preconditioned by first raising the salience of 
a brand, and then form

ing at least som
e tentative 

attitudes tow
ard it before purchase is considered.

The 
tendencies 

in 
contem

porary 
advertising 

display the reflux of its form
er pedagogical and 

constructive 
dim

ension. 
A

dvertising’s 
classical 

m
odel – the fam

ous copy strategy – insisted 
on 

a 
m

essage 
that 

praised 
the 

functional 
or 

psychological benefits of a product.

In this m
echanism

, consum
er w

as seen as a 
passive subject that should be w

orked upon through 
the repetition of sim

ple and brief slogans. A
lthough 

this still rem
ains, this logic now

 contests w
ith a 

new
 kind of advertising that takes into account 

the appearing of a hyper consum
er educated to 

consum
ing, full of equal products, m

any tim
es 

allergic to advertising rattling. That is the reason 
of new

 guidelines: if in the past it tended to value 
the product, now

 advertising aim
s at becom

ing 
a creative show

 that deals w
ith a profusion of 

new
 styles: second degree, pastiche, digression, 

im
pertinence, 

fashion, 
em

otional, 
ridiculous, 

provocation. Thus, hyperm
odern advertising seeks, 

above all, to innovate, touch, distract, renew
 the 

im
age, break in consum

ers m
ore than to celebrate 

the product (Lipovetsky, 2006).S
everal w

orks about 
advertising have been w

ritten in the last decades, 
so M

uehling (1987) investigated one antecedent 
that has been proposed in the literature: a

ttitude-
tow

ard-advertising-in-general. 

A
ttitudes tow

ard advertising in general predict 
consum

ers’ level of involvem
ent in specific ads 

(Jam
es and K

over, 1992), and attitudes tow
ard 

advertising 
in 

general 
predict 

attitudes 
tow

ard 
specific 

ads 
(M

ittal, 
1994). 

those 
attitudes 

tow
ard ads, in turn, predict brand attitudes in 

m
any cases (e.g., B

row
n and S

taym
an, 1992; 

M
ack

enzie, lutz, and B
elch, 1986). M

oreover, 
copy research has indicated that attitudes tow

ard 
ads predict the increm

ental product sales thanks to 
advertising (H

aley and B
aldinger, 1991). S

im
ilarly, 

understanding 
m

edium
-specific 

public 
opinion 

tow
ard ads also has im

portant im
plications for ad 

effectiveness. A
s noted earlier, attitudes tow

ard 
advertising in a given m

edium
 predict exposure 

to versus avoidance of advertisem
ents in the 

m
edium

 (e.g., e
lliott and S

peck, 1998). in an era 

of increasingly cluttered m
edia environm

ents, and 
increasingly available ad-avoidance technology, 
avoidance 

behavior 
represents 

a 
significant 

problem
 for advertisers. It has been suggested that, 

for tV, various ad-avoidance strategies reduce ad 
exposure by as m

uch as 30%
 (A

bernethy, 1991). 
C

onsum
ers have m

ore and m
ore control over their 

ad exposure and they m
ake their exposure choices 

based in part on their opinions of advertising in 
the m

edium
. It is argued, therefore, that a good 

understanding 
of 

consum
ers’ 

attitudes 
and 

perceptions tow
ard advertising in specific m

edia is 
essential.

P
ublic 

attitudes 
tow

ard 
advertising 

have 
been 

the focus of num
erous surveys over the years 

(O
’d

onohoe, 1985; P
ollay and M

ittal, 1993; zanot, 
1981). S

om
e of the recent surveys have focused on 

attitudes tow
ard advertising in a specific m

edium
, 

such as television (e.g., A
lw

itt and P
rabhakar, 

1992, 1994; M
ittal, 1994) or the internet (e.g., 

S
chlosser, 

S
havitt, 

and 
K

anfer, 
1999). 

O
thers 

have exam
ined public attitudes tow

ard advertising 
in general (e.g., a

ndrew
s, 1989; S

havitt, low
rey, 

and H
aefner, 1998).

There has been considerably less research on 
m

edia differences in public opinion. A num
ber of 

previous surveys used students as their respondents 
(e.g., B

ush, S
m

ith, and M
artin, 1999; H

aller, 1974; 
S

om
asundaran and Light, 1991), m

aking it difficult 
to draw

 conclusions for the general population. 
S

till, som
e im

portant studies w
ith representative 

panel sam
ples have been reported. For instance, 

M
ittal (1994) polled approxim

ately 200 m
em

bers 
of a consum

er m
ail panel in the southern U

nited 
S

tates. A
lthough the survey focused prim

arily on 
an in-depth analysis of consum

er attitudes tow
ard 

television advertising, a few
 questions requesting 

explicit com
parisons betw

een ads on TV, radio, 
and new

spapers/m
agazines w

ere included. These 
show

ed that print ads w
ere perceived substantially 

m
ore favorably than radio and TV

 ads, presum
ably 

because of the relative intrusiveness of broadcast 
m

edia. H
ow

ever, in another large scale survey 
described 

earlier 
(e

lliott 
and 

S
peck, 

1998), 
no 

significant 
differences 

w
ere 

found 
across 

broadcast or print categories, w
hereas direct-m

ail 
advertising w

as evaluated less favorably than any 
other advertising m

edium
.

The 
latter 

results, 
especially 

those 
regarding 

direct m
ail, m

ight appear surprising in light of the 
argum

ent that m
edia that offer m

ore self-selected 
opportunities to attend to ads w

ill be evaluated 

m
ore favorably than w

ill other m
edia. H

ow
ever, 

direct m
ail that is not in catalog form

at m
ay be 

intrusive, at least to the extent that recipients have 
to process it in order to get to the real m

ail. Further, 
the evaluations obtained in the E

lliott and S
peck 

(1998) study m
ay have reflected perceptions of 

direct-m
ail or print advertising as an institution 

rather than perceptions driven by one’s positive 
and negative personal experiences w

ith individual 
ads.

The attitudinal m
easures used w

ere rather general 
com

pared to previous studies (sem
antic-differential 

scales 
anchored 

by 
interesting/not 

interesting, 
enjoyable/not enjoyable, etc.) and the label of 
direct m

ail w
as broad enough that generalized as 

opposed to personalized responses m
ight have 

been elicited (S
andage and leckenby, 1980).

d
augherty et al. (2008) m

ake som
e considerations 

about  constructs of attitude and confidence. First 
they corroborate that constructs are found to be 
different factors positively related to each other. 
This finding supports previous research into this 
area w

hich suggests the separation of confidence 
from

 attitude. S
econd, the societal and econom

ic 
aspects are both positively related to one’s attitude 
tow

ard advertising. Further, the inform
ative function 

is found to be positively related to the attitude tow
ard 

advertising, w
hich suggests that the inform

ative 
function of advertising is effective in predicting 
the public’s attitude tow

ard advertising. H
ow

ever, 
a stronger relationship betw

een the inform
ative 

function of advertising and one’s confidence in 
advertising, com

pared to their attitude.

R
ijsdijk and H

ultink (2009) investigate product 
sm

artness as follow
s of consum

er responses to 
product autonom

y, and consum
er responses to 

four 
additional 

product 
sm

artness 
dim

ensions: 
adaptability, reactivity, m

ultifunctionality, and the 
ability to cooperate. They studied also the effects 
of the product sm

artness dim
ensions on consum

er 
perceptions at the product category level. The 
research provided several suggestions on how

 to 
deal w

ith the advantages and disadvantages and, 
as such, it delivers useful input for the developers 
of new

 sm
art products.

In the m
ajority of attitude tow

ard advertising studies, 
survey research has been used to assess opinions 
about the institution of advertising system

atically 
(i.e., attitude tow

ard advertising in general), as 
w

ell as attitudes about specific econom
ic, social, 

and personal functions of advertising. S
everal 
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researchers have investigated advertising value 
perceptions perceptions has involved not only 
U

.S
. consum

ers (B
arksdale and D

arden 1972; 
B

arksdale, D
arden, and P

erreault 1976; B
arksdale 

and P
erreault 1980; B

arksdale et al. 1982; P
ollay 

and M
ittal 1993; S

havitt, Low
rey, and H

aefner 
1998; yoon 1995), but also consum

ers from
 B

ritain, 
C

hile, G
erm

any, and R
ussia (A

ndrew
s, D

urvasula, 
and N

etem
eyer 1994; French, B

arksdale, and 
P

erreault 
1982; 

M
anso-P

into 
and 

d
iaz 

1997; 
O

’d
onohoe 1995; W

ills and r
yans 1982; W

itkow
ski 

and k
ellner 1998). O

ther studies have exam
ined 

the attitudes of C
E

O
s, m

arketing m
anagers, and 

m
anagers in other functional areas (G

reyser and 
r

eece 1971; k
anter 1988/89; W

ebster 1980). 
Furtherm

ore, 
students 

have 
often 

served 
as 

respondents 
in 

studies 
investigating 

opinions 
about advertising (a

ndrew
s 1989; d

urvasula et al. 
1993; H

aller 1974). 

S
everal 

studies 
have 

illustrated 
that 

attitudes 
tow

ard the institution of advertising are a function 
of 

a 
consum

er’s 
perceptions 

of 
the 

various 
aspects of advertising, such as its inform

ational 
value and its use of idealized im

ages (A
ndrew

s, 
d

urvasula, and N
etem

eyer 1994; M
uehling 1987; 

P
ollay and M

ittal 1993). O
ther research stream

s 
have 

addressed 
public 

policy 
issues 

relevant 
to m

arketing and advertising practices (C
alfee 

and r
ingold 1994; Ford and C

alfee 1986) and 
advertising as it relates to societal concerns, such 
as its im

pact on the m
oral fabric of societies (B

elk 
and P

ollay 1985; e
w

en 1988; M
cC

racken 1988; 
P

ollay 1986; tharp and S
cott 1990). 

A preponderance of the research on attitudes 
tow

ard 
m

arketing 
and 

its 
inherent 

value 
has 

focused on the advertising com
ponent. P

ollay 
and M

ittal’s (1993) fram
ew

ork discuss findings as 
related to (1) the econom

ic effects of advertising, 
(2) the personal uses of advertising, and (3) the 
societal effects of advertising. In the E

conom
ic 

E
ffects of A

dvertising som
e research support the 

idea that advertising results in better products and 
prom

otes com
petition (a

ndrew
s 1989; a

nderson, 
e

ngeldow
, and B

ecker 1978; M
uehling 1987; r

eid 
and S

oley 1982), others are less favorable in this 
regard (H

aller 1974; P
ollay and M

ittal 1993). in 
P

ersonal U
ses of A

dvertising include advertising 
as a source of inform

ation about products. S
havitt, 

low
rey, 

and 
H

aefner 
(1998), 

the 
audiences 

use advertising to find out about local sales and 
particular brands, as w

ell as product and service 
availability 

and 
report 

that 
younger 

audiences 

think of advertising as an inform
ation source m

ore 
than do older audiences.

P
ollay 

and 
M

ittal 
(1993) 

report 
the 

students 
had m

ore favorable opinions about the value of 
advertising in providing social role/lifestyle im

agery 
inform

ation than did adults.

In sum
, the societal effects of advertising include 

the encouragem
ent of m

aterialism
, the corruption 

of societal values, and falsity, or failure to present 
an accurate picture of the product and/or reality 
(B

auer and G
reyser 1968; P

ollay and M
ittal 1993). 

S
om

e research indicates that U
.S

. consum
ers 

are m
ore negative about the social effects of 

advertising than are R
ussian (A

ndrew
s, D

urvasula, 
and N

etem
eyer 1994) or G

erm
an (W

itkow
ski and 

k
ellner 1998) consum

ers. in this w
ay is im

portant 
to study each country.

C
oulter (2001) report the m

etaphors attributed to 
advertising reveal that advertising has positive 
value, 

in 
that 

it 
relates 

inform
ation, 

provides 
entertainm

ent, 
and 

stim
ulates 

grow
th 

in 
the 

econom
y. 

H
ow

ever, 
the 

goodw
ill 

derived 
from

 
these 

aspects 
of 

advertising 
is 

countered 
by 

several liabilities, as epitom
ized by the om

nipresent 
being, nosy neighbor, seducer, and evil therapist 
m

etaphors.

N
ow

adays, 
conventional 

advertising 
through 

m
assive 

m
edia 

like 
television, 

cinem
a, 

radio, 
outdoors, new

spapers, m
agazines, and on the 

internet are in deep recession. There is such an 
invasion in advertising and its presence is so 
intrusive that people react w

ith som
e indifference.

Fashion brands use conventional m
eans in order to 

em
brace the biggest w

ideness in ratings. Thanks 
to its particular attributes, pink m

agazines and 
new

spaper w
eekly supplem

ents are the m
eans 

preferred by the fashion sector, because they 
have a great capacity to divide ratings and its low

 
cost turns these m

eans in a considerable option to 
entertaining.

The 
fashion 

industry 
is 

characterized 
by 

a 
considerable am

ount of standardized advertising. 
In fact, global advertising in fashion m

agazines 
such as Vogue and E

lle helps create the im
age 

of a designer brand nam
e for fashion goods, 

such as apparel, accessories, and perfum
e, and 

has been used by m
any leading firm

s (B
lyth, 

2006). 
Increasingly, 

som
e 

fashion 
m

arketers 
have discovered that their advertising is directly 
linked to retail sales and strong retail perform

ance 

(C
allan, 2006). A

t the sam
e tim

e, global strategic 
advertising is aggressively expanding to E

urope, 
A

sia, and the U
S

A (K
o, E

unju et al. 2007).

G
rant and S

tephen (2006) studied the influence 
of the advertising m

edia on buying behaviour, 
only passing reference w

as m
ade to television. In 

general, the only m
edium

 of any significance to 
this target group w

as teenage m
agazines and the 

fashion articles and fashion advertisem
ents w

hich 
appeared in them

.

P
roduct D

esign A
ttributes

P
roduct 

attributes 
play 

an 
im

portant 
role 

in 
m

arketing com
m

unication for both the consum
er 

and the m
arketer alike. C

onsum
ers use attributes 

as the basis for evaluating a product and attributes 
prom

ise benefits consum
ers seek w

hen purchasing 
a product. C

onsum
ers also use attributes to m

ake 
com

parisons betw
een com

petitive brands. The 
im

portance of studying attributes goes beyond the 
physical features of a product since consum

ers link 
attributes to benefits of purchasing and consum

ing 
products. These benefits, or consequences, in turn 
lead to certain end states or values that consum

ers 
w

ish to achieve (A
aker et al., 1992; B

elch and 
B

elch, 1995; K
otler, 1991; M

ow
en, 1993; P

eter 
and O

lson, 1993).

a
nalysis of the consum

er perception and decision-
m

aking processes is therefore extrem
ely im

portant 
to assist the m

arketer to understand consum
er 

behaviour, delineate better positioning strategies 
and develop m

ore effective advertising cam
paigns 

based on product attributes and the associated 
perceived benefits.

The im
portance of attributes to the m

arketer is that 
product attributes are used to set the m

arketer’s 
brand apart from

 that of the com
petitors based 

on a specific attribute or often several attributes 
or 

product 
benefits 

(B
elch 

and 
B

elch, 
1995). 

A
ttributes are furtherm

ore used by the m
arketer 

as the basis for developing new
 products and 

the 
drafting 

of 
specific 

positioning 
strategies 

based on the differentiating attributes the product 
has. S

tokm
ans (1991) adds that a product can 

be view
ed as a bundle of intrinsic and extrinsic 

attributes or as a bundle of perceived attributes. 
The description of a product in term

s of its intrinsic 
and extrinsic attributes is usually based on the 
m

arketer’s perspective. The consum
er, on the 

other 
hand, 

uses 
perceived 

attributes 
in 

the 
decision-m

aking process.

P
eter 

and 
D

onnelly 
(1995) 

em
phasis 

the 
im

portance 
of 

product 
positioning 

strategies 
based on attributes by stating that these strategies 
are useful for giving m

arketers a clearer idea of 
consum

er perceptions of m
arket offerings and 

for selecting appropriate attributes for positioning 
products.

In advertising, m
arketers m

ake use of attributes to 
state that a product has a certain attribute or that its 
attributes provide certain benefits to the consum

er. 
M

arketers therefore use attributes in advertising to 
influence the consum

er’s evaluation of alternatives 
by featuring the product’s salient attributes. The 
objective is to influence the consum

er in such a 
w

ay that the brand nam
e is associated w

ith the 
m

ost im
portant attribute.

P
uth et al. (1999) argue that m

arketer needs 
to 

determ
ine 

w
hich 

attributes 
(characteristics 

or factors) are perceived to be of value to the 
consum

er for the product category. O
nce these 

attributes 
have 

been 
identified, 

the 
m

arketer 
m

ay benefit by evaluating the brand on these 
criteria to determ

ine its relative com
petitiveness. 

The identified attributes should, if present in the 
m

arketer’s 
product, 

clearly 
be 

com
m

unicated 
through the m

arketer’s advertisem
ents.

Identifying the key attributes and choosing those 
w

here you have an advantage - a bigger color 
range, longer-lasting, non-stain, etc. - represents 
the best start to create effective advertising. O

nce 
you have done this the designers of the ad can get 
to w

ork creating a stylish and inspired ad reflecting 
the product attributes selected for attention.
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Table 1 – A
ttributes for garm

ent evaluation  

S
ource: D

utton

A set of researches have studied the relationship 
betw

een the apparel attributes and the decision 
m

aking process in a buying context. M
ay-P

lum
lee 

(2006) argues that there are several universal 
attributes to evaluate apparel. O

ther researchers 
have categorized these attributes into tw

o m
ain 

categories; intrinsic and extrinsic (Forney, 2005). 
P

roduct attributes that are inherent in the product, 
like fiber content, style, color and pattern are intrinsic 
attributes. E

xtrinsic attributes are attributes that do 
not form

 part of the physical product but are added 
by retailers and m

anufacturers, like brand, price, 
packaging, and store (Forney, 2005, p.158). a

lso, 
D

ickson and Littrell (1997) defend that consum
ers 

take buying decision m
aking according to the 

situations or events in w
hich the product w

ill be 
used. Furtherm

ore, E
ckm

an (1990) defends that 
consum

ers are not consistent in the criteria used 
to evaluate apparel. 

d
avis 

(1987) 
found 

that 
w

hen 
considering 

an 
apparel 

purchase, 
the 

tw
o 

m
ost 

com
m

on 
attributes used for assessm

ent w
ere style and 

price. Fabric and store w
ere also im

portant to 
m

ost subjects w
hen evaluating a garm

ent (D
avis, 

1987). S
proles (1979) found that styling and fit are 

the key characteristics that influence consum
ers’ 

purchase 
decision. 

H
e 

also 
stated 

that 
other 

critical characteristics that im
pact the consum

er’s 
decision to acceptor reject a product include price, 
fiber content, durability and ease of care.

G
rant and S

tephen (2006) show
 that the teenage 

girls placed a high value on branded clothes, 
design and style, and knew

 the brands that suited 
them

.

D
utton, (2006) show

ed that the attributes styling, 
brand, price, place and m

anufacture and fiber 
content have a statistically significant  affect on the 
15- to 25-year-old consum

er’s intent to purchase 
an apparel product in the group of the attributes 
used (table 1). O

verall, there w
as a statistically 

significant difference am
ong the fashion groups’ 

responses w
hen brand, price and place w

here 
know

n attributes. 

H
ow

ever, there w
as an overall sim

ilarity w
hen 

styling and m
anufacture w

ere know
n.

To 
date 

there 
has 

been 
little 

attention 
given 

to 
the 

relationship 
am

ong 
different 

types 
of 

advertising and its influence on valorization of 
apparel attributes by consum

ers. A
ccording to the 

review
ed literature and aim

ed at answ
ering the 

research questions of this study: D
o the different 

levels 
of 

advertising 
influence 

on 
the 

buying 
decision lead to different levels of valorization of 
pieces of clothing attributes?, w

e intend to verify 
w

hich clothing attributes are overvalued w
hen 

consum
ers are persuaded in different levels by 

the several kinds of advertising. In order to answ
er 

this research question, w
e set up the follow

ing 
investigation hypothesis:

H
ypothesis 

1a): 
There 

are 
differences 

in 
the 

valuation of clothing attributes, according to the 
advertising influence level on buying decision in 
fashion m

agazines.

H
ypothesis 

1b): 
There 

are 
differences 

in 
the 

valuation of clothing attributes, according to the 
advertising influence level on buying decision in 
pink m

agazines.

H
ypothesis 

1c): 
There 

are 
differences 

in 
the 

valuation of clothing attributes, according to the 
advertising influence level on buying decision in 
catalogues.

H
ypothesis 

1d): 
There 

are 
differences 

in 
the 

valuation of clothing attributes, according to the 
advertising influence level on buying decision in 
the internet.

H
ypothesis 

1e): 
There 

is 
a 

relation 
betw

een 
advertising influence level on buying decision and 
the valuation of clothing’s aesthetical attributes

M
ethod

S
am

ple, D
ata C

ollection and statistics

C
oncerning this research’s unfolding, w

e chose 
the non random

 sam
pling technique, that is, the 

population elem
ents’ selection to form

 the sam
ple 

depends, partly, on the researcher’s judgm
ent. 

There are no know
n conjectures that a random

 
elem

ent in the population m
ay have a share in the 

sam
ple (M

attar, 2001). B
lended w

ith this sam
pling 

technique, w
e also used the snow

ball sam
pling 

process. A kind of intentional sam
ple am

ong that the 
researcher chooses a starting group of individuals 
to w

hom
 he asks for nam

es of other individuals 
belonging to the sam

e population. In this w
ay, the 

sam
ple keeps grow

ing like a snow
ball, w

hile new
 

individuals are suggested to the researcher (R
ao, 

2000).

Thus, in this research w
e chose to send the 

questionnaire by e-m
ail to the researcher’s m

ailing 
list contacts living in the country and later, to diffuse 
it using the snow

ball technique to successive 
contacts of the first responders. A

fter that, w
e 

obtained 221 answ
ers.

The questions in the questionnaire are m
ainly 

closed. W
e chose this kind of questions, in order to 

assure com
parable answ

ers; and they are easier 
to answ

er and also because they offer m
ore easily 

exam
inable, codifiable, and statistically treatable 

answ
ers (Foddy, 2002).

C
oncerning 

the 
answ

ers 
obtained 

from
 

the 
questionnaires, 

they 
are 

m
easured 

according 
three kinds scales: ratio scale, Lickert scale and 
dichotom

ic scale. Yet, in order to get the answ
ers 

m
ore quickly, they w

ere sent by e-m
ail.

the questionnaires w
ere sent and received by e-

m
ail, and its answ

ers exported to the S
P

S
S

 15.0 
softw

are, in order to get the statistical treatm
ent. 

W
e used A

N
O

VA statistical tests, K
ruskal W

allis in 
order to test the research hypotheses (H

a), H
b) 

H
c) H

d) ) and the S
pearm

an ordinal correction test 
to verify the hypothesis H

e).

R
esults and discussion 

A
s for the characterization of the sam

ple and, 
m

ore precisely, in w
hat concerns the profile of the 

clothing consum
er to w

hich this study is related, 
starting from

 his age, w
e see that it is distributed, 

in a very hom
ogeneous w

ay, by the three age 
classes (18-25, 26-32 and ≥ 32 years), although 
it w

as evident a m
ore significant prom

inence in 
the 18-35 years class (36,1%

). this hom
ogeneity 

of the sam
ple avoids problem

s of obliquity that 
w

ould arise in the answ
ers that w

ould happen 
if 

there 
w

ere 
m

ore 
preponderant 

classes. A
s 

for the responders’ occupation, w
e verified that 

a significant percentage (27,6%
) is form

ed by 
students, 

follow
ed 

by 
independent 

w
orkers 

(16,3%
), 

and 
thirdly 

by 
assignm

ent 
w

orkers 
(13,1%

). 
C

oncerning 
educational 

qualifications, 
w

e see that the sam
ple’s great m

ajority (61,5%
) in 

this study is form
ed by people w

ith a degree. The 
second group has secondary education (20,4%

). 
A

s for the m
arital status, the responders of this 

study are m
ainly single and do not have children 

(52,5%
). It is also interesting to notice that those 

w
ho are m

arried w
ith or w

ithout children have the 
sam

e percentage (16,3%
). Finally, our sam

ple also 
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has a greater num
ber of w

om
en (58,8%

) than of 
m

en (41,2%
), although this difference is not very 

expressive. 

The 
role 

of 
advertising 

in 
clothing 

buying 
behaviour

O
n 

order 
to 

find 
an 

answ
er 

to 
the 

research 
question raised by this study, firstly w

e display the 
data relative to the H

ypothesis H
1 test and, next, 

the descriptive statistics that allow
 us to reinforce 

those results and understand m
ore clearly those 

differences. The relation betw
een advertising and 

clothing attributes m
ay be confirm

ed or denied, 
w

e did the K
ruskall W

allis test to several kinds 
of 

advertising, 
associating 

them
 

w
ith 

clothing 
attributes.

S
tarting from

 H
ypothesis 1a), There are differences 

in the valuation of clothing attributes, according to 
the advertising influence level on buying decision 
in fashion m

agazines, and after an analysis of 
table 2, it is possible to see that there are m

ajor 
differences on the valuation of clothing attributes 
according to the level of influence of advertising 
in fashion m

agazines on the consum
er buying 

decision, 
as 

for 
the 

follow
ing 

attributes: 
used 

m
aterials, style, durability, cut, treatm

ent, quality, 
satisfaction, necessity and function. H

ypothesis 
H

1a) is not rejected on a level of significance of 
5%

.

Yet, it is interesting to notice that also the fact of 
three of the four attributes valuated by the consum

er 
is not influenced by publicity in fashion m

agazines 
belong to clothing aesthetical attributes. 

Table 2: K
ruskal W

allis test results for the question H
1a

a  K
ruskal W

allis Test

b G
rouping Variable: Fashion m

agazines advertising

* S
ignificant to a level of significance of 5%

.

Table 3: K
ruskal W

allis test results for the question H
1b 

a  K
ruskal W

allis Test

b  G
rouping Variable: P

ink m
agazines advertising 

* S
ignificant to a level of significance of 5%

.

A
ccording 

To 
the 

H
ypothesis 

1b), 
There 

are 
differences in the valuation of clothing attributes, 
according to the advertising influence level on 
buying decision in pink m

agazines, and after an 
analysis on Table 3, it is possible to see that there 
are significant differences in the clothing attributes 
valuation according to the level of influence in 
pink m

agazines advertising on consum
er buying 

decision, as for all attributes. H
ypothesis H

1b) is 
not rejected to a level of significance of 5%

.

A
s for H

ypothesis 1c), after an analysis on results 
of table 4, it is possible to notice that there are 
big differences on the clothing attribute valuation 
according to the level of influence of advertising 
in catalogues on the consum

er buying decision, 
related to every attribute except for the satisfaction. 
H

ypothesis 
1c) 

is 
not 

rejected 
to 

a 
level 

of 

significance of 5%
. This result is understandable 

since one of the problem
s of clothing catalogue 

selling is the low
 level of custom

er satisfaction 
(C

astro, 2004).

C
oncerning H

ypothesis 1d), There are differences 
in the valuation of clothing attributes, according to 
the advertising influence level on buying decision 
in the internet, through the analysis of Table 5, to a 
level of significance of 5%

, w
e notice that there are 

large differences on the clothing attribute valuation 
according to the level of influence of advertising 
in the internet on the consum

er buying decision, 
related to every attribute except for the satisfaction. 
this is because e-com

m
erce of clothing has the 

sam
e disadvantages as catalogues. Thus, w

e m
ay 

consider that H
ypothesis 1d) is not rejected.
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Table 4 K
ruskal W

allis test results for the question H
1c)

a  K
ruskal W

allis Test

b  G
rouping Variable: C

atalogue advertising

* S
ignificant to a level of significance of 5%

.

C
oncerning H

ypothesis 1e), There is a relation 
betw

een 
advertising 

influence 
level 

on 
buying 

decision and the valuation of clothing’s aesthetical 
attributes, w

e notice, through the analysis of Table 
6, that this association exists, but w

ith a reduced 
expression, w

hat allow
s us to say that H

ypothesis 
1e) is not rejected. Thus, w

e chose to highlight 
the follow

ing aspects: (ii) the association betw
een 

the advertising level of influence on the consum
er 

buying decision; and the (ii) valuation level of 
the clothing aesthetical attributes has a reduced 
significance, and, in m

ost cases, the association is 
in the opposite direction.

(i) 
The level of influence of advertising in 

new
spapers on the clothing buying decision has 

a negative association w
ith the valuation of every 

clothing 
aesthetical 

attributes 
analyzed 

in 
this 

investigation. Yet, this negative association is m
ore 

representative than w
hat concerns the color.

(ii) 
The level of influence of advertising on the 

internet and in fashion m
agazines on the clothing 

buying decision has a positive and som
ehow

 
representative association w

ith the valuation of the 
style attribute.

Table 5: K
ruskal W

allis test results for the question H
1d)

a  K
ruskal W

allis Test, b  G
rouping Variable: A

dvertising on the internet

* S
ignificant to a level of significance of 5%

.

Table 6: Spearm
an’s test R

ho results for the Q
uestion H

1e)

*C
orrelation significant for 5%

.
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C
onclusions

C
oncerning the investigation question of this study 

“D
o the different levels of advertising influence 

on the buying decision lead to different levels of 
valorization of pieces of clothing attributes?” w

e 
conclude 

that 
fashion 

m
agazines 

advertising 
influence the follow

ing attributes: used m
aterials, 

style, durability, cut, treatm
ent, quality, satisfaction, 

necessity and function.

A
s for advertising in societal m

agazines, w
e see 

that it influences all studied attribute. A
s regards 

catalogue advertising, it influences every attribute 
except satisfaction. This is a understandable result, 
since one of the pointed problem

s for the catalogue 
selling is precisely the low

 level of the consum
er 

satisfaction, because he cannot get a clear idea 
on the product he is about to buy, its color, cloth 
fitting and cloth attributes (C

astro, 2004), and is 
disappointed w

ith w
hat he bought, since it does not 

correspond to his expectations. A
s for advertising 

on the internet, w
e noticed differences concerning 

every analyzed attribute except for satisfaction, 
w

hat happens for the sam
e reasons concerning 

catalogues, because e-com
m

erce of clothing has 
the sam

e disadvantages as catalogues.

Finally, analyzing the existence of an association 
betw

een the advertising level of influence on the 
buying decision and the valuation of the clothing 
aesthetical 

attributes, 
w

e 
conclude 

that 
this 

association exists, but w
ith a reduced expression. 

M
ust 

be 
highlighted 

the 
positive 

association 
betw

een 
the 

level 
of 

advertising 
in 

fashion 
m

agazines and on the internet on the buying 
decision and the valuation of the style attribute. It 
is also highlighted the negative and considerable 
association 

betw
een 

the 
level 

of 
advertising 

in new
spapers on the buying decision and the 

valuation of the attributes of color, m
odel, style and 

look. This fact m
ay result from

 the low
 quality of 

the new
spapers printing, concerning its color and 

look, w
hen com

pared w
ith other printed m

eans of 
advertising.
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A
bstract

The 
m

ode 
of 

inform
ation 

processing 
during 

m
em

ory-based decision-m
aking, in other w

ords, 
w

hether 
product 

choice 
is 

based 
on 

product 
attribute 

inform
ation 

or 
on 

overall 
product 

evaluations, is an im
portant aspect of consum

er 
decision-m

aking. 
B

ased 
on 

the 
A

ccessibility-
D

iagnosticity 
fram

ew
ork 

(Feldm
an 

and 
Lynch, 

1988) and the M
O

D
E

 m
odel (Fazio, 1986), it 

w
as hypothesized that inform

ation diagnosticity 
interacts (a) w

ith processing m
otivation and (b) 

w
ith processing opportunity to determ

ine the m
ode 

of processing. The results of the present research 
support these interactive effects and indicate that 
product choice is attribute-based (attitude-based) 
w

hen inform
ation is diagnostic (non-diagnostic) and 

processing opportunity is high. In all other cases 
(high 

inform
ation 

diagnosticity/low
 

processing 
opportunity, 

low
 

inform
ation 

diagnosticity/high 
processing 

opportunity 
and 

low
 

inform
ation 

diagnosticity/low
 

processing 
opportunity) 

processing proceeds based on previously form
ed 

overall 
evaluations. 

Furtherm
ore, 

our 
findings 

suggest that decision m
aking is attribute-based 

w
hen 

product 
inform

ation 
is 

highly 
diagnostic 

and m
otivation to deliberate is high. A

gain, in 
all other cases (high inform

ation diagnosticity/
low

 
processing 

m
otivation, 

low
 

inform
ation 

diagnosticity/high 
processing 

m
otivation 

and 
low

 
inform

ation 
diagnosticity/low

 
processing 

m
otivation) processing is attitude-based.

K
ey 

w
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inform
ation 

processing, 
attitudes, 

decision-m
aking
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grd
ecision-m

aking 
is 

an 
im

portant 
aspect 

of 
consum

er 
behavior. 

R
esearchers 

have 
show

n 
a lot of interest in the processes involved in the 
evaluation of alternatives and the choice rules 
that lead to purchase decisions (B

ettm
an, Luce 

and P
ayne, 1988). Findings indicate that choices 

can be based on an expected utility fram
ew

ork 
(Von N

eum
ann and M

orgenstren, 1947) or can 
be based on heuristics and rules that underm

ine 
the idea of rationality (Tversky, 1972; K

eeney and 
r

aifa, 1993; r
usso and d

osher, 1983). 

O
ne 

aspect 
of 

consum
er 

decision-m
aking 

concerns 
the 

extent 
to 

w
hich 

decisions 
and 

choices 
are 

based 
on 

overall 
evaluations 

of 
the alternatives rather than on specific product 
attribute inform

ation (M
antel and K

ardes, 1999). 
A

lthough 
consum

er 
research 

has 
exam

ined 
several aspects of decision-m

aking, little attention 
has been paid to the m

ode of processing (attitude-
based vs. attribute-based) and, specifically, to the 
identification of the factors that determ

ine it. In this 
article w

e argue that in m
em

ory-based choices this 
m

ode results from
 the interactive effect of product 

attribute diagnosticity and processing m
otivation 

and opportunity respectively. 

M
em

ory-based 
choices 

refer 
to 

those 
cases 

w
here alternatives and relevant inform

ation are 
not present at the tim

e of choice and need to be 
retrieved from

 m
em

ory. In general, in term
s of 

m
em

ory context, three types of decision-m
aking 

can be distinguished: (a) stim
ulus-based choices, 

(b) 
m

em
ory-based 

choices, 
and 

(c) 
m

ixed-
m

em
ory choices. S

tim
ulus-based decision m

aking 
occurs on-line, as the inform

ation required to form
 

a judgm
ent or to m

ake a choice is situationally 
available 

(H
astie 

and 
P

ark, 
1986). 

H
ow

ever, 
in m

any choice contexts in the real w
orld the 

products com
pared m

ay not be physically present 
or relevant inform

ation m
ay not be available on-

line. U
nder such conditions the consum

er needs to 
retrieve inform

ation from
 m

em
ory in order to reach 

to a decision (Lingle and O
strom

, 1979). Finally, 
there are choice tasks w

here som
e alternatives 

and parts of the relevant inform
ation are available 

on-line, w
hile others need to be recalled (lynch 

and 
S

rull, 
1982). 

d
ecision 

m
aking 

proceeds 
differently in each of the above cases w

ith regard 
to the choice alternatives, the inputs (inform

ation) 
and the w

ay these inputs are used and processed 
in order to m

ake a choice (Lynch, M
arm

orstein 
and W

eigold, 1988).

C
onceptual background

Inform
ation diagnosticity

P
erceived 

inform
ation 

diagnosticity 
is 

a 
broad 

concept that has been exam
ined in various research 

dom
ains. In the context of consum

er behavior, 
lynch et al (1988, p 171) suggest that “an input is 
diagnostic for a judgm

ent or decision to the degree 
that consum

ers believe that the decision im
plied 

by that input alone w
ould accom

plish their decision 
goals (e.g., m

axim
ize utility, choose a justifiable 

alternative, and so on)”. H
ow

ever, even w
ithin this 

context diagnosticity has been operationalised and 
conceptualised in diverse w

ays (Lynch, 2006).  

lynch 
et al. (1988) 

suggest 
that diagnosticity 

of 
overall 

evaluations 
and 

product 
attributes 

determ
ines 

w
hether 

inform
ation 

processing 
during choice w

ill be attitude-based or attribute-
based. In term

s of product classification, Yi and 
G

ray (1996) and H
och and H

a (1986), along w
ith 

other researchers, exam
ine diagnosticity in term

s 
of product am

biguity and typicality. They refer to 

it as the extent to w
hich an input can provide a 

categorization of a product w
hich is perceived as 

am
biguous. For instance, in the case of brand 

extensions, research has show
n that “the greater 

the 
shared 

associations 
betw

een 
tw

o 
targets, 

the m
ore diagnostic inform

ation about one is for 
m

aking judgm
ents about the other” (A

hluw
alia and 

G
ürhan- C

anli, 2000, p 373).

W
ith regard to inference form

ation, inferences 
are likely to occur if inform

ation is perceived 
as 

diagnostic 
(D

ick, 
C

hakravarti 
and 

B
iehal, 

1990; B
roniarczyk and a

lba, 1994). d
ick et al 

(1990) suggest that consum
ers also assess the 

perceived diagnosticity of inferential rules, that 
is, the probability that the inference process w

ill 
have a favorable outcom

e.  The choice of the 
rule (e.g. distribution data, evaluation consistency 
and correlation-based probabilistic consistency) 
w

ill vary depending on the context of the task 
given at hand. A

nother stream
 of research on 

diagnosticity has focused on the negativity effect 
and inform

ation valence. The m
ain proposition is 

that negatively valenced inform
ation is perceived 

as m
ore diagnostic than positively or neutrally 

valenced inform
ation and, hence, has a greater 

im
pact on the form

ation of overall evaluations 
(H

err, K
ardes and K

im
, 1991). H

ow
ever, A

hluw
alia 

(2002) postulates that the degree to w
hich negative 

inform
ation 

w
ill 

be 
perceived 

as 
diagnostic 

depends on the level of involvem
ent and hence, 

the m
ode of processing (deliberative and profound 

vs. spontaneous and less effortful processing). 
A

longside, sim
ilar assum

ptions have been draw
n 

regarding extrem
ity biases. For instance, in the 

context of im
pression-form

ation, S
kow

ronski and 
C

arlston (1987) suggest that extrem
e behaviors 

are m
ore diagnostic than m

oderate ones.

a
ttitude-based versus attribute-based 

decision m
aking

O
ne aspect of assessing choice alternatives is the 

m
ode of inform

ation processing that is em
ployed 

(M
antel and K

ardes, 1999). A decision can be 
either 

based 
on 

product 
attribute 

inform
ation 

(attribute-based processing) or derive from
 overall 

evaluations 
of 

the 
alternatives 

(attitude-based 
processing). a

ttribute-based processing entails the 
use of specific attribute inform

ation and involves 
com

parison of the sam
e attributes across brands. 

O
n the other hand, “attitude-based processing 

involves the use of general attitudes, sum
m

ary 
im

pressions, intuitions, or heuristics: no specific 
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attribute-by-attribute com
parisons are perform

ed 
at the tim

e of judgm
ent” (M

antel and K
ardes, 

1999, p 339). This latter type of processing is 
cognitively less effortful and less tim

e consum
ing 

than attribute-based processing. the m
ode of 

processing m
ay also be a com

bination of the above. 
If, for exam

ple, the consideration set com
prises 

a big num
ber of alternatives, overall evaluations 

m
ay be used to carry out a first sorting and specific 

attributes m
ay be then used to reach to the final 

decision. H
astie, P

ark and W
eber (1984) suggest 

that m
ost judgm

ent tasks follow
 a dual process 

m
odel, i.e. both prior overall evaluations and a 

subset of attribute inform
ation are used (C

hen and 
C

haiken, 1999; K
ahnem

an and Frederick, 2002).

a
ttitude-based 

processing 
is 

cognitively 
less 

effortful and less tim
e consum

ing than attribute-
based processing. The consum

er sim
ply needs to 

retrieve (or to form
 on-line, in the case of stim

ulus-
based decision-m

aking) and com
pare the attitudes 

that are related to the specific products. a
ttribute-

based decision m
aking refers to the com

parison 
of specific attributes, w

hich requires m
ore tim

e, 
effort and deliberation (M

antel and K
ardes, 1999). 

A
lthough it leads to m

ore accurate judgm
ents, in 

general attribute-based processing can increase 
system

atic biases in preference judgm
ent, such as 

the direction-of-com
parison effect (S

anbonm
atsu, 

K
ardes and G

ibson, 1991).  

in m
em

ory-based choice conditions, the consum
er 

m
ight follow

 various paths regarding the m
ode of 

processing. If there are no overall evaluations 
available in m

em
ory and no inform

ation regarding 
the alternatives is externally available, the judgm

ent 
task m

ay depend on recalled product attributes. 
H

ow
ever, 

if 
the 

brands 
have 

been 
previously 

evaluated, 
the 

processing 
m

ay 
depend 

on 
previously form

ed overall evaluations, regardless 
of the specific attribute inform

ation upon w
hich the 

overall evaluations w
ere based (k

ardes, 1994; 
k

eller, 1987). in the case of a m
ixed-m

em
ory 

choice, for exam
ple, w

hen there is a m
em

ory-
brand and a stim

ulus one, the com
parison m

ay 
occur 

betw
een 

the 
recalled 

attributes 
of 

the 
m

em
ory brand and the sam

e available attributes 
of the stim

ulus brand. If the consum
er’s m

em
ory 

is 
vague 

regarding 
the 

retrieved 
attributes, 

processing w
ill depend on the previously form

ed 
evaluation of the specific subset of attributes. The 
choice could also be m

ade by com
paring overall 

evaluations of the stim
ulus and the m

em
ory brand. 

O
verall evaluations, w

hen form
ed are independent 

of the attribute inform
ation upon w

hich they w
ere 

originally based (lunch et al, 1988).

S
ocial psychology and consum

er research have 
produced 

a 
only 

few
 

theoretical 
m

odels 
that 

specify the conditions under w
hich processing 

w
ill be based on overall evaluations rather than 

product attributes. Fazio’s (1986) M
O

d
e

 m
odel 

(M
otivation 

and 
O

pportunity 
as 

D
eterm

inants) 
suggests 

that 
judgem

ent 
and 

behaviour 
can 

be 
a 

result 
of 

tw
o 

processing 
m

odes: 
either 

a 
spontaneous 

one, 
w

here 
relevant 

attitudes 
are autom

atically activated, or an effortful and 
deliberative one, w

here inform
ation is deliberately 

retrieved and processed. A
ccording to this m

odel, 
w

hen the consum
er is highly m

otivated to m
ake 

the right decision and circum
stances allow

 for 
deep and detailed processing (high opportunity), 
the decision w

ill be based on attribute inform
ation. 

In 
contrast, 

w
hen 

m
otivation 

and 
opportunity 

are low
, processing is based on attitudes rather 

than on attributes. In a direct test of the M
O

D
E

 
m

odel, S
anbonm

atsu and Fazio (1990) presented 
their participants w

ith a num
ber of statem

ents 
describing tw

o departm
ent stores, S

m
ith’s and 

B
row

n’s. O
verall, the form

er store w
as described 

in m
ore favorable term

s than the latter. H
ow

ever, 
the cam

era departm
ent of B

row
n’s w

as m
ore 

favorably described than S
m

iths’. D
uring the critical 

decision task, participants w
ere told that they w

ere 
to buy a cam

era and w
ere asked to choose w

hich 
departm

ent store they w
ould visit. M

otivation w
as 

m
anipulated by inform

ing half of the participants 
that they w

ould later have to justify their decision 
to a group of students and the researchers (high 
m

otivation) and the other half that they sim
ply had 

to m
ake a choice (low

 m
otivation). Furtherm

ore, 
half of the participants w

ere given a lim
ited period 

of tim
e to m

ake their decision (high tim
e pressure-

low
 opportunity), w

hile the other half w
ere under 

no tim
e pressure (high opportunity).

a
s m

entioned earlier, Feldm
an and lynch (1988) 

and lynch et al (1988) offer a distinct fram
ew

ork 
(a

ccessibility-d
iagnosticity) 

w
hich 

puts 
forw

ard 
accessibility and diagnosticity as determ

inants of 
the m

ode of inform
ation processing. Their findings 

suggest that the extent to w
hich a decision w

ill 
be 

based 
on 

attitudes 
rather 

than 
attributes 

(and 
reversely) 

depends 
on 

the 
accessibility 

and perceived diagnosticity of the tw
o types of 

processing input. In conditions of high accessibility 
and high diagnosticity consum

ers w
ill m

ost likely 
engage in attribute-based inform

ation processing, 
w

hile w
hen the tw

o variables are low
, processing 

w
ill be based on overall evaluations. The m

odel 
acknow

ledges 
the 

im
portance 

of 
accessibility: 

the m
ore accessible an input is from

 m
em

ory, the 
m

ore likely it is that it w
ill be retrieved and utilized. 

H
ow

ever, even if an input is highly accessible, it 
w

ill not be em
ployed if it is not diagnostic.

O
verview

 of the present research
The 

present 
research 

integrates 
the 

above 
m

entioned theoretical approaches by exam
ining 

the com
bined effect of the M

O
D

E
 m

odel and 
inform

ation diagnosticity on the m
ode of processing. 

A
lthough previous research has exam

ined these 
factors and their effects on processing during 
choice in isolation, w

e argue that their interaction 
m

ay 
produce 

different 
results 

than 
the 

tw
o 

fram
ew

orks separately propose. 

O
pportunity refers to the ability to utilize brand 

attribute inform
ation and apart from

 determ
ining 

the type of inputs used during choice (Fazio, 1986), 
it can also define w

hether and how
 diagnostic 

inform
ation 

w
ill 

be 
em

ployed. 
In 

the 
context 

of group decision-m
aking, for exam

ple, k
arau 

and K
elly (1992) argue that tim

e scarcity (low
 

opportunity) should lead to a focus on diagnostic 
inform

ation. Furtherm
ore, according to K

ruglanski 
(1989), “fear of invalidity” (m

otivation to avoid 
processing errors and their upcom

ing costliness) 
drives consum

ers to process inform
ation m

ore 
effortfully and w

ith greater cautiousness. In the 
sam

e context, i.e. inform
ation processing, the term

 
has been also described as readiness, w

illingness, 
interest 

and 
desire 

to 
process 

inform
ation 

(M
acInnis, M

oorm
an and Jaw

orski, 1991). Though 
these definitions are som

ew
hat different, they all 

im
ply increased arousal to elaborate on external 

stim
uli. A

s in the case of processing opportunity, 
processing m

otivation can also affect perceived 
diagnosticity. B

aker (2001), in his w
ork regarding 

the diagnosticity of advertising-generated brand 
attitudes in brand choice, postulates that a positive 
change in m

otivation to process inform
ation can 

decrease brand attitude diagnosticity. H
ence, the 

follow
ing hypotheses are tested: 

H
1: 

Inform
ation 

diagnosticity 
and 

processing 
opportunity interact to determ

ine the m
ode of 

processing during product choice 

H
2: 

Inform
ation 

diagnosticity 
and 

processing 
m

otivation 
interact 

to 
determ

ine 
the 

m
ode 

of 
processing during product choice

E
xperim

ent 1

D
esign and participants

Tw
o 

experim
ental 

studies 
w

ere 
conducted 

in 
order to test the research hypotheses. The first 
experim

ent 
exam

ined 
the 

interaction 
betw

een 
inform

ation 
diagnosticity 

and 
processing 

opportunity 
(H

1). 
O

ne 
hundred 

and 
fifty-eight 

undergraduate students (53 m
ale, 105 fem

ale, 
M

age = 20.27, S
D

 = 2.15) participated in the 
experim

ent in exchange for extra course credit. 
The 

design 
w

as 
a 

2 
(high 

diagnosticity/ 
low

 
diagnosticity) x 2 (high processing opportunity/low

 
processing opportunity) betw

een-subjects design. 
P

articipants w
ere run in sm

all groups of three to 
six. 

The experim
ent sim

ulated a real choice betw
een 

tw
o brands, follow

ing S
anbonm

atsu and Fazio 
(1990). The stim

ulus m
aterial w

as designed in a 
w

ay such that the respondents’ product choice 
w

ould indicate the processing strategy that they 
em

ployed 
(attitude-based 

vs. 
attribute 

based). 
P

articipants 
w

ere 
presented 

w
ith 

a 
table 

that 
contained the description of D

Link and U
M

A
X

, tw
o 

com
pact digital cam

eras, on five attributes. D
Link 

w
as generally described m

ore favorably than U
M

A
X

 
except for battery duration. O

n that attribute U
M

A
X

 
scored higher, either m

arginally (low
 diagnosticity) 

or very distinctly (high diagnosticity). A
fter a short 

filler task, participants w
ere asked w

hich brand 
they 

w
ould 

purchase 
in 

case 
they 

needed 
a 

com
pact digital cam

era w
ith long battery life. They 

w
ere assigned random

ly either to the no tim
e 

pressure condition (high processing opportunity) 
or to the tim

e pressure condition (low
 processing 

opportunity). It w
as expected that participants in 

the low
 diagnosticity and low

 opportunity condition 
w

ould base their choice on their retrieved attitudes 
tow

ards the products, and hence, select D
Link 

w
hich generally scored higher than U

M
A

X
. O

n the 
other hand, participants in the high diagnosticity 
and high opportunity condition w

ere expected to 
decide based on recalled attribute inform

ation and 
therefore purchase U

M
A

X
 w

hich had the longest 
battery life.  

S
tim

uli 
C

om
pact digital cam

eras served as the stim
ulus 

product 
due 

to 
students’ 

fam
iliarity 

w
ith 

the 
product category and the product’s w

ide range of 
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characteristics and applications (attributes). Tw
o 

pretests w
ere run in order to define the product 

attributes that w
ould be used in the products’ 

description. In the first pretest (n = 25), respondents 
w

ere asked to provide a list of attributes (open-
ended question) they w

ould take into consideration 
w

hen purchasing a com
pact digital cam

era. In the 
second pretest (n = 25), participants w

ere asked to 
rate 47 attributes in term

s of their im
portance w

hen 
deciding over com

pact digital cam
eras on a nine-

point scale anchored by 1 (not at all im
portant) and 

9 (very im
portant). This list of attributes w

as based 
on those attributes m

ost frequently m
entioned in 

the first pretest as w
ell as on consum

er reports 
and interview

s w
ith experts. B

ased on the results 
of the second pretest, five attributes w

ere selected: 
im

age resolution, zoom
 capacity, battery duration 

(num
ber of pictures per battery life), guarantee 

(years), and price-quality ratio. 

A third pretest (n = 25) w
as conducted to select 

appropriate brand nam
es. In order to control for prior 

know
ledge and fam

iliarity effects on inform
ation 

processing and choice (K
ardes et al, 1993), it 

w
as decided to use either fictitious brand nam

es 
or brands that are not w

idely m
arketed in G

reece. 
P

articipants w
ere asked to assess 15 brand nam

es 
on tw

o nine-point scales w
ith endpoints 1 (dislike, 

not suitable at all) and 9 (like, very suitable). A
s 

they w
ere told that the brand nam

es w
ere all 

hypothetical and constructed, they w
ere also asked 

to note w
hether they thought any of those brands 

w
as a real one. O

nly one participant recognized 
a brand nam

e, and therefore, this brand nam
e 

w
as excluded. S

ince the tw
o scales w

ere highly 
correlated, the tw

o item
s w

ere averaged and the 
tw

o m
ost preferred brand nam

es w
ere selected: 

U
M

A
X

 and D
Link. Finally, a fourth pretest (n = 15) 

w
as conducted to determ

ine the duration of product 
inform

ation 
presentation. 

R
espondents 

w
ere 

show
n the sam

e stim
ulus m

aterial that w
as later 

used in the m
ain experim

ent. They w
ere divided in 

three groups of five and w
ere given 30, 25 and 20 

seconds respectively in order to read and process 
product inform

ation.  A
fterw

ards, they rated their 
perceptions of tim

e pressure using three item
s 

(no tim
e pressure-tw

o m
uch tim

e pressure, m
ore 

than adequate tim
e available-not adequate tim

e 
available, and need lot m

ore tim
e to do this task-

need no m
ore tim

e to do this task). Independent 
sam

ple t-tests show
ed significant differences of 

tim
e pressure perceptions am

ong the groups and 
hence the tim

e period of 25 seconds w
ere selected 

as inform
ation processing tim

e. The m
ain idea w

as 

that respondents w
ould have enough tim

e to form
 

overall evaluations about the products and store 
specific attribute inform

ation in m
em

ory, w
ithout 

form
ing, though, attitudes tow

ards the specific 
product characteristics (S

anbonm
atsu and Fazio, 

1990). 

P
rocedure

In the first part of the experim
ent, participants 

com
pleted a filler task w

hich fam
iliarized them

 
w

ith the inform
ation processing procedure. This 

w
as also em

ployed in order to further distract them
 

from
 the crucial experim

ental stim
uli. Tw

o D
V

D
 

players w
ere presented in a table form

atted as the 
one used for the description of the experim

ental 
products. P

articipants w
ere told to carefully read 

and process the product inform
ation, as afterw

ards 
they w

ould be asked to evaluate the tw
o brands. 

They had 25 seconds to com
plete the processing 

task. Im
m

ediately after that, their attitudes tow
ards 

the products w
ere m

easured (five 9-point scales 
w

ith endpoints don’t like at all, very negative, very 
unfavorable, very undesirable, very bad (1) and 
like very m

uch, very positive, very favorable, very 
desirable, very good (9)). Follow

ing this filler task, 
participants w

ere random
ly assigned to a high or 

low
 diagnosticity condition and w

ere presented 
w

ith the experim
ental m

aterial. A
fter their exposure 

to 
product 

inform
ation, 

participants 
com

pleted 
a filler task (50 general aptitude and know

ledge 
questions) w

hich lasted for 30 m
inutes. This delay 

w
as used to clear w

orking m
em

ory from
 product 

attitudes and attribute inform
ation. The process 

continued 
w

ith 
the 

decision 
m

aking 
task 

and 
participants w

ere again random
ly assigned to the 

high and low
 processing opportunity conditions. 

Finally, after com
pleting the m

anipulation check 
item

s, they w
ere debriefed and dism

issed. 

D
ependent m

easure 
A

s w
as described earlier, the m

ain dependent 
variable, i.e. w

hether processing w
ould be attitude-

based 
or 

attribute-based, 
w

as 
operationalised 

as the outcom
e of the decision-m

aking process 
(product 

choice). 
S

pecifically, 
in 

the 
decision-

m
aking task participants w

ere handed a tw
o-page 

booklet, w
ith the instructions in the first page and 

the dependent m
easure in the second page. The 

exact w
ording of the dependent m

easure w
as the 

follow
ing: “Im

agine that you need to purchase a 
com

pact digital cam
era w

ith long battery duration. 

You can either purchase com
pact digital cam

era 
U

M
A

X
 or com

pact digital cam
era D

Link. W
hich 

com
pact digital cam

era w
ill you purchase?” (I w

ill 
purchase com

pact digital cam
era U

M
A

X
 / I w

ill 
purchase com

pact digital cam
era D

Link). 

M
anipulations 

B
attery duration w

as random
ly selected am

ong 
the five attributes that described the tw

o products 
in order to create the tw

o inform
ation diagnosticity 

conditions. Follow
ing M

iniard, S
irdeshm

ukh and 
Innis (1992), diagnosticity w

as m
anipulated by 

m
eans of product attribute sim

ilarity. A
lthough 

in their study, M
iniard et al (1992) held attribute 

values identical in the low
 diagnosticity condition, 

this could not be applied in the present research. If 
attribute values w

ere identical for the tw
o brands, 

participants w
ould choose D

Link anyw
ay, as it w

as 
m

ore favorably described than U
M

A
X

. Instead, in 
the high diagnosticity (low

 sim
ilarity) condition, the 

battery life w
as 220 and 150 pictures for U

M
A

X
 

and D
Link w

hereas in the low
 diagnosticity (high 

sim
ilarity) condition it w

as 160 and 150, respectively. 
It w

as assum
ed that a sm

all difference in battery 
duration w

ould not help participants discrim
inate 

betw
een 

the 
tw

o 
alternatives 

(P
echm

an 
and 

R
atneshw

ar, 1992), that is, attribute inform
ation 

w
ould not be diagnostic. O

n the other hand, a 
relatively big difference w

ould easily single out the 
best choice and hence, attribute inform

ation w
ould 

be highly diagnostic. 

P
rocessing 

opportunity 
w

as 
m

anipulated 
by 

constraining 
decision-m

aking 
tim

e 
for 

som
e 

participants 
(low

 
processing 

opportunity), 
but 

not 
for 

others 
(high 

processing 
opportunity) 

(Fazio, 1990). S
pecifically, participants in the low

 
opportunity condition had exactly 20 seconds to 
com

plete the choice task, w
hile participants in the 

high opportunity condition had no tim
e constraint 

and w
ere instructed to com

plete the task on their 
ow

n pace. 

R
esults 

independent sam
ples t-tests show

ed that both 
diagnosticity and opportunity m

anipulations w
ere 

successful. 
inform

ation 
diagnosticity 

(4 
item

s, 
C

ronbach’s alpha = 0.71) w
as significantly different 

in the high- and low
-diagnosticity conditions (t156 

= 2.1, p <.05, M
 = 5.17 and M

 = 4.64 respectively). 
S

im
ilarly, 

there 
w

ere 
significant 

differences 
in 

perceptions of tim
e pressure (2 item

s, C
ronbach’s 

alpha = 0.75) betw
een the high opportunity/low

 
opportunity groups (t156 = -10.07, p < .001, M

 = 
4.21 and M

 = 7.07 respectively) 

A
s expected, attitude m

easures show
ed that the 

m
ajority of participants favoured cam

era D
Link 

to cam
era u

M
a

X
 (118 out of 158). C

ontrary to 
S

anbonm
atsu and Fazio (1990), the rem

aining 40 
participants w

ere not excluded from
 the analysis, 

as diagnosticity m
anipulation occurred prior to 

attitude m
easurem

ent. The m
anipulation did not 

significantly affect participants’ attitudes tow
ards 

the tw
o products. The m

ain unit of analysis w
as the 

cam
era choice, w

hich w
as coded as 1, indicating 

“I w
ould purchase com

pact digital cam
era U

M
A

X
”, 

and 2, indicating “I w
ould purchase com

pact digital 
cam

era D
Link”. A 2 x 2 (Inform

ation D
iagnosticity 

x 
tim

e 
P

ressure) 
betw

een-subjects 
analysis 

of variance (A
N

O
VA

) on the cam
era purchase 

decision revealed a significant interaction betw
een 

the tw
o independent variables (F(1, 154) = 3.97, 

p < .05). P
articipants in the high diagnosticity/

high opportunity condition w
ere m

ore likely to 
purchase com

pact digital cam
era U

M
A

X
 (M

 = 
1.31) than participants in the high diagnosticity/
low

 opportunity (M
 = 1.59), low

 diagnosticity/high 
opportunity (M

 = 1.56) and low
 diagnosticity/low

 
opportunity (M

 = 1.51) conditions. In decom
posing 

the 
interaction, 

w
e 

found 
that 

inform
ation 

diagnosticity had a significant effect on the m
ode 

of processing only w
hen opportunity w

as high (t69 
= -2.08, p < .05). in particular, participants in the 
high opportunity/high diagnosticity condition w

ere 
m

ore likely to purchase digital cam
era U

M
A

X
 (M

 = 
1.31), indicating an attribute-based product choice, 
w

hereas participants in the high opportunity/low
 

diagnosticity condition m
ade their choice on the 

basis of product overall evaluations and, hence, 
favoured 

D
Link 

(M
 

= 
1.56). 

O
n 

the 
contrary, 

w
hen 

participants 
w

ere 
under 

tim
e 

pressure 
(low

 
opportunity), 

diagnosticity 
did 

not 
affect 

inform
ation processing during choice (t85 = 0.7, 

p = 0.5). In both conditions of low
 opportunity/high 

diagnosticity and low
 opportunity/low

 diagnosticity, 
the participants favoured digital cam

era D
Link (M

 
= 1.59 and M

 = 1.51 respectively). 
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E
xperim

ent 2

D
esign and participants

 
The 

second 
experim

ent 
resem

bled 
the 

first 
conceptually (sim

ulation of a real choice betw
een 

tw
o brands), and w

as conducted in order to exam
ine 

the com
bined influence of inform

ation diagnosticity 
and 

processing 
m

otivation 
on 

the 
m

ode 
of 

processing during choice (H
2). Furtherm

ore, w
e 

follow
ed the exact sam

e process and used the 
exact sam

e stim
ulus m

aterial as in experim
ent 1. 

S
eventy-four undergraduate students (17 m

ale, 57 
fem

ale, M
age = 22.85, S

d
 = 1.28) participated in 

the experim
ent in exchange for extra course credit. 

A 2 (high diagnosticity/low
 diagnosticity) x 2 (high 

processing m
otivation/low

 processing m
otivation) 

betw
een-subjects design w

as used. P
articipants 

w
ere run in sm

all groups of three to six.

D
ependent m

easure
A

s 
in 

experim
ent 

1, 
the 

dependent 
m

easure, 
i.e. w

hether processing w
ould be attitude-based 

or attribute-based, w
as operationalised as the 

outcom
e of the decision-m

aking process (product 
choice).

M
anipulations

 In order to create the tw
o diagnosticity conditions, 

product attribute sim
ilarity w

as once again em
ployed 

(inform
ation diagnosticity w

as m
anipulated exactly 

as in experim
ent 1). P

rocessing m
otivation w

as 
m

anipulated in the filler task and product choice 
booklets. a

fter 
com

pleting 
the 

30-m
inute 

filler 
task the participants w

ere handed the booklet 
containing the critical dependent m

easure, i.e. 
product choice. P

articipants in the high m
otivation 

condition w
ere instructed to pay attention to the task 

as they w
ould later have to justify their choice to 

the experim
enter. A

s an extra incentive, they w
ere 

inform
ed that those of them

 w
ho w

ould choose 
the correct product (according to the C

onsum
ers’ 

Institute), 
w

ould 
participate 

in 
a 

lottery 
for 

a 
com

pact digital cam
era. In contrast, participants 

in the low
 m

otivation condition w
ere prom

pted, 
w

ith sim
ilar instructions, to engage in the filler 

task rather than in product choice. A
ccordingly, 

they w
ere told that the one w

ith the m
ost correct 

answ
ers w

ould enter a lottery for a com
pact digital 

cam
era. Furtherm

ore, they w
ere given no specific 

instructions for the decision m
aking task other than 

to sim
ply fill out the booklet. 

R
esults

independent sam
ples t-tests show

ed that both 
diagnosticity and m

otivation m
anipulations w

ere 
successful. 

inform
ation 

diagnosticity 
(4 

item
s, 

C
ronbach’s alpha = 0.76) w

as significantly different 
in the high- and low

-diagnosticity conditions (t72 = 
2.87, p <.05, M

 = 5.61 and M
 = 4.66 respectively). 

S
im

ilarly, 
there 

w
ere 

significant 
differences 

in 
processing m

otivation (2 item
s, C

ronbach’s alpha 
= 0.71) betw

een the high m
otivation/low

 m
otivation 

groups (t72 = 4.28, p < .001, M
 = 6.34 and M

 = 
4.79 respectively).

A
s 

in 
the 

first 
experim

ent, 
attitude 

m
easures 

show
ed that the m

ajority of participants favoured 
cam

era d
link to cam

era u
M

a
X

 (62 out of 74). 
C

ontrary to S
anbonm

atsu and Fazio (1990), the 
rem

aining 12 participants w
ere not excluded from

 
the analysis, as diagnosticity m

anipulation occurred 
prior to attitude m

easurem
ent. The m

anipulation 
did not significantly affect participants’ attitudes 
tow

ards the tw
o products. O

nce again the m
ain 

unit of analysis w
as the cam

era choice, coded 
as 1, indicating “I w

ould purchase com
pact digital 

cam
era U

M
A

X
”, and 2, indicating “I w

ould purchase 
com

pact digital cam
era D

Link”. A 2 x 2 (Inform
ation 

d
iagnosticity x P

rocessing M
otivation) betw

een-
subjects analysis of variance (A

N
O

VA
) on the 

cam
era purchase decision revealed a significant 

interaction betw
een the tw

o independent variables 
(F(1, 74) = 4.37, p < .05). P

articipants in the high 
diagnosticity/high m

otivation condition w
ere m

ore 
likely to purchase com

pact digital cam
era U

M
A

X
 (M

 
= 1.22) than participants in the high diagnosticity/
low

 m
otivation (M

 = 1.53), low
 diagnosticity/high 

m
otivation (M

 = 1.73) and low
 diagnosticity/low

 
m

otivation (M
 = 1.58) conditions. in decom

posing 
the 

interaction, 
w

e 
found 

that 
inform

ation 
diagnosticity had a significant effect on the m

ode 
of processing only w

hen m
otivation w

as high (t36 
= -3.56, p < .05). in particular, participants in the 
high m

otivation/high diagnosticity condition w
ere 

m
ore likely to purchase digital cam

era U
M

A
X

 (M
 = 

1.22), indicating an attribute-based product choice, 
w

hereas participants in the high m
otivation/low

 
diagnosticity condition m

ade their choice on the 
basis of product overall evaluations and, hence, 
favoured D

Link (M
 = 1.73). O

n the contrary, w
hen 

participants w
ere not m

otivated to process the 
product inform

ation, diagnosticity did not affect 

inform
ation processing during choice (t34 = -0.29, 

p = 0.77). In both conditions of low
 m

otivation/high 
diagnosticity and low

 m
otivation/low

 diagnosticity, 
the participants favoured digital cam

era D
Link (M

 
= 1.53 and M

 = 1.58 respectively).

G
eneral discussion

C
onsum

er 
decision-m

aking 
has 

long 
been 

recognized as an im
portant aspect of consum

er 
behaviour. H

ow
ever, a lim

ited num
ber of theoretical 

fram
ew

orks account for the m
ode of inform

ation 
processing during choice, i.e. w

hether processing 
is based on attribute inform

ation or on overall 
product evaluations. The present study contributes 
to 

the 
understanding 

of 
the 

conditions 
that 

determ
ine this m

ode by exam
ining the com

bined 
effect of inform

ation diagnosticity w
ith processing 

opportunity and m
otivation respectively.

O
ur findings suggest that the m

ode of processing 
in m

em
ory-choice conditions is a function of the 

interaction 
betw

een 
inform

ation 
diagnosticity 

and 
processing 

opportunity. 
S

pecifically, 
w

hen 
inform

ation diagnosticity is high and consum
ers 

have the opportunity to engage in deliberative 
decision 

m
aking, 

their 
choices 

are 
based 

on 
retrieved product attribute inform

ation rather than 
on overall product evaluations. H

ow
ever, even if 

attribute inform
ation helps consum

ers discrim
inate 

betw
een alternatives (highly diagnostic attribute 

inform
ation), 

it 
w

ill 
not 

be 
em

ployed 
if 

the 
opportunity to process that inform

ation is lim
ited. 

O
n the other hand, w

hen inform
ation diagnosticity 

is low
, processing during choice w

ill be based on 
previously form

ed attitudes tow
ards the products 

regardless of the opportunity to process. M
oreover, 

opportunity w
as found to have a m

ain effect on 
the m

ode of processing during choice. This latter 
finding, confirm

s S
anbonm

atsu and Fazio’s (1990) 
suggestion that opportunity is a necessary condition 
for deliberative, attribute-based processing, but 
not sufficient to drive deep processing alone. 

The results of the second experim
ent indicate 

that diagnosticity and m
otivation also interact to 

determ
ine 

w
hether 

product 
choice 

is 
attitude- 

vs. attribute-based in a sim
ilar m

anner. W
hen 

consum
ers 

are 
highly 

m
otivated 

and 
attribute 

inform
ation is highly diagnostic, purchase decisions 

are based on product attribute inform
ation. H

ow
ever, 

diagnostic attributes are not utilized w
hen there is 

no m
otivation to deliberate. If there is no fear of 

m
aking an invalid decision or no desire to process 

inform
ation extensively, consum

ers w
ill base their 

product choices on previously form
ed attitudes 

rather than recall specific attribute inform
ation. 

In case product inform
ation is not diagnostic, 

though, the processing m
ode is attitude-based 

and m
otivation does play a significant role. 

The tw
o experim

ents show
ed that inform

ation 
diagnosticity is a critical factor w

hen it com
es to 

w
hether product attributes w

ill be retrieved from
 

m
em

ory and utilized in order to m
ake a decision. 

H
ow

ever, 
our 

findings 
suggest 

that 
situational 

factors, such as tim
e scarcity, and m

otivation 
can actually determ

ine the im
pact of inform

ation 
diagnosticity on the m

ode of processing.

The 
present 

research 
contributes 

to 
a 

better 
understanding of inform

ation processing that leads 
to 

consum
er 

choices. 
P

recisely, 
it 

determ
ines 

specific 
conditions 

under 
w

hich 
inform

ation 
processing is effortful and deliberative rather than 
spontaneous, and vice versa. A

lthough previous 
research has looked into the factors studied here 
in isolation, w

e suggest their interactive effects 
bring a deeper insight into the com

plex decision 
m

aking processes. O
ur findings m

ight also have 
im

portant m
anagerial im

plications. For instance, 
as 

m
any 

consum
er 

m
em

ory-based 
decisions 

are m
ade under conditions of low

 processing 
opportunity (tim

e constraints, distractions etc.), 
m

anagers should not only focus on products’ 
overall attractiveness, but also em

phasize specific 
attributes and enhance their accessibility through 
their com

m
unication efforts. 

A num
ber of lim

itations, including the use of a 
single product category and a student sam

ple 
restrict the generalisability of the present findings. 
Further research, w

ith m
ore and different product 

categories, preferably in a m
ore naturalistic choice 

setting, is necessary before any conclusions can 
be draw

n. M
oreover, in the present experim

ents 
the 

inform
ation 

about 
the 

tw
o 

brands 
w

as 
presented sim

ultaneously in a table form
at. This 

m
ight have facilitated the com

parison betw
een 

the tw
o products, and hence, enhanced product 

and attribute inform
ation accessibility. In future 

research, product inform
ation can be presented 

separately in order to better isolate the com
bined 

effects of opportunity, m
otivation and diagnosticity 

on the m
ode of processing. Finally, diagnosticity w

as 
m

anipulated by m
eans of a product attribute w

hich 
w

as random
ly selected am

ong other im
portant 

attributes. M
anipulating a product attribute of low

 
im

portance m
ight have produced different results. 



I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

40
41

I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

N
otw

ithstanding 
these 

lim
itations, 

the 
present 

research can be view
ed as a starting point of 

fully 
integrating 

the 
a

ccessibility-d
iagnosticity 

fram
ew

ork (Feldm
an and lynch, 1988) and the 

M
O

d
e

 m
odel (Fazio, 1986). 
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A
bstract

The paper develops from
 a literature review

 on 
brand scope and goals. B

rand is considered both  
a traditional vehicle of sym

bolic inform
ation and 

an appropriate tool to boost  a com
pany’s social 

capital and therefore the custom
er’s degree of 

social identification. The paper aim
s at building 

a theoretical m
odel or fram

ew
ork for the study/

analysis of the consum
er-brand relationship, taking 

into account the increasing social role played by 
brands. A case study analysis w

ill provide em
pirical 

evidence 
to 

support 
the 

conclusions 
reached 

through the fram
ew

ork.  

The 
m

odel 
being 

presented 
is 

based 
on 

the 
follow

ing 
assum

ption: 
the 

brand-consum
er 

relationship is evolving from
 a “dyadic” form

, very 
m

uch 
based 

on 
m

utual 
trust 

and 
know

ledge, 
to a “triadic” one, w

here consum
ers are fully 

integrated 
 

w
ithin 

groups/com
m

unities 
through 

their 
identification 

w
ith 

a 
brand. 

The 
article 

attem
pts to describe the evolution of the brand-

consum
er relationship identifying three different 

stages: (1) “attractiveness”, w
hich is about m

utual 
com

patibility 
betw

een 
the 

com
pany/brand 

and 
the consum

er: it is reached w
hen consum

ers not 
only get to know

 the brand, but also feel the brand 
itself can help them

 to express them
selves better 

both inside and outside a group/com
m

unity; (2) 
“identification”, w

hen the com
pany is tuned in to 

consum
ers’ needs and has m

anaged to establish 
a 

durable 
relationship 

w
ith 

consum
ers 

based 
on trust; (3)  “resonance/com

m
itm

ent”,  w
hen 

consum
ers m

ove tow
ards active integration w

ithin 
the brand com

m
unity, taking part in the relational 

dynam
ics both w

ith other com
m

unity m
em

bers and 
betw

een the com
m

unity and the brand/com
pany.

B
rand com

m
unities, being the result of social 

dynam
ics, are changing the traditional approach 

to 
segm

entation, 
targeting 

and 
positioning 

in 
m

arketing m
anagem

ent. C
om

panies need to know
 

how
 to com

m
unicate w

ith brand com
m

unities in 
order to get valuable feedback. This study aim

s 
therefore 

at 
 

describing 
the 

m
ost 

appropriate 
m

arketing 
tools 

(of 
analysis, 

evaluation 
and 

decision) 
and 

the 
actions 

com
panies 

should 
undertake in order to be successful. The steps 
described in the fram

ew
ork m

ight help com
panies 

to understand better the dynam
ic of factors behind 

the creation of a  durable relationship, being above 
all a vehicle of valuable inform

ation, for brand 
com

m
unities.  

K
eyw

ords: 
attractiveness, 

identification, 
com

m
itm

ent, brand com
m

unity

sianoalf@
unisa.it

personal w
eb site: http://dsc.unisa.it/S

iano/index_
en.htm

gibasile@
unisa.it

Introduction
The study aim

s to provide a conceptual fram
ew

ork 
or m

odel to extend know
ledge concerning brand-

consum
er relations w

here consum
ers are both 

individuals and m
em

bers of social groups.

The object is to contribute to the studies on 
consum

er-brand relations concentrating on the 
function a brand  can have  in the context  of an 
individual’s 

socializing 
habits 

underpinned 
by 

theories of social psychology and sociology .

C
onsiderations 

start 
from

 
the 

prem
ise 

that 
individuals, by nature, tend both to develop their 
identity/self concept and to identify them

selves 
socially in groups, even though they m

ay not have 
contact w

ith specific m
em

bers of the group, w
here 

they 
perceive 

the 
group 

(or 
the 

organization) 
attractive 

and 
capable 

of 
contributing 

to 
the 

realization of their ow
n social identity (Turker, 

1957; turner, 1982; S
chlenker, 1986; B

rew
er and 

G
ardner, 1996).

These trends  have recently generated, new
 social 

taxonom
ies, new

 form
s of social life, in w

hich a 
propensity em

erges for “ the com
m

unity” in w
hich 

strong 
sentim

ents 
tow

ards 
firm

s/brands 
and 

consum
ption becom

e factors of aggregation.

M
any 

scholars 
define 

these 
phenom

ena 
 

as 
com

m
unities of em

otions (B
aum

an, 2001; Fabris, 
2008; M

affesoli, 2004).

O
n these grounds,  firm

s tend to adapt their 
m

arketing 
and 

com
m

unication 
strategies 

and 
tactics, finalizing their behaviour to supporting 
individuals in their social contextualizing. 

The clear expression of this tendency is to be found 
in the m

odern sym
bolic representation of products 

w
hich in recent years,  has surrendered to the 

w
ider and deeper concept of hum

anizing sym
bols, 

to the extent of acknow
ledging the brand w

ith a 
soul, a character and a personality thanks to w

hich 
values can be evoked and life styles in w

hich the 
consum

er recognizes him
self and thanks to w

hich 
he identifies him

self socially.

In this respect,  Fournier considers the brand: 

“…
 

not 
as 

passive 
object 

of 
m

arketing 
transactions, 

but 
as 

an 
active, 

contributing 
m

em
ber of the relationship dyad…

 O
ne w

ay to 
legitim

ize the brand-as-partner is to highlight 
w

ays in w
hich brands are anim

ated, hum
anized, 

or som
ehow

 personalized…
.” (Fournier, 1998, 

p 344)

The paper aim
s furtherm

ore, to represent the 
evolving scenario of consum

er and firm
 relations, 

and the social process that consum
ers, thanks to 

the firm
/brand, tend to set in m

otion. 

This conceptualization w
ill be undertaken taking 

into account the social conditions that  individuals/
consum

ers avail them
selves of and the m

arketing 
and com

m
unication efforts that firm

s put in place 
to sustain the sociality of their custom

ers. 

Theoretical Foundations

1. D
yad R

elationship: A
ttractiveness

A
lready in the m

iddle of the 1990s, S
cholars of 

C
onsum

er B
ehaviour such as Tucker m

aintained 
that:“...There has long been an im

plicit concept that 
consum

ers can be defined in term
s of either 

the products they acquire or use, or in term
s of 

the m
eanings products have for them

 or their 
attitudes tow

ards products...”.

S
ubsequently research on consum

er behaviour of 
individuals contextualized in studies on m

arketing 
have revealed the im

portance for consum
ers of the 

creation of relations w
ith the firm

/brand finalized 
tow

ards building self-concept (r
osenberg, 1979).

O
nly tow

ards the end of the 1990s did these studies 
together w

ith those of m
arketing, focused on the 

role of brand, have their outcom
e in the search 

for the creation of a bi-univocal firm
-individual/

consum
er 

relationship. 
In 

this 
relation, 

the 
individual, by m

eans of the inform
ative, sym

bolic 
and em

otive features of the brand, develops self 
concept, w

hile the firm
 on the other hand, achieves 

its ow
n com

petitive advantage. 

 O
n the basis of these considerations consum

ers, 
consequently, evolve, thanks also to the role of the 
brand, from

  passive subject in m
arketing, finalized 

to 
soliciting 

m
ere 

com
m

ercial 
transactions, 

to 
active subject in the context of relations w

ith the 
firm

.

In the context of this evolving process in term
s of 

relations betw
een firm

 and consum
er, the brand, 

no longer represents a sim
ple  “nam

e, term
, sign, 

sym
bol or design or a com

bination of these for 
identifying goods and services of w

holesalers’ or 
groups’ to differentiate them

 from
 those of their 

com
petitors”, as  K

eller defined the brand in the  
1990s, but rather, a partner of the relationship w

ith 
the consum

er, to the extent of playing an essential 
role in the dyadic condition of the relationship 
(k

eller, 1993; Fournier, 1998).

In short, w
e are at the height of an evolution that 

started 
from

 
products, 

passed 
to 

tradem
arks, 

evolved tow
ards  brands and achieved lasting 

em
otional ties.  
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A 
tendency 

tow
ards 

relationships, 
rather 

than 
m

ere transactional relations, is the outcom
e of 

the search on the part of the consum
er for a link 

not w
ith an aseptic sym

bol identifying product/
service but w

ith an elem
ent that transm

its hum
an 

(cognitive, value, em
otional and social) features. 

In 
other 

w
ords, 

w
here 

individuals/consum
ers 

recognize 
them

selves 
in 

these 
features 

and 
collocate the brand in their m

ind, as a  partner by 
m

eans of w
hich a series of relational dynam

ics 
can be created.

Firm
s have put in place this hum

anizing phase of 
the brand, by m

eans of com
m

unication cam
paigns 

based on the popularity of fam
ous testim

onials or 
by m

eans of com
m

ercials representing m
om

ents 
of daily life, or sim

ply blurring the firm
s’ boundaries 

in favour of active participation of consum
ers in 

choice of product (G
ranovetter, 1985; r

ao, et al., 
2000).

Television 
com

m
ercials 

 
launched 

in 
Italy 

in 
the 1980s already tended to hum

anize brands 
associating them

 to testim
onials, or sim

ply to 
m

om
ents of daily life, such as  Lavazza coffee 

and the actor N
ino M

anfredi;  A
m

aro Averna 
an after dinner drink  associated to the claim

 “a 
total taste for living” in  a series of com

m
ercials  

proposing reuniting m
om

ents in the life of the 
m

em
bers of the sam

e fam
ily all of w

hom
 led busy 

lives. A
nother case in point w

as B
arilla w

hich had 
begun to propose com

m
ercials evoking the sense 

of a united fam
ily and slogans w

ith the claim
 “B

uy 
B

arilla and you w
ill taste  the S

outh of Italy”.

The evolution described above, has led researchers 
and practitioners to develop  a dual consideration 
on the m

eaning of brand  and on the concept of 
relation. C

onsequently, brand can be seen as a 
com

bination of perceptions regarding inform
ation, 

values, and em
otions collocated in a consum

er’s 
m

ind. The concept of relations is on the contrary,  
the expression of reciprocal changes and social 
adaptation both for the firm

 and for the consum
er, 

of the broader concept of self (S
irgy, 1982; H

olt, 
1995).

The concept of relational reciprocity, described 
above, reveals the dyadic nature of the consum

er-
brand relationship. 

The 
consum

er 
thanks 

to 
the 

brand, 
achieves 

social aim
s such as self-esteem

 and consensus 
in the context of reference, the firm

  on the other 
hand, to create value, plans , m

odifies and adapts 
its 

tactics 
and 

m
arketing 

and 
com

m
unication 

strategies on the basis of the attitudes and needs 
of the individual w

ho recognizes the  brand as  a 
social partner. 

the dyadic consum
er-brand relation, consequently, 

reflects the condition in w
hich the consum

er, in  
an observing and evaluating phase, perceives 
the brand  both as a trans-duct – transm

itter and 
translator 

– 
of 

inform
ation, 

values, 
em

otions, 
relative to a specific firm

 or product, and as the tool 
for satisfying social needs linked to self-concept. 

In this phase the consum
er, in the constant search 

for personal identity, assum
es a  status di evaluator 

and observer of the brands that  com
pose the 

m
arket, in order to identify the  brand or brands 

capable of expressing a language in line w
ith the 

benefits sought by the individual. 

The identification of the brand and the establishing 
of 

a 
com

m
on 

language 
m

ark 
 

the 
state 

of 
com

patibility 
reached 

betw
een 

the 
consum

er 
and 

the 
firm

 
defined 

consonance 
of 

identity/
attractiveness.

The role of the brand consequently em
erges as a 

vector of identity and subsequently, of the social  
identification of the individual/consum

er, to the 
extent that S

cholars of practitioners of m
arketing 

affirm
 that individuals/consum

ers are no longer in 
search of the use value of a product or service but 
of the value of the bond (C

ova, 2002).

P
roducts/brands are consequently, considered an 

attraction factor around w
hich and by m

eans of 
w

hich relations are interw
oven

Fig 1: C
onsonance

Fig 2: C
onsonance of  identity and identification

2. triad r
elationship: identification

From
 the latter statem

ent a broadening of the 
concept of consonance em

erges in reference to 
social perspectives that the brand vehicles to the 
individual/consum

er. 

In effect, the individual by m
eans of the effect of 

attractiveness established w
ith the brand, identifies 

the sam
e as the m

eans for developing not only 
self-concept but also a specific identification in 
the concept of groups, tribes and com

m
unities  

united by the sharing of a passion or an em
otion 

(M
affesoli, 2004).

A
t  this stage the brand covers a dual function, of  

partner in the social phase of individual identity 
em

erging and of  agorà around. B
y virtue of w

hich, 
com

m
unities are created or evolve, in the context 

of w
hich the social identification of an individual is 

created (B
hattacharya and S

en, 2003).  

The identification of the individual in a group, 
expresses consequently, the degree of perception 
of 

self 
is 

present 
in 

individual 
term

s 
and 

as 
a m

em
ber of the group in relation w

ith other 
m

em
bers and w

ith the firm
/brand. This latter level 

of perception is developed on the basis of sharing  
w

ith the other m
em

bers, the relevance – functional 
and/or sym

bolic – of specific attributes of product/
brand (d

utton and C
elia, 1994). 

The 
condition 

satisfies 
consequently, 

the 
dual  

need of an individual to develop self concept and 
the identification in the context of social groups 
of belonging (M

ael and A
shforth, 1992). In other 

w
ords, the condition is achieved by m

eans of the 
creation of sense of belonging  on the part of the 
m

em
ber  both in term

s of the group of interest/
com

m
unity and firm

/brand. 

In this respect, the definition of brands as lovem
arks 

is becom
ing quite com

m
on am

ongst researchers 
and practitioners, based on the concept of  brand 
as 

an 
expression 

of 
em

otional 
ties 

betw
een 

m
em

bers of groups, no longer irreplaceable but 
irresistible (R

obertson, 2007). 

The phenom
enon of identification belonging to the 

theory of social identity, represents the evolution of 
the relation consum

er-brand from
 dyadic to  triadic 

individual/consum
er-brand-individual/consum

er/ 
m

em
ber of a social group. 

In this context the social group or brand com
m

unity 
can be  interpreted as a social aggregation of 
m

em
bers, the expression of a specific cultural 

capital and their relations based on the brand 
considered a w

arehouse of m
eaning (M

affesoli, 
2004).

In support of the above, S
cholars of the theory 

of social identification (turner, 1982;  M
ael and 

A
shforth, 1992) m

aintain that identification, in the 
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sense of the aim
 of an individual/ consum

er/ is 
above all, a perceptive and cognitive construct the 
achievem

ent of w
hich is not conditioned by any 

specific behaviour put in place by the individual. 

Furtherm
ore, the R

esearchers m
aintain that seeing 

as identification is a condition in w
hich the individual 

puts in place relational and com
parative attitudes 

w
ith other individuals, the individual him

self, in this 
phase, tends prevalently to  contextualize personal 
identity in the social environm

ent of reference. 

To achieve  identification the individual needs to 
perceive him

self as psychologically linked to the 
destiny of the group, but above all to perceive a 
state of distinctive values (evoked by the firm

 
by m

eans of sym
bols and behaviour) and group 

practice differing from
 that of other groups.

U
sually, in effect, the individual is identified w

ith the 
group either by virtue of em

ulation of an opinion 
leader (fam

ous person w
ho evokes the distinction 

of the brand, an attractive individual in the context 
of a social group) or by his/her attraction for the 
brand 

( “fans” of a brand in the context of the social 
netw

ork). In both cases the individual expresses 
the characteristics of an em

ulator or m
ingler.

Frequently firm
s or the groups them

selves create 
events in w

hich consum
ers/perceivers m

eet and 
set in m

otion the  social dynam
ics of the group. 

E
xam

ples are m
eetings organized by m

anufacturers 
of 

m
otorcycles 

(the 
m

ost 
popular 

are 
H

arley 
D

avidson, D
ucati) cars (Ferrari, P

orsche, M
ini, 

S
m

art, 500) to m
anufacturers/users of softw

are or 
virtual environm

ents (Linux D
ay, Facebook party).

Theoretical and P
ractical Findings

3. R
esonance by virtue of C

om
m

itm
ent

The 
approach 

outlined 
above 

aim
s 

to 
create 

a conceptual basis on w
hich to develop an in-

depth study relative to the social evolution of 
the consum

er/individual in relation w
ith the firm

/
brand. 

O
n such a basis, the study exam

ines in social 
term

s 
the 

evolutions 
described, 

 
revealing 

significant aspects that contribute to the strategic 
and operative m

arketing pianification. 

To this aim
, reflection on contextualizing individuals 

in the groups and the roles they play in that such 
dynam

ics require firm
s to develop techniques of 

analysis that are adequate in satisfying individuals/
consum

ers new
 behaviour trends.

In effect,  the dynam
ics can result in the individual 

feeling not only a sense of belonging to the group 
but also a com

m
itm

ent, a deep-rooted interest and 
sharing of the objectives, both of the group and 
the firm

, to the extent that to attem
pt to contribute 

to achieving them
 tale condition can be defined 

resonance.

This 
condition 

describes 
the 

triadic 
relation 

evolution in w
hich, due to the factor  com

m
itm

ent, 
the individual, w

ithin the group, involves a strong 
aw

areness of belonging and a m
oral responsibility 

sense tow
ards the group and the single m

em
bers. 

For these reasons the individual sets proactive 
behaviours  tow

ards achievem
ent of group/firm

 
goals (see Fig. 3). 

R
esonance occurs  above all,  if the states of 

attractiveness 
and 

identification 
are 

protracted 
along a tim

escale, due to the frequency of relations 
and the quality of inform

ational,  em
otional and 

cognitive exchanges. 

Furtherm
ore, 

resonance 
m

aterializes 
in 

the 
progressive developm

ent of the sharing stage, 
w

hich results in turn, in  a gradual blurring of 
the 

boundaries 
betw

een 
firm

 
and 

 
consum

er. 
A

chieving this state of resonance is the expression, 
consequently, 

of 
reaching 

ever 
greater 

levels 
of sharing and trust on trends and perspectives 
(M

cA
lexander, et al., 2002; A

hearne, et al., 2005). 

The consum
er/m

em
ber aw

are that the firm
/brand 

can help in the building of  a social identity, shares 
the aim

s of the firm
s  to the extent that he/she 

participates in decisonm
aking concerning products 

and com
m

unication. 

The case of  D
ucati for instance saw

 the firm
 

propose a m
odel of m

otorcycle  w
ith a single disc 

brake. H
ow

ever, the m
em

bers of the com
m

unity 
opposed the plan and had the entire braking 
system

 changed to dual disc brakes.

Fig 3: R
esonance

Fig 4: Evolving phase – consum
er from

  individual to opinion leader 

This 
participation, 

w
hich 

often 
m

aterializes 
in 

estrem
e 

loyalty 
on 

the 
part 

of 
the 

consum
er 

tow
ards the entire business organization, finds 

effective representation in the w
illingness not only 

to accept new
 products or a  brand extension, but 

also to involve new
 m

em
bers in the com

m
unity 

and furtherm
ore to support and sustain the firm

 in 
m

om
ents of crisis.

In the m
om

ent in w
hich the consum

er becom
es 

an active m
em

ber/insider of the brand com
m

unity, 
the latter, by effect of the tw

o step flow
 theory, 

becom
es an efficacious sounding board of the firm

/
brand. In other w

ords, it becom
es a spontaneous 

com
m

unication 
tool 

activating 
w

ord 
of 

m
outh, 

both on and offline, encouraging new
 “fans” or, 

even, defending the  reputation of the brand from
 

judgem
ent on the part of m

em
bers of the brand 

com
m

unities of com
petitors.

In this situation the consum
er sees his position 

evolve from
 sim

ple  m
ingler to  m

olecular opinion 
leader 

to 
insider 

(K
atz 

and 
Lazarsfeld, 

1955; 
K

ingdon, 1970; C
onfetto, 2005). 

The social evolution of the consum
er /individual, 

from
  brow

ser to opinion leader, is illustrated in fig. 
4.
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 technologies also contribute to the proliferating 
of the com

m
unity brand. A tool initially blam

ed for 
causing the alienation/isolation of the individual, 
is dem

onstrating itself as the “territory” on w
hich  

create the com
m

unity (A
lgesheim

er, et al, 2005) .

The status of the consum
er as m

em
ber of a 

social group and the group itself are taken into 
consideration m

ore and m
ore in the m

arketing 
and com

m
unication planning phase on the part 

of firm
s(M

uniz and O
’ G

uinn, 2001; B
agozzi and 

D
holakia, 2006).

4. Fram
ew

ork and the italian C
ase 

sketches/cartoons
S

ociality needs on the part of individuals in relation 
w

ith the aim
 for w

hich they create relations w
ith the 

firm
/brand, are consequently, the m

ost im
portant  

relational variables upon w
hich the object of the 

study – the fram
ew

ork – has been devised. 

O
n the basis of the com

bination of such variables, 
it is possible to identify both the profile of the 
individual/consum

er 
and 

the 
state 

of 
relations 

betw
een consum

er and firm
  (see Fig. 5). 

A
s regards the cognitive aim

s for participating in the 
social group, the profile of the  consum

er/individual 
w

ith a level of low
 sociality, characterized as a 

brow
ser type seeks to receive/perceive a  series 

of inform
ation w

ith regard to the product/brand, 
obtaining the sam

e even from
 the social groups 

of reference. In this phase, individuals develop 
a phase of perception w

hich, if in line w
ith their 

expectations w
ill lead the w

ay to the subsequent 
state of attractiveness in term

s of the firm
/brand. 

The 
com

bination 
 

of 
behaviour 

addressed 
to 

the search for inform
ation by m

eans of a high 
degree of sociality, on the contrary, presents an 
individual/consum

er profile of  m
ingler or opinion 

seeker, interested both in the product/brand and in 
acquiring a social role, by m

eans of the brand itself, 
in the context of the com

m
unity of reference. 

Furtherm
ore, 

a 
propensity 

for 
consum

ption 
in 

relation to a high level of sociality provides the 
profile of active consum

er, insider or even opinion 
leader, inside the group. In short, this  type of active 
consum

er m
eans  a sense of attachm

ent and 
com

m
itm

ent to achieve/reach shared objectives/
aim

s for the firm
 and consequently, the w

ill to 
accept or defend corporate m

arketing efforts.  

Finally, in the case in w
hich consum

ers express 
a low

 level of sociality but a propensity tow
ards 

consum
ption, the profile is that of an individual 

plunger (speculator) interested in m
ere transactions 

w
hich are both occasional and frequent. This is the 

case for large scale products of consum
ption

The fram
ew

ork gives rise to researchers and 
practitioners about the consum

er states in the 
groups that describe the potential targets. O

n 
these basis the firm

s w
ould involve an interaction-

based strategic plan by m
eans of dynam

ic social 
evaluation instrum

ents like the netw
ork analysis 

and the n-etnograpy (k
ozinets, 1999).

From
 the figure It can be observed how

 the  cycle 
evolves, in support of the fram

ew
ork presented  -  

fiat500 case vignette.

This is the em
pirical representation of adapting the 

m
arketing policies of the firm

 to the evolving cycle 
of individuals/consum

ers. 

B
y visiting the site - w

w
w

.fiat500.com
 - the intention 

is clear on the part of the firm
  to attract both visitors 

to the site in search of inform
ation and car ow

ners. 
A

s regards visitors m
erely in search of inform

ation, 
these can be identified in the fram

ew
ork context, 

proposed as brow
ser, i.e. consum

ers/individuals in 
relation w

ith the firm
 in a phase of attractiveness.

A
s regards car ow

ners on the contrary, space 
is reserved for them

 (the com
m

unity + 500 of 
the w

eb) to favour  m
eetings w

ith other ow
ners, 

offering them
 the opportunity to participate in 

initiatives/schem
es reserved exclusively for them

 
and/or to use the services available, as w

ell as 
enabling them

 to express their thoughts freely, 
their experience and  sensations on a com

m
unity 

N
otice B

oard and other virtual spaces. This is 
the phase in w

hich consum
ers in their status of 

m
em

bers and in relation w
ith the firm

, express the 
status of identification, described in the fram

ew
ork 

.Furtherm
ore, 

the 
search 

on 
the 

part 
of 

the 
firm

, to create conditions of attractiveness and 
subsequently identification, w

ith the objective of 
transm

uting the relation in com
m

itm
ent, em

erges, 
from

 the opportunity offered  to visitors to the site 
to create/invent com

m
ercials,  jingles (in one’s 

ow
n language or dialect) as w

ell as to design and 
custom

ize one’s personal 500. 

Fig 5: Evolving m
odel of individuals in their relations w

ith the firm

The 
consum

er, 
according 

to 
the 

fram
ew

ork, 
on becom

ing a m
em

ber, develops a sense of 
belonging in term

s of relations w
ith the firm

, and 
puts in place active strategies to involve other 
people in the com

m
unity.

The firm
, in the case in point, enables individuals 

to express their com
m

itm
ent and allow

s them
 

to becom
e the object of a video channel  - the 

advertisem
ent, and to send it to their friends.

The underpinning dynam
ics projects consum

ers 
into becom

ing  m
olecular opinion leaders w

ithin 
their group of friends receiving the video channel 
and 

w
ho, 

consequently, 
w

ill 
adhere 

to 
the 

com
m

unity.

From
 the behaviour of the firm

  diverse aspects 
outlined above, em

erge;

 the firm
 plans m

arketing tactics and strategies, 
sharing them

 w
ith the consum

er,   seeking and 
activating a range of opportunities that go from

 
attractiveness 

to 
eventual 

com
m

itm
ent; 

the 
hum

anizing policy of the “500” brand w
ith w

hich 
consum

ers have an active role. 

This 
encourages 

consum
ers 

to 
perceive, 

in 
ultim

ate analysis, the brand both as a tool for 
self-developm

ent 
-self 

concept 
(by 

m
eans 

of 
the instrum

ental and sym
bolic features that an 

autom
bile 

expresses) 
and 

w
hich 

engenders 
social identification in the context of the group 

of reference, both in traditional contexts (e.g. 
m

eetings) and a virtual context, the com
m

unity of 
lovers of the 500.

Taking into account the theory of social identification, 
w

hich 
contem

plates 
an 

exclusively 
perceptive 

relation betw
een  individual and organization, it 

can be stated that the individual although not a car  
ow

ner can play and exude a  role in the context 
of the com

m
unity by expressing im

pressions or 
sensations

5. C
onclusion

The fram
ew

ork is the prem
ise for further debate, 

relative 
to 

consum
er 

behaviour, 
helpful 

for 
researchers and practitioners. 

From
 

a 
theoretical 

point 
of 

view
, 

the 
study 

illustrates 
how

 
social 

processes 
in 

w
hich 

the 
individual/consum

er is involved, are at the basis of 
significant  changes in consum

er behaviour.

 The w
orth of this paper is to system

atize the 
studies of the evolutionary path about consum

er-
brand relations,  already in the literature. Therefore, 
the fram

ew
ork allow

s at this w
ork  to show

 the 
evolution of consum

er- brand relation both of 
an em

otive point of view
, from

 attractiveness to 
com

m
itm

ent, and social stand point, from
 brow

ser 
to m

ingler and finally opinion leader. 
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In the literature, the need of this paper is for the 
reason that it can show

 the fact that individual is 
less sensitive to traditional m

arketing and m
ore 

aw
are in the choice of brand. 

The 
study 

allow
s 

to 
think 

that 
consum

er 
com

m
unities 

are 
pressing 

to 
replace 

 
social 

classes, to the extent that they represent for the 
firm

 the hom
ogeneous share of m

arket that w
as 

and is still, the aim
 of strategies of segm

entation.

The study, from
 a practical point of view

 takes 
into account the evolution in consum

er behaviour 
on the part of individuals and as m

em
bers of  

social groups, not to m
ention the proliferation of 

com
m

unities - argum
ents for debate in term

s of 
the effect this is having and likely to have in the 
near future, on a firm

’s specific m
arketing policy.

It also show
s, thanks to the case vignette, that 

the operative m
arketing planning, in particular 

as 
regards 

products 
and 

com
m

unication, 
is 

strongly conditioned both by  the social relations 
that influence consum

ers and by the constant 
interaction 

that 
they, 

by 
virtue 

of 
their 

being 
m

em
bers of a specific social group, seek and put 

in place together w
ith the firm

. 

This trend reveals how
, particularly in specific 

sectors like fashion, new
 technologies, autom

obile, 
the 

product 
is 

the 
result 

of 
joint 

participation 
on the part of the consum

er at the definition of 
the 

processes 
of 

the 
sym

bolic 
and 

functional 
attributes.
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A
bstract

N
ow

adays, the w
ell-off consum

ers m
anifest unique 

consum
ption behavior in C

hina, w
hich result m

any 
opportunities aim

ing at such group. In order to 
help com

prehend these people w
ithin the context 

of C
hinese transitional econom

y academ
ically and 

practically, w
e conduct six focus groups w

ithin 
B

eijing, S
hanghai, and G

uangzhou. Through deep 
interview

s w
ith 50 C

hinese w
ell-off, w

e uncovered 
the consum

ers’ beliefs, attitudes and behavior from
 

perspectives of various aspects and theorized our 
finding into a fram

ew
ork.

K
ey w

ord: consum
er behavior, w

ell-off consum
er, 

C
hinese

Introduction
C

hinese w
ell-off consum

ers attract considerable 
attention w

hile C
hina’s econom

y m
aintained a fast 

grow
th in the recent years. N

ew
 consum

ers have 
dem

onstrated their purchasing pow
er in the m

arket 
of luxury products. In C

hina’s Louis Vuitton stores 
people stand in crow

ded checkout lines w
aiting 

for paying for the expensive bags. In London, 
one B

eijing-based billionaire has splashed out a 
record $500,000 on 27 bottles of red w

ine from
 an 

a
ntique W

ine C
om

pany (r
euters 2008). W

ith the 
belief of a new

 bull m
arket, m

ore and m
ore w

orld 
brand com

panies have opened new
 branches in 

C
hina. E

rnst &
 Young (2005) reported that the 

yearly turnover of luxury goods in C
hina in 2005 

w
as tw

o billion dollars and the grow
th rate w

ould 
be from

 10%
 to 20%

 because of C
hinese rapid 

econom
y developm

ent, increasing urban citizens, 
and accum

ulating consum
ers’ experience. C

hina 
w

ill be the second biggest consum
er of luxury 

goods in 2015.

Is C
hinese m

arket bullish? M
aybe the answ

er is no. 
S

om
e fam

ous luxury brand com
panies have failed 

to achieve their expected perform
ance. H

erm
es 

closed her franchised store in H
angzhou, the first 

franchised store selling luxury hom
e products such 

as C
hina, silver, and crystal patterns. I.T closed 

the branches in X
i’an and B

eijing. Is the first 
w

ell-off generation affluent? O
r is their consum

er 
psychology 

abnorm
al? 

C
an 

their 
consum

ption 
spur econom

ic grow
th? H

ow
 to design m

arketing 
plans to attract their attentions?

In order to answ
er these questions, the new

 
class should be explored firstly. A

fter C
hinese 

reform
ing and opening-up, the grow

ing econom
ic 

developm
ent increases the gap betw

een poor 
and rich and results in C

hinese w
ell-off’s being. 

B
egan in the late of 1990s, m

any studies depicted 
the consum

er behaviors of this population. S
om

e 
scholars investigated the consum

er attitude. In 
2002 the Zero survey com

pany discovered that 
high-incom

e groups preferred dom
estic products 

and did not like to bargain and shop around 
to com

pare the prices and product features in 
different stores . Li and Zhang (2000) believed that 
the higher level’s purchasing rule w

as to buy the 
goods w

hich m
eet their taste . The description is so 

vague that can not help to define their preference. 
In this paper, w

e uncover the consum
ers’ beliefs, 

attitudes, 
and 

behavior 
from

 
various 

aspects 
based on the interview

s w
ith 50 C

hinese w
ell-off in 

B
eijing, S

hanghai, and G
uangzhou.

Literature review
W

ith the rapid econom
ic grow

th in the U
nited 

S
tates in the 1960s, scholars began to study the 

em
erging 

w
ell-off 

and 
reveal 

their 
uncom

m
on 

consum
er behaviors. K

roger (1969) suggested 
that the w

ell-off consum
ers w

ere careful innovators 
w

ho w
ere m

ore likely to try the new
est fashions and 

purchase high-priced products. the author also 
found that W

ell-off consum
ers ow

ned m
ore house 

properties, and increased their service expenditure 
like personal care, exercises and travels abroad 
etc . the identification and developm

ent of  w
ell-off 

m
arket is significantly im

portant to m
any financial 

institutions such as banks and securities because 
of the potential profitability associated w

ith it. The 
financial agencies provide funds to uncover their 
dem

and m
odes of financial services Javalgi (1992) 

pointed out that consideration of the services’ 
characters w

as different betw
een the w

ell-offs and 
non w

ell-offs’ decision m
aking . S

tanley (1987) 
investigated 

the 
relationship 

betw
een 

W
ell-off 

consum
ers’ use of financial services and their 

dem
ographic and socioeconom

ic characteristics . 
C

apon (1994) developed a segm
entation schem

e 
based on specific behavioral characteristics of the 
m

utual fund investm
ent decision . M

ost consum
er 

behavior 
researches 

are 
centralized 

on 
their 

consum
ption of the financial services because 

they need w
ealth m

anagem
ent.

In order to explain their special consum
er behaviors 

m
ore reasonably, the research subjects turned to 

consum
er attitudes in 1990s. B

oth Thom
as (1990) 

and javalgi(1992) com
pared w

ell-off consum
ers 

and non w
ell-off consum

ers’ attitudes tow
ards 

financial services and inform
ation seeking behavior 

w
ith a conclusion that w

ell-off consum
ers appeared 

to be m
ore am

bitious in finance than their non w
ell-

off counterparts . B
urnett(1991) show

ed that the 
w

ell-off consum
er elderly exhibited a m

ore cynical 
attitude 

tow
ards 

advertising 
and 

had 
different 

patterns of m
edia usage . B

ut these researches 
are so sm

attering? They can not explain w
hy 

the w
ell-offs behave specially. in 1899 Veblen 

explored the beliefs of the w
ell-offs. in his fam

ous 
book, the theory of the leisure class, individual 
behaviors w

ere seem
ed as the results from

 habits, 

envies and other psychological outcom
es, not 

the rationalism
 and egoism

. The new
 bourgeois 

dignitaries seize every opportunity to catch the 
others’ attention to show

 their high status. They 
pay attention to etiquette, elegance, and the signal 
consum

ption to differentiate them
 from

 the others 
. C

onniff(2002) believed that they liked to play 
the peacocks and som

e of them
 liked to exhibit 

the w
ealth ostentatiously w

hile the others liked 
to ignore the w

ealth . A
ll these can partly but not 

perfectly 
explain 

their 
consum

er 
attitudes 

and 
behaviors.

The conclusion of the research on the w
estern 

w
ell-offs can not explain the C

hinese w
ell-offs’ 

consum
er 

behaviors 
and 

attitudes. 
There 

are 
significant differences in the consum

er attitudes and 
habits am

ong different countries . The differences 
betw

een the oriental and occidental countries m
ay 

be m
ore significant. W

ong &
 a

huvia (1998) found 
that A

sian’s 
luxury 

consum
ption 

w
as 

different 
from

 that of the w
estern people. They also found 

that the luxury goods w
as alw

ays used as gifts to 
exchange w

ithin the w
ell-offs and expressed the 

sense of ascription to certain social class . 

M
ost of the researches on the C

hinese w
ell-offs 

are 
concentrated 

on 
the 

consum
er 

behaviors. 
S

om
e 

of 
the 

researches 
involved 

w
ith 

the 
consum

er attitudes, but not the deep m
otivation. 

R
en’s research on the consum

ing layering of the 
residents in W

uhan pointed out that the residents 
in higher layer spent m

ore m
oney on dining out 

than those in low
er layer, m

eanw
hile they also 

w
ent out for dinner m

ore frequently than them
. A

nd 
they cared about brands in purchasing clothes. 
They had m

ore durable goods and m
ore kinds of 

leisure activities . Li and Zhang(2000) classified 
the 

residents 
by 

the 
E

ngel 
index, 

and 
found 

that the higher had m
ore consum

ing resources, 
and purchased expensive goods in the luxuriant 
stores and w

ere engaged in the leisure activities 
m

ixed entertainm
ent w

ith know
ledge? . P

an(2003) 
investigated that the w

ell-offs in S
hanghai w

ere 
confident, 

had 
high 

m
aterial 

conditions 
and 

rational  attitudes, expect high quality m
aterial and 

spiritual life . Li and Zhang(2000) believed that 
the higher class preferred the goods w

hich had 
m

ore know
ledge, could express their taste and 

personality, could im
prove their life quality, thus 

the purchasing rule w
as to buy the goods w

hich 
m

et their taste .

it is not long before the C
hinese w

ell-offs com
ing 

into being. The research has short history for about 
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ten years. the description of the C
hinese w

ell-offs 
is shallow

, loose and im
precise. S

o it is necessary 
to explore their beliefs, attitudes, behaviors to 
understand how

 they think, feel and consum
e.

M
odel

in order to depict exactly the w
ell-offs in C

hina, it 
is necessary to explore their consum

er behavior, 
attitudes 

and 
beliefs 

our 
research 

fram
ew

ork 
are 

form
ed 

as 
below

. 
The 

interview
ees 

m
ay 

intentionally conceal or unconsciously distort their 
ow

n know
ledge and behavior, so only behavior 

research is not enough to disclose the potential 
m

otivation. In our opinion, the behavior, attitudes 
and beliefs are influenced each other. The totality 
of a person’s beliefs serves as the basis on w

hich 
the attitudes, intentions, and behaviors are form

ed. 
The beliefs and attitudes can be m

easured by 

their behavior . O
n the basis of real know

ledge, 
opinions, 

or 
faiths, 

beliefs 
are 

not 
necessary 

bring em
otional influence, only those beliefs that 

people 
form

ulate 
about 

specific 
products 

and 
services, m

ake up product and brand im
ages that 

affect buying behavior . A person’s attitude tow
ard 

an object is determ
ined by his beliefs about the 

object‘s attributes and his evaluations to these. If 
the beliefs prim

arily focus on favorable attributes, 
his attitude w

ill tend to be positive, otherw
ise, a 

negative attitude w
ill be form

ed. A
ttitudes decide 

people liking or disliking som
ething, m

oving people 
tow

ard or aw
ay from

 them
, as a result buying 

or ignoring one goods, choosing one or another 
brand. 

B
eliefs, 

attitudes, 
or 

other 
attitudinal 

concepts are inferred from
 observation of a single 

response, w
hether it is a verbal form

 or an act . W
e 

w
ill explain these concepts in our fram

w
ork one by 

one below
.

A
ttitude

A
ttitude is a learned predisposition to respond in 

a consistently favorable or unfavorable m
anner 

w
ith respect to a given object . A

ccording to 
Jam

es 
C

arm
on, 

this 
definition 

im
plies 

the 
essential characteristics of attitude as a behavioral 
construct, the learned predisposition underlie and 
guide an overt behavior . Thus w

e need to explore 
the 

new
ly 

em
erging 

w
ell-offs’ 

attitudes. 
the 

aspects w
e exploring includes consum

er attitudes, 
fam

ily orientation, societal consciousness, w
ork 

and 
leisure 

attitude, 
m

oney 
ethics 

attitude. 
C

onsum
er attitude is the m

ost direct reason for 
the consum

ing decision. The research is focused 
on their preference to the brands, their opinions to 
the luxury goods and their purchasing m

otivation. 
a

s the others, the w
ell-offs live in the fam

ily and 
the society. The fam

ily orientation and societal 
consciousness result in their anchoring in the 
society. W

e 
can 

conclude 
from

 the 
questions 

including the concerned society problem
s, the 

aw
areness of efficiency and equality and so on. 

W
hile the poor have enough free tim

e but not 
enough m

oney to entertain, the situation of w
ell-

offs are converse. Their aw
areness of w

ork and 
leisure m

ainly affects the decision in the leisure 
consum

ption. Their purchasing pow
er depends on 

their ethics in financial m
atters.

B
ehavior

C
onsum

er behaviors vary in the different m
arket 

segm
ents. the w

ell-offs have m
ore purchasing 

pow
er and can afford m

ore com
m

odities, w
hich 

m
ake them

 different from
 the ordinary consum

ers, 
especially in the expensive m

arkets,  in w
hich 

earnings is the m
ost im

portant factor to segm
ent 

the m
arket. 

The consum
er behaviors are depicted by analyzing 

their inform
ation search, luxury goods consum

ption, 
property and car purchasing, financial services, 
leisure activities, m

edia approach and usage in 
our research. W

e choose those goods such as 
luxury goods, property and cars, financial services 
and leisure activities, w

hich can differentiate w
ell-

off from
 ordinary people to disclose their unique 

consum
er behavior. The inform

ation search and 
m

edia approach and usage are included in our 

research for they w
ill influence consum

er decision 
directly.

M
ethod

W
e use focus group to explore C

hinese w
ell-off 

consum
ers’ belief, attitude and behavior. In C

hina 
people’s incom

e has huge difference betw
een the 

city and country. M
ost of w

ell-offs located in the 
large scales cities, especially in B

eijing, S
hanghai, 

and G
uangzhou. The sam

ples w
e choose are 

those participants w
ho have a personal annual 

incom
e over R

M
B

 200,000 and have resided 
in S

hanghai, G
uangzhou or B

eijing for at least 
five years. To ensure a random

ized sam
ple, the 

authors first contacted 55 people via telephone 
invitation and recom

m
endation by friends w

ho are 
w

illing to participate in this research. In order to 
m

ake our sam
ple can represent the real situation 

in these cities, w
e selected 50 subjects w

hich m
ale/

fem
ale ratio and the ratio of people from

 dom
estic 

and foreign com
panies are tw

o to one. S
ix focus 

groups w
ere conducted in S

hanghai, G
uangzhou 

and B
eijing from

 a
ugust 14th to 20th, 2006.

R
esults

B
elief: 

Through interview
ing w

e found that alm
ost all the 

first generation of the C
hinese w

ell-offs attached 
greatest im

portance to w
ork. A

nd they cherished 
the 

collectivistic 
value 

and 
cared 

about 
their 

fam
ilies as w

ell as the w
hole society.

W
ork–oriented value

d
uring the interview

, w
e found that C

hinese w
ell-

offs attributed their good econom
ic status to their 

ow
n hard-w

orking since they are the first w
ell-off 

generation. They alm
ost put all of their efforts into 

w
orking in order to get success, even in the cost of 

their health and freedom
. They w

ere so keen to get 
success that left no tim

e to learn how
 to enjoy their 

life. M
ost of them

 w
ere still in the career ascending 

stage. They put m
any pressures on them

selves 
and hoped to m

ake progress in their career in 3 to 
5 years, or be prom

oted to a better position.

B
elief

B
elief 

is 
the 

psychological 
state 

in 
w

hich 
an 

individual holds a proposition or prem
ise to be true 

. O
n the basis of direct observation or inform

ation 
received, one form

s a num
ber of beliefs about one 

object. B
elief is an im

portant concept in the field of 
consum

er psychology. The needs drive consum
er 

to buy, and beliefs is the m
ost im

portant factor to 
m

ake the consum
er decisions. R

esearch indicates 
that the consum

er attitude depends on tw
o or three 

im
portant beliefs, and others have less im

pact on it 
, so w

e do not need to analyze one’s w
hole beliefs. 

W
e analyze the w

ell-offs’ values and lifestyles, 
life aspirations to find out the beliefs. W

e ask the 
interview

ees questions, such as ‘w
hat’s the m

ost 
things to w

orry about? ’, ‘w
hat’s the expectation in 

the five or ten years’ , ‘w
hat’s the m

ost im
portant 

things in the life’, ‘w
hat’s the definition of success’ 

and so on, to catch on their cognition and aspiration. 
The potential consum

ers’ desire decides how
 they 

feel, think, believe, behave, and the form
ation and 

change of the consum
ers’ attitude.
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C
ollectivistic value

W
e found that the C

hinese w
ell-offs cherished 

collectivistic 
value. 

In 
C

hina 
collectivism

 
has 

prevailed for over thousands of years, C
hinese 

w
ell-offs regarded fam

ily as the spirit support 
of their life. They cared about the society, and 
needed the affirm

ation from
 others. Fam

ily m
eant 

very m
uch to them

. The happiness of fam
ily w

as 
regarded as im

portant criteria to judging their 
success. They cared the health and happiness 
of their fam

ily m
em

bers. If som
e fam

ily m
em

bers 
had som

e trouble, others w
ill be influenced greatly. 

they show
ed great concerns about environm

ent-
protection, 

energy, 
social 

system
 

and 
social 

problem
s.

A
ttitude

O
ur interview

ees w
ere not the real w

ealthy class 
yet, and driven by their special values about 
consum

ption, they show
ed unique consum

ption 
attitude. O

n the one hand they believed it w
as 

a kind of w
aste to consum

e the luxuries, on the 
other hand, they consum

ed the luxuries blindly 
by paying higher prices, and even out of their 
buying pow

er in order to gain the identification 
of others. W

e found m
ost of w

ell-offs w
ere short 

of consum
ption know

ledge on such goods. They 
concerned about the society and their fam

ily and 
believed effectiveness w

as m
ore im

portant than 
fairness. W

ork w
as regarded as m

ore im
portant 

than leisure so they w
ere w

illing to give up leisure 
tim

e for w
ork. They still paid m

ore attention to the 
accum

ulation of their w
ealth.

S
hopping and consum

ption attitude

The attitudes to luxuries seem
ed a little am

bivalent 
w

hen 
the 

w
ell-offs 

w
ere 

asked 
about 

their 
consum

ption attitudes in our focus group interview
: 

on the one hand they felt the consum
ption of 

luxuries w
ere unnecessary and w

asteful, on the 
other hand they believed the luxuries standing for 
high quality and m

aking them
 differentiated from

 
others. The luxuries w

ere used as the identification 
goods for them

, especially in business and social 
occasions. C

hinese w
ell-offs obviously show

ed 
strong preference for foreign brands such as Italian 
garm

ents, French perfum
e and S

w
iss w

atch. Their 
preference to foreign brands w

as stronger in the 
categories of durable products such as household 
appliances and cars. M

ost of them
 said that they 

only considered foreign brands to the cars in our 
interview

. In their eyes, foreign luxuries represented 
high quality and good fam

e, and could im
prove to 

their im
age w

hich dom
estic brands couldn’t do 

it. Their friends w
ere im

portant factors to form
 or 

influence their consum
e attitude. If the goods w

ere 
accepted by their friends or recom

m
ended by their 

friend, it w
as easy to induce them

 to try. In som
e 

occasions, they w
ould even feel em

barrassed 
w

ithout 
luxury 

brands, 
for 

these 
top 

branded 
luxuries could enhance their self-confident.

Fam
ily O

rientation

W
e 

found 
alm

ost 
all 

w
ell-offs 

cherished 
their 

fam
ily and prepared to sacrificed their personal 

consum
ption 

preference 
to 

their 
parents 

and 
children since fam

ily w
ere m

ost im
portant thing in 

C
hinese culture. E

verything they have is seem
ed 

as given by the parents, so they bought a lot to their 
parents, and lived in the dow

n tow
n rather than in 

villas in order to look after their parents carefully. 
They w

ould be together w
ith their fam

ilies in their 
spare tim

e and toured w
ith them

. The children 
w

ere attached even m
ore im

portance than their 
parents. They said they w

ould do anything for their 
children, in order to give their children a good habit 
or education environm

ents, they preferred to spend 
less or change their ow

n consum
ption habit. In a 

w
ord, children w

ere everything for them
.

S
ocietal consciousness

the w
ell-offs interview

ed by us attached m
uch 

im
portance 

to 
efficiency 

than 
fairness. 

They 
thought 

only 
high 

efficiency 
could 

bring 
them

 
developm

ent. 
C

hina 
w

as 
still 

undeveloped 
than other developed countries, and efficiency 
w

as the m
ost im

port thing in C
hina. U

nfair and 
gray phenom

ena w
ere seem

ed as reasonable, 
com

m
on, and even inevitable problem

s form
ing in 

developing process. U
nder the low

 econom
ic level, 

the society can not be fair to everyone due to the 
lim

itation of resources. S
om

e of them
 even pointed 

out in the interview
 that one couldn’t m

ake huge 
m

oney in definitely legal w
ays. B

ut our interview
ee 

em
phasized on the im

portance on the fair aspect 
in nation’s w

elfares. They also recognized that if 
the difference betw

een the w
ealth and the poor 

w
as too m

uch, the poor w
ould be hostility to the 

w
ealth, w

hich w
ould dam

age the com
petitiveness 

ability of the society, then threat their living status 
in the end.

the w
ell-offs show

ed great concern about the 
society problem

 in the m
eeting, especially the 

stability of the society and the national politics. 
M

ost of them
 believed the environm

ent pollution 
w

as very serious in C
hina, m

ost of foods w
ere 

polluted, and there w
as no insurance for the food 

safety. M
ost of them

 w
ere satisfied w

ith their 
present living condition, and hope they could keep 
the condition under the safety and stable social 
environm

ents.

W
ork and Leisure

these w
ell-offs w

e targeted w
ere not rich yet, and 

they still needed to strive for w
orking to m

aintain 
their living. Indeed they w

ere so busy and had to give 
up their leisure tim

e. S
om

etim
es they even w

orked 
all night. M

ost of them
 said they brought their job to 

the restaurants. W
hile there w

ere several w
ell-offs 

show
ed their desire to keep the balance betw

een 

w
ork and leisure in the interview

. S
om

e of them
 felt 

the w
ork w

as too tired, and w
anted to change their 

w
ork to get m

ore leisure tim
e. N

ot everyone hold 
the sam

e idea it w
as w

orth of scarifying everything 
to pursuit the career’s success. 

M
oney E

thics A
ttitude

A
ccum

ulation of w
ealth and m

anagem
ent their 

w
ealth w

ere regarded as very im
portance thing for 

the w
ell-offs in the discussion of their m

oney ethics 
attitudes. U

sually, they w
ere rational consum

er and 
w

ere careful w
hen they spent m

uch m
oney. W

hile 
they accepted brand concept and agreed w

ith high 
price representing for high-quality. the price gas 
they could accept betw

een top brand goods and 
ordinary good w

ere 3 to 5 tim
es. If the price gas 

over 10 tim
es, they w

ould be careful decision, 
the exception occurred only w

hen they m
et their 

favorite goods.

C
onsum

er behaviors

the special consum
ing attitudes of w

ell-offs lead to 
their special consum

er behaviors. In our research, 
w

e 
found 

the 
w

ell-offs 
paid 

attention 
to 

the 
inform

ation collection for valuable goods, for they 
w

ere still sensitive to the price. In brand selection 
aspect, they w

ere group opinion follow
er and they 

w
ere eager to be identified as different class. S

o 
they show

ed great favorite for the positional goods 
w

hich could present their status, especially in the 
consum

ption of real estates and cars. The w
ealth 

accum
ulation 

and 
m

anagem
ent 

w
ere 

attached 
great 

im
portance 

to, 
m

ost 
of 

them
 

said 
they 

m
anaged the financial by them

selves due to the 
lack of financial experts in C

hinese m
arket and 

their lack of the know
ledge related. B

eing aw
are of 

the im
portance of leisure tim

e they had to depend 
on traditional m

edia to collect inform
ation, and had 

no tim
e to set up the trust for new

 m
edia.

Inform
ation S

earch

The inform
ation of daily com

m
odity w

as got m
ainly 

from
 

m
alls 

prom
otion, 

other 
fam

ily 
m

em
bers, 

nursery m
aids, and friends. In our survey, the 

w
ell-offs seldom

 buy such goods by them
selves, 

and they only cam
e to buy expensive goods, such 

as durable and luxury goods. U
sually, they w

ould 
collect the inform

ation from
 m

agazines, internet, 
and TV, they paid attention to the perform

ance 
versus 

cost 
value 

in 
such 

goods, 
and 

w
ould 

collect and com
pare the inform

ation from
 the 
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other persons, com
m

ercial reports, com
m

ercial 
w

eeklies, TV, and internet w
ebsites.

Luxury goods C
onsum

ption

They w
ere longed for top brands but lack of 

know
ledge about them

, especially not fam
iliar 

w
ith foreign brands. E

ach of interview
ees in our 

research w
ould buy a valuable pen or a durable 

bag. 
E

veryone 
had 

an 
expensive 

w
atch 

like 
O

M
e

G
a and lO

N
G

iN
e

, one or tw
o sets of top-

level garm
ent like A

R
M

A
N

I, or one or tw
o LV

 bags. 
They w

on’t take the cost into account w
hen they 

consum
ed one or tw

o of their favorite goods, for 
exam

ple buying som
e draw

ings or root-sculptures. 
W

e found that w
hen buying such kind of goods, they 

w
ere depended on their social circles heavily for 

they w
ere lack of such consum

ption know
ledge. 

The interview
ee said there w

ere som
e lim

itations 
for them

 in pursuit for top brand consum
ption. 

R
estricted by their incom

es, they have no continual 
abilities to consum

e luxuries, and could not use 
them

 as daily products. W
hen they got m

arried, 
they w

ould spend m
ore m

oney on their children 
instead of buying top-level brand products for 
them

selves, w
ould cut the expense on taxi, and 

w
ould buy things w

hich w
ere in discount or buy a 

feigned w
atch instead of the real one. 

B
ut going abroad shopping w

ere different things, 
they w

ould prepare a big sum
 of m

oney to buy 
things if had opportunities to go abroad. They 
show

ed 
m

ore 
intentions 

to 
buy 

luxuries 
than 

inland, and they w
ould m

ake purchase not only 
for them

selves but also for friends and fam
ilies. In 

spite of this, only 10%
 of interview

ees show
ed that 

they w
ould go to H

ongK
ong or go aboard to do 

som
e shopping in discount season. 

P
roperty and C

ar P
urchase

the survey show
ed the w

ell-offs preferred to the 
positional goods w

hich could show
off their w

ealth 
and status, such as exclusive real estate and 
expensive cars. They treated the consum

ption of 
such goods as an affirm

ation and encouragem
ent 

to their success. They put a large part of their 
m

oney into them
 and show

ed great interests to get 
m

ore if they got m
ore m

oney. M
ost of them

 ow
ned 

one house, som
e of them

 had tw
o or three, and 

som
e of them

 already lived in villas. A
bout half of 

them
 w

ere still in installm
ent debts. They show

ed 
strong w

ills to living in outstanding com
m

unities. 
M

ost of them
 had a norm

al or m
iddle level foreign-

brand cars, few
 had luxury ones, but none of them

 
w

ould buy low
-level dom

estic-brand cars such 
as ‘C

H
E

R
Y

’ w
hich w

ere m
ore econom

ical and 
practical and m

ore propriety to their incom
es.

Financial S
ervices

In our survey, our targets seldom
 used financial 

services, and only a few
 of them

 used services 
in 

m
ainland. 

M
ost 

of 
w

ell-offs 
m

anaged 
their 

properties them
selves at the lack of know

ledge 
related. The statistics in our focus group interview

 
show

s their portfolios consisted of house properties 
(50%

), deposit (30%
) and stocks and insurances 

(20%
). A

lthough they had good anticipations to 
house properties investm

ent, but seldom
 of them

 
bought a house only for investm

ent. They bought 
house properties to im

prove living conditions or 
for their parents. M

ost of them
 have stocks, but 

nearly none of them
 got good return from

 them
. 

10-20%
 return per year w

as thought as good to 
them

. They buy funds issuing by H
ongK

ong or 
abroad and also bought insurances for safety 
rather than investm

ent. M
ost of the insurances 

they bought are oblige insurances, life insurances 
and m

edical insurances. M
inor of them

 bought 
property insurances for their house because the 
house w

ere looked as m
ost safety estate. In their 

opinion, only those things like antiques and old 
draw

ing needed the property insurance. U
sually 

C
hinese insurance com

panies w
ere their m

ajor 
channel to buy insurances products, and som

e 
interests also w

ere show
n to foreign insurances 

com
panies and products. C

hinese w
ell-offs kept a 

lot of deposit because of w
orrying about risks in 

future. They also kept som
e collections such as 

antiques and old draw
ings just for hobbies not for 

investm
ent. 

the w
ell-offs w

e investigated show
ed great interests 

in financial investm
ent, alm

ost all of them
 did it by 

them
selves in spite of lacking of the professional 

investm
ent know

ledge. They seldom
 knew

 about 
the dom

estic financial service, let alone abroad 
financial services. They did not trust the financial 
consultants 

because 
m

ost 
of 

the 
consultants 

belonged to som
e banks and only sold the funds 

and bonds for their ow
n benefit. W

hat the w
ell-offs 

need w
as an independent professional consultant, 

w
ho could rank the custom

er’s benefit first. They 
show

 great differences w
hen selecting finance 

institutions, som
e of them

 chose them
 for special 

relationship, som
e induced by V

IP services, etc. 
in spite of great dissatisfaction to C

hinese state-
ow

n banks, m
ost of them

 saved their m
oney there, 

and few
 of them

 use foreign bank due to short of 
branch netw

ork. O
ne or tw

o of interview
ees show

 
satisfaction to the foreign bank services, the others 
show

 they w
ill use the foreign banks if they can 

offer personal R
M

B
 services. 

Leisure A
ctivities

in our survey, w
ell-offs w

ere busy w
ith their w

ork 
and seldom

 had their leisure tim
e. M

ost of their 
spare tim

e w
as spent in com

panying their fam
ilies. 

They balanced their w
ork and fam

ily by carrying 
out fam

ily activities in their spare tim
e including 

fam
ily drive vacation, fam

ily tour, playing tennis, 
playing cards, shopping and cooking w

ith their 
fam

ilies. M
ost of them

 had m
any opportunities for 

touring during business trip, but they still tried to 
travel w

ith their fam
ily m

em
bers as they could due 

to traditional fam
ily culture education, especially 

those couple w
ith children. They felt guilty to their 

children due to lack of accom
panying tim

e, so 
they carried out their children in their spare tim

e 
to attend som

e extracurricular activities or cooking 
at hom

e.

the average long-trip journey in our interview
 to 

the w
ell-off w

as once or tw
ice a year, and short-trip 

journeys once a m
onth. Travel abroad w

as seldom
. 

They show
ed preference to natural scenery rather 

than big cities. They w
anted to enhance their health 

by physical exercises, and ow
ned several health 

club m
em

ber cards such as tennis, badm
inton, 

sw
im

m
ing and yoga. S

om
e of them

 also w
ent to 

gym
s w

ith their friends as a social activity. For 
w

om
en, they also w

ent to hair-dress and S
Pa

. B
ut 

they could not ensure they had enough tim
e to 

take part in the leisure activities above regularly.

M
edia A

pproach and U
sage

the w
ell-off largely depended on the traditional 

m
edia, such as new

spaper and m
agazine, to get 

inform
ation in their daily life. A

lm
ost every one of 

them
 read new

spaper to get social new
s as w

ell 
as financial and econom

ic inform
ation. In our 

research, the w
ell-offs w

ould leave one to tw
o 

hours to read every day, and w
ould read tw

o to 
three books every year. M

ost of the books they 
read are on m

anagem
ent and popular events. 

C
learly, they preferred traditional m

edia rather 
than 

new
 

m
edia 

in 
m

edia 
selecting, 

because 
they w

ere fam
iliar w

ith paper-based m
edia and 

looked new
spaper as a w

ay to getting inform
ation 

w
hich couldn’t be substituted by others. They 

w
ould search som

e detail inform
ation in internet 

on som
ething interesting in new

spaper. S
om

e of 
them

 could not operate com
puter very w

ell, and 
they only send and receive em

ails. by it. To them
, 

cell phone w
as only used to m

ake call, to set alarm
 

clock and to send short m
essage. 

M
ost of our interview

ees had the experience of 
buying product on internet, m

ainly for standard 
products such as books and com

puters. S
om

e of 
them

 said they could get good service from
 the 

internet shopping platform
, w

hile som
e of them

 felt 
being cheated in the purchase, and w

ould not use 
it any m

ore. They rarely bought things from
 TV, 

because it w
as thought to be incredible, overpricing 

and lack of quality guarantee. In their opinion, the 
TV

 shopping w
as m

ainly for low
 educated persons 

or housew
ives. For cell phone shopping, m

ost of 
them

 believed that they w
ould try it w

hen it w
as 

w
ell developed, although som

e of them
 w

orried 
about extra charges and useless new

s.

Im
plications

P
revious 

studies 
on 

C
hinese 

w
ell-offs 

m
ainly 

focused 
on 

sum
m

arizing 
their 

consum
ing 

behaviors, the consum
ing values and attitudes 

w
ere seldom

 be covered. W
e sum

m
arized all 

aspects of w
ell-offs including behaviors, attitudes 

and values, into a theory fram
ew

ork and tried to 
probing the deep reason to influence w

ell-offs 
behaviors, w

hich w
ould contribute to the consum

er 
theories research and help m

arketers to learn 
about C

hinese w
ell-off m

arket.

E
rnst &

 Young (2005) C
hina: The N

ew
 Lap of 

Luxury.

r
euters 

2008. 
r

ecord 
$500,000 

paid 
for 

27 
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ine, http://w
w

w
.reuters.com
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20, 2009.
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A
bstract

B
ased 

on 
the 

case 
study 

m
ethod 

conducted 
in 

the 
setting 

of 
C

yprus, 
this 

paper 
provides 

descriptive detail on the factors w
hich influence 

brand related consum
er behavior. In addition, a 

brief analysis of the past political, econom
ic and 

social 
developm

ents 
having 

led 
to 

the 
status 

quo 
has 

been 
conducted. 

C
onsistent 

findings 
resulting from

 tw
o focus groups w

ith potential 
brand consum

ers and 8 interview
s w

ith m
arketing 

m
anagers, the exploratory research provides a 

conceptual fram
ew

ork w
hich points to differentiate 

brand 
related 

consum
er 

behavior 
as 

to 
sm

all 
island populations. The paper highlights the crucial 
role of the identity and sym

bolic consum
ption 

theory w
ith social identity being regarded as the 

key m
otivational driver of brand related behavior. 

The paper concludes w
ith suggestions for further 

research in the field and corporate im
plications. 

K
ey w

ords: B
randing, consum

er behavior, identity, 
sym

bolic consum
ption, sm

all island populations

kitsios1@
cytanet.com

.cy

K
aufm
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Literature R
eview

B
randing and C

ulture

The follow
ing definitions im

ply a certain extent of 
unanim

ous and patterned reactions of m
em

bers 
of a given culture to m

arketing stim
uli. C

ulture 
has been defined as the “interactive aggregate of 
com

m
on characteristics that influence a group’s 

response to its environm
ent” (H

ofstede, 1980, p. 
25), or as the “collective program

m
ing of the m

ind 
w

hich distinguishes the m
em

bers of one group or 
category of people from

 another“(H
ofstede, 1997, 

p. 5). R
eferring to cultural dim

ensions (H
ofstede 

and H
ofstede, 2005)  governing the respective 

people’s behavior (individualism
 vs. collectivism

, 
m

asculinity 
vs. 

fem
ininity, 

pow
er 

distance, 
uncertainty avoidance, long-term

 vs. short-term
 

orientation), Lustig and K
oester (1999) reason 

cultural differences prim
arily by the individualism

 
vs. 

collectivism
 

category 
w

hich 
em

phasizes 
conflicting view

s on the nature of hum
ans and 

society and the underpinning relationships. The 
follow

ing m
ore detailed description by S

am
ovar 

and P
orter (2001) referring to H

ofstede points to the 
applicability of branding in both, individualistic and 
collectivistic cultures. W

hereas, in an individualistic 
culture, 

people 
are 

sym
bolized 

by 
num

erous 
features believing that they are unique in society 
and, 

hence, 
em

phasizing 
personal 

preference 
and com

petition rather than a co-operative social 
setting, the needs, view

s, objectives and, even 
em

otions of the people in a collectivistic culture 
are conditioned by the group. C

onclusively, in 
individualistic cultures, branding m

ight account 
for individual preferences by segm

ent specific 
life style positioning and, in collectivistic cultures 
the consum

ption of w
ell know

n brands m
ight be 

regarded as constituting a group norm
.         

S
ocial C

lass, G
roup influence O

n C
onsum

er 
B

ehavior

A 
basic 

group 
categorization 

refers 
to 

social 
classes. A 

social 
class 

can 
be 

defined 
as 

a 
“group of people w

ithin a society w
ho possesses 

the sam
e socioeconom

ic status” (E
ncyclopedia 

B
ritannica, 2007) w

ith status m
eaning the extent 

of honor or prestige attached to an individual’s 
position in society (M

arm
ot, 2004). S

tatus related 
socioeconom

ic factors refer, for exam
ple, to fam

ily 
incom

e, occupational status (Tracy and Trethew
ey, 

2005), 
educational 

achievem
ent 

and 
lifestyle. 

C
om

pared to form
al groups (W

ood et al, 2004) 
w

hich are designated by form
al authority to serve 
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a specific purpose, or norm
ative reference groups 

guiding individual’s behavior (D
aw

son &
 C

hatm
an, 

2001), i.e. in term
s of C

orporate D
esign, branding 

from
 a consum

er behavior perspective seem
s 

to refer m
ore to inform

al groups that em
erge 

unofficially. These inform
al groups m

ight serve 
as a kind of reference group w

hose presum
ed 

perspectives or values are being used by an 
individual as the basis for his/her current behavior, 
affective 

and 
cognitive 

response 
patterns 

and 
sense of self-identity (O

lson and P
eter, 1996; 

H
aw

kins et al, 2004). Furtherm
ore, com

parative 
reference groups m

ight be seen as relevant as w
ell 

in this context. C
om

parative reference groups set 
norm

s w
hich serve as a benchm

ark or standard 
for 

behaviour. 
Influencing 

individuals’ 
feelings 

and 
behaviour 

com
parative 

reference 
groups 

give individuals a basis for com
parison w

ith other 
individuals and /or groups (D

aw
son and C

hatm
an, 

2001).

A very im
portant type of a reference group for 

this research is regarded to be the identification 
reference 

group. 
P

uiu 
(2008, 

p. 
1137/1138) 

describes the identification influence of a reference 
group in the follow

ing w
ay:” The reference group is 

used to validate, by com
parison, the consum

er’s 
opinion, attitudes, norm

s and the actual behavior.  
The individual behaves in a m

anner consistent 
w

ith the group’s values, because the individual’s 
values and the group’s values are the sam

e”.  In 
contrast w

ith the other types of reference groups 
m

entioned before, individuals tend to com
ply w

ith 
identification groups’ standards for the desire to 
be 

affiliated. 
C

orrelated 
w

ith 
the 

identification 
reference 

group, 
is 

the 
aspirational 

reference 
group an individual consum

er w
ants to join or be 

sim
ilar to by satisfying sym

bolic needs. For the 
tim

e being, this type of consum
er does not hold 

m
em

bership to such groups yet but it is his/her 
w

ish and goal to gain m
em

bership into the group 
that epitom

izes his/her aspirations. These groups 
have a positive influence on the buying behavior 
of 

individuals 
since 

they 
m

odify 
their 

buying 
behavior in order to m

atch the buying behavior of 
the aspirational group (http://w

w
w

.geocities.com
/

lazaridous/consum
er.htm

). This insight is utilized 
by the prom

otional im
age strategy (S

him
p, 1997). 

S
ym

bolic consum
ption and identity

P
eople 

w
ho 

have 
achieved 

or 
even 

inherited 
a higher status or group m

em
bership tend to 

consum
e certain products that signify their status 

and 
m

em
bership. 

Thus, 
consum

ption 
can 

be 
considered as a factor that reveals status and/or 
group m

em
bership. In this case, consum

ption 
is 

called 
sym

bolic 
consum

ption. 
C

onsum
ers 

purchase products for their sym
bolic m

eanings as 
w

ell as for functional reasons. G
oods are sym

bols 
of personal attributes and goals in addition to 
social 

patterns 
and 

m
otivations 

(Levy, 
1959). 

P
eople’s identities are cultivated and preserved 

via the sym
bolic use of possessions (B

elk, 1988). 
N

ot only do people use consum
ption for acquiring 

or m
aintaining an aspect of self-concept, they also 

use it to facilitate other kinds of identity change, 
nam

ely, 
for 

tem
porarily 

or 
perm

anently 
laying 

aside an aspect of identity (K
leine et al., 1999). 

In fashion, for exam
ple, consum

ers can be quoted 
by stating that “they w

ant to reinvent them
selves” 

w
ith a different type of dress code or brand. 

P
eople m

ay attem
pt to change their entire identity 

(S
chouten, 1991, in K

leine and K
leine, 1995), but 

adult self-cultivation often involves a piece of the 
self, labeled as social identity (S

tryker, 1980, in 
K

leine and K
leine, 1999). The m

ain reason that 
people try to change their identity is that they feel 
that they should advance on their lives. Thus, they 
try to adopt different behaviors than before and at 
the sam

e tim
e try to take different roles that fit to 

the ideal identity they w
ant to achieve.

Identity is a holistic concept applied in psychology, 
social 

psychology, 
social 

anthropology 
and 

sociology (C
ote and Levine, 2002) that explains 

people’s behavior based on its core physical and 
spiritual repertoire.  “In sociology and political 
science, the notion of social identity is defined 
as the w

ay that individuals label them
selves as 

m
em

bers of particular groups such as nation, 
social class, subculture, ethnicity, gender etc (C

ote 
and Levine, 2002, p. 32)”. 

This definition of identity links the concept w
ith 

m
em

bership 
in 

a 
group, 

a 
subject 

that 
w

as 
analyzed in the previous section. 

k
aufm

ann, zagorac and S
anchez (2008) provide 

a chronological literature review
 on the identity 

concept w
hich experienced various differentiations 

over tim
e as to social, personal or self-identity, 

ethnic, 
national, 

cultural, 
political 

as 
w

ell 
as 

group identity. r
eferring to  W

ard (1974), laverie 
(1995), R

eed (2002), B
aer et al (2001) or A

rnett 
et al (2003) the authors also interlink the notion of 
salient identity to consum

ption in general and to 
social consequences of consum

ption in particular. 
This interrelation is reflected in the follow

ing brief 

sum
m

ary of Laverie’s (1995) findings w
ho, as 

one of the first scientists considered the effects 
of group activities such as tennis and aerobics on 
purchasing behaviour and the identity salience 
interrelating 

social 
identity 

w
ith 

purchasing 
behaviour. „O

ver tim
e, people form

 and m
aintain 

consum
ption patterns associated w

ith particular 
activities” 

(Laverie, 
1995, 

p.2). 
A

ccording 
to 

Laverie, the affiliation to the group affects the 
purchasing behaviour not directly, but indirectly 
by the personal estim

ations of group m
em

bers to 
the product. Latter, again, affects the em

otions of 
the individual to the product. C

onsequently, the 
feelings to the product, w

hich one consum
es in 

the context of the group activity lead to the salient 
identity: „the personal and social appraisals lead to 
positive feelings w

hich m
ake participation into the 

activity m
ore im

portant to the self. A
s the activity 

becom
es m

ore im
portant to the individual, he or 

she participates in the activity m
ore often” (Laverie, 

1995, p. III). H
ence, Laverie (1995, p.2) supported 

by W
ard (1974) reject the traditional view

 that 
products are only consum

ed in isolation due to 
bare individual needs and personal experiences 
but due to social considerations. 

A brief historical environm
ental analysis 

of the R
epublic of C

yprus
In the follow

ing, the respective periods providing 
the backstage for the developm

ent of the consum
er 

behavior pattern of C
ypriots are pinpointed. In 

doing so, key econom
ic criteria such as G

D
P (G

D
P 

per capita per annum
 from

 1960- 2006), gross 
average salary developm

ent (from
 1980- 2006) 

and tourist arrivals (from
 1959-2006) as w

ell as 
som

e non econom
ic reasons such as educational 

peer influence and political reasons have been 
investigated by analyzing data provided by the 
C

yprus G
overnm

ent S
tatistics D

epartm
ent.  A

s to 
G

D
P there w

as a continuous increase in all years 
except in the year 1975 due to the Turkish invasion 
in 1974. this event divided the country, and the 
econom

y had to shift to new
 industries, m

ainly 
tourism

 to survive (M
aital and P

ierides, 2003). 
H

ow
ever, after this tragic event an im

pressive 
increase in G

D
P occurred and the C

yprus econom
y 

boom
ed by double digit grow

th rates betw
een 

1976 until 1995 and m
ore m

oderate, single digit 
grow

th rates thereafter up to a level of 14.317,57 
m

io E
uro. (2006). The average gross m

onthly 
incom

e increased m
ostly in the interval 1980-1990 

by 8.7%
. the follow

ing interval 1990-2000 show
ed 

high grow
th rates until 1994 w

ith m
ore m

oderate 
grow

th rates thereafter averaging a grow
th rate 

of still 6.1%
. The decreasing trend continues in 

the interval 2000-2006 w
ith an average grow

th 
rate of 5.1%

 to level of E
uro 1.900. Im

plicitly, in 
the period 1976-1994/1995 C

ypriots m
ight have 

becom
e m

ore status orientated due to the high 
level of econom

ic w
ell-being. C

oinciding w
ith the 

rise in G
D

P is the developm
ent of tourist arrivals. 

This general econom
ic picture is confirm

ed by the 
developm

ent of tourist arrivals. From
 1959 (19642) 

to 1973 (264066) the tourist arrivals increased by 
32.6%

 annually, albeit w
ith strong fluctuations. In 

the w
ar year of 1974 the figure dropped to 150478 

follow
ed by a further dow

nturn in 1975 to 47084 
tourists arriving in C

yprus. H
ow

ever, since this tim
e 

the tourist arrivals dram
atically increased betw

een 
1975 and 1985 by an average annual grow

th rate 
of 45%

. in the next interval betw
een 1985 and 

1999 tourist arrivals continued to grow
 by annually 

8.87%
. S

ince 1999 the level of tourist arrivals 
stagnates and achieves 2400924 tourists in 2006. 
Taking additionally the increased TV

 household 
penetration into account it m

ight be concluded that 
C

ypriots tried to em
ulate international consum

ption 
patterns, a w

ay of life or status introduced by the 
tourists. A

ccom
panying this developm

ent a gradual 
rise of university degree attainm

ent can be noted, 
especially during the 1980s and 1990s. H

igher 
levels of education m

ight trigger a m
ore prevalent 

status orientation. Furtherm
ore, people w

ho did 
not achieve a higher education m

ight attem
pt to 

com
pensate this through sym

bolic consum
ption. 

There is som
e evidence that C

ypriots pursue 
sym

bolic consum
ption due to other reasons relating 

to the sm
all size of the island and to the influence 

of the m
edia. This links to the next paragraphs 

w
hich provide the m

ethodology and the analysis 
of the qualitative em

pirical findings. 

R
esearch m

ethodology
D

ue to its idiosyncratic political and econom
ic 

developm
ent, 

C
yprus 

m
ight 

be 
considered 

a 
unique case. In addition to the aforem

entioned 
idiosyncratic m

ore recent political and econom
ic 

developm
ent, C

yprus w
as conquered by a variety 

of international conquering pow
ers w

ho w
anted 

to capitalize on the strategic position of the island 
being ideally strategically located at the crossroads 
of the three continents of E

urope, A
sia and A

frica. 
This unique cultural background m

ight im
ply unique 

aspects of consum
er behavior be it consciously or 

unconsciously (D
e M

ooij, 2003). In order to achieve 
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the research aim
, w

hich w
as to investigate the 

underlying reasons governing consum
er behavior 

of C
ypriot consum

ers as to branding, the qualitative 
research focused on the w

hy and how
 of decision 

m
aking as com

pared to the w
hat, w

here and w
hen 

of quantitative research. A need w
as perceived for 

sm
aller but focused sam

ples (D
enzin and Lincoln, 

2000). The research objectives w
ere to investigate 

and conceptualize the concrete factors of brand 
related consum

er behavior of C
ypriots w

hich m
ight 

inform
 corporate branding strategies. The derived 

research question w
as if sym

bolic consum
ption 

and 
the 

other 
notions 

on 
identity 

described 
above m

ight be determ
ining factors of consum

er 
behavior as to branding in the age group 25 and 
40. this age group purposive sam

ple w
as chosen 

due to their anticipated pursuit of a higher social 
status. P

urposive sam
pling is regarded as useful 

for situations w
here the researcher needs to reach 

a targeted sam
ple quickly and w

here sam
pling for 

proportionality is not the prim
ary concern (Trochim

, 
2006). A

s to subcategories of purposive sam
pling, 

expert sam
pling and quota sam

pling w
ere applied. 

E
xpert sam

pling w
as used for tw

o reasons: first, 
the specific strategic and operational know

ledge 
of experts representing a variety of categories of 
status revealing products, such as technology, 
fashion, 

cars, 
m

obile 
phones 

or 
cosm

etics; 
second, expert sam

pling m
ight provide evidence 

for 
the 

validity 
of 

another 
sam

pling 
approach 

chosen. 
H

ence, 
8 

interview
s 

w
ith 

m
arketing 

m
anagers w

here interview
ed on their perception 

and capitalization of sym
bolic consum

ption. A
s a 

second sam
pling m

ethod for tw
o focus groups w

ith 
respectively 7 potential brand consum

ers aged 
betw

een 25 and 40, proportional quota sam
pling 

w
as applied to assure a proportion of respectively 

50%
 fem

ale and m
ale participants. D

ue to the 
perceived uniqueness of the C

ypriot setting the 
research m

ethod of a case study w
as chosen 

w
here a focus on a lim

ited num
ber of cases allow

s 
for a holistic, in-depth investigation eliciting rich 
inform

ation (Feagin, O
rum

 and S
joberg, 1991; 

M
cN

am
ara, 

1997). 
A

s 
a 

qualitative 
research 

technique the focus group w
as applied to uncover, 

possibly surprising, inform
ation by an interactive 

group setting w
here participants are free to talk 

w
ith other group m

em
bers (R

ushkoff and D
ouglas, 

2005). M
oreover, focus groups are a pow

erful 
m

eans to test new
 ideas or assum

ptions. A
s a 

structural guideline for conducting the focus groups 
M

cN
am

ara’s (1997) suggestions w
ere applied. The 

qualitative data w
ere analyzed to elicit m

eaning 
and sym

bolic content (S
eidel, 1998) and to specify 

the presence of certain w
ords or concepts using 

content analysis (N
euendorf, 2002). 

Findings 
The 

follow
ing 

category 
grid 

sum
m

arizes 
the 

frequencies 
of 

statem
ents 

resulting 
in 

the 
respective categories w

hich are further elaborated 
on in the follow

ing narratives.

Table 1 - C
ategories Elicited by Interview

s

Table 2 - C
ategories Elicited by 1st Focus G

roup

Table 3 - C
ategories Elicited by 2nd Focus G

roup

The 
findings 

suggest 
that 

brand 
consum

er 
behavior 

of 
C

ypriots 
is 

m
ainly 

determ
ined 

by 
aspects related to social Identity, com

parative and 
identification reference groups. is the dom

inant 
factor that influences the other factors.

S
ocial identity/preferred group influence: 

Five 
of 

the 
m

arketing 
m

anagers 
(K

C
T, 

PA
M

, 
X

S
T, D

G
M

, and LFT) confirm
ed the influence of 

the group, w
here the consum

ers w
ant to becom

e 
m

em
bers of, on brand consum

er behavior.  O
ne 

possible reason w
as provided in that people have 

the need to belong som
ew

here and, at the sam
e 

tim
e, to advance socially. Therefore, they are 

m
ore likely to m

odify their behavior according to 
the preferred group conditions com

pared to that 
group they are already belonging to. PA

M
 said, 

“Indeed, people m
ay change their buying behavior 

so as it is the sam
e as the one of the m

em
bers 

of the group that they w
ant to join in order to be 

accepted”. S
im

ilarly, LFT said that “people w
hose 

goal is to m
ove socially upw

ard believe that, by 

exhibiting the behavior they believe their target 
group has, the transition to that group w

ill be 
easier and sm

oother since they w
ill be accepted 

faster”. Tw
o m

arketing m
anagers (PA

P and D
A

S
) 

said that the group that consum
ers already belong 

and the group that consum
ers w

ant to becom
e 

m
em

bers are equally influential. Finally, one of the 
eight interview

ed m
arketing m

anagers (P
P

T) said 
that the m

ost influential group is the one that the 
consum

ers already belong to. The statem
ents of 

the m
arketing m

anagers w
ere confirm

ed by ten 
out of the fourteen m

em
bers of the focus groups. 

A
ccordingly, the preferred group’s influence is 

regarded as a dom
inant factor that influences 

sym
bolic 

consum
ption, 

but 
there 

w
ere 

som
e 

variations in their answ
ers. E

JF, A
P

F and ATF, 
three w

om
en in their 30s, as w

ell as P
P

M
, a m

an in 
his early 30s, w

ho have very sim
ilar dem

ographic 
characteristics since they currently belong to the 
m

iddle class differentiate according to age. They 
said that w

hen they w
ere younger, at school and 

at college, the m
ost influential group for them

 w
as 

the group that they w
anted to join. N

ow
, this group 
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is still influential but not to the sam
e extent. That 

is probably because young people alw
ays w

ant to 
be in the group w

ith the m
ost popular people and, 

thus, conform
 to their buying behavior in order to 

be accepted into the popular group. C
oncordantly, 

E
JF said: “I rem

em
ber w

hen I w
as in school and 

at college that I used to buy the sam
e things as a 

specific group of popular girls so that they w
ould 

accept m
e as a friend, but this reduced as I got 

older”. A
P

F agreed by stating: “S
om

ething sim
ilar 

has happened to m
e, too. I can also say that this 

happens m
ore w

hen you are younger”. Thus, it is 
obvious that age plays an im

portant role as to the 
extent of adaptive status orientation. X

P
M

 pointed 
to another dim

ension on w
hich alm

ost everybody 
agreed. H

e copies the extravagant consum
ption 

patterns of his colleagues at w
ork in order to be 

accepted by them
. H

e said: “I had to start behaving 
as they did and buying the sam

e expensive things 
as they did, so that I could join the group and be part 
of the team

”. O
K

M
. IP

F and A
IF from

 the second 
focus group provided reasons for the attraction of 
people to a group in term

s of the social position 
of the group m

em
bers rather than the m

em
bers 

them
selves. The statem

ents im
ply that C

yprus 
m

ight be considered to em
phasize personalization 

as a reflection of a being orientated culture rather 
than personalization as a characteristic of a doing 
orientated culture (U

sunier and Lee, 2005). This 
is som

ething very sim
ilar to w

hat JP
M

 said w
ho 

talked about lifestyle. IP
F said: “I think that w

e all 
have the need to socially advance. S

om
e people 

in C
yprus, how

ever, overdo it. I know
 m

any people 
w

ho have no credentials or education but act and 
buy things like m

illionaires in order to be accepted 
in a higher status group”. 

S
how

ing off- norm
ative com

parative and/or 
identification reference groups

S
even 

out 
of 

the 
eight 

m
arketing 

m
anagers 

interview
ed (PA

M
, P

P
T, K

C
T, D

A
S

, PA
P, D

G
M

, 
X

S
T) held that C

ypriots like to show
 off their w

ealth 
to an extrem

e. This w
ould m

ake them
 engage in 

sym
bolic consum

ption and buy branded goods 
that signify w

ealth. P
P

T, in this context, said: 
“In m

y opinion, everybody show
s off in C

yprus. 
S

om
etim

es it goes beyond the lim
its as it becom

es 
som

e kind of a com
petition betw

een neighbors, for 
exam

ple”. S
im

ilarly, half of the participants in the 
focus groups agreed w

ith this statem
ent. This is 

reflected in statem
ents as:  “w

e are all show
-off 

m
aniacs in C

yprus and this is the m
ain reason that 

w
e buy branded things” (P

P
M

); or: “In m
y opinion 

it is a kind of com
petition betw

een m
ost C

ypriots. 
The w

inner is the one w
ho show

s off the m
ost 

expensive and luxurious m
aterial goods” (IP

F). It 
is very interesting that this inform

al “com
petition” 

w
as m

entioned by both, the m
arketing m

anagers 
and the consum

ers. A possible reason for this m
ight 

be the sm
all size of the society, population and 

geographic area of C
yprus as alw

ays all m
arketing 

m
anagers m

entioned it. X
S

T is quoted: “B
ecause 

w
e live in a very sm

all society and everybody w
ants 

to show
 off their w

ealth and social position”. This 
is confirm

ed by another interview
ee: “W

hen you 
live on a sm

all island like C
yprus w

here everybody 
know

s everybody’s business you feel you are under 
pressure to look your best and because w

om
en in 

C
yprus tend to talk and to show

 off a lot, you feel 
you are not perform

ing w
ell if you are not dressed in 

designer clothes”. This is confirm
ed by a m

anager 
of a boutique stating: “if you look at the C

ypriot 
w

om
en’s m

agazines there is a huge difference. 
W

om
en are pressurized into buying expensive 

clothes, if you don’t then you are cheap” (C
yprus 

M
ail, 2006, p. 2). This perception of pressure to 

conform
 signals a very strong norm

ative character 
of 

com
parative 

and/or 
identification 

reference 
groups not referred to in literature. 

C
ulture: 

E
ven 

though 
m

ost 
W

estern 
societies 

are 
considered to be individualistic societies, there 
seem

s to be a high degree of collectivism
 regarding 

the consum
er behavior of C

ypriots w
hich is in line 

w
ith the em

phasis on the personalization aspect 
and the strong norm

ative character of com
parative 

and/or identification groups. P
eople seem

 to feel 
conditioned in their brand consum

er behavior in 
order not to be considered to be different. 

C
ollectivism

Four 
of 

the 
m

arketing 
m

anagers 
agreed 

on 
the 

significance 
of 

collectivism
 

influencing 
the 

consum
er behavior of C

ypriots. Thus, since m
ost 

are status oriented, the rest tend to copy this 
behavior: “W

e know
 that people are w

atching 
us and m

aking com
m

ents. The issue is not the 
personal m

entality but the collective m
entality. 

W
e are expected to behave in this w

ay and so w
e 

do” (LFT). In the sam
e vein, PA

M
 stresses: “They 

don’t w
ant others to consider them

 different or 
think less of them

 if they see them
 using inferior or 

unbranded products”.

The participants in the focus groups w
ere m

ore 
explicit in their com

m
ents confirm

ing the findings 
of the interview

s. M
ost of the 11 out of 14 w

ho gave 
this as a reason said that they do w

hat everybody 
else is doing so that they are not considered to 
be different and also to avoid negative com

m
ents. 

ATF said: “W
e buy the brands so that w

e are not 
different from

 the rest”. P
H

M
 said: “Trying to avoid 

com
m

ents by trying to be the sam
e w

ith others is 
a reality in C

yprus. P
eople tend to buy the sam

e 
brands, go to the sam

e restaurants, clubs or cafes 
and generally behave like a flock in order not to 
be different and to avoid becom

ing a target due to 
their difference”.

S
alient Identity

P
referred Lifestyle

A
ll m

arketing m
anagers w

ho w
ere interview

ed 
unanim

ously agreed that lifestyle and, to be m
ore 

precise, the lifestyle w
hich people w

ould like to 
have is a very im

portant determ
inant of the buying 

behavior of C
ypriots. P

P
T said that “if w

e w
ant to 

achieve a certain status that has a certain lifestyle 
attached to it w

e start m
odifying our behavior, 

especially our buying behavior in order to suit 
that lifestyle and the people w

ho have already 
achieved that lifestyle”. In their opinion, C

ypriots 
tend to buy products that represent the lifestyle 
that they w

ould like to em
ulate. Thus, the sym

bolic 
m

eaning of these brands is the lucrative lifestyle, 
social position and status. To be m

ore precise, six 
m

arketing m
anagers said that lifestyle is one of the 

greatest determ
inant factors, because people seek 

m
em

bership into these groups in order to achieve 
their goal of m

oving socially upw
ards and enjoy 

the lifestyle that these people are enjoying.

Interestingly, 
the 

responses 
of 

six 
m

em
bers 

from
 both focus groups w

ere very sim
ilar to the 

answ
ers given by the m

arketing m
anagers. The 

focus group m
em

bers said that lifestyle is one of 
the m

ost im
portant determ

inants and provided a 
sim

ilar justification: “M
ost tim

es, people do not 
w

ant to join a group because of the group m
em

bers 
but because of the social position of the group 
m

em
bers. S

om
etim

es, the lifestyle of these people 
is w

hat attracts us to them
 rather than the group 

m
em

bers them
selves” (O

K
M

). It is obvious that 
there is a strong interrelation betw

een preferred 
lifestyle and preferred group/class m

em
bership.

P
referred Identity

It m
ight be concluded that C

ypriots w
ant to change 

their identity by their brand purchases in an attem
pt 

to either advance socially or to join a group w
ith 

a higher status. Four of the m
arketing m

anagers 
confirm

ed this view
: “They are people w

ho achieve 
their identity w

ithout having the actual qualifications 
for that identity through their w

ealth that is visible 
from

 the products that they buy” (K
C

T).  S
im

ilarly 
LFT said: “You can see m

ore extrem
e sym

bolic 
purchases from

 them
 rather than from

 those w
ho 

are already m
em

bers of the target group since 
they are trying to adopt the identity of that group 
w

ithout really deserving it m
ost of the tim

es”.

Ten out of the fourteen participants in the focus 
groups agreed w

ith the statem
ents of the m

arketing 
m

anagers: “W
e try to im

press the group’s m
em

bers 
by adopting an identity that m

ight not really be our 
ow

n, so that this group’s m
em

bers w
ill accept us” 

(IP
F). S

im
ilarly A

IF said “M
any tim

es w
e try to 

advance socially by adopting an identity that other 
people w

ho belong in an upper class have, so that 
w

e can be friends w
ith them

. W
e usually do that 

by buying the sam
e things that they buy”. It can 

be seen again that both, preferred lifestyle and 
preferred identity are interrelated w

ith target group 
influence. 

Job R
ole

S
om

e of the participants in this research linked 
preferred identity to job role. S

um
m

arizing, they 
said that C

ypriots adopt an identity w
hich is in 

accordance w
ith their job or w

ork environm
ent 

and w
ork group. O

ne of the m
arketing m

anagers 
m

entioned: 
“There 

is 
a 

group 
of 

people 
w

ho 
consider their jobs to be m

anagerial; they buy a 
m

obile that suits their position” (X
S

T)

Four participants in the focus groups gave a sim
ilar 

explanation. X
P

M
 said that groups are influential 

but for him
 the m

ost influential group is the group of 
people w

ith w
hom

 he w
orks since he had to m

odify 
his behavior and buying behavior in order to fit his 
new

 w
ork environm

ent and be accepted by his 
new

 colleagues as a m
em

ber of the team
. O

K
M

 
echoes this view

: “an equally im
portant factor that 

influences our buying behavior is our job and w
ork 

environm
ent. If you are an accountant, a doctor, a 

law
yer or a bank em

ployee, you are expected to 
w

ear a nice suit and drive a nice car”.
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M
edia

Tw
o of the m

arketing m
anagers said that television 

is a very influential factor since it sets standards 
w

ith w
hich people m

ust com
ply: “In m

y opinion 
w

hat influences C
ypriots is television, the stupid 

box, w
hich dictates certain standards of behavior 

to the society that if som
eone does not com

ply 
w

ith, he becom
es alienated from

 the rest” (PA
M

).

Ten out of the fourteen participants in the focus 
groups agreed on the norm

ative role of the m
edia: 

“I think that actually w
e are influence by TV

 and 
other m

edia that expose these fam
ous people” 

(E
JF).

C
ategories of S

tatus R
evealing P

roducts

The 
interview

ed 
m

arketing 
m

anagers 
m

ostly 
agreed on this subject. A

lthough som
e of them

, like 
D

A
S

, said that all products are potentially status 
revealing, they reached the sam

e opinion on the 
m

ain categories of status revealing products to be 
the follow

ing:

H
ousing

A
utom

obiles (cars and other m
eans)

Technology (m
obiles, hom

e appliances, TV
s, 

com
puters and other).

C
lothing, Footw

ear and A
ccessories.

The focus group m
em

bers contributed to this 
discussion by a clear differentiation on the basis 
of gender. W

om
en stated that for them

 products 
like clothes, shoes, bags, cosm

etics and m
obile 

phones are status revealing (categories of C
lothing, 

••••

Footw
ear &

 A
ccessories and Technology) w

hereas 
m

en stated cars, houses, m
obiles and TV

s w
hich 

lie in the categories of H
ousing, A

utom
obiles and 

Technology.

C
onclusions and recom

m
endations

B
rand related consum

er behavior of C
ypriots seem

s 
to be em

bedded in a national culture characterized 
by 

collectivism
 

and 
personalization. 

W
hereas 

culture refers m
ore to form

al role organization, 
the applicability of the identity concept epitom

izing 
the spiritual and behavioral repertoire of people 
w

as confirm
ed by this research. A preferred social 

identity 
is 

regarded 
as 

the 
underlying 

driving 
force of brand related consum

er behavior and as 
creating the salient identity of C

ypriot consum
ers. 

This 
preferred 

social 
identity, 

how
ever, 

is 
not 

only reflected in a sense voluntary belonging to 
the aspired group or social class, but also in a 
perception of a strong norm

ative character or even 
pressure by the com

parative and/or identification 
group 

and 
even 

the 
m

edia. 
This 

norm
ative 

perception, how
ever, decreases w

ith achieving 
and establishing the accepted m

em
bership in the 

desired group and/or social class. The preferred 
social identity, in line w

ith Laverie (1995) creates 
the salient identity expressed by preferred identity 
or desired identity change, preferred lifestyle and 
the job role by sym

bolic consum
ption. Finally, the 

brand related consum
er behavior seem

s to be 
characterized by an excessive ‘show

 off’ behavior 
and a brand selection w

hich has to be differentiated 
by gender. The brand related consum

er behavior 
is sum

m
arized in the follow

ing figure 1.

Figure 1: B
rand related consum

er behavior of C
ypriots

The 
lim

itations 
of 

the 
research 

refers 
to 

its 
exploratory nature. E

xplanatory research based 
on inferential statistics is suggested to validate 
the qualitative research and to provide for w

eight 
and direction of the factors and to m

ore clearly 
differentiate brand related consum

er behavior as 
to socio-dem

ographic aspects, especially age. a 
further lim

itation refers to the lack of differentiation 
betw

een national and international brands. Last 
but not least, it is suggested to investigate possible 
contributions of retailing (i.e. in the sense of conative 
retailing), preferably in concerted strategies w

ith 
academ

ic education providers, to strike the balance 
tow

ards a m
ore individualistic, voluntary and self-

determ
ined 

identity 
developm

ent 
of 

the 
brand 

consum
ers 

considering 
 

seem
ingly 

neglected 
elem

ents of identity such as character or existential 
identity. This w

ould be in accordance w
ith the 

underlying m
ission of the m

icro sociological/m
icro 

psychological concept of identity in the sense 
that the consum

ers should draw
 other social or 

em
otional benefits from

 its application rather than 
only econom

ic ones (A
rnett et al, 2003). This 

aspect coupled w
ith the finding of norm

atively 
perceived influence of the com

parative and/or 
identification group m

ight be used as a starting 
point for research to develop brand consum

er 
behavior 

conceptualizations 
differentiated 

as 
to sm

all island populations.    S
uggestions for 

corporate 
brand 

strategies 
refer 

prim
arily 

to 
position the fam

ily and/or individual brand highly 
based on im

age, status and, in tendency, highly 
priced. TV

 advertising is recom
m

ended due to 

its high level of intim
acy penetration and status 

perception. A
nother preferable prom

otional m
ix 

elem
ent to be suggested refers to event m

arketing, 
as fashion show

s, executive parties and, m
ost 

im
portantly, charity events. The use of testim

onials 
representing the desired social identity is also 
recom

m
ended. 
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Introduction
The aim

 of the paper is to provide a m
ethod of 

analysis that can give a quantified description of 
the industrial interrelations am

ong regions. This 
approach indicates the degree to w

hich industrial 
and regional activities are dependent on the level 
of each industry operation in each region.

Theoretically, the specification of regional and 
interregional transactions w

ithin the interindustry 
or input – output fram

ew
ork requires that each 

com
m

odity flow
 be identified by industry and region 

of origin as w
ell as destination. That is, the total 

transactions of a region are presented in a form
 

w
hich, for each industry, those transactions taking 

place w
holly w

ithin the region are differentiated 
from

 those that are betw
een region. M

oreover, 
interregional flow

s are indentified as being on 
either 

interindustry 
or 

final 
dem

and 
account. 

Likew
ise, interregional flow

s are sim
ilarly identified 

as being directed tow
ards producers or ultim

ate 
consum

ers.

The 
additional 

elem
ent 

that 
enters 

into 
the 

interrelations 
of 

industries 
and 

regions 
is 

the 
regional 

consum
ption 

sector. 
Incorporating 

the 
regional consum

ption sector into the interindustry 
analysis requires that regional sector’s expenditures 
be disaggregated so as to indicate the am

ount 
that this sector alots to the consum

ption of each 
com

m
odity. This w

as accom
plished by m

eans of 
the consum

ption vector. This vector represents the 
industrial distribution of consum

er expenditures. 

M
ultipliers incorporating the interrelation betw

een 
producers and producers and regional or zone 
consum

ption sector give a quantified description 
of consum

ption patterns am
ong regions.

The interregional m
odel

The interregional flow
 table is a m

athem
atical 

expansion of the input – output m
odel. The use 

of superscripts A for zone A
, B

 for zone B
, and C

 
for zone C

, describes regions and regional flow
s. 

S
ectors are presented by subscripts.

Interpretation of the xij’ s is as follow
s: X

i is the 

output of sector i for the nation. 
, 

 and 
 

is the output of sector i for respective regions or 

precisely zones. 
 is the output of sector i to 

sector j from
 zone A to zone C

, and so on. The Y
’s 

require special interpretation.

The term
 final dem

and has tw
o m

eanings in regional 
input – output m

odels. The first corresponds to 
that em

ployed in national input – output analysis. 
In this case final dem

ands refers to those of the 
sectors in each region for w

hich no functional 
interindustry relation is postulated and w

hich m
ust 

be given or know
n from

 outside the system
. H

ere 
final dem

ands refer to the com
m

odity receipts 
of 

ultim
ate 

consum
ers. 

The 
second 

m
eaning 

m
akes provision for the fact that each region m

ay 
contribute to the com

m
odity receipts of ultim

ate 
consum

ers w
ho reside in regions outside of that 

in w
hich the com

m
odities are produced. In these 

sense final dem
ands refers as shipm

ents. The 
difference then is that the form

er relates to levels 
of industrial output.

The 
data 

requirem
ents 

for 
the 

solution 
of 

interregional m
odel are technical input requirem

ents 
for each sector in each region or zone and trade 
flow

s for goods betw
een zones.

To determ
ine trade coefficients w

e m
ust know

 how
 

m
uch each region purchases (r) for each good 

from
 every region, including itself. From

 the above 
data each region’s total receipts (R

) of every good 
are obtained by sum

m
ation.

In 
addition 

trade 
coefficients 

are 
obtained 

by 
division. S

ince they are proportions, the trade 
coefficients 

in 
any 

colum
n 

add 
up 

to 
unity. 

The m
atrix of interregional trade coefficients T 

represents for each com
m

odity the per cent of 
each region’s total receipts.

A 
m

atrix 
having 

both 
technical 

and 
trade 

characteristics 
can 

be 
derived 

from
 

the 
trade 

and technical coefficients m
atrices. This table TA 

represents the interregional interindustry m
odel. 

E
ach row

 of the table indicates the disposition 
of that part of the output of each sector in each 
region w

hich is delivered as interm
ediate products 

in each sector in each region. C
onversely reading 

dow
n a colum

n indicates the am
ount of each 

sector’s output in each region requires by the 
sector associated by the colum

n to produce a unit 
of output

U
sing the above sym

bolic notation, if TA is the 
m

atrix 
of 

direct 
interindusty 

requirem
ents, 

the 
interindustry m

ultiplier of total requirem
ents m

atrix 
is of the form

 (I – TA
) – 1. These interregional 

m
ultipliers incorporate the direct plus all indirect 

input requirem
ents that w

ould result from
 a unit 

change in the activities of any specific sector.

Interregional 
interindustry 

m
ultipliers 

can 
be 

derived 
for 

each 
of 

the 
zone 

system
. 

These 
m

ultipliers 
are 

a 
quantified 

representation 
of 

the interrelation betw
een sectors and zones as 

producers and consum
ers of interm

ediate inputs. 
H

ow
ever, an additional elem

ent enters into the 
interrelation of sectors and zones. That is the 
regional consum

ption sector.

A
ssum

ing that the ratio of zone production for the 
zone consum

ption to total zone production rem
ains 

constant, it is possible to determ
ine the am

ount of 
production generated by this sector per euro of 
zone industry production. If P is total production 
by zone sectors and C

 is the am
ount of zone 

production consum
ed by the zone consum

ption 
sector, the m

ultiplier is of the form
:

K
= 

 

G
iven 

these 
m

ultipliers, 
zone 

consum
ption 

expenditures can be related to each industry’s 
activity 

as 
follow

s. The 
am

ount 
of 

production 
generated per unit of industry’s output is represented 
by the coefficients of Interregional interdependence 
m

atrix. S
um

m
ing these coefficients for each sector 

in each zone yields total production generated by 
a unit of the sector’s production. This value tim

es 
the zone consum

ption m
ultiplier yields total zone 

consum
ption sector expenditures per unit of each 

sector’s output.

M
ultipliers incorporating industrial and consum

er 
interrelations, can be represented sym

bolically 
as M

 = (i – ta
)-1 + (i-ta

)-1 C
M

k
 w

here C
 is 

the consum
ption vector show

ing the industrial 
com

position 
of 

national 
consum

ption 
sector 

expenditures. M
 is the zone sector m

ultiplier, and 
K

 represents the zone consum
ption m

ultiplier
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E
m

pirical R
esults

The em
pirical im

plem
entation of the interregional 

m
odel 

w
as 

accom
plished 

by 
using 

regional 
from

 2000 data of com
m

odity flow
s betw

een the 
zones.

The G
reek nation is divided into three distinct 

geographical zones. The m
odel com

prises sixteen 
productive sectors, after aggregation of the 2000 
input – output table. The dom

estic output of sector 
j, m

easured in euro.

The first set of param
eters are the trade coefficients, 

Table 1.   A m
atrix having both technical and 

trade characteristics is the m
atrix ta

, table a - 1 
(A

ppendix).

A
n 

indication 
of 

the 
relation 

betw
een 

trade 
dependence 

and 
the 

interregional 
effect 

of 
interindustry activity is found in Table 2.  The 
coefficients in this table are m

ultipliers indicating 
the direct plus indirect interindustry effect that a 
unit of each sector’s production in each zone has 
on the level of econom

ic activity in each zone. 
Thus, a euro’ s w

orth of agriculture, hunting, 
forestry 

in 
zone 

A 
(N

orth 
G

reece) 
generates 

0.1488 and 0.0334 w
orth of econom

ic activities in 
zone B

 and C
 of G

reece, respectively. S
im

ilarlry 
a euro’s w

orth of the sam
e com

m
odity produced 

in zone B
 (C

entral G
reece) generates 0.0743 and 

0.0175 of activity in zone A and zone C
, w

hile the 
corresponding production in zone C

 (Islands of 
A

egean and K
rete) generates 0.0767 and 0.0903 

in econom
ic activity in zone A and zone B

.

TA
B

LE 1 - TR
A

D
E C

O
EFFIC

IEN
TS - ZO

N
E A

, B
  and C

 of G
reece, 2000.

TA
B

LE 2 - IN
TER

R
EG

IO
N

A
L IN

TER
IN

D
U

STRY M
U

LTIPLIER
S - ZO

N
E A

, B
, C

 of G
reece, 2000.

S
um

m
ing each of these sets of figures in each of 

the three zones, give the total output generated 
from

 each sector, in the nation as a w
hole. S

o, 
the total interregional interindustry m

ultipliers are 
com

prised of the output generated in the three 
zones.  

For exam
ple, a one euro increase of output for 

agriculture, hunting, forestry output in zone A
, 

w
ill have an increase in output in the zone’s. A 

econom
y by 1.2976.

The largest interregional m
ultiplier is found in zone 

B
 construction sector 2.4378. the second largest 

interregional m
ultiplier is associated w

ith the zone’s 
B

 financial interm
ediation sector 2.3093.

The M
ultipliers presented previously indicate the 

degree to w
hich industrial and zone activities 

are dependent on the level of each industry’s 
operation in each zone. M

ultipliers effects are 
related 

to 
the 

technology 
and 

organization 
of 

sectors at a given tim
e, in this case 2000. The 

tim
e elem

ent is im
portant because the technology 

and organization influence interregional logy and 
organization influence interregional interindustry 
interactions. A

lso the values of zone m
ultipliers 

are related to the size and diversity of the zone 
econom

y. The tendency is for m
ultiplier values to 

be greater the larger the region.

R
anking sectors on the basis of their interindustry 

interregional m
ultipliers, Table 5, show

s rem
arkable 

sim
ilarities in the industrial structures of the three 

zones. This indicate that per unit of product, the 
total national effect of a sector is invariant to 
production location.
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TA
B

LE 3 - IN
D

U
STR

IA
L D

ISTR
IB

U
TIO

N
 O

F C
O

N
SU

M
PTIO

N
 EXPEN

D
ITU

R
E

W
ith respect to the values of   k  for N

orth G
reece 

(zone A
), C

entral G
reece (zone B

), and Islands of 
a

egean and C
rete (zone C

) are 1.4901, 1.5647, 
1.3984 respectively. the estim

ated interregional 
m

ultipliers tim
es the above consum

ption m
ultipliers 

yields total zone consum
ption sector expenditures 

per unit of each sector output.  Incorporating 
the zone consum

ption sector into the analysis 
requires that the zone sector’s expenditures be 
disaggregated so as to indicate the am

ount that this 
sector alots to the consum

ption of each com
m

odity. 
This is done by m

eans of the consum
ption vector 

presented 
in 

Table 
3. 

This 
vector 

represents 
the average distribution of  national consum

er 
expenditures.

H
aving determ

ined the effect on zone consum
ption 

of each com
m

odity per unit of production in each 

zone, 
m

ultipliers 
incorporating 

the 
interrelation 

betw
een 

producers 
and 

betw
een 

producers 
and 

the 
regional 

or 
zone 

consum
ption 

sector 
can be obtained, table  a - 3 (a

ppendix). the 
coefficients in this table indicate the m

agnitude 
of 

interdependence 
betw

een 
industries 

both 
as 

suppliers 
of 

interm
ediate 

products 
and 

of 
consum

er goods to the zone consum
ption sector. 

The regional or zone consum
ption pattern w

hen 
interindustry and regional consum

ption sectors 
are incorporated into the m

ultiplier analysis, is 
indicated in table 4.

The pattern of structural sim
ilarity is m

aintained 
w

hen the regional consum
ption sector is included 

in the m
ultiplier calculation, Table 6.

TA
B

LE 4 IN
TER

R
EG

IO
N

A
L IN

TER
IN

D
U

STRY A
N

D
 R

EG
IO

N
A

L C
O

N
SU

M
PTIO

N
 SEC

TO
R

 
M

U
LTIPLIER

S - ZO
N

E A
, B

, C
 of G

reece, 2000
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R
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C
onclusions

The objective of this paper w
as to construct step 

by step a m
odel for the estim

ation of interregional 
interindustry 

im
pacts 

of 
activity 

changes 
and 

consum
ption patterns w

ithin a regional system
. In 

this study the interregional interindustry m
odel has 

been em
pirically im

plem
ented for a regionalised 

G
reek econom

y consisting of three broad zones.

The results of estim
ating interregional interindustry 

m
ultipliers 

and 
regional 

or 
zone 

consum
ption 

m
ultipliers w

ould be helpful to regional analysis 
and regional consum

ption patterns in general.

Interregional interindustry m
ultipliers estim

ated for 
the three zones system

, could be used to show
 

w
hat producing sectors and in w

hat extent could 
give the m

axim
um

 econom
ic grow

th in each zone. 
Furtherm

ore, m
ultiplier effects are related to the 

size and diversity of the zone econom
y.

R
anking sectors on the basis of their m

ultipliers, 
show

s 
rem

arkable 
sim

ilarities 
in 

the 
industrial 

structure of the three zones. This m
eans that per 

unit of product, the total national effect of a sector 
in invariant to production location.

The regional consum
ption pattern of structural 

sim
ilarity 

carries 
out 

to 
the 

consum
ption 

m
ultipliers.

There is an indication that the im
pact of a sector 

to others does not coincide w
ith the im

pact of 
one sector on the nation as a w

hole. This im
plies 

that projects designed to stim
ulate those sectors 

w
hich have the greatest im

pact in the zones, w
ill 

not coincide w
ith those w

hich have the greatest 
im

pact on national activities.

The estim
ated m

ultipliers are realistic because the 
data are based on regional and are not based on 
national data. From

 this standpoint, attem
pts to 

introduce a greater m
easure of com

patibility into 
regional input – output tables w

ould be beneficial 
to interregional m

odel.

W
hile there is em

pirical lim
itations of this study, 

they do not prevent the basic objective. W
hat 

has been attem
pted is the construction of an 

interregional 
m

odel 
w

ith 
regional 

consum
ption 

patterns. The m
odel is generally applicable and 

the study provide a general indication for further 
research.

R
eferences

B
atey P.W

.J and W
eeks 1990, “The effects of 

H
ousehold 

D
isaggregation 

in 
E

xtended 
Input 

– 
O

utput 
M

odels, 
C

ivic 
D

esign 
D

epartm
ent, 

U
niversity of Liverpool, W

orking P
aper 36.

B
atey P.W

.j., M
adden M

., and W
eeks M

. 1987 
“H

ousehold Incom
e and E

xpenditure in E
xtended 

Input – O
utput M

odels: A com
parative Theoretical 

and 
E

m
prical 

A
nalysis, 

Journal 
of 

R
egional 

S
cience, Vol 27, N

o 3.

B
lackw

ell 
j. 

1978, 
“d

issaggregation 
of 

the 
H

ousehold S
ector in R

egional Input – O
utput 

A
nalysis: 

S
om

e 
M

odels 
S

pecifying 
P

revious 
R

esidence of W
orker”. R

egional S
tudies 12, no 3.

D
ietzenbacher E

. and Lahr M
.L, 2000 Introduction 

in M
.L Lahr and E

. D
ieetzenbacher (eds) Input – 

O
utput A

nalysis: Frontiers and E
xtensions (London 

M
acm

illan).

G
illen W

.j. and G
uccione a

. 1980, “interregional 
Feedbacks in Input – O

utput M
odels: S

om
e Form

al 
r

esults”. journal of r
egional S

cience 20 no 4.

H
artw

ick, J. M
. 1971 “N

otes on the Isard and 
C

henery – M
oses Interregional Input – O

utput 
M

odels”. Journal of R
egional S

cience 11, no 1.

Isard W
. 1951 “R

egional and Interregional Input 
– O

utput A
nalysis: A M

odel of a S
cace E

conom
y” 

R
eview

 of E
conom

ics and S
tatistics 33.

k
atz j.l. and B

urford r
.l. 1987, S

hortcut M
ultiplier 

Form
ulas for Interregional Input – O

utput M
odels, 

r
eview

 of r
egional S

tudies, 17:31 – 45.

Leontief W
. and S

trout A
., 1963, “M

ultiregional Input 
– O

utput A
nalysis”. S

tructural Interdependence 
and E

conom
ic D

evelopm
ent, ed. by Tibor B

arna, 
N

ew
 York: st. M

artin’s P
ress.

Lunch G
., P

ow
ell A

.A
., and W

illiam
s R

. 1977, 
P

atterns 
in 

H
ousehold 

D
em

and 
and 

S
avings. 

O
xford: O

xford U
niversity P

ress.

M
iller r

.e
. and B

lair P.d
., 1985, input – O

utput 
A

nalysis: Foundations and E
xtensions, E

nglew
ood 

C
liffs: P

rentice – H
all.

M
oses L., 1955 “The S

tability of Interregional 
Trading P

atterns and Input – O
utput A

nalysis”. 
A

m
erican E

conom
ic R

eview
, Vol X

LV.

M
oses L., 1960, “A G

eneral E
quilibrium

 M
odel of 

P
roduction, Interregional Trade and Location of 

industry”, r
eview

 of e
conom

ics and S
tatistics, 42, 

no 4.

P
olenske k

.r
., 1980, the u

.S
. M

ultiregional input 
– O

utput A
ccounts and M

odel. Lexington, M
ass: 

Lexington B
ooks.

R
ound, 

Jeffery 
I. 

2001. 
“Feedback 

E
ffects 

in 
Interregional 

Input 
– 

O
utput 

M
odels: 

W
hat 

H
ave W

e Learned?” in M
ichel L. Lahr and E

rik 
D

ietzenbacher (eds.), Input – O
utput A

nalysis: 
Frontiers and E

xtensions. London: M
acm

illan, p.p. 
yyy-zzz.

Treyz 
G

.I 
&

 
P

etraglia 
L. 

(2000) 
C

onsum
ption 

equations for a m
ultiregional forecasting and policy 

analysis m
odel, in: M

.L. Lahr and R
.E

. M
iller (eds.) 

E
conom

ics from
 R

egional S
cience P

erspectives 
(A

m
sterdam

, E
lsevier S

cience).

W
est G

.r
. 1981a  a

n e
fficient a

pproach to the 
E

stim
ation of R

egional Input – output M
ultipliers, 

e
nvironm

ent and P
lanning a

, 13: 857 – 867.

W
est G

.r
. 1981b G

eneration of r
egional input – 

O
utput Tables (G

R
IT): A

n Introspection. D
epartm

ent 
of E

conom
ics, U

niversity of Q
ueensland, W

orking 
P

aper N
o 21, M

ay 1981.



I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

80
81

I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

P
E

R
C

E
P

TIO
N

 O
F C

H
O

C
O

LATE
 B

R
A

N
D

S
 

IN
 TH

E
 C

ZE
C

H
 M

A
R

K
E

T: TH
E

 C
A

S
E

 O
F 

D
O

R
IN

A

N
e

N
a

d
 P

e
r

ić
U

N
IV

E
R

S
ITY O

F ZA
G

R
E

B
, C

R
O

ATIA

V
e

S
N

a B
r

č
ić

 - S
tiP

č
e

V
ić

U
N

IV
E

R
S

ITY O
F ZA

G
R

E
B

, C
R

O
ATIA 

IR
E

N
A G

U
S

ZA
K

U
N

IV
E

R
S

ITY O
F ZA

G
R

E
B

, C
R

O
ATIA

A
bstract

C
om

panies’ 
environm

ents 
today 

change 
m

ore 
rapidly than ever. B

eing an integral part of any 
com

panies’ 
environm

ent, 
consum

ers 
change 

quickly too. C
onsum

ers’ behaviour, their needs, 
preferences, 

perceptions 
and 

buying 
pow

er 
change and it is up to com

panies to m
ake sure 

they follow
 all relevant changes closely. In order to 

do so, m
arket research is perform

ed. 

This paper investigates perception of the C
roatian 

chocolate brand D
orina in the C

zech m
arket. The 

biggest C
roatian confectionery m

anufacturer K
raš 

is present on the C
zech m

arket for quite som
e 

tim
e, but its chocolate brand D

orina held 1%
 of 

C
zech m

arket in 2007. W
hy w

as that so and how
 

could K
raš im

prove w
ere questions w

e aim
ed to 

investigate. 

In order to reach the answ
ers, a prim

ary research 
w

as conducted. B
ased on data already available 

and internal K
raš resources, the fram

ew
ork for a 

qualitative research w
as developed. The em

pirical 
study w

as perform
ed in a form

 of focus groups w
ith 

D
orina consum

ers. O
bjectives w

ere defined as 
obtaining m

ore insight into perception of chocolate 
as a category and perception of D

orina brand in 
the 

C
zech 

m
arket. 

The 
research 

propositions 
w

ere: 1. perception of chocolate as a category 
should be observed through m

ultiple dim
ensions, 

such as functional characteristics and em
otions; 2. 

D
orina is perceived as a m

iddle segm
ent brand, 

from
 a trusted producer; 3. D

orina needs to be 
m

ore visible on the m
arket. There w

ere 6 focus 
groups held in S

eptem
ber 2007, w

ith five to ten 
participants in each focus group.

A
nalysis 

of 
data 

gathered 
pointed 

out 
that 

chocolate category could be perceived through 
products’ 

functional 
characteristics, 

em
otions 

related 
to 

consum
ption 

(before 
and 

after 
consum

ption), types of chocolate and situational 
factors of consum

ption. C
zech consum

ers can 
place 22 chocolate brands present on their m

arket 
into 

three 
m

ajor 
segm

ents: 
prem

ium
, 

m
iddle 

and low
er segm

ent. B
oth propositions related to 

D
orina brand w

ere also supported by the research 
results. D

orina is perceived as a quality product 
from

 a trusted producer. H
ow

ever, its packaging 
needs adjustm

ents, assortm
ent should be w

idened 
and distribution index increased, as w

ell as the 
prom

otion efforts. 

The paper ends w
ith recom

m
endations to the 

producer on how
 the m

arket share for D
orina 

could be increased. The added value of the paper 
reflects in the overview

 of the C
zech chocolate 

m
arket from

 the C
roatian producer’s point of view

 
and the internationalisation of C

roatian brands, 
as the findings could be useful not only to K

raš 
in aspect to its brand D

orina and other active 
brands in the C

zech m
arket, but to other C

roatian 
exporters to the m

arket of the C
zech R

epublic. 

K
ey w

ords: chocolate, perception, D
orina, C

zech 
m

arket

E
-m

ail: nperic@
kras.hr 

P
hone.: +385 91 239 6238

E
-m

ail: vbrcic@
efzg.hr  

P
hone.: +385 1 238 3383

E
-m

ail: iguszak@
efzg.hr

P
hone: +385 1 238 3384

Introduction
in the 1990-ties C

roatia began the process of 
transform

ation into an open econom
y. Transition 

brought 
about 

com
petition 

and 
opened 

doors 
for 

C
roatian 

com
panies 

to 
step 

out 
into 

the 
region. A

lthough C
roatian biggest confectionery 

m
anufacturer K

raš is not a new
com

er to the 
C

zech chocolate m
arket, it is affected by the rapid 

environm
ent changes and needs to stay on top of 

them
. 

In K
raš’s dom

icile m
arket the com

petition w
as 

m
ore severe every day and a characteristic of 

the 
confectionery 

products 
being 

price 
elastic 

pointed the com
pany tow

ards the regional m
arket. 

A
s a confectionery m

anufacturer, in the C
zech 

R
epublic K

raš had a m
arket share of 2,9%

 in 2006 
(D

atam
onitor, 2007). H

ow
ever, its m

arket share 
in chocolate products w

as close to 1%
. In order 

to identify how
 could K

raš strengthen its m
arket 

position and gain m
ore m

arket share, a research 
w

as perform
ed.  

This paper investigated perception of the C
roatian 

(K
raš) chocolate brand D

orina in the C
zech m

arket. 
A

s D
orina held 1%

 of C
zech m

arket, w
e aim

ed to 
investigate w

hy w
as that so and how

 could K
raš 

im
prove. 

In order to reach the answ
ers, a prim

ary research 
w

as conducted. B
ased on data already available 

and internal K
raš resources, the fram

ew
ork for a 

qualitative research w
as developed. The em

pirical 
study w

as perform
ed in a form

 of focus groups w
ith 

D
orina consum

ers. O
bjectives w

ere defined as 
obtaining m

ore insight into perception of chocolate 
as a category and perception of D

orina brand in 
the C

zech m
arket.

This paper is organised in 5 sections. A
n introduction 

is follow
ed by description of confectionery m

arket in 
C

entral E
urope and a closer insight into the C

zech 
chocolate m

arket. In the m
ethodological chapter 

described are goals, content and the m
ethodology 

of conducted research. N
ext are research findings 

and discussion, w
hile the paper ends w

ith final 
rem

arks. 

C
haracteristics of the confectionery 

m
arket in the C

entral E
urope

Total com
bined sales for the Top 100 confectionery 

com
panies in the w

orld hit $91 billion in 2007, 
an 

$10 
billion 

increase 
since 

2006 
(R

ogers, 
2008). G

lobal players are increasingly targeting 
developing m

arkets (H
ughes, 2008), so C

roatia’s 
entry into integration processes and elim

ination 
of trade barriers encouraged arrival of further 
m

anufacturers to C
roatian confectionery m

arket. 
That led C

roatia in 2006 to a high tenth place of all 
C

aobisco’s trade partners as it w
as a destination 

w
here 2,1%

 of extra E
U

25 confectionery exports 
w

ere absorbed (C
aobisco, 2007). H

ow
ever, priority 

for C
roatian confectionery m

anufacturers stays 
the dom

icile m
arket w

here they realise m
ajority 

of their profits, but described trends provoked a 
necessity to observe the confectionery m

arket 
w

ithin the region. 

A
nother trend that supports m

onitoring of the 
regional 

confectionery 
m

arket 
is 

increase 
of 

confectionery 
consum

ption 
in 

C
roatia 

(m
arket 

potential is approxim
ately 80.000 tons per year). 

N
evertheless, despite that grow

th in consum
ption, 

C
roatian 

confectionery 
m

arket 
is 

becom
ing 

saturated and m
ajor dom

estic m
anufacturers are 

loosing their m
arket shares. A

ccording to R
ajh, 

Vranešević &
 tolić (2003) research results, d

orina 
had 35%

 m
arket share w

hile M
ilka had 59%

 in 
2003. H

ence, entering regional m
arkets is an 

im
perative for C

roatian m
anufacturers to survive.

R
ecent 

m
arket 

reports 
indicate 

that 
a 

strong 
polarization of the m

arket is occurring: consum
ers 

prefer 
either 

prem
ium

 
products 

or 
cheaper 

products. The chocolate m
arket is undergoing a 

congruent change in the nature of the dem
and 

for chocolate (iC
C

O
, 2008). O

n one side, there 
is an increasing appeal of prem

ium
 chocolates 

(ibid.) and on the other side, increase in m
arket 

shares of cheaper products, that is, private label 
products (W

illm
er, 2007). M

arket research results 
indicate that the retail brand m

arket grew
 strongly 

in E
urope from

 2005 to 2006. W
estern countries 

had a significant private labels grow
th, despite 

strong 
com

petition 
from

 
brands, 

how
ever, 

the 
biggest change occurred in C

entral and E
astern 

E
urope. 

Large 
private 

label 
chocolate 

m
arket 

share increases w
ere observed in C

zech R
epublic, 

H
ungary, P

oland and S
lovakia (ibid.).

C
roatian 

consum
ers 

have 
less 

buying 
pow

er 
every day and they often turn to private label 
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products, w
hose value m

arket share for chocolate 
increased from

 8%
 in 2006 to 15%

 in 2007 (G
fk, 

2008), and to cheaper products from
 P

oland, 
R

om
ania, S

lovakia, C
zech R

epublic, B
ulgaria and 

especially Turkey. C
onfectionery m

anufacturers 
from

 m
entioned countries have low

er input costs, 
prim

arily for labour and raw
 m

aterials, so they can 
engage in price com

petition in C
roatian m

arket. 

H
ow

ever, the sam
e m

arkets, in particularly ex 
Yugoslavia countries and C

entral E
urope (C

zech 
R

epublic, S
lovakia, H

ungary, P
oland, R

om
ania, 

B
ulgaria) are attractive to C

roatian confectionery 
m

anufacturers. M
ost of these countries are the 

E
uropean U

nion m
em

bers and trade is free of 
custom

s’ taxes, w
hich is a fundam

ental precondition 
for effective sales and m

arket com
petitiveness.

The follow
ing tables w

ill dem
onstrate the chocolate 

m
arket potentials in C

entral E
urope. 

N
estle S

.A
. is the strongest m

anufacturer in the 
region, apart from

 H
ungary and P

oland. K
raš is 

visibly present in only one m
arket of the region 

and has a 3%
 m

arket share in C
zech R

epublic in 
2006. 

Table 1. C
onfectionery m

anufacturers’ m
arket shares (value) in 2006, in %

S
ource: D

ATA
M

O
N

ITO
R

 – 2007 R
eport

Table 2. C
hocolate consum

ption in C
entral Europe, in 000 tons

S
ource: D

ATA
M

O
N

ITO
R

 – 2007 R
eport

From
 data in Table 2. it is visible that the chocolate 

m
arket in the region is constantly increasing in the 

observed period at the rate of 3%
 annually. In the 

next segm
ent, w

e describe the C
zech chocolate 

m
arket in m

ore details. 

C
hocolate m

arket in the C
zech R

epublic
In last 6 years, the C

zech consum
ers ate over 

40,000t chocolate every year, w
ith a constantly 

increasing 
trend 

(D
atam

onitor, 
2007). A

n 
also 

increasing 
trend 

is 
the 

share 
of 

private 
label 

confectionery, w
hich w

ent from
 5,7%

 to 18,6%
 

of the m
arket betw

een 2005 and 2006 (W
illm

er, 

2007). There w
ere 25 different chocolate brands 

present in the m
arket in 2006 (P

M
G

, 2006): 

Lindt 
Figaro (K

JS
) 

K
inder 

A
fricana 

(K
JS

) 
G

orenjka 
O

rion (N
estle) 

M
anner 

S
chogetten 

P
ionir 

C
ote D

i O
re 

N
estle 

M
ilka (K

JS
) 

Toblerone 
K

ent 
B

al 
S

tollw
erck 

D
orina O

lim
p 

W
avel 

Zora 
(N

estle) R
itter S

port 
A

lpen G
old 

K
andit 

U
lker 

M
ilano

Their m
arket positions are show

n in 3 follow
ing 

pictures, 
describing 

chocolate 
brand 

quantity 
and 

value 
m

arket 
shares, 

together 
w

ith 
the 

m
anufacturers’ m

arket positions.

Picture 1. Q
uantity m

arket shares of the m
ost im

portant brands in the C
zech m

arket

S
ource: P

M
G

, 2006 report

The m
ost sold brands are Figaro and O

rion, 
follow

ed by M
ilka, w

hile all other brands have less 
than 5%

 The strongest brands m
easured in value 

m
arket shares are again Figaro and O

rion, but 
w

ith a bit low
er shares, w

hich indicates that these 
tw

o brands are low
er price products. M

ilka’s value 
share is third, but bigger than its quantity share. It 
is follow

ed again by Zora, K
inder and A

fricana. 

In the m
anufacturers’ m

arket share structure, the 
dom

inant com
pany is the K

JS
 w

ith 52%
 and N

estle 
follow

s w
ith also strong 30%

. Ferrero has 3%
, just 

like the ZW
C

 M
ilano P

oland, S
tollw

erck has 2%
 and 

than appears K
raš w

ith 1%
. O

ther m
anufacturers 

sell 9%
 of total confectionery quantities in the 

C
zech m

arket. In P
aul R

ogers’ list of the Top 100 
global confectionery com

panies K
raš took 57th 

place and none of the C
zech m

anufacturers m
ade 

the list (2008). 
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Picture 2. Value m
arket shares of the m

ost im
portant brands in the C

zech m
arket

S
ource: P

M
G

, 2006 report

Picture 3. Q
uantity m

arket shares of the m
ost im

portant m
anufacturers in the C

zech m
arket

S
ource: P

M
G

, 2006 report

K
raš in the C

zech m
arket

K
raš is present in the C

zech confectionery m
arket 

for num
erous years. M

arket entry strategies varied 
over the tim

e, resulting in a decision to operate 
through ow

n branch office. S
uch an approach 

requires com
plete infrastructure developm

ent and 
closer analysis and m

onitoring of the m
arket. 

First results of such an approach w
ere a narrow

ed 
assortm

ent, that is, focus on som
e 40 products, 

and a 2%
 m

arket share of the G
riotte brand in the 

pralines segm
ent. A

nother K
raš’s brand, strong 

in the dom
estic m

arket, is chocolate D
orina. In 

the C
zech m

arket, D
orina is present in m

inor 
quantities and it should m

ake an effort to increase 
its presence. M

ain aim
s in these efforts should 

be increased sales and m
arket share, distribution 

channels set up and augm
ented distribution index. 

H
ow

ever, in order to define priorities and tactics, 
it is necessary to analyse the chocolate m

arket in 
detail. W

e researched the perception of chocolate 
brands in the C

zech m
arket, w

hich w
ill be described 

in the next paragraphs.

P
erception of chocolate brands in the 

C
zech m

arket
A brand of the product is often used to identify its 
origin: w

ho produced it and w
ho is responsible 

for it (Vranešević et al, 2008). in order to m
anage 

a brand properly, it is necessary to realise the 
relationship betw

een the brand and its consum
er 

(Vranešević, 
2007). 

it 
is 

therefore 
highly 

relevant for food producers and retailers, am
ong 

others, to gain insight into the consum
er quality 

perception process in order to reach the desired 
position in the food m

arketplace (H
ansen, 2005). 

Inform
ation on category and m

arket perception 
are the basics so as to evaluate the consum

ers’ 
opinion, brands’ positions and the potential of 
the ow

n brand. C
hocolate is an indulgent, rather 

than essential, food group (H
ughes, 2008) and a 

consum
er perceives it as a product that arouses 

m
any em

otions, delight, pleasure, relaxation and 
even an ‘addiction’. H

ow
ever, as the aroused 

em
otions vary, other consum

ers’ characteristics 
differ 

too, 
such 

as 
needs, 

w
ants, 

habits 
and 

behaviour (Vranešević, Vignali, Vrontis, 2008). it is 
inadequate to observe all chocolate consum

ers as 
one unit, so consum

ers are segm
ented according 

to their needs, w
ants, habits and behaviour. In 

product and brand developm
ent, m

anufacturers 
choose the segm

ents they plan to target and 
position, and create their product lines accordingly. 
S

egm
entation, targeting and positioning process 

could 
em

ploy 
various 

criteria 
(ibid.). 

O
ne 

of 
the criteria sets used for positioning chocolate 
products is quality and price (K

otler, 2003). W
ithin 

the category, products are classified into:

high class (prem
ium

) chocolate

m
iddle class chocolate

low
er class chocolate.

H
igh class products are thought to have good 

quality, excellent taste, exclusiveness, attractive 
packaging, prom

otion, higher prices and the target 
m

arket are high incom
e consum

ers, hedonists.

M
iddle class products are thought to have a bit 

w
eaker quality and taste than high class products, 

they are distributed through big form
at stores, 

prom
otion is frequent, price is low

er than high 
class products, target m

arket are m
iddle incom

e 
consum

ers, w
ho do not understand the chocolate 

too w
ell and are satisfied w

ith the average quality.

Low
er class products are thought to have poor 

taste due to low
er quality ingredients, w

eak identity 
and low

 prices, target m
arket are low

 incom
e and 

price sensitive consum
ers.

•••

R
esearch m

ethodology
D

etecting em
otions, beliefs and attitudes related 

to brands is possible in various w
ays, including 

qualitative 
research 

techniques 
(Vranešević, 

2007). R
esearch should provide cognition of how

 
consum

ers 
perceive 

the 
brand 

in 
com

parison 
to 

com
petitors, 

w
hat 

is 
the 

perceived 
brand 

quality, w
hat elem

ents consum
ers consider w

hen 
evaluating a brand, how

 w
ould they evaluate the 

price-quality ratio, is there a relationship betw
een 

consum
er characteristics and their brand quality 

perception and buying behaviour, etc. (ibid.). 

B
ased on data already available and internal K

raš 
resources, the fram

ew
ork for a qualitative research 

w
as developed. The em

pirical study w
as perform

ed 
in a form

 of focus groups w
ith D

orina consum
ers. 

Focus groups involve carefully planned discussions 
w

ith usually six to tw
elve people, developed to 

elicit participants’ range of opinions across several 
groups (K

ehagia et al, 2007; M
alhotra &

 B
irks, 

2003; M
arušić &

 Vranešević, 2001). the m
ethod 

aim
s to gain insights by creating an environm

ent 
w

here participants feel sufficiently relaxed to reflect 
and portray their feelings and behaviours, at their 
pace and using their language and logic (M

alhotra 
&

 B
irks, 2003). 

In addition, because of their participatory nature, 
focus groups are exploratory and open to them

es 
not anticipated by the researcher (C

alder, 1977; 
M

alhotra &
 B

irks, 2003). M
alhotra and B

irks (2003) 
defined a list of advantages focus group technique 
offers over other data collection techniques and 
called 

them
 

the 
10 

S
s: 

synergy, 
snow

balling, 
stim

ulation, 
security, 

spontaneity, 
serendipity, 

specialisation, 
scientific 

scrutiny, 
structure 

and 
speed. Focus group disadvantages are called 
the 5 M

s: m
isjudgem

ent, m
oderation, m

essiness, 
m

isrepresentation and m
eeting (ibid.). A

ccordingly, 
in the research process, w

e benefited from
 focus 

group 
advantages 

and 
w

ere 
highly 

aw
are 

of 
disadvantages. 

O
bjective of this research w

as to gain insight 
into perception of chocolate as a category and 
perception of D

orina brand in the C
zech m

arket. 
A

im
s w

ere to gain insight into the perception of: 

chocolate as a category

chocolate brands, w
ith focus on D

orina

im
age of D

orina 

•••
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strengths and w
eaknesses of D

orina.

The research propositions w
ere: 

P
erception of chocolate as a category should 

be observed through m
ultiple dim

ensions, such 
as functional characteristics and em

otions.

D
orina is perceived as a m

iddle segm
ent 

brand, from
 a trusted producer. 

D
orina needs to be m

ore visible on the m
arket.

There w
ere 6 focus groups held in S

eptem
ber 

2007, w
ith five to ten participants in each focus 

group. 
P

articipants 
w

ere 
allocated 

to 
focus 

groups according to their age and each session 
lasted 

about 
2 

hours. 
R

esearched 
population 

w
as chocolate consum

ers, that is, consum
ers of 

D
orina chocolates. The location of research w

as 
P

rague, C
zech R

epublic, and participants w
ere 

invited to participate in the research in stores 

•1.2.3.

A
hold 

H
ipernova, 

Tesco 
and 

G
lobus, 

plus 
a 

w
holesale facility Luboš D

ejl. Focus groups w
ere 

held in the store facilities. D
iscussions w

ere video 
and audio taped, so that the m

oderator can focus 
on conversation. M

oderator w
as a research team

 
m

em
ber, fluent in local language. 

The question guide w
as prepared to facilitate 

covering 
of 

all 
research 

areas 
and 

gathering 
sufficient 

inform
ation 

to 
answ

er 
the 

research 
questions. The question guide for these focus 
groups is in brief show

n in Table 3.

D
etailed question guide w

as initially developed in 
C

roatian and then translated to C
zech. Iteration 

w
as conducted in order to ensure persistency in 

m
eaning and then the final version in C

zech w
as 

developed.

C
haracteristics of each focus group are show

n in 
table 4.

Table 3. Focus groups question guide

Table 4. B
reak dow

n of participants in focus groups

The opinions, inform
ation and suggestions of the 

participants in the focus groups w
ere transcribed. 

C
ontent 

analysis 
(W

ilkinson, 
2004) 

of 
the 

transcripts w
as carried out by disaggregating the 

data into m
eaningful and related parts. R

esults of 
the analysis are described in the next section.

R
esearch results

A
fter the general introduction, initial topic in focus 

groups discussions w
as perception of chocolate 

as a product category. P
articipants listed their 

associations to chocolate, w
hich w

ere classified 
into types of chocolate, em

otions that chocolate 
enhances, situations w

hen chocolate is consum
ed 

and chocolate’s functional characteristics. 

A
s 

various 
types 

of 
chocolate, 

participants 
differentiated 

dark, 
plain, 

m
ilk, 

hazelnuts, 
and 

filled. E
m

otions that eating chocolate enhanced 
w

ere 
happiness, 

carelessness, 
aphrodisiac, 

energy, 
addiction, 

contentm
ent 

and 
pleasure. 

C
hocolate 

is 
usually 

consum
ed 

during 
sport 

activities, 
rest, 

w
atching 

TV
 

and 
reading. 

A
s 

functional 
characteristics 

of 
chocolate 

w
ere 

identified sw
eetness, good taste and fullness of 

taste. These findings support the proposition 1, 
nam

ely, perception of chocolate as a category 
should be observed through m

ultiple dim
ensions 

and 
this 

research 
identified 

four 
dim

ensions. 
The dim

ensions of perception of chocolate as a 
category are show

n in P
icture 4.

R
esearch results indicate that for m

ost participants 
chocolate 

provokes 
positive 

em
otions 

that 
stim

ulate relaxation. M
ale participants m

ore often 
m

entioned energetic effects of eating chocolate, 
w

hile fem
ales focused m

ore on its stim
ulant to 

relaxation. 

P
articipants use chocolate as a cure to daily 

negative em
otions, such as nervousness, stress, 

fatigue and tension, because it helps to bring about 
positive em

otions and good vibrations. E
m

otions 
before and after consum

ption of chocolate are 
show

n in P
icture 5.

Picture 4. A
ssociations to chocolate

Feelings and m
oods after chocolate consum

ption 
are divided into positive and negative ones. A

s 
positive effects, m

ost participants listed energy, 
delight, 

relaxation 
and 

enjoym
ent. 

N
egative 

em
otions occur rarely, but those that do occur 

are rem
orse, fear of gaining w

eight and fear of 
blisters. 

In the next segm
ent of research, participants w

ere 
asked questions about chocolate brands in the 
C

zech m
arket in general, and afterw

ards, m
ore 

specific 
questions 

about 
brand 

D
orina. 

C
zech 

consum
ers 

recognized 
m

ore 
than 

20 
brands 

that could be grouped into 3 categories, based 
on participants’ com

m
ents. C

ategories are high 
segm

ent, m
iddle and low

 segm
ent products. Lindt 

is a typical exam
ple of high segm

ent products and 
is recognized by all age groups. H

ow
ever, Lindt 

is a brand prim
arily intended for high incom

e 
consum

ers, w
ho know

 their chocolate, expect high 
quality, that is, hedonists and gourm

ands. Thanks 
to its im

age, this brand is suitable for gifts and 
presentation.
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Picture 5. Feelings and m
oods related to chocolate consum

ption

M
iddle 

segm
ent 

products 
are 

perceived 
by 

participants as a bit low
er quality and low

er taste 
than high segm

ent products, but of low
er price as 

w
ell. D

ependant on their age group, participants 
used various criteria to describe m

iddle segm
ent 

brands. H
ence, 3 subcategories of m

iddle segm
ent 

chocolates w
ere identified: higher m

iddle class, 
m

iddle class and low
er m

iddle class. P
articipants 

under 23 years found M
ilka and Figaro to be higher 

m
iddle class brands, w

hile participants aged 30-40 
years found O

rion and D
orina best brands in the 

m
iddle class chocolates. A

ll participants nam
ed 

M
ilka as the m

ost recognizable m
iddle class brand, 

but could not point out the m
ost typical brand in this 

segm
ent. M

iddle class chocolates are intended 
for average incom

e consum
ers, w

ho do not know
 

the chocolate and are happy w
ith the average 

quality taste. These chocolates are often bought in 
im

pulsive purchases, they are distributed through 
big and large retail form

ats and their prom
otion is 

intensive and w
ell noticed. Target m

arkets include 
children and young consum

ers. 

C
haracteristics 

of 
low

er 
class 

chocolates 
are 

bad taste, low
 quality ingredients w

ith low
 cocoa 

share, low
 m

arket visibility, poor package design 
and 

very 
low

 
prices. Typical 

segm
ent 

brands 
are 

private 
brand 

products, 
C

zech 
producers’ 

brands and products from
 P

oland, R
om

ania and 
Turkey. P

rim
ary m

otive to buy such products is 
price. Target m

arket is low
 incom

e consum
ers, 

w
hich includes children, students and pensioners. 

P
erceived hierarchy of brands in C

zech R
epublic 

is show
n in P

icture 6. 

A
ccording to research participants’ perception, 5 

brands are in high class segm
ent, 11 brands plus 

D
orina are in the m

iddle class segm
ent and 5 

brands are thought to be in low
er class chocolates. 

This research result supports the proposition 2, that 
is, D

orina is perceived as a m
iddle class product. 

B
rand D

orina is fairly new
 in the C

zech m
arket, 

it has a low
 distribution index and som

e of the 
flavours are not w

ell know
n am

ongst consum
ers. 

N
evertheless, 

D
orina 

is 
a 

w
ell 

know
n 

brand 
am

ongst younger research participants (30 years 
and younger), w

hich is a positive result, as this 
age category is actual D

orina’s target m
arket. 

Younger participants often equalize D
orina w

ith 
the m

anufacturers’ nam
e K

raš, good taste and 
enjoym

ent. O
n the other side, older consum

ers 
associate D

orina w
ith good chocolate and a fem

ale 
nam

e 
for 

chocolate. 
N

ext 
observation 

is 
that 

participants have noticed several types/flavours of 
D

orina chocolate and a m
ajority has tasted them

, 
too. Younger 

consum
ers 

noticed 
flavours 

m
ilk 

and ice-filling, w
hile the older population noticed 

chocolate w
ith hazelnuts, chocolate w

ith filling and 
dark cooking chocolate. 

Picture 6. Perception of chocolate brands in the C
zech m

arket

D
orina is considered a m

iddle segm
ent chocolate 

brand, 
w

ith 
inclination 

tow
ards 

higher 
m

iddle 
class. It is a brand w

ith a portfolio of quality and 
tasty 

products, 
w

ell 
know

n 
and 

from
 

a 
good 

m
anufacturer that is trusted. W

ith this statem
ent, 

the second proposition is fully confirm
ed: D

orina 
is perceived as a m

iddle segm
ent brand, from

 a 
trusted producer. In general, younger consum

ers 
are m

ore positive about D
orina chocolates, w

hich 
is a good thing, as they are D

orina’s prim
ary target 

m
arket.

A
s 

negative 
characteristics 

of 
brand 

D
orina, 

participants nam
ed poor packaging, low

 flavour 
visibility 

on 
the 

package 
(all 

chocolates 
have 

very sim
ilar design), shallow

 assortm
ent, that is, 

sm
all variety of chocolate flavours (at early m

arket 
presence, only 8 out of 25 flavours w

ere present 
on the C

zech m
arket). C

onsum
ers suggest change 

or im
provem

ent of package design. P
erception 

of brand D
orina in the C

zech m
arket is show

n in 
P

icture 7. 

D
orina is in the C

zech m
arket m

arked by consum
ers 

as a quality product, w
orth the trust and buying. 

H
ow

ever, at the end of focus groups, consum
ers 

gave their suggestions to D
orina’s m

anufacturer:

S
tronger prom

otion and m
ore adds.

M
ore relaxed and funny prom

otion m
essages, 

they w
ere too serious and old fashioned so far.

P
rom

otion cam
paign should be m

ore 
consistent, elem

ents should be m
ore 

interrelated.

M
ore focus on K

raš logo, as it has significant 
m

arket value and stands for tradition and 
quality. 

B
etter coordinate m

arket com
m

unication and 
brand im

age, increase the recognisability of 
brand D

orina.

Focus m
arket com

m
unication m

ore on the 
product itself – chocolate. 

Im
prove the package design.

These 
suggestions 

are 
in 

favour 
of 

our 
third 

proposition and sum
m

arized they indicate that 
D

orina indeed needs to be m
ore visible in the 

C
zech m

arket.

•••••••
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Picture 7. D
orina brand perception in the C

zech m
arket

C
onclusion

K
raš 

is 
the 

biggest 
C

roatian 
confectionery 

m
anufacturer, 

but 
internationalisation 

m
ade 

its 
hom

e m
arket too sm

all and K
raš turned to the 

region m
arket. In the C

zech R
epublic m

arket, K
raš 

is present for quite som
e tim

e, G
riotte brand has 

a 3%
 of pralines m

arket, but the chocolates held 
only 1%

 of the m
arket in 2007. 

In order to find out w
hy w

as that so and how
 could 

K
raš im

prove, w
e conducted a qualitative prim

ary 
research. 6 focus groups w

ere conducted so as to 
obtain m

ore insight into perception of chocolate as 
a category and perception of D

orina brand in the 
C

zech m
arket. 

Focus groups w
ere exploratory in nature and 

results should be interpreted w
ith caution, keeping 

in m
ind the lim

itations of this qualitative m
ethod. S

o, 
research results pointed out that chocolate category 
could be perceived through products’ functional 
characteristics, em

otions related to consum
ption 

(before and after consum
ption), types of chocolate 

and situational factors of consum
ption. D

orina is 
perceived as a quality m

iddle segm
ent product 

from
 a trusted producer. H

ow
ever, its packaging 

needs adjustm
ents, assortm

ent should be w
idened 

and distribution index increased, as w
ell as the 

prom
otion efforts. Finally, all 3 propositions w

ere 
supported by research findings. 

B
ased on presented results, K

raš could develop a 
m

arket strategy for the next period in alignm
ent w

ith 
consum

ers’ needs and w
ants. D

orina is a valued 
brand, but its m

arket m
ix needs enhancem

ent, 
particularly product packaging and product variety 
in the C

zech m
arket. 

Findings on perception of D
orina as a C

roatian brand 
am

ong C
zech consum

ers should be beneficial to 
K

raš, but to other C
roatian food m

anufacturers 
too. The integration and globalisation processes 
encouraged 

business 
across 

borders 
and 

increased the com
petition, w

hich should be used 
as a positive incentive for m

anufacturers to be 
better and enable consum

ers from
 the region the 

w
ider choice.
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Introduction
The problem

 to be exam
ined in this study is w

hich 
of the four product display types, hanging, rail, 
folded and m

annequin (k
erfoot, et al. 2004) are 

m
ost likely to increase approach behaviour from

 
the store’s target custom

er. The purpose of this 
study is to find out the effect each product display 
can have on consum

ers’ approach or avoidance 
tendencies and as a result brow

sing behaviour.

The aim
 is to determ

ine if certain display types 
increase custom

ers approach behaviour and as a 
result their likeliness to brow

se, therefore, can the 
retailer custom

ise their product displays to elicit 
approach behaviour leading to better use of floor 
space. 

The secondary research used covers atm
ospherics 

leading 
dow

n 
to 

product 
display 

types 
and 

approach-avoidance behaviour theory w
hich stem

s 
from

 M
ehrabian-r

ussell’s (1974) Pa
d

 M
odel. 

The study uses displays as a m
oderating variable 

to the reaction of approach behaviour. The focus 
area in the research is the fashion retail sector.

The S
tim

ulus 
K

otler 
(1973) 

used 
the 

term
 

atm
ospherics 

to 
describe the conscious designing of space to 
create certain affects on potential and actual users 
of that service environm

ent; the effort to create 
an 

ideal 
environm

ent 
w

hich 
w

ill 
elicit 

desired 
em

otional reactions from
 users, in turn enhancing 

their satisfaction. 

M
arkin et al., (1976) recognised that the proxim

ate 
environm

ent that surrounds a shopper is never 
neutral; 

the 
retail 

store 
is 

a 
bundle 

of 
cues, 

m
essages and suggestions w

hich com
m

unicate to 

shoppers. K
otler (1973) noted that in som

e cases 
the place, or m

ore specifically the atm
osphere 

w
ithin it, is m

ore im
portant to consum

ers’ shopping 
decisions than the product itself. K

otler (1973) 
suggests spatial aesthetics be used sim

ilarly to 
pricing and advertising in influencing the consum

er 
purchase decisions. 

A
n im

portant aspect noted by K
otler (1973) is the 

difference betw
een the intended atm

ospherics and 
perceived atm

ospherics. B
itner (1992) highlighted 

the fact that m
anagers continually plan, build and 

change an organisation’s physical surroundings 
in an attem

pt to control its influence on patrons, 
but often do this w

ithout fully understanding the 
im

pact of a change on custom
ers. For that reason 

researchers such as B
itner (1992) and Turley and 

M
illim

an (2000) encourage further research in the 
area of environm

ental cues.

K
otler (1973) notes the atm

osphere is m
ost valuable 

in situations w
here the product is purchased or 

consum
ed in the atm

osphere, and/or, w
here the 

retailer has atm
ospheric design options. W

ithin 
this article K

otler (1973) states that atm
ospherics 

also becom
e m

ore relevant as the num
ber of 

com
petitive 

outlets 
increases, 

or 
com

petition 
becom

es m
ore fierce; and particularly in industries 

w
here the product and/or price differences are 

sm
all. 

Finally 
K

otler 
(1973) 

recognises 
that 

atm
ospherics are m

ore relevant as an asset w
hen 

product entities are aim
ed at distinct social classes 

or life-style buyer groups. these factors are often 
the case in the fashion retail industry.

K
ent (2003) rem

arks visual appearance m
atters 

as m
uch as functionality w

ith im
pulse purchases 

and w
hen targeting the custom

ers’ w
ants rather 

then needs.

H
art 

and 
d

avies 
(1996) 

note, 
w

ith 
non-food 

retailing, 
shoppers 

m
ay 

develop 
a 

unique 

relationship w
ith a stores am

bience, the location 
of the product could encourage greater brow

sing 
and product displays m

ay dispose consum
ers to 

buy on im
pulse. N

ew
m

an and P
atel (2003) studied 

Topshop and The G
ap and perceptions of the target 

m
arkets tow

ards their atm
ospheres. Their study 

dem
onstrated the im

portance custom
ers place on 

a fashion stores atm
osphere. N

ew
m

an and Foxall 
(2004) point out that fashion retailing is a dynam

ic 
and com

petitive industry and those atm
ospheric 

elem
ents, particularly the arrangem

ents of stock, 
fixtures and fittings are the fashion retailers’ tools 
to delight their custom

ers. 

In 1995 B
erm

an and E
vans divided atm

ospheric 
stim

uli into four categories, the store’s exterior, 
general interior, layout and design variables and 
point of purchase as w

ell as decoration variables. 
It w

as in this study that visual m
erchandising w

as 
recognised as an influential aspect in atm

ospherics. 
Turley and M

illim
an, in 2000, added the hum

an 
variable as a fifth category of atm

ospherics (see 
Table 1). Turley and M

illim
an (2000) point out that 

the category breakdow
n allow

s m
anagers to begin 

to identify and tailor the appropriate atm
ospheric 

elem
ents, to com

m
unicate a desired im

age or 
environm

ent to their target m
arket, and induce 

the desired result from
 their shoppers. Turley and 

M
illim

an (2000) go on to break dow
n each of the 

five sections into sub sections. In this chart product 
displays are recognised w

ithin the elem
ent of point 

of purchase and decoration variables. 

Visual m
erchandising is defined by W

alters and 
W

hite (1987) as the activity w
hich coordinates 

effective product selection w
ith effective product 

displays. 

lea-G
reenw

ood (1998) notes four m
ajor benefits:

C
om

m
unicating a cohesive brand im

age,

D
ifferentiating the offer from

 com
petition,

Integrating prom
otional efforts across the 

brand,

Increasing availability of technology to facilitate 
the process.

O
akley’s 

(1990) 
literature 

highlights 
visual 

m
erchandisings use as a differentiating tool w

hich 
is particularly im

portant in saturated and highly 
com

petitive m
arkets. 

K
ent (2007) rem

arked that displays should go past 
the w

indow
 and onto the shop floor to design a 

1.2.3.4.

better selling space to target custom
ers. D

onellan 
(1996) rem

arked that displays increase interactions 
betw

een custom
ers and products. H

u and Jasper 
(2006) 

rem
arked 

that 
shopping 

has 
becom

e 
a 

leisure 
activity. 

C
arbone, 

(1999) 
recognises 

that it is im
portant retailers create cues to draw

 
the custom

er into a m
ore fulfilling experience, 

especially in tim
e of heightened com

petition. 

W
ithin point of purchase and decoration variables 

is the subsection of product displays (Turley and 
M

illim
an, 2000). S

tudies have generally found 
that m

ore prom
inent displays can significantly 

influence sales (C
urhan, 1974; C

hevalier, 1975; 
W

ilkinson, M
anson, and P

aksoy, 1982; G
agnon 

and O
sterhaus, 1985). 

O
m

ar’s (1999) classification of interior display 
types, 

these 
being 

m
erchandise, 

point-of-sale 
and architectural, is w

idely used. D
isplays have 

been the subject for m
any studies, such w

ork has 
considered: layout (Levy and W

eitz, 1996; B
erm

an 
and E

vans, 1995); fixturing (Levy and W
eitz, 1996; 

D
onnellan, 1996); product displays (D

avies and 
W

ard, 2002; K
erfoot et al., 2003); presentation 

techniques 
(B

uchanan 
et 

al., 
1999); 

colour 
(K

oelem
eijer 

and 
O

ppew
al, 

1999), 
packaging 

(B
ruce and C

ooper, 1997; D
a C

osta, 1995) and 
architectural (G

rossbart, M
ittelstaedt, C

urtis and 
R

ogers, 1975). 

S
hari W

aters (2008) highlights the fact that an 
attractive product display can draw

 custom
ers 

over, prom
ote a slow

 m
oving item

, or highlight 
new

 stock. B
uttle (1984) states that a display m

ust 
attract a shoppers’ attention and that the product 
show

n m
ust be easy to pick up and look as if it is 

selling w
ell. 

K
erfoot, D

avies and W
ard (2003) studied num

erous 
atm

ospheric elem
ents in a fashion apparel retail 

setting. The departm
ent store H

ouse of Fraser 
w

as 
used 

w
ith 

brands 
w

ithin 
the 

store 
being 

studied, for exam
ple M

iss S
ixty. The researchers 

found that the atm
ospheric elem

ents m
ost strongly 

related to purchase intentions w
ere presentation 

styles, product displays, path finding and lighting. 
K

erfoot et al., (2003) found that w
hile the liking of 

the display does not totally determ
ine a purchase 

it does m
ake it four tim

es m
ore likely.

In the study by K
erfoot et al., (2003) one of the 

aspects studied w
as product displays. K

erfoot 
et al., (2003) classified four m

ethods for fashion 
retailers to present their products:
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H
anging (hanging front-facing), 

Folding, 

r
ail-based (side rail) and 

M
annequins 

Their research found that hanging w
as the m

ost 
attractive form

 of presentation as everything w
as 

visible, outfits could be im
agined and it reduced 

the need to rum
m

age. Folding w
as seen as neat 

but difficult to assess and can be seen as too neat 
thus lim

its the likeliness to brow
se. R

ails w
ere 

view
ed as irritating as shoppers only saw

 a sleeve 
although they w

ere seen as neat and uncluttered. 
M

annequins received positive responses as it w
as 

possible to see the entire outfit and im
agine it on. 

These responses support the previous studies and 
theories on m

annequins by K
otler’s (1973), Levy 

and W
eitz (1996), and M

oranstein and S
trongin 

(1992) that report that m
annequins encourage 

m
ultiple purchases, and K

erfoot et al., (2003) 
found that areas w

ithout m
annequins w

ere view
ed 

negatively. 

O
rderliness of displays w

as seen as an attractive 
feature. P

revious literature often encourages order 
in displays, for exam

ple D
iam

ond and P
intel (1997), 

how
ever, 

an 
im

portant 
distinction 

betw
een 

an 
orderly display and one that is perceived as being 
com

plicated or even m
uddled w

hich is unattractive 
w

as m
ade. B

erm
an and E

vans (1995) advocate 
that the retailer should hang the product to ensure 
neat arrangem

ents but, in the study by K
erfoot 

et al., (2003), respondents found that rail based 
displays w

ere unattractive disorganised, confusing 
and disorderly, w

hich supports the study by Levy 
and W

eitz (1996). K
erfoot et al., (2003) suggest 

that the preference for the display types and their 
level of orderliness differs from

 target m
arkets. 

lea-G
reenw

ood 
(1997) 

recognised 
that 

there 
is a difficulty in assessing the area of visual 
m

erchandising 
because 

it 
is 

a 
perception 

of 
creativity and as a result is difficult to test, but 
that retailers often create their displays based on 
inadequate inform

ation and are w
eak at researching 

the area. lea-G
reenw

ood (1997) stated that visual 
m

erchandising has not received as m
uch attention 

as is needed. W
hile further research has been 

done in the area of visual m
erchandising since 

1998, the area of product displays still needs m
ore 

analysis (K
erfoot et al., 2003). 

1.2.3.4.

W
ithin atm

ospherics the use of product displays 
plays an im

portant role in shaping the service 
environm

ent and should be exam
ined specifically 

by m
anagem

ent (K
erfoot et al., 2003). 

The R
esponse 

M
cG

oldrick and P
ieros (1998) explored the issue 

of the social-psychological significance of store 
space through four hypotheses:

S
pace is an im

portant m
odifier and shaper of 

behaviour (M
arkin et al.,1976) ; 

The retail store as a proxim
ate environm

ent 
affects behaviour by a process of stim

ulation 
(e.g., custom

ers low
er their voices on entering 

a bank); 

The retail store affects custom
ers’ perceptions, 

attitudes and im
ages (e.g., B

aker et al., 1994; 
G

rew
el and B

aker 1994; a
khter et al., 1994), 

custom
ers learn w

hile they perceive;

as a result space utilisation and store design can 
be deliberately and consciously program

m
ed to 

create desired custom
er reaction. 

C
onsidering these theories by M

cG
oldrick and 

P
ieros (1998) it is im

portant, as B
itner (1992) 

states, that the first consideration w
hen designing 

the atm
osphere is to decided w

hat is the desired 
consum

er reaction is (figure 1). The m
odel, designed 

by B
itner (1992) incorporates the environm

ent, 
the organism

 and their possible responses; it also 
outlines the likely resulting behaviours.

W
ith cognition the environm

ent can create or add 
to the beliefs about a place, its products and the 
people in it (B

itner 1992). B
itner (1992) concludes 

that perception of the service environm
ent and 

associated 
positive 

(negative) 
cogitations 

can 
lead to positive (negative) beliefs and attributions 
associated w

ith the organisation, its people, and 
its products. A

lso the fact that the perception of the 
environm

ent influences how
 people categorise the 

organisation m
eans the environm

ent serves as a 
differentiation tool (B

itner 1992). 

The perceived service area m
ay elicit em

otional 
responses that then influence behaviours. B

itner 
(1992) 

highlights 
that 

M
ehrabian 

and 
R

ussell 
(1974); r

ussell and lanius (1984); r
ussell and 

P
ratt (1980); and r

ussell and S
nodgrass (1987) 

conclude that the environm
ent elicits tw

o em
otional 

qualities: 
pleasure 

- 
displeasure 

and 
arousal 

1.2.3.

– non-arousal (i.e. the am
ount of stim

ulation or 
excitem

ent). B
itner (1992) concludes that pleasure 

increases approach behaviours, and arousal, except 
w

hen com
bined w

ith unpleasantness, increases 
approach behaviours; the perception of greater 
personal control increases pleasure, com

plexity 
increases em

otional arousal; com
patibility, natural 

elem
ents and the absence of nuisances enhance 

pleasure; and finally, perception of the service 
environm

ent and associated positive (negative) 
em

otions can lead to positive (negative) feelings 
associated w

ith the organisation, its people and its 
products.

the M
ehrabian and r

ussell M
odel (1974) noted 

that shoppers respond to an atm
osphere w

ith 
one of tw

o responses, approach or avoidance 
(figure 2). E

nvironm
ental stim

uli are said to affect 
the em

otional states of pleasure, arousal and 
dom

inance, w
hich, in turn, affect approach or 

avoidance behaviours (B
aker, G

rew
al and Levy, 

1992). 

M
ehrabian 

and 
r

ussell 
(1974) 

recognised 
a 

S
tim

ulus-O
rganism

-r
esponse (S

-O
-r

) paradigm
. 

The 
m

odel 
offers 

a 
description 

of 
intervening 

variables and resulting behaviours of the stores 
custom

ers. S
pangenberg, C

row
ley and H

enderson 
(1996) noted that in the retail environm

ent, the S
-O

-
R

 paradigm
 can be applied, atm

ospherics are the 
stim

uli (s) that cause a consum
er’s evaluation (o) 

and cause behavioural responses (r) as approach 
or avoidance behaviour; discussed by M

ehrabian 
and r

ussell, (1974) and d
onovan and r

ossiter, 
(1982). the stim

ulus factors in the M
ehrabian and 

R
ussell M

odel are physical features (e.g. product 
displays) 

of 
the 

environm
ent. 

The 
em

otional 
states 

generated 
by 

the 
physical 

environm
ent 

are pleasure, arousal and dom
inance, w

ith the 
resulting 

reaction 
of 

approach 
or 

avoidance 
behaviour (M

ehrabian and r
ussell 1974, r

ussell 
and P

ratt 1980, d
onovan and r

ossiter 1982). 

the P
leasantness-u

npleasantness dim
ension in 

the M
ehrabian-r

ussell M
odel (1974) relates to 

the degree to w
hich the consum

er feels happy, 
pleased, satisfied, or content in the environm

ent. 
the a

rousal spectrum
 from

 high-low
 distinguishes 

betw
een feelings of stim

ulation, excitem
ent, or 

hysteria and arousal and relaxation, boredom
 or 

sleepiness. The D
om

inance to S
ubm

issiveness 
spectrum

 relates to the extent to w
hich a person 

feels 
in 

control, 
influential, 

im
portant, 

and 
autonom

ous or on the other hand passive and 
lacking control (M

ehrabian and r
ussell, 1974). 

P
leasantness and A

rousal dim
ensions w

ere very 
beneficial in describing the atm

osphere in an 
environm

ent, how
ever, the dom

inance spectrum
 

w
as not found to have a predictable or significant 

effect 
on 

the 
respondents, 

such 
researchers 

include r
ussell and P

ratt 1980; r
ussell et al., 

1981; and W
ard and r

ussell 1981. 

M
ehrabian and r

ussell (1974) further suggested 
an interaction betw

een pleasantness and arousal 
in 

determ
ining 

individual 
approach-avoidance 

behaviour. In pleasant environm
ents, an increase 

in 
arousal 

w
as 

argued 
to 

increase 
approach 

behaviours, w
hereas in unpleasant environm

ents, 
an increase in arousal w

as suggested to m
otivate 

m
ore avoidance behaviours.

d
onovan and r

ossiter (1982) found a positive 
relationship betw

een pleasantness and arousal 
and intentions to rem

ain in the environm
ent and 

to spend m
ore m

oney in the store. B
aker et al., 

(1992) found an increase in pleasantness and 
in arousals influence the consum

ers’ intention to 
buy and the am

ount of visits. M
attila and W

irtz 
(2001) found that a com

bination of pleasantness 
and arousal leads to increased levels of approach 
behaviour and as a result im

pulse purchases. 
d

onovan et al., (1994) reported that in unpleasant 
settings arousal w

as associated w
ith w

hat they 
labelled as ‘un’-spending. 

d
onovan and r

ossiter (1982) found that in-store 
stim

ulated 
pleasure 

w
as 

positively 
associated 

w
ith consum

ers’ w
illingness to buy. S

tore-induced 
arousal influenced the tim

e spent in a store and 
w

illingness 
to 

interact 
w

ith 
sales 

assistants. 
This 

study 
m

ade 
a 

m
ajor 

contribution 
to 

the 
literature regarding retail environm

ental effects 
w

hich established the validity of the relationship 
betw

een store environm
ents, em

otional states, 
and behaviour intentions (B

aker, G
rew

al and Levy, 
1992). 

Follow
ing 

M
ehrabian 

and 
r

ussell 
(1974) 

and 
d

onovan and r
ossiter (1982), it w

as hypothesised 
that:P

leasure experienced w
ithin the store w

ould be 
positively correlated w

ith unplanned tim
e spent 

in the store and unplanned purchasing; 

A
rousal is positively correlated w

ith unplanned 
tim

e and purchasing in pleasant environm
ents 

(i.e., for those reporting pleasant experiences), 
but inversely correlated in unpleasant 
environm

ents. 

••
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It w
as further hypothesised that:

The em
otional variables of pleasure and 

arousal experienced in the store w
ould 

contribute to extra tim
e spent in the store and 

unplanned spending independently of the 
cognitive variables of perceived m

erchandise 
quality, variety, specials, and value for m

oney. 

(d
onovan et al., 1994)

M
ehrabian 

and 
r

ussell 
(1974) 

noticed 
that 

consum
ers react depending on their preference 

or lack of preference to an environm
ent from

 the 
pleasure-arousal-dom

inance factors, in approach 
or avoidance behaviours. 

M
oye and G

iddings (2002) identified that approach 
behaviours are the reaction show

ing a consum
er’s 

w
illingness 

to 
stay 

in 
the 

environm
ent, 

often 
leading to brow

sing in it, w
hich can also lead to 

them
 

verbally 
expressing 

preference 
for 

that 
environm

ent. Avoidance behaviours are described 
by 

M
oye 

and 
G

iddings 
(2002) 

as 
show

ing 
a 

desire to leave an environm
ent, rarely resulting in 

brow
sing behaviour. 

d
onovan 

and 
r

ossiter 
(1982) 

noted 
that 

consum
ers’ 

approach-avoidance 
behaviours 

can be related to in-store brow
sing and repeat 

shopping frequency, as w
ell as tim

e and m
oney 

spent in that retail outlet. Turley and C
hebat (2002) 

noted that approach behaviours are in positive 
responses to an environm

ent, including a desire to 
explore it and w

illingness to stay in it for relatively 
long 

periods 
of 

tim
e. 

In 
contrast, 

avoidance 
behaviours are associated w

ith negative reactions 
to an environm

ent, including the desire to leave 
and not return. lovelock and W

irtz (2004) state 
that by looking at the sim

ple cognitive process 
the tangible cues im

pacts can be recognised. 
lovelock and W

irtz (2004) use the basic theory 
that pleasant environm

ents result in approach 
behaviour and unpleasant environm

ents result in 
avoidance by the custom

er, arousal levels am
plify 

approach or avoidance behaviour (Lovelock and 
W

irtz, 2004). 

Turley and C
hebat (2002) state that a store’s 

environm
ent 

clearly 
influences 

a 
consum

er’s 
desire to undertake w

hat can be called brow
sing 

behaviour, that is staying in a retail environm
ent 

and exploring it. Turley and C
hebat (2002) highlight 

the fact that brow
sing behaviour is likely to directly 

im
pact on both planned shopping and im

pulse 
purchasing behaviours. Turley and C

hebat (2002) 

••

also 
note 

that 
although 

custom
ers 

m
ay 

shop 
in environm

ents they consider unpleasant and 
unattractive, research on the subject show

s they 
are m

ore likely to spend less tim
e (D

onovan and 
r

ossiter 1982; B
ellizzi and H

ite 1992; d
onovan, 

r
ossiter, M

arcoolyn and N
esdale 1994; H

ui, d
ube 

and C
hebat 1997; S

herm
an, M

athur and S
m

ith 
1997) and m

oney (d
onovan and r

ossiter 1982; 
B

ellizzi and H
ite 1992; B

aker, Levy and G
rew

al 
1992; D

onovan, R
ossiter, M

arcoolyn and N
esdale 

1994; S
herm

an, M
athur and S

m
ith 1997) in these 

stores.

W
ith product displays K

erfoot et al., (2003) found 
that hanging the item

s w
as considered the m

ost 
attractive 

presentation 
technique. 

This 
w

as 
because the product w

as readily visible, and it 
also reduced the need to rum

m
age. It w

as also 
noted that the respondents show

ed preference for 
hanging because it m

ad it easier to visualise the 
outfits and m

ix and m
atch item

s available. 

Folded item
s w

ere view
ed as neat but the display 

technique m
ade it difficult to visualise the product 

and som
e respondents noted that if the display 

looked too neat they avoided it. K
erfoot, D

avies 
and W

ard (2003) found that in fact a surprising 
num

ber of respondents said they w
ould not brow

se 
if they felt it w

ould disturb the display. 

R
ails as a form

 of product display received negative 
responses, 

leading 
to 

avoidance 
behaviour. 

R
espondents said that they w

ere irritated by this 
presentation 

technique 
because 

the 
custom

er 
could only see the sleeve. 

M
annequins as a form

 of product display on the 
shop floor received a positive response in the 
study by K

erfoot, D
avies and W

ard (2003). The 
interview

ees liked m
annequins as they w

ere able 
to see the designs, the entire outfits and w

ere able 
to im

agine w
hat the clothes look like on. These 

com
m

ents did not surprise K
erfoot et al., (2003) 

as they state that the results support the previous 
suggestions that m

annequins can lead to m
ultiple 

purchases (K
otler, 1973; Levy and W

eitz, 1996; 
M

organstein and S
trongin, 1992). R

espondents 
in the study by K

erfoot, D
avies and W

ard (2003) 
also rem

arked that m
annequins w

ere very visual. 
These positive responses w

hich w
ent as far as to 

report dissatisfaction w
ith displays not featuring 

m
annequins 

support 
w

hy 
m

annequin 
use 

has 
been deem

ed to stim
ulate brow

sing (for exam
ple 

lea-G
reenw

ood, 1998).

K
erfoot et al., (2003) found orderliness in displays 

as a positive attribute; this supports the literature 
on display w

here orderliness is often perceived as 
essential (D

iam
ond and P

intel, 1997). H
ow

ever, 
K

erfoot et al., (2003) did find that there w
as a level 

of orderliness w
here the display elicits approach 

behaviour 
and 

at 
any 

other 
level 

the 
display 

is perceived as being com
plicated or m

uddled 
leading to avoidance. B

erm
an and E

vans (1995) 
found that by hanging garm

ents displayed on 
rails the retailer presents an uncluttered and neat 
arrangem

ent, how
ever, in the study by K

erfoot 
et al., (2003) respondents suggested that such 
displays w

ere unattractive and disorganised and 
in fact, as Levy and W

eitz (1996) suggested, 
are seen as confusing and disordered. K

erfoot 
et al., (2003) conclude w

ith the result that the 
extent and nature of the orderliness perceived as 
approachable differs w

ith four various presentation 
techniques. This suggests that the advice for order 
in displays in the literature, w

hilst appropriate, need 
to be developed to accom

m
odate the differences 

betw
een display types (K

erfoot, D
avies and W

ard, 
2003).

M
oye and G

iddings (2002) recom
m

end a sim
ple 

and easy store layout free of clutter to appeal to 
the older custom

ers. M
oye and G

iddings (2002) 
conclude that it is vital to realise your target 
m

arkets w
ants and especially their needs from

 
their surroundings.

A study carried out by C
unningham

 and O
’C

onnor 
(1967) show

ed that in fact consum
ers did not react 

to changes in product presentation styles and price 
changes in the w

ay that m
anagem

ent expected, 
w

hich highlights the fact that m
anagem

ent do 
need to consider these issues m

ore carefully. 
The results show

ed that reduced prices did not 
lead to as great an increase in sales as the m

ore 
prom

inent display types did. B
itner (1992) states 

that m
anagem

ent often design their service areas 
but frequently do this w

ithout understanding the 
im

pact of those changes on their custom
ers. 

In conclusion the store environm
ent im

pacts in three 
w

ays: cognitively, em
otionally and physiologically; 

these responses w
ill result in feelings of pleasure, 

arousal and dom
inance at different levels, w

hich 
w

ill result in approach or avoidance behaviour 
(B

itner 1992). A
pproach behaviour increases the 

consum
er’s likeliness to brow

se w
hich w

ill increase 
the chance of a purchase by four tim

es (K
erfoot et 

al., 2003). Therefore by creating an environm
ent 

that can im
pact positively on in-store behaviour it 

w
ill cause approach behaviour w

hich w
ill increase 

the likeliness to brow
se and therefore to purchase. 

A
s Turley and M

illim
an (2000) highlighted this 

increase tim
e spent in the retailers store; this w

ill 
not only increases the likeliness of m

ore sales, but 
also decreases the tim

e available to the consum
er 

to spend in other stores.

d
onovan and r

ossiter (1982) noted three 
reasons w

hy it is especially difficult to m
easure 

effects of store atm
osphere: 

S
uch effects are basically em

otional states and 
thus difficult to verbalise, 

They are transient and therefore difficult to recall; 

They influence behaviour w
ithin the store, 

rather than external behaviour such as store 
choice. 

B
aker, G

rew
al and Levy, (1992) note that one of 

the lim
itations of the M

ehrabian-r
ussell (1974) 

m
odel is the lack of a classification system

 for 
specific environm

ental features. 

The Industry 
the re-em

ergence of fashion boutiques in ireland in 
the late 2000’s highlights the increase in popularity 
for this form

 of retail. This has opened up m
ore 

niche m
arkets for the independents to focus on, 

targeting socio-econom
ic and age groups in m

any 
cases. H

ow
ever, w

ith the increase in num
bers of 

sm
aller boutique stores, com

petition w
ill increase 

am
ong them

, forcing these retailers in particular to 
ensure they cover every aspect of their offering.

The industry’s rivalry has increased due to the 
decrease in consum

er spending and the increase 
in the num

ber of outlets. R
etailers need to use 

every aspect available to their advantage.

The analysis highlights the fact that the situational 
factors K

otler (1973) describes as increasing the 
im

portance of atm
ospherics as a strategic tool 

are in place in the current Irish retail industry. 
That is the num

ber of retailers in the m
arket is 

increasing and consum
er spending is decreasing, 

this is resulting in a considerable increase in rivalry 
am

ongst retailers.

The industry analysis also show
s that the strategic 

tool of atm
ospherics is even m

ore im
portant for 

boutique retailers; this is de to the fact that they have 
greater design options and are usually targeting a 

1.2.1.
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particular segm
ent of the m

arket. B
outique retailers 

are 
also 

usually 
appealing 

to 
the 

consum
ers’ 

w
ants and im

pulse purchases and so the tool is 
m

ore valuable to them
. It is also highlighted that 

atm
ospherics can be a differentiating strength for 

the sm
aller retailers as they can give the personal 

touch m
any larger retailers cannot. D

ue to the fact 
that they have this strength it is im

portant that the 
boutique retailers use it to off set other w

eaknesses 
and com

pete.

M
ethodology

M
alhotra (1999) described qualitative research 

as unstructured exploratory research aim
ing to 

provide insight and understanding into a defined 
problem

 area, it seeks new
 ideas and aim

s to 
provide insight and understanding into an area. The 
m

ost com
m

on direct approaches are interview
s 

and focus groups. 

Q
ualitative data takes into account perception, 

m
otivation and attitudes (C

hinsall, 1991). M
alhotra 

and B
irks (2000) stated that qualitative research 

can be m
ore useful as it allow

s the interview
er to 

tap into the interview
ee’s subconscious and open 

them
 up w

ith the use of open ended questions 
and discussion and this is m

ore likely to give a 
com

plete picture. For these reasons it is the m
ost 

appropriate form
 of research for this study.

H
ow

ever, it is im
portant to realise that the results 

from
 this form

 of research are subjective because 
they are not num

erical and so cannot stand up to 
statistical testing (M

alhotra and B
irks, 2007).

E
xploratory research is the form

 of qualitative 
research 

that 
w

ill 
be 

used. 
Zikm

und 
(2000) 

describes it as providing inform
ation to use in 

analysing a situation. It is a m
ore flexible form

 of 
research and can be used to gain additional insight 
(M

alhotra and B
irks 2000). It uses sm

all sam
ples 

but studies them
 in detail.

A
s K

erfoot et al., (2003) note qualitative research 
is m

ost appropriate for the central topic of visual 
m

erchandising, and w
ithin that product displays, 

as it has not been investigated thoroughly and 
the aim

s of the research focus on developing an 
understanding of the stim

uli that cause particular 
responses in the consum

er. K
erfoot et al., (2003) 

state that it is therefore necessary to explore 
respondents’ feelings and view

s in relation to a 

particular presentation; as a result a m
ore open 

approach is needed.

For 
this 

study 
the 

author 
w

ill 
conduct 

sem
i-

structured interview
s w

ith tw
enty-five respondents. 

O
pen ended questions to guide the interview

 have 
been designed, (see interview

s in the section 
below

), but they w
ill not necessarily be follow

ed, 
depending on the flow

 of conversation.

A
dvantages of interview

s:

The interview
 can be tailored depending on the 

respondent/situation. 

B
oth the researcher and respondent can 

explore questions and negotiate topics. 

The response rate is higher than to surveys. 

M
isunderstandings can be checked 

im
m

ediately. 

M
ore than one issue can be covered per 

interview
. 

P
eer group pressure is not an issue. 

D
isadvantages of interview

s:

H
igh tim

e and m
oney costs. 

P
otential problem

s of interview
 bias from

 direct 
contact betw

een researcher and respondent. 

A need to build up a relationship betw
een the 

researcher and the respondent. 

M
ay be difficult to prove validity and 

truthfulness of inform
ation gathered. 

(Lang and H
eiss, 1991)

P
articipants in this research are:

• 
The R

etailer 

A sm
all boutique in south C

o. D
ublin w

as used 
for the research. It is a popular boutique in the 
area, selling a range of brands including S

ave the 
Q

ueen and M
arco O

 P
olo. The boutique’s ow

ner 
describes the store’s regular custom

ers as stylish 
w

om
en, typically ranging in age from

 thirty five and 
up, w

ho follow
 fashion and like up-to-date trends. 

A boutique retailer w
as used because atm

ospherics 
as a tailored strategic tool is m

ore applicable to 
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a sm
aller retailer w

ith a m
ore focused target 

m
arket.

• 
Interview

ees: 

the tw
enty-five respondents w

ere selected based 
on a description by the store of their target m

arket, 
but w

ho have not studied or w
orked in the retail 

industry. The interview
ees w

ere chosen so that 
they did not previously have direct contact w

ith the 
interview

er but w
ho w

ere highly recom
m

ended. 
This deals w

ith issues tw
o, three and four above 

(Lang and H
eiss, 1991).

The Interview
s:

in total tw
enty-five sem

i-structured interview
s w

ere 
carried out. E

ach interview
ee w

as m
et separately, 

show
n all four photographs together to m

easure 
approach and brow

sing preferences, and then 
each photograph individually.

The questions covered:

Liking/disliking of the display types. 

A
pproach/avoidance tendency. 

Likeliness to brow
se/search. 

W
hy the display elicited these responses. 

Identification of w
hat w

as and w
as not 

attractive. 

R
eason for w

anting to brow
se. 

In order to gather inform
ation respondents w

ere 
asked to rank form

s of display based on w
hich 

they w
ould be m

ost likely to approach, to the least 
likely, if not avoid; the sam

e w
as done for brow

sing 
behaviour. R

espondents w
ere asked to im

agine 
each display at the sam

e distance on entering 
the store; all other elem

ents rem
ained constant in 

each photograph therefore responses w
ere based 

solely on the form
 of display used. O

rder of the 
layout and individual photographs show

n varied to 
ensure that this did not influence the response. 

For brow
sing behaviour in the case of m

annequins 
the respondents w

ere asked if they w
ould be likely 

to touch and feel the m
aterials, look closely at 

the details, and check the tags, as brow
sing like 

w
ith other form

s of display does not apply. The 
respondents w

ere also asked about their likeliness 
to seek out the products show

n.

•••••••

A single interview
er carried out the process and 

each m
eeting took roughly tw

enty m
inutes.

The P
hotographs:

A professional photographer took photographs of 
each of the four display types, hanging front facing, 
folded, rail and m

annequin; w
hich w

ere used 
in the interview

s to determ
ine the respondents’ 

preferences. The photographs w
ere used by the 

respondents to com
pare and contrast each of the 

display types and then com
m

ent on each display 
individually. 

P
hotographs of the displays w

ere used because 
they can elim

inate the bias that could be created 
tow

ards a display due to other atm
ospheric stim

uli. 
The clothes, lighting, background and hangers 
stayed constant for each display; therefore none 
of 

these 
aspects 

influenced 
the 

respondents’ 
decision.

B
y using photographs the hum

an variables w
ere 

excluded as no people or crow
ds w

ere featured. 
E

xternal variables w
ere also excluded, as all the 

photographs w
ere taken inside the shop.

G
eneral interior variables w

ere not included in the 
study, and so in the photographs these factors w

ere 
excluded w

here possible or else controlled. P.A
. 

usage, scents, w
idth of isle, and tem

perature w
ere 

all not an issue by using photographs. Flooring, 
colour schem

es, w
all com

position, paint and w
all 

paper and ceiling com
position w

ere constant and 
featured in the photographs at a m

inim
um

. The 
m

erchandise, cleanliness and lighting w
ere kept 

constant in each photograph. 

Layout 
and 

design 
variables 

w
ere 

kept 
to 

a 
m

inim
um

 
by 

keeping 
photographs 

centred 
on 

the featured display. B
y doing this, w

ork station, 
equipm

ent and cash register placem
ent; w

aiting 
areas and room

s, space and design allocation, 
departm

ent locations, traffic flow
, racks and cases, 

w
aiting cues, furniture and dead areas w

ere all not 
featured. The grouping of the m

erchandise is kept 
consistent in each photograph.

P
oint of purchase and decoration variables are 

also excluded bar the area of product displays 
w

hich is the area being studied. P
oint of purchase 

displays, 
signs 

and 
cards, 

w
all 

decorations, 
pictures, 

art 
w

ork, 
usage 

instructions, 
price 

displays and teletext w
ere all excluded from

 the 
pictures. The hangers used w

ere w
ooden as w

ere 
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aspects of the m
annequin. The shelves, table and 

rail displays w
ere all a m

ixture of iron and glass.

The shop and brand nam
es used w

ere kept from
 

the respondents and any labels on the clothes 
w

ere covered so that these aspects could not be 
an influencing factor.

A
s a result the product displays are the only 

influencing atm
ospheric in the respondents choice 

as they are the only elem
ents in the photographs 

that change.

D
ue to the fact that K

erfoot et al., (2003) found 
that custom

ers felt strongly about a display being 
m

essy or too neat, care w
as given to ensure that the 

displays w
ere neat but did not look untouched. 

The study could also focus on the em
otional 

responses described by B
itner (1992) as cognitive 

and physiological factors are excluded through the 
use of photographs.

The photographer did take pictures of a table 
display for folded displays but the author thought 
the actual table becam

e too m
uch of a feature and 

the products looked flat in the print, as a result the 
shelving display w

as used. 

A
3 size photographs w

ere used so the interview
ee 

w
ould get a com

plete picture of the display in 
use.

the points B
uttle (1984) m

akes, that it is im
portant 

the display is located w
here m

ost people w
ill pass 

and should be changed frequently to m
aintain 

im
pact, are rem

oved from
 this study through the 

use of photographs.

(S
ee photograph 1, 2, 3 and 4)

M
iles and H

uberm
an’s (1994) data preparation 

and analysis steps w
ere follow

ed.

D
ata R

eduction: R
educing, abstracting and 

transform
ing inform

ation from
 the volum

e of 
data. 

D
ata D

isplay: The inform
ation is organised and 

com
pressed to show

 conclusions. 

C
onclusion and Verification: C

onclusion is 
verified depending on the subjectivity of the 
data collected. 

The data for the study w
as collected through 

face 
to 

face 
sem

i-structured 
interview

s 
w

here 

1.2.3.

the interview
ee w

as asked their opinion on the 
different product displays. The interview

ee w
as 

not given a copy of the photos before the interview
 

in order to be able to record their im
m

ediate 
reaction to the display, as w

ould happen in the 
retail environm

ent. 

N
otes taken during the interview

s w
ere studied and 

them
es from

 the interview
s w

ere highlighted as 
part of the them

atic analysis that is recom
m

ended 
(K

erfoot et al., 2003). The them
es w

ere used to 
analyse the effects of the product display types on 
liking, approaching and brow

sing. 

The inform
ation w

as com
pressed by selecting 

keyw
ords on each display type and show

n as a 
per cent of people w

ho m
entioned the w

ord during 
the interview

. The form
s of display w

ere then 
com

pared and contrasted for the conclusion.

From
 the interview

s a chart based on the per cent in 
the ranking of approach and brow

sing preferences 
w

as draw
n up. K

eyw
ords from

 interview
s w

ere 
established highlighting the pleasure and arousal 
levels achieved by each display. The per cent of 
respondents reporting these em

otions w
as also 

recorded. The reports of each display, the rem
arks 

m
ade, and the per cent applied could therefore be 

com
pared and contrasted.

To test the effects of the atm
ospheric stim

uli on 
consum

ers’ in-store behaviour, a flow
 chart has 

been designed incorporating the S
ervice-S

cape 
M

odel (figure 1) B
itner (1992), The M

ehrabian 
r

ussell 
M

odel 
(1974) 

(figure 
2), 

a
pplying 

E
nvironm

ental A
esthetics to R

etailing (figure 3) 
G

ilboa 
and 

R
afaeli 

(2003) 
and The 

Influence 
of 

r
etail 

a
tm

ospherics 
(figure 

4) 
turley 

and 
M

illim
an (2000). This m

odel applies directly to 
the area of study focusing in on product displays, 
the target m

arket, pleasure and arousal and the 
resulting approach or avoidance behaviours. The 
consequences of a positive em

otional response 
are also included. (S

ee figure 5) The findings w
ere 

applied to figure 5.

d
onovan and r

ossiter (1982) noted three reasons 
w

hy it is especially difficult to m
easure effects of 

store atm
osphere: 

S
uch effects are basically em

otional states and 
thus difficult to verbalise 

B
y using sem

i-structured interview
s the respondent 

w
as given the opportunity to express their opinion. 

A
lso m

any aspects that m
ay cause reservations 

•

w
ere elim

inated by using photographs and not 
conducting the interview

s in the store.

They are transient and therefore difficult to 
recall; 

B
y 

using 
photographs 

as 
stim

ulus 
m

aterial 
recollection w

as not needed, respondents could 
express their opinions at the tim

e.

They influence behaviour w
ithin the store, 

rather than external behaviour such as store 
choice 

This 
issue 

w
as 

elim
inated 

by 
interview

ing 
respondents 

on 
their 

behavioural 
intentions; 

therefore, the researcher could record their likely 
behaviour.

The R
esults

B
itner (1992) states the first step in designing 

an atm
osphere is to determ

ine w
hat the desired 

reaction is. The author w
ill be determ

ining the 
likely reactions by applying the findings (see tables 
2, 3, 4, 5, 6 and 7) to the m

odel created, figure 5, 
The E

ffects of A
tm

ospheric S
tim

uli on C
onsum

ers’ 
in-S

tore 
B

ehaviour. the 
elem

ents 
of 

pleasure 
and arousal and the resulting behaviours w

ill be 
exam

ined. H
ypothesise by d

onovan et al., (1994) 
w

ill also be applied to the findings.

B
y using product displays that the target m

arket 
finds m

ost attractive the retailer could elicit a 
positive em

otional response as the reaction w
ould 

be positive to the environm
ent (figure 5). This 

is supported by the study B
itner (1992). This is 

assum
ing no other elem

ent of the atm
osphere 

elicits a negative cognition. 

The results from
 this study show

 clear em
otional 

responses to displays w
ith 40%

 of respondents 
using hate to describe folded displays and 52%

 
of respondents using love to describe hanging 
displays. C

learly hanging displays elicit positive 
em

otional responses resulting in pleasure w
hich, 

according to the M
ehrabian R

ussell M
odel (figure 

2), is m
ore likely to result in approach behaviour. O

n 
the other hand folded displays result in displeasure 
for alm

ost half respondents, w
hich according the 

M
ehrabian R

ussell M
odel encourages avoidance; 

this can be seen by 20%
 of respondents stating 

they w
ould avoid the display. 

••

The fact that 56%
 of respondents said they liked 

m
annequins, and 88%

 of respondents like the 
hanging form

 of display, because they give them
 

ideas for style and trends, show
s these form

s of 
display result in stim

ulation and/or excitem
ent 

for custom
ers and so have high levels of arousal 

as a result, therefore encouraging approach and 
brow

sing behaviours.

P
hysiological rem

arks m
ade on the display types 

include 
feeling 

uncom
fortable 

m
oving 

folded 
products and fear of knocking over m

annequins. 
These w

ould result in displeasure and so, other 
things equal, result in the response of avoidance 
behaviour, again highlighted by the 20%

 avoidance 
rate to these displays. 

It could be argued that by seeing the hanging 
display, and as 44%

 of respondents rem
arked, 

the expert outfit put together for them
, custom

ers 
feel 

m
ore 

im
portant 

and 
so 

dom
inant 

in 
the 

environm
ent. O

n the other hand w
hen the clothes 

are folded, and the custom
er does not w

ant to 
unfold them

, it m
ay be because of the sales 

assistants’ effort put into the display and therefore 
custom

ers feel subm
issive in the environm

ent and 
therefore w

ill not approach. H
ow

ever, this is m
ore 

speculative as the respondents w
ere not studied 

in the environm
ent and so this suggestion w

ould 
need m

uch m
ore investigation to clarify.

d
onovan and r

ossiter (1982) found a positive 
relationship betw

een pleasantness, arousal and 
intentions to spend m

ore tim
e and m

oney in that 
environm

ent; and B
aker et al., (1992) found an 

increase in pleasantness and arousal influenced 
consum

ers’ intention to buy and return; M
attila 

and W
irtz (2001) found that a com

bination of 
pleasantness 

and 
arousal 

leads 
to 

increased 
approach 

behaviour 
resulting 

in 
im

pulse 
purchases and d

onovan et al., (1994) reported 
that in unpleasant settings arousal w

as associated 
w

ith w
hat they labelled as ‘un’spending. B

ased 
on these findings it is vital that m

anagem
ent tailor 

their displays to be as pleasant for consum
ers and 

elicit arousal from
 them

 in order to increase tim
e 

spent in the store and sales,

d
onovan et al., (1994) hypothesised that:

P
leasure experienced w

ithin the store w
ould be 

positively correlated w
ith unplanned tim

e spent 
in the store and unplanned purchasing; 

B
y using hanging, rail and m

annequin displays, 
w

hile taking into account the com
m

ents m
ade 

•
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by the target m
arket, the retailer can ensure high 

levels of pleasure in-store.

A
rousal is positively correlated w

ith unplanned 
tim

e and purchasing in pleasant environm
ents 

(i.e., for those reporting pleasant experiences), 
but inversely correlated in unpleasant 
environm

ents. 

To ensure arousal along w
ith pleasantness the 

retailer can ensure the products show
n on the 

m
annequin are easy to find and can use the 

hanging 
form

 
of 

display 
taking 

into 
account 

suggestions such as the order of item
s and space 

around the display.

The em
otional variables of pleasure and 

arousal experienced in the store w
ould 

contribute to extra tim
e spent in the store and 

unplanned spending independently of the 
cognitive variables of perceived m

erchandise 
quality, variety, specials, and value for m

oney. 

Turley and C
hebat (2002) state that the stores 

environm
ental elem

ents clearly influence in store 
brow

sing behaviour. B
y using the form

s of display 
correctly taking into account criticism

s m
ade by 

the target m
arket the retailer could ensure that this 

w
as the case. 

The findings show
n prove that the hanging and 

rail based form
s of display are favourites w

ith the 
target m

arket. W
ith no negative rem

arks and few
 

constructive criticism
s, hanging displays achieved 

the m
ost positive response. R

ail displays received 
criticism

s that should be taken into account for 
the target m

arket, and w
hile m

annequins did not 
receive the praise previous literature such as lea-
greenw

ood (1998), k
erfoot et al., (2003), k

otler 
(1973), Levy and W

eitz (1996), and M
organstein 

and S
trongin (1992), w

ould suggest, they are liked 
by the target m

arket and should be used, taking 
criticism

s into account. P
leasure and arousal can 

be elicited using each of these form
s of display 

and so the retailer w
ould create the ideal shopping 

environm
ent w

ith their use.

H
ow

ever, folded form
s of display create low

 levels 
of pleasure resulting in a declared 20%

 avoidance 
rate. There w

as only one case of the display 
eliciting an arousal response, w

here the custom
er 

w
as curious, and 40%

 of respondents em
otionally 

felt strongly about the display using the w
ord “hate” 

to describe it. 

••

It should be noted that results on the rail form
 

of display in particular w
ere quite different to the 

sim
ilar study carried out by K

erfoot et al., (2003). 
The different result could be, at least to som

e 
extent, due to the different target m

arket studied in 
each, and so highlights the fact that it is im

portant 
that the retailer realises its ow

n target m
arkets 

preferences. 

The results can be seen in figures 6 to 9.

Im
plications

N
ew

m
an and Foxall (2004) recom

m
end that in 

order to differentiate them
selves fashion retailers 

should use tools, such as arrangem
ents of stock, 

to delight custom
ers. A

s folded displays w
ere not 

view
ed this w

ay by the target m
arket the study 

recom
m

ends it only be used w
hen necessary. The 

results w
ould im

ply that retails should aim
 to use 

another form
 of display w

herever possible over 
the folded form

, and w
hen necessary use slanted 

shelving or tables for displays. M
anagem

ent could 
also consider displaying products that are easier 
to see from

 a side angle and to m
ove, therefore 

touch and brow
se, such as bags, jew

ellery and 
other accessories.

S
heri 

W
aters 

(2008) 
states 

that 
an 

effective 
display can attract a custom

er and so prom
ote 

a slow
 m

oving item
 or advertise new

 stock. A
s 

hanging w
as the m

ost w
ell received form

 of display 
retailers should use this m

ethod for this purpose. 
D

ue to the fact that the m
ajority of interview

ees 
enjoy looking at m

annequins retailers should use 
these to give custom

ers ideas on new
 trends and 

to show
 the latest stock. H

ow
ever, retailers could 

look at using hanging displays instead of som
e 

in-store 
m

annequins 
because 

as 
one 

quarter 
of respondents rem

arked it offers the best of 
both w

orlds, m
annequin style outfits but w

ith the 
benefits of being able to brow

s a rail display.

B
y using hanging, rail and m

annequin displays 
retailers create a pleasurable environm

ent and 
in m

any cases elicit arousal, therefore creating 
the ideal shopping experience. It is im

portant that 
retailers take in to account the critique given by 
respondents to ensure pleasure levels are as high 
as possible. 

It seem
s im

portant that retailers strike a balance 
w

ith the display types. A
s the m

ajority prefers the 
hanging form

 the author recom
m

ends this form
 of 

display be used the m
ost, follow

ed closely by rail 

displays. M
annequins should be used to show

 the 
latest trends on offer and they could even be lim

ited 
to use in w

indow
 displays. Finally, retailers in this 

m
arket should avoid the use of shelving w

herever 
possible and, w

hen it is a necessity to fold, retailers 
should use slanted shelving or tables.

B
y 

applying 
these 

findings 
practically 

and 
rotating stock, an increase in sales is likely and 
m

anagem
ent 

could 
control 

stock 
levels 

m
ore 

efficiently. The store w
ould be able to reduce the 

num
ber of product options held as satisfaction w

ith 
the products featured, and as a result sales, w

ould 
increase. A

s a result there w
ould be low

er levels 
of discounted stock and w

rite off stock, therefore 
greater profits. These im

plications w
ould result in 

less space being needed in the stock room
 and so 

the retailer could expand their selling space.

C
onclusion

W
hile K

erfoot et al., (2003) found that their study 
did not cover the area of visual m

erchandising and 
the affective responses adequately and in enough 
detail, the author believes that by concentrating 
on the area of product displays and carrying out a 
qualitative study, it has been show

n that the target 
m

arket has a strong opinion on the different form
s 

of display and that these are not alw
ays in line w

ith 
the beliefs of the stores designer. W

hile the study 
w

as for a specific m
arket it highlights the need for 

every retailer to study w
hat form

s of display w
ould 

be m
ost effective for them

. 

Turley and M
illim

an (2000) recom
m

end that the 
retail environm

ent should be arranged w
ith the 

particular consum
er in m

ind. Turley and M
illim

an 
(2000) note that sm

aller retailers, w
ho aim

 at 
narrow

 target m
arkets, w

ill be m
ore able to offer a 

tailored atm
osphere.

a
s 

lea-G
reenw

ood 
(1998) 

recom
m

ends 
the 

effective use of displays in a retail fashion context 
can differentiate a retailer from

 its com
petition. 

C
arbone (1999), states that by creating custom

er 
cues the retailer w

ill draw
 the custom

er in to a 
m

ore 
fulfilling 

shopping 
experience. 

This 
w

as 
definitely the case w

ith the respondents reactions 
to hanging and even rail based displays saying 
they “love” them

 and enjoy shopping them
.

W
ith the current industry structure it is im

portant 
for every retailer to use every asset available to 

them
 to com

pete. A m
ajor differentiation tool is 

atm
ospherics 

and 
as 

K
otler 

(1973) 
highlights, 

even m
ore so w

ith the current econom
ic clim

ate. 
These results show

 that the correct use of display 
to cater for the target m

arket w
ill result in approach 

and brow
sing behaviour (M

ehrabian and R
ussell, 

1974). W
hile this does not necessarily result in an 

increase in sales it does m
ake it four tim

es m
ore 

likely (K
erfoot et al., 2003), and as Turley and 

M
illim

an (2000) note it w
ill increase the consum

ers 
tim

e spent in the store, w
hich leaves the consum

er 
w

ith less tim
e available to spend in other stores.

Turley and M
illim

an (2000) stated that m
ore effort 

is 
needed 

to 
explain, 

predict 
and 

control 
the 

consum
ers’ reaction to atm

ospheric elem
ents. 

This study attem
pts to analyse the atm

ospheric 
elem

ent of product displays in m
ore detail focusing 

on 
pleasure 

and 
arousal 

feelings 
resulting 

in 
approach behaviour (M

ehrabian-r
ussell M

odel, 
1974). 

W
ithin the area of displays a study on the form

 of 
folded displays w

ould be beneficial to a retailer. A
s 

respondents often rem
arked that slanted shelving 

or tables w
ere a preferred m

ethod of display over 
eye level flat shelving, further inquiry into the 
different form

s of displaying folded products could 
help influence approach behaviour further. 

A
lso the study focuses in on one section of the 

fashion retail industry, boutiques, and concentrates 
on 

a 
specific 

m
arket 

segm
ent, 

thirty-five 
plus 

age group. It is im
portant to note, as Turley and 

M
illim

an (2000) state, an atm
ospheric elem

ent 
that produces certain responses from

 one group 
m

ay elicit entirely different responses from
 another 

target m
arket. G

ulas and S
chew

e (1994) found 
that reactions to environm

ents vary by age and 
Yalch and S

pangenberg (1990) found variation by 
gender. The author recom

m
ends that retailers carry 

out their ow
n study for their specific area in retail 

and their m
arket segm

ent in order to appropriately 
design their selling space.

It 
is 

im
portant 

to 
note 

that 
product 

displays 
are a subsection of one of the five elem

ents of 
atm

ospherics (Turley and M
illim

an, 2000) and it is 
crucial that retailers use every elem

ent, and their 
subsections, of atm

ospherics to the best of their 
ability to create the ideal selling space.
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Figure 1 B
itner’s Service-Scape M

odel

Figure 2 The M
ehrabian-R

ussell M
odel (1974)

(From
 M

cG
oldrick and P

ieros, 1998)

Figure 2.3 A
pplying Environm

ental A
esthetics to R

etailing

G
ilboa and R

afaeli (2003)
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Figure 4 The Influence of R
etail A

tm
ospherics 

by Turley and M
illim

an (2000)
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In recent years one of the m
ore rising m

arket in 
retailing has been the one devoted to the video 
gam

e, both in hardw
are and in softw

are. This 
paper aim

s to give at the form
er an overview

 about 
the w

orld m
arket of video gam

es, going deeply into 
the Italian m

arket and into the S
ingaporean one, 

hence w
ants to investigate about the behaviours 

of consum
ers of video gam

es, the video gam
ers, 

analyzing students aged from
 18 to 25 years old 

belonging to tw
o different universities: the N

anyang 
Technological U

niversity in S
ingapore and the 

U
niversity of C

alabria in Italy.  The research is 
aim

ed to study the different kind of video-gam
ers 

and 
their 

behaviour, 
furtherm

ore 
it 

w
ants 

to 
investigate on the w

ays in w
hich these tw

o cultures 
put them

selves tow
ards such im

portant sector from
 

a retailing point of view
. A questionnaire has been 

developed in order to understand the tim
e and 

the m
oney spent in video gam

e and the source 
of inform

ation’s that players adopt w
hen concerns 

the acquisition of inform
ation about, new

 gam
es 

or gam
es rem

ake. The differences betw
een the 

tw
o cultures are quite im

portant, above all in the 
tim

e spent by users on playing w
ith console. In 

S
ingapore m

ore than the 70%
 of respondents use 

console, m
ainly like P

lay S
tation P

ortable, for 2 
hours per day or m

ore and above all during their 
transportation m

ovem
ents and at hom

e, besides 
in Italy the m

ajority states that they use to play less 
than an hour per day, and m

ainly in a not portable 
device. 

For 
w

hat 
concerns 

the 
global 

m
arket 

analysis, taking a look to the sales trends in video 
gam

e over the last decade, it is evident that the 
m

arket value has shifted in the direction of video 
gam

e hardw
are, this thanks to the cutting edge of 

prices due to the cyclical nature of video gam
es 

m
arket and to the price w

ars betw
een producers in 

order to keep console sales up and stim
ulate gam

e 
sales. The trends gathered from

 the questionnaire 
are even proved by the specific m

arket analysis 
related to the sales of console and of videogam

es 
in the tw

o countries. In fact, even if in big grow
th in 

Italy, in the recent years, are still far from
 the one 

related to the S
ingaporean m

arket. A
nother issue 

analyzed am
ong the questionnaire is related to the 

new
 trends that this sector is facing, the trend of 

the serious gam
e, that is taking place in E

urope, 
in U

s and in A
sia too. This new

 category of video 
gam

es is based on the sim
ulation of reality m

atters, 
such as catastrophic events, building construction 
sim

ulations, 
and 

even 
on 

learning 
gam

e 
to 

facilitate the process of acquiring know
ledge. This 

trend takes place because the players of today 
w

ill be the actors of the tom
orrow

’s environm
ent. 

H
ence understanding their behaviour w

ill lead to 
a better and custom

ized global strategic policy for 
the video gam

e producers.

feraco@
unical.it

Introduction
In recent years one of the m

ore rising m
arket in 

retailing is the videogam
e one, both in hardw

are 
and in softw

are. This paper aim
s to give at the 

form
er an overview

 about the w
orld m

arket of 
video gam

es, going deeply into the Italian m
arket 

and into the S
ingaporean one, hence w

ants to 
investigate about the behaviours of consum

ers of 
video gam

es, the video gam
ers, analyzing students 

aged from
 18 to 25 years old belonging to tw

o 
different universities: the N

anyang Technological 
U

niversity 
in 

S
ingapore 

and 
the 

U
niversity 

of 
C

alabria in Italy. The research is aim
ed to study the 

different kind of video-gam
ers and their behaviour, 

furtherm
ore it w

ants to investigate on the w
ays in 

w
hich these tw

o cultures put them
selves tow

ards 
such im

portant sector from
 a retailing point of 

view
. The hom

e video gam
e m

arket em
erged in 

the m
id-1970s w

ith the release of “P
ong” by a

tari 
that w

as the first video gam
e m

achine designed to 
be connected to a hom

e television set  (C
ox 2008). 

N
ow

adays industry is dom
inated by the “big-three” 

oligopolistic firm
s (S

ony, M
icrosoft and N

intendo), 
w

ho each offer a com
peting and incom

patible 
device designed to connect at hom

e television 
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set and enable the ow
ner to play a range of video 

gam
es titles via optical disc. 

W
orldw

ide, 
traditional 

toys 
and 

gam
es 

sales 
are being displaced by video gam

e sales. The 
new

 
tech-savvy 

generation 
of 

consum
ers 

are 
com

fortable and fam
iliar w

ith digital technology 
from

 a young age, bringing the age of video gam
e 

consum
ers dow

n. There is now
 a quicker “w

eaning” 
from

 traditional toys and gam
es, especially am

ong 
boys. The Video G

am
e W

orld M
arket

in 2006/2007 the w
orld m

arket grow
th of 41.15%

 
respect the year before, and of 26.30%

 in the next 
year. This period saw

 the exit of new
 platform

s, 
like P

lay S
tation 3 and X

-B
ox 360, that lead to 

the price fall of the previous one, like the P
lay 

S
tation 2 and the X

-B
ox, giving to custom

ers the 
possibility to buy them

. N
ow

adays the m
arket is 

still dom
inated by the “big-three”, w

ho are still 
perform

ing several strategies in order to acquire 
alw

ays m
ore m

arket share. O
ne of this strategy 

is the cutting price: “the increasing w
ar about the 

cutting prices is taking all consum
ers w

orldw
ide to 

ow
n a console, furtherm

ore this w
ar is designated 

to continue, above all now
 that S

ony, one of the 
leading producers of console decided to rule out 
cutting the price of P

lay S
tation 3 before C

hristm
as 

2008, but for the sam
e price w

ill offer m
ore features 

on its product”(H
arding r

. 2008).

Videogam
e and Video-gam

ers type and 
behaviours
R

olling and A
dam

s (R
olling and A

dam
s, 2003) state 

that a gam
e is a form

 of interactive entertainm
ent 

w
here 

players 
m

ust 
overcom

e 
challenges, 

by 
taking actions that are governed by rules, in order 
to m

eet a victory condition. 

A
ccording to B

arr (B
arr et al, 2006) video gam

es 
are an extrem

ely influential form
 of com

puter 
softw

are. Furtherm
ore com

puter gam
es involve 

m
any 

cognitive 
abilities. 

Lynch, 
as 

early 
as 

1983, stated that cognitive abilities as attention, 
concentration, 

reaction 
tim

e, 
visual 

tracking, 
m

em
ory, 

hand-eye 
coordination, 

m
athem

atical 
ability 

represent 
key 

com
ponents 

in 
com

puter 
gam

es (B
arlett et al 2008). H

ence a video gam
e 

is a gam
e that involves interaction w

ith a user 
interface to generate visual feedback on a video 
device. 

The 
electronic 

system
s 

used 
to 

play 
video gam

es are know
n as platform

s; exam
ples 

of these are personal com
puters and video gam

e 

consoles. These platform
s are broad in range, 

from
 large com

puters to sm
all handheld devices. 

The input device norm
ally used to m

anipulate 
video gam

es is called gam
e controller, w

hich 
varies across platform

s. E
arly personal com

puter 
based gam

es historically relied on the availability 
of a keyboard for gam

e-play, or m
ore com

m
only, 

required the user to purchase a separate joystick 
w

ith at least one button to play (C
ox 2008). M

any 
m

odern com
puter gam

es allow
 the player to use a 

keyboard and m
ouse sim

ultaneously.

B
eyond the com

m
on elem

ent of visual feedback, 
video 

gam
es 

have 
utilized 

other 
system

s 
to 

provide interaction and inform
ation to the player. 

C
hief exam

ples of these are sound reproduction 
devices, such as speakers and headphones, and 
an array of haptic peripherals, such as vibration 
or force feedback and ultim

ately infrared support 
and w

eb cam
eras to perm

it an im
m

ersive the 
interaction through the hum

an and the system
.

G
am

es and play becom
e som

ething w
orth studying 

academ
ically due to their com

m
ercial im

portance, 
their 

cultural 
im

portance 
and 

their 
application 

on 
non-play 

or 
serious 

dom
ains 

(zaphiris 
&

 
A

ng 2007). S
om

e areas of gam
e studies are: 

Theoretical issues – the study of gam
es as a 

system
 including narratives or interactive stories, 

rules and sim
ulation, sem

iotic system
 and form

al 
m

odels -, M
ethodological issues – m

ethodologies 
in design and evaluation w

hich are m
ost closely 

related 
w

ith 
H

um
an 

C
om

puter 
Interaction. 

It 
explores 

various 
evaluation 

m
ethods 

such 
as 

player-centred 
design, 

player 
(user) 

testing, 
usability and playability -, technical aspects – it is 
the traditional com

puter science research involving 
algorithm

 and artificial intelligence, m
athem

atical 
solutions for graphics and visualization, technicality 
on video/audio/netw

ork -, S
ocial C

ultural aspects 
– these studies are gaining m

uch popularity due 
to the em

ergence of M
assively M

ultiplayer O
nline 

r
ole P

laying G
am

es (M
M

O
r

P
G

) in w
hich player-

player interaction plays a very im
portant role. 

Video gam
es are being used in alw

ays m
ore and 

m
ore areas; they are em

erging as an increasingly 
popular instructional tool in education (Lacasa et 
al 2008, O

rvis et al 2008), industry and m
ilitary 

(B
urgos, Tattersall &

 K
oper 2007) and furtherm

ore 
has been proved that know

ledge acquisition and 
transfer of the skills learned in the gam

e to the 
real-w

orld tasks is very efficient (G
opler, W

eil &
 

B
racket 1994). a

ccording to a research done by 
de A

guilera and M
endiz (de A

guilera &
 M

endiz 
2003) 

the 
m

ajority 
of 

the 
studies 

conducted 

on videogam
es share the view

 that the use of 
videogam

es 
can 

be 
instrum

ental 
in 

acquiring 
abilities and skills like: spatial perception and 
recognition, developm

ent of visual discernm
ent 

and separation of visual attention, developm
ent of 

inductive logic, cognitive developm
ent in scientific/

technical aspects, developm
ent of com

plex skills, 
spatial representation, inductive discovery, iconic 
code construction and gender construction (de 
A

guilera &
 M

endiz, 2003). E
ven from

 a H
um

an 
C

om
puter Interaction there is an increasing interest 

in approaching gam
e studies, according to B

arr  
(B

arr, N
oble &

 B
iddle 2007) the m

ajority of H
C

I 
literature on video gam

es does explicitily focus 
on how

 gam
es are different from

 the traditional 
dom

ains of H
C

I.

The Italian M
arket 

d
uring 2008 the video gam

e m
arket in italy grew

 
of the 27,7%

, the sector accounted for €1.3 billion, 
of w

hich hardw
are accounted for 50.2%

 w
hile 

softw
are 

accounted 
for 

the 
rem

aining 
49.8%

. 
The 

Italian 
retail 

sector 
is 

highly 
fragm

ented: 
retailers that do not belong to large chains sell 
m

ore than 50%
 of videogam

e. The leader in video 
gam

e hardw
are in 2007 is still S

ony thanks to the 
launch of the P

lay S
tation 3, even if it lost 1%

 of 
m

arket share because of N
intendo affirm

ation of 
W

ii and N
intendo D

S
. From

 the softw
are side the 

subsector is dom
inated by the D

igital B
ros S

pa, as 
a distributor and as a co-publisher, w

hich adapts 
videogam

es to the Italian culture, language and 
m

arket, m
anages advertising cam

paigns and P
ublic 

R
elations activities, and organizes events. In 2007 

the sales of hardw
are and softw

are rise up due to 
the launch of the new

 consoles done by S
ony w

ith 
its P

lay S
tation 3 and by N

intendo w
ith its W

ii and 
D

S
. Furtherm

ore the sector has been helped by the 
new

 target of producers, that if before focusing on 
young people now

 they target fam
ilies, adult and 

m
iddle-aged, w

ith brain training and languages 
courses gam

es. in 2008 the faster grow
ing sector 

w
as video gam

e hardw
are increasing the sales of 

38.4%
 from

 their 2007 level. this w
as due even 

to the success of the portable consoles, such as 
P

lay S
tation P

ortable and N
intendo D

S
. E

ven the 
softw

are sector grow
 up of 27.7%

 from
 its 2007 

level due to the dem
ographic and technological 

factors, in fact the grow
ing population becom

ing 
video 

gam
ers 

include 
an 

alw
ays 

increasing 
percentage 

of 
fem

ales. 
D

espite 
the 

double 
digit percentage of sales related to the softw

are 
subsector, sales w

ould be higher in the absence 

of counterfeit softw
are, that is w

hy piracy is a big 
problem

 for the Italian video gam
e m

arket, since 
sharing gam

es is considered a social behaviour 
that saves m

oney. The leading and distribution 
channel for the video gam

e purchase is the leisure 
and personal goods retailers w

ith a m
arket share 

of the 29%
. A

fter all the Italian videogam
e m

arket is 
still underdeveloped, in fact penetration console is 
only the 6.9%

 of the total population and spending 
on console and videogam

es is only the 0.044%
 

of the G
ross D

evelopm
ent P

roduct, values that 
result to be low

est am
ong N

orth A
m

erica and W
est 

E
uropean countries.

The S
ingaporean M

arket
The video gam

e hardw
are in S

ingapore grew
 by 

61.5%
 to becom

e the leading subsector. B
eside 

Italian m
arket w

here the leading console is the P
lay 

S
tation 3, in S

ingapore the N
intendo W

ii becom
e 

the surprise w
inner capturing the 26.3%

 of the 
entire video gam

es sector, signing an unexpected 
result even if launched in M

ay 2007 against the 
P

S
3 launched in M

arch 2007. B
ut this trend is not 

forecasted to continue because, due to the fact 
that the leading position for console is directly 
proportioned to its gam

e library, S
ony is expected 

to put on the m
arket gam

es that w
ill show

 the full 
console potential by the end of 2009. Instead, for 
w

hat is concerning the handheld gam
e console 

m
arket, S

ony is still the leader w
ith its P

lay S
tation 

P
ortable, that, beside the rest of the w

orld, is m
ore 

affirm
ed that the N

intendo D
S

; this is due to its 
gam

es library that allow
s m

any P
S

2 gam
es to be 

played on it. Furtherm
ore, S

ony w
ill be helped 

in gaining back its 2007 loss from
 another m

ajor 
developm

ent in january 2008, w
hen S

ony’s B
lue-

r
ay disk becam

e the industry standard for high-
definition 

content. 
the 

availability 
of 

high-end 
video gam

es that m
ake full use of the new

 video 
gam

e consoles is the single m
ost im

portant factor 
affecting purchasing decision in the videogam

e 
subsector, this to confirm

 w
hat stated above. The 

leisure and personal goods w
ith the 15,9%

 of 
sales represent the m

ost im
portant channel in this 

subsector. 

The case analysis of Italy and S
ingapore:

To com
pare the tw

o countries a correlation index 
has been defined. This index has been calculated 
dividing the S

ingaporean population for the Italian 
population, in order to get their relation; hence 
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w
hen the different value w

ill be com
pared the Italian 

one w
ill be divided by this index in order to have 

an accurate com
parison. A

ccording to the w
ebsite 

w
w

w
.indexm

undi.com
 

the 
Italian 

inhabitants 
in 

2008 are 58.1455.321 w
hile the S

ingaporeans are 
4.608.167; hence the relation index w

ill be given 
by the division betw

een S
ingaporeans and Italians, 

and it is equal to the percentage of 7.925. It m
eans 

that the num
ber of S

ingaporeans inhabitants is 
equal to the 7.925%

 of the Italians one. In order 

to be com
pared all Italian values w

ill be divided 
by this index and then linked to the S

ingaporean 
one. A

ll values w
ill be show

n in E
uro, and the 

change rate used has been taken from
 the w

ebsite 
w

w
w

.xe.com
 that states 1S

$ equal to 0.515703€. 
The follow

ing table is show
ing the sales of Video 

G
am

e by subsectors, video gam
e hardw

are and 
video gam

e softw
are from

 the 2004 to the 2008 (all 
values are in M

illions of E
uro):

Table 2: Personal elaboration of m
arket values from

 2004 to 2008

For a better com
parison of the tw

o m
arket, the annual grow

th percentage has been calculated and show
ed in the follow

ing 
table:

Table 3: G
row

th percentage from
 2004 to 2008 in Italy and Singapore

It is visible that the S
ingaporean m

arket is quite 
m

ore rising than the Italian one; this is even due 
to the fact that in S

ingapore there is a strong 
governm

ent support for developing and raising 
the profile of videogam

es developm
ent. In fact the 

governm
ent regards the subsector as a part of the 

m
edia industry in its m

edia developm
ent plans. 

The S
ingaporean M

edia D
evelopm

ent A
uthority 

(M
D

A
) introduced of a new

 gam
es classification 

system
 in early 2008 as part of its ongoing plans 

for expanding the scope of socially acceptable 
m

edia in S
ingapore. 

The research m
ethodology

To understand the basilar differences betw
een 

S
ingaporean 

and 
italian 

video-gam
ers, 

a 
questionnaire has been subm

itted to 100 people 

in each of the tw
o countries. H

ence a quantitative 
research has been chosen to gather statistics 
data and questionnaires have been structured in 
order to understand the habits video-gam

ers have 
regarding the tim

e spent and the place w
here to 

play, the am
ount of m

oney dedicated to the video 
gam

es purchase, the source w
here they gather 

inform
ation on the new

 products of the videogam
e 

m
arket, and finally their know

ledge about the 
ultim

ate trends E
urope, U

S
 and A

sia are facing 
tow

ards the production of the so called “S
erious 

G
am

e”. B
efore subm

itting the questionnaire the 
interview

ed w
ere asked if they w

ere fam
iliar w

ith 
videogam

es, hence to their positive answ
er they 

w
ere com

patible w
ith the fulfilling of questionnaires.  

A
ll interview

ed people w
ere chosen of an age 

betw
een 18 and 25 years old, m

ale and fem
ale, 

in the course of their studies; in S
ingapore all of 

them
 belong to the S

chool of C
om

puter S
cience 

of N
anyang Technological U

niversity, w
hile in Italy 

they belong to the Faculty of E
ngineering of the 

U
niversity of C

alabria. B
ecause this w

ork didn’t aim
 

to understand their attitudes, but their habits, no 
Likert’s scale has been used, but sim

ple and closed 
questions in order to understand basic behaviours 
that w

ould be helpful for future production strategies 
for video gam

e developm
ents. 

R
esults analysis

The interview
ed tw

o hundred people belong to 
N

anyang Technological U
niversity in S

ingapore, 
and precisely to the S

chool of C
om

puter S
cience, 

and to the U
niversity of C

alabria in Italy, Faculty 
of M

anagem
ent E

ngineering; before giving them
 

the questionnaire all w
here asked if fam

iliar w
ith 

videogam
e, this in order to have a direct interview

ed 
subject 

on 
video-gam

ers. 
the 

S
ingaporean 

students interview
ed w

ere 100, w
here the 73%

 
m

ale and the 27%
 fem

ale, w
hile in Italy on 100 

interview
ed the 80%

 w
as m

ale and the rem
aining 

20%
 fem

ale. From
 the data S

ingaporeans seem
 to 

be m
ore addicted to videogam

es, in fact for w
hat 

concerns the console ow
ned (including the P

C
 or 

M
a

C
 if used as a video gam

e m
edium

) the 47%
 in 

S
ingapore ow

ns 3 consoles w
hile in Italy only the 

25%
 ow

ns the sam
e num

ber of console, the 43%
 

of Italians interview
ed subjects ow

ns 2 consoles 
against the 35%

 of S
ingaporeans, 1 console is 

ow
ned by 16 S

ingaporeans on 100 and by 29 
Italians on 100. B

ut m
ore interesting is the results 

related to the tim
e spent and the place w

here to 
play: the 70%

 of S
ingaporeans spend 2 hours 

playing per day, w
hile the 69%

 of Italians plays 1 
hour or less per day and only the 27%

 plays for 2 
hours; during the w

eek the 66%
 of S

ingaporeans 
plays for m

ore than 12 hours w
hile the 32%

 of 
italians from

 4 to 8 hours, only the 27%
 from

 8 to 
12 hours and the 26%

 from
 1 to 4 hours. r

egarding 
the place w

here to play, the 58%
 of S

ingaporeans 
use to play inside bus or m

etro, during their route 
to u

niversity and back, and the rem
aining 42%

 in 
their ow

n place, the m
ajority of italians, the 86%

 
prefer to play hom

e and the 10%
 of them

 use 
to play at friend’s place, thing that none of the 
S

ingaporeans answ
ered. For w

hat concerns the 
m

oney spent on Videogam
e both S

ingaporeans, 
the 83%

, and italians, 94%
, use to spend less the 

€50 per m
onth, and only the 17%

 of S
ingaporeans 

stated to spend betw
een €50 and €75 per m

onth. 
The m

ain source of inform
ation in both countries is 

internet: the 84%
 of S

ingaporeans stated it, w
hile 

the 13%
 retrieve inform

ation from
 m

agazines; 

the 63%
 of Italians get new

s from
 the w

eb, w
hile 

the 19%
 use to gather inform

ation from
 friends, 

things that only the 1%
 of S

ingaporeans stated. 
The videogam

e category preferred from
 the 50%

 
of S

ingaporeans is A
dventure, the 37%

 of them
 

likes the shooting w
ar gam

es, w
hile the rem

aining 
percentage are 5%

 for S
ports and 8%

 S
trategy; in 

italy things are different, in fact the 38%
 prefers 

to play S
port gam

es, the 29%
 A

dventure gam
es, 

the 26%
 shooting all gam

es and the rem
aining 7%

 
strategy gam

es. 

C
onclusions and future w

orks
M

oreover the different regions behave sim
ilarly, 

except for few
 characteristics related to cultural 

issues, Italians seem
s to be m

ore social oriented, 
in fact they like to play at friend’s place w

hile 
none of the S

ingaporean choose this preference, 
furtherm

ore even one of the inform
ation source of 

Italians has been chosen to be for the 19%
 friends 

against the only the 1%
 of S

ingaporeans. A
nother 

issue that states this founding is the preferred 
category of gam

ing: for Italians it is S
port, a social 

activity, w
hile for S

ingaporeans it is A
dventure and 

shooting w
ar, m

ore individual gam
es. The tim

e 
spent to play unified w

ith the place w
here to play 

underlines this behaviour too. In fact the 70%
 of 

S
ingaporeans use to play for 2 hours w

hile the 
69%

 of Italians for 1 hour per day, and the 66%
 

of the S
ingaporeans use to play for m

ore than 12 
hours per w

eek, w
hile in italy the 32%

 plays for 4 to 
8 hours per w

eek; furtherm
ore the place w

here to 
play for a

sians is inside m
eans of transport, 58%

, 
and their ow

n place, 42%
, w

hile italians play for the 
86%

 in their ow
n place and for the 10%

 in friend’s 
place. A

fter the aim
 to study the different behaviour 

betw
een the tw

o cultures analyzed the research 
w

anted to investigate on the level of know
ledge 

of people related to the serious-gam
e, this new

 
trend that the w

orld is facing. Zyda (Zyda 2005) 
defines serious gam

e beginning from
 the definition 

of gam
e, then videogam

e and after serious gam
e: 

a gam
e is a physical or m

ental contest, played 
according to specific rules, w

ith the goal of am
using 

or rew
arding the participant; a video gam

e is “a 
m

ental contest, played w
ith a com

puter according 
to certain ruled for am

usem
ent, or w

inning a 
stake”, a serious gam

e is “a m
ental contest, played 

w
ith a com

puter in accordance w
ith specific rules 

that uses entertainm
ent to further governm

ent or 
corporate training, education, health, public policy, 
and strategic com

m
unication objectives”. In 2002 

there has been a S
erious G

am
e Initiative, launched 
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by 
the 

W
oodrow

 
W

ilson 
International 

C
enter 

for S
cholars in W

ashington D
.C

.,  w
here gam

es 
w

here 
m

ade 
for 

non-entertainm
ent 

purposes. 
O

ther research centre as the E
volutionary S

ystem
 

G
roup at the U

niversity of C
alabria use them

 
as a tool to preserve and prom

ote the cultural 
heritage (B

ertacchini &
 Feraco 2008). the area 

of application of the serious gam
es is huge, the 

follow
ing picture give a broad m

ap of it.

Future w
orks w

ill be aim
ed to go in deep inside 

the serious gam
es, and focused on understanding 

how
 consum

ers rely w
ith them

 in order to develop 
a general behavioural m

odel for Italian consum
ers 

of this product, to achieve this task a larger part of 
Italian population w

ill be investigated.
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A
bstract

N
ow

adays 
consum

ers 
not 

only 
consum

e 
the 

products of their ow
n countries, but also purchase 

and use the products of m
any other countries in 

everyday life. The levels of consum
ers’ global 

consciousness appear to be influenced by their 
personal factors. A

nd it is expected that a part 
of one’s taste can be determ

ined by the global 
consciousness. E

specially, fashion is the area 
w

here traditional elem
ents and globalized (w

hether, 
w

esternized) elem
ents m

eet and therefore, the 
preference for fashion style w

ill be differentiated 
according to global consciousness. The purpose 
of this study is to identify the influence of global 
consciousness on style preference. S

ince fashion 
interests 

are 
generally 

considered 
as 

one 
of 

essential factors w
hich determ

ine fashion style 
preference, this study intended to observe the 
relationship betw

een global consciousness and 
fashion interest, and to identify the influence of 
fashion interest on style preference. E

m
pirical data 

w
ere collected by self-adm

inistered questionnaires 
distributed to 178 respondents at three universities 
and 

tw
o 

high 
schools 

during 
A

ugust 
and 

S
eptem

ber 2005. A m
easurem

ent, including one 
preference variable and 23 im

age adjectives to 
evaluate eight fashion stim

uli (S
tyle A to H

), and 
five global conscious statem

ents and six fashion 
interest statem

ents, w
as developed. S

even-point 
Likert-type scale w

as applied. D
ata w

ere analyzed 
by descriptive statistics, correlations, and A

N
O

VA
. 

The m
ean scores of global consciousness and 

fashion interest w
ere 5.26 and 4.04, respectively. 

A
nd the correlation betw

een global consciousness 
and fashion interest w

as positively significant. The 
respondents w

ere divided on the basis of the scores 
of global consciousness and fashion interest. B

y 
deleting m

edium
 group, high and low

 groups in 

global consciousness, and high and low
 groups 

in fashion interest w
ere determ

ined. The results 
show

ed that people w
ith high fashion interest liked 

fem
inine, decorative and unique im

age styles. In 
addition, even though the significant difference 
w

as not great, it w
as possible to conclude that 

high 
global 

conscious 
group 

accepted 
exotic 

im
ages m

ore w
illingly. A

s globalization proceeds, 
m

ore researches concerning consum
ers’ global 

consciousness are expected. 

K
ey w

ords: global consciousness, fashion interest, 
style preference

ihnhee@
kum

oh.ac.k

Introduction
Thanks 

to 
the 

developm
ent 

of 
transportation 

and com
m

unication, people freely m
ove across 

the borders and extend their interests over to 
foreign countries. N

ow
adays consum

ers not only 
consum

e the products of their ow
n countries, but 

also purchase and use the products of m
any other 

countries in everyday life. yang (2004) argued 
that the product preference could be driven from

 
cultural m

eaning suitable to global segm
entations 

in today’s global m
arket. 

The levels of consum
ers’ global consciousness 

appear to be influenced by their personal factors. 
A

nd it is expected that a part of one’s taste can 
be determ

ined by the global consciousness. Taste 
can be regarded as a phenom

enon or a living 
m

ode related to com
plexity of physical and m

ental 
aspects of any person (Lee, 1995). E

specially, 
fashion is the area w

here traditional elem
ents 

and globalized (w
hether, w

esternized) elem
ents 

m
eet and therefore, the preference for fashion 
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style w
ill be differentiated according to global 

consciousness. 

It is difficult to find any research paper concerning 
global consciousness, even though som

e articles 
on globalization have given a certain insight. The 
w

orld society is in the process of globalization 
w

hile w
orld citizens are developing their global 

consciousness. Therefore, the concept of global 
consciousness is w

orth to be studied in depth from
 

various aspects.  

The purpose of this study is to identify the influence 
of global consciousness on style preference. S

ince 
fashion interests are generally considered as one 
of essential factors w

hich determ
ine fashion style 

preference, this study intended to observe the 
relationship betw

een global consciousness and 
fashion interest, and to identify the influence of 
fashion interest on style preference. 

P
revious R

esearches

G
lobal C

onsciousness
R

obertson regarded the concept of globalization 
as hum

an interconnections that assum
ed global 

proportions 
and 

transform
ed 

them
selves; 

and 
part and parcel of the eternal hum

an quest for 
security 

and 
w

ell-being 
(Flanders, 

2004). a
nd 

he suggested three w
aves of globalization. The 

first one w
as about 1500. The discoveries and 

conquests triggered trade. The second one is the 
grow

th of industrialization and its spread through 
trade. A

nd the third one is current period after 
the S

econd W
orld W

ar. A
fter the third w

ave of 
globalization, global consciousness w

as spread 
to w

orld citizens. E
ven though there are som

e 
argum

ent on the positive aspects and negative 
aspects of globalization (yoon and C

hung, 2008), 
today the w

ave of globalization is a m
ain stream

. 
There have been som

e researches on global 
m

arket segm
entation (A

urifeille et al., 2002) and 
global branding (C

hung and k
im

, 2008), it is hard 
to find researches related to global consciousness, 
a factor concerning consum

ers’ psychology. 

Fashion Interest
Fashion interest has been studied as a sub-
dim

ension of other fashion-related variables such 
as fashion involvem

ent and/or fashion attitude, 
rather than as an independent conception (K

im
, 

S
, 2005). A

nd it has been characterized as one 
im

portant elem
ent of fashion leadership. G

enerally, 
it is accepted that fashion leaders have high fashion 
interest (r

ee and r
hee, 1989; G

utm
an and M

ills, 
1982). C

om
pared to fashion involvem

ent, fashion 
interest could be determ

ined as a kind of tendency 
to like fashion-related subjects and/or objects. 
Instead, fashion involvem

ent can be considered 
as continuous and strong em

pathy w
ith fashion. 

K
im

 (2005) studied fashion interest as an elem
ent 

determ
ining 

clothing 
shopping 

orientation 
and 

clothing purchasing behavior. 

R
esearch M

ethods

M
easurem

ents
A m

easurem
ent, including one preference variable 

and 23 im
age adjectives to evaluate eight fashion 

stim
uli (S

tyle A to H
), and five global conscious 

statem
ents and six fashion interest statem

ents, w
as 

developed. 23 im
age w

ords included 16 clothing 
im

age adjectives borrow
ed from

 C
hung and R

hee 
(1992), three exotic-related adjectives w

hich have 
been expected to have som

e relationship w
ith 

global consciousness, and four continental im
ages 

(e
uropean, a

sian, a
m

erican, a
frican). S

even-point 
likert-type scale w

as applied (1= strongly disagree, 
4 = neutral, 7 = strongly agree) to evaluate each 
im

ages. E
ight fashion stim

uli w
ere selected am

ong 
fashion collection books from

 2002 S
/S

 to 2005 
F/W

. The stim
uli w

ere controlled in term
s of the 

m
odel’s face, the posture, and the background. 

These stim
uli w

ere presented in Figure 1. Five 
statem

ents to m
easure the global consciousness 

w
ere developed by the authors. Fashion interest 

variable w
as consisted of six item

s considering the 
previous researches (C

hae, 1992; C
hung et al., 

2005; K
im

, 1996; K
im

, 2000; K
im

, 2003).   

D
ata C

ollection and A
nalysis

e
m

pirical data w
ere collected by self-adm

inistered 
questionnaires distributed to 178 respondents at 
three universities and tw

o high schools during 
A

ugust and S
eptem

ber 2005. M
ale subjects w

ere 
68 (38.2%

) and fem
ale subjects w

ere 110 (61.8%
). 

D
ata 

w
ere 

analyzed 
by 

descriptive 
statistics, 

correlations, and A
N

O
VA using S

P
S

S
W

IN
 10.1.3.

R
esults and D

iscussions

D
escriptive S

tatistics for G
lobal 

C
onsciousness and Fashion Interest

The m
ean scores of global consciousness and 

fashion interest w
ere 5.26 (S

D
 = 1.000) and 

4.04 (S
d

 = 1.384), respectively. a
bout 90 %

 of 
respondents exceed the m

edium
 value (score 4) 

in their global consciousness score. Therefore, 
it w

ould be reasonable to rem
ark that the global 

consciousness w
as high and hom

ogeneous in 
general. 

H
ow

ever, 
the 

fashion 
interest 

of 
the 

respondents 
w

as 
dispersed. 

The 
correlation 

betw
een global consciousness and fashion interest 

w
as significant (r = 0.511, p = 0.000). A

s the global 
consciousness of the respondents increased, the 
fashion interest of them

 increased, too. 

G
roups by G

lobal C
onsciousness and 

Fashion Interest
The respondents w

ere divided on the basis of the 
split points of the scores of global consciousness 
and fashion interest. B

y deleting m
edium

 group, 
low

 groups (n = 71) and high groups (n = 67) in 
global consciousness, and low

 (n = 65) and high 
(n= 61) groups in fashion interest w

ere determ
ined. 

The score range of low
 global conscious group 

w
as from

 1.20 to 5.00, and that of high global 
conscious group w

as from
 5.80 to 7.00. the score 

range of low
 fashion interest group w

as from
 1.00 

to 3.65, and that of high fashion interest group w
as 

from
 4.83 to 7.00. 

D
ifference of S

tyle P
reference by H

igh 
and Low

 G
roups 

O
ne-w

ay a
N

O
Va w

as perform
ed to investigate 

the 
style 

preference 
according 

to 
the 

global 
consciousness and the fashion interest. A

s show
ed 

in Table 1, style H
 w

as significantly preferred m
ore 

by high global conscious group than low
 global 

conscious group. Im
age evaluations for eight styles 

w
ere presented in Table 3. S

tyle H
 w

as scored 
high in fem

inine, dressy, rom
antic, graceful, and 

exotic im
ages. 

In Table 2, difference of style preference by high 
and low

 fashion interest groups w
as show

ed. 
S

tyle A w
as not preferred by both low

 and high 

fashion interest groups, but high fashion interest 
group disliked this style m

ore. In term
s of im

age 
evaluation (Table 3), style A w

as considered as 
having active, m

annish, m
odern, youthful, sim

ple, 
and urbane im

ages.

S
tyle B

, D
, F w

ere preferred by high fashion 
interest group, but not preferred by low

 fashion 
interest group. S

tyle B
 w

as evaluated as O
riental, 

A
sian, unique, decorative, and fem

inine im
ages. 

The scores of style D
 w

ere high in fem
inine, 

unique, E
uropean, exotic, decorative, and dressy 

im
ages, and those of style F w

ere high in fem
inine, 

O
riental, A

sian, fashionable, unique, and urbane 
im

ages. 

C
onsidering the results on the style preference, the 

influence of the global consciousness w
as w

eak. 
O

nly one style am
ong eight styles w

as evaluated 
differently in the preference of respondents divided 
into low

 and high gorups. In this case, how
ever, 

the preference of exotic im
age by high global 

conscious group w
as identified. 

In the m
eantim

e, fashion interest w
as considered 

as effective variable determ
ining style preference. 

There w
ere som

e m
eaningful trends identifying 

high fashion interest group and low
 fashion interest 

group. Fem
inine, decorative and unique im

ages 
w

ere sought m
ore by high fashion interest group 

than low
 fashion interest group. 

C
onclusion

The purpose of this study w
as to investigate the 

influence of global consciousness and fashion 
interest on style preference. The results show

ed 
that the global consciousness of the respondents 
w

as high and hom
ogeneous in general, but the 

fashion interest of them
 w

as relatively dispersed. 
The 

correlation 
betw

een 
global 

consciousness 
and fashion interest w

as significantly positive.  

S
tyle preference w

as investigated in term
s of global 

consciousness and fashion interest. The scores of 
preference on eight stim

uli w
ere com

pared betw
een 

low
 and high groups according to tw

o variables, 
respectively. The results show

ed that people w
ith 

high fashion interest liked fem
inine, decorative and 

unique im
age styles. In addition, even though the 

significant difference w
as not great, it w

as possible 
to conclude that high global consciousness group 
accepted exotic im

ages m
ore w

illingly. 



I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

116
117

I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

This 
study 

has 
som

ew
hat 

exploratory 
characteristic. O

ne’s style preference, a kind of 
taste, w

as expected to be determ
ined by his/her 

global consciousness. B
ut, the results show

ed a 
little actual tendency regarding this expectation. 
The 

m
easurem

ent, 
w

hich 
is 

not 
elaborately 

developed, could be one reason of this. The 
lim

itation of the style stim
uli could be another one. 

O
ther product item

s, instead of fashion, m
ay draw

 
strong style preference difference according to 
global consciousness.

There has been little research paper concerning 
global consciousness. A

s globalization proceeds, 
m

ore 
researches 

concerning 
consum

ers’ 
global 

consciousness 
are 

expected. 
In 

the 
future, various attitude and behavior variables 
should be investigated in the aspects of global 
consciousness.
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Table 3. Im
age evaluations for eight styles (N

 = 178)
Table 3. Im

age evaluations for eight styles (N
 = 178) (cont.)
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Figure 1. Eight fashion stim
uli
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A
bstract

This study aim
s to explore the linkage betw

een 
consum

er know
ledge and relationship m

arketing, 
including 

the 
association 

betw
een 

know
ledge 

content and relationship m
arketing in a W

eb-based 
fram

ew
ork. First, it exam

ines the im
pact of tw

o 
types of product know

ledge, objective know
ledge 

and 
subjective 

know
ledge 

on 
three 

prim
ary 

variables of relationship m
arketing: satisfaction, 

repurchase intention and custom
er loyalty. Then, 

the effect of four types of know
ledge content 

of the W
eb: declarative know

ledge, procedural 
know

ledge, com
m

on know
ledge and specialized 

know
ledge, 

on 
three 

variables 
of 

relationship 
m

arketing are studied. 

The telecom
m

unication retailing m
arket in the 

U
nited K

ingdom
 has been grow

ing faster than 
other retail businesses in recent years because of 
the high grow

th in the m
obile phone sector. The 

interview
s w

ith the m
obile phone shop m

anager 
and sales representatives show

ed that the m
ost 

im
portant inform

ation for custom
ers is the tariff. 

Therefore, m
obile phone tariffs are the focal area 

of this research.

Ten 
hypotheses 

are 
developed 

based 
on 

literature review
ed. Five of ten hypotheses are 

supported by the experim
ent. The results reveal 

that there is difference betw
een the effect of 

objective know
ledge and subjective know

ledge 
on relationship m

arketing factors. The findings 
also dem

onstrate that the four types of know
ledge 

content of the W
eb have im

pact on relationship 
m

arketing variables in different w
ays. 

K
eyw

ords: 
consum

er 
know

ledge, 
relationship 

m
arketing, the w

eb context 

Tel: +6681-619-4619, Fax: +663-259-4027

E
-m

ail: jantim
a@

su.ac.th

Introduction
K

now
ledge is defined as the body of facts and 

principles (e.g. inform
ation and understanding) 

accum
ulated by m

ankind about a dom
ain (D

elbridge 
and B

ernard, 1998 cited in P
age and u

ncles, 
2004). S

im
ilar to know

ledge, consum
er know

ledge 
(C

K
) is the ‘the total am

ount of inform
ation stored in 

m
em

ory’ (B
lackw

ell et al., 2001), but it is a subset 
of the inform

ation related to a product, purchase 
and consum

ption. It is im
portant to note that w

hat 
a consum

er know
s or does not know

 strongly 
influences 

his/her 
decision-m

aking 
processes 

(Ibid, 2001). S
ince one of the com

m
on m

arketing 
objectives is to influence C

K
 (E

ngel et al, 1995), it 
is critically im

portant for m
arketers to understand 

C
K

.  

R
esearchers have sought to differentiate tw

o types 
of know

ledge (B
rucks, 1985; P

ark and lessig, 
1981; cited in W

han et al, 1994): 1) objective 
know

ledge, w
hich is the inform

ation accum
ulated 

by consum
er in long-term

 m
em

ory, and 2) subjective 
know

ledge, w
hich refers to the perceptions of 

consum
ers regarding their know

ledge about a 
product. The types of inform

ation accum
ulated in 

consum
er m

em
ory, know

n as know
ledge content, 

are also a vital area of study in C
K

 literature. 
There are differences am

ong consum
ers in term

s 
of their know

ledge regarding term
s and processes 

required to achieve a task, and com
m

on or technical 
know

ledge on w
hat a thing is and on how

 to use it 
(P

age and u
ncles, 2004). H

ence, it is essential to 
investigate know

ledge content as w
ell. 
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A key research area is R
elationship M

arketing (R
M

). 
The advance of inform

ation and com
m

unication 
technologies, intensive com

petition, and the costs 
of custom

er acquisition, w
hich can be five to ten 

tim
es m

ore than the costs of retaining existing 
custom

ers (G
um

m
esson, 1999 p.183 cited e

gan, 
2004), have changed traditional m

arketing from
 

being transaction-oriented to relationship-oriented. 
P

revious studies have investigated the distinction 
of C

K
 constructs and the types of C

K
 contents. It 

is found that num
erous research studies provide 

m
any 

view
s 

on 
R

M
, 

especially 
on 

successful 
R

M
 program

s in term
s of business perspective. 

N
onetheless, relatively little is know

n about the 
relationship betw

een C
K

 and R
M

. Indeed, M
ark’s 

(2003) focus group result revealed that participants 
w

ho have a high degree of product expertise tend 
to 

develop 
strong 

brand 
relationship 

w
ith 

the 
organization. H

ence, the association betw
een C

K
 

and R
M

 should be extended in order to understand 
consum

er behaviour thoroughly. 

The Internet has been changing the w
ay consum

ers 
buy goods and services so that currently ‘consum

ers 
have begun to learn how

 to act in an electronic 
m

arket environm
ent’ (Li, K

uo and R
ussell, 1999). 

M
clean and B

lackie (2004) proposed that m
any 

com
panies do not realize the different types of 

C
K

 w
hich occurs during the use of the Internet. 

D
ifferent types of C

K
 and know

ledge content m
ay 

influence consum
er behaviour and their attitudes 

in different w
ays. ‘The W

eb is increasingly being 
view

ed as a tool and place to enhance custom
er 

relationships’ (W
ang and H

ead, 2007). S
ince the 

w
eb is an interactive channel, it is view

ed as a 
convenient 

and 
pow

erful 
com

m
unication 

tool 
w

hich is im
portant for retailers in order to ‘keep 

a regular, continuing and frequent exchange of 
inform

ation’ (Ibid, 2005 p.9) w
ith their consum

ers. 
O

n the other hand, there is a shift of m
arket 

pow
er from

 suppliers to consum
ers resulting from

 
the advance of  inform

ation and com
m

unication 
technologies (P

ires et al., 2006) especially in the 
online context w

hich allow
s consum

ers to sw
itch to 

other suppliers easily by clicking a m
ouse (D

urkin 
and H

ow
croft, 2003). A

dditionally, Li et al (2007) 
found that it is difficult to develop com

m
itm

ent in 
the online consum

er m
arket. C

onsequently, the 
Internet is an instrum

ent that m
ay im

prove or 
w

eaken custom
er relationship. 

W
irtz and M

attila (2003) revealed that a consum
er’s 

expertise has an im
pact on his/her loyalty to the 

service provider. This dem
onstrates the association 

betw
een C

K
 and custom

er relationship. It can be 

stated that the influences of the Internet on C
K

 and 
on custom

er relationships are understood to som
e 

extent; how
ever, the association betw

een C
K

 and 
relationship orientation in the online environm

ent 
need to be exam

ined. This study aim
s to explore 

the linkage betw
een C

K
 and R

M
, including the 

association 
betw

een 
know

ledge 
content 

and 
r

M
 in a W

eb-based fram
ew

ork. B
ased on a 

telecom
s retailing report from

 M
intel (2007), the 

telecom
m

unication 
retailing 

m
arket 

has 
been 

grow
ing faster than other retail businesses in 

recent years because of the high grow
th in the 

m
obile phone sector. The interview

s w
ith a m

obile 
phone shop m

anager and sales representatives 
show

ed that the m
ost im

portant inform
ation for 

custom
ers is the tariff. M

obile phone tariffs are the 
focal area of this research.

Theoretical background and hypotheses

O
bjective know

ledge, subjective know
ledge, 

satisfaction and repurchase intention

S
everal 

studies 
have 

investigated 
the 

effects 
of 

C
K

 
regarding 

a 
product 

or 
product 

class 
tow

ards 
inform

ation 
search 

behaviour 
(e.g., 

a
lba 

and 
H

utchinson, 
1987; 

B
rucks, 

1985). 
C

onsum
er 

expertise 
is 

w
ell 

docum
ented 

in 
term

s of inform
ation processing; yet the effects 

of know
ledge on relationship m

arketing are little 
know

n. In the relationship m
arketing fram

ew
ork, 

custom
er satisfaction is a vital factor of custom

er 
retention 

(H
ennig-thurau 

and 
k

lee, 
1997). 

B
esides, custom

er satisfaction and relationship 
m

arketing are regarded as the key antecedents 
of repurchase intention (P

alm
atier, 2002). Thus, it 

is crucial to exam
ine the relationship betw

een C
K

 
and post-purchase outcom

es (satisfaction level), 
and association betw

een C
K

 and future behaviour 
(repurchase intention).  

E
ven 

though 
it 

found 
that 

objective 
and 

subjective 
know

ledge 
have 

correlation, 
both 

types 
of 

know
ledge 

are 
distinct. 

P
ark 

et 
al 

(1994) suggested that ‘w
hat people think they 

know
’ 

(subjective 
know

ledge) 
and 

‘w
hat 

they 
actually know

 (objective know
ledge) often do not 

correspond’. B
ell et al (2005) indicated that m

ore 
m

arket-savvy custom
ers m

ay quickly gain relevant 
product-related expertise to evaluate the quality of 
service. They m

ay have high expectations w
hich 

lead to a low
 level of satisfaction. W

irtz and M
attila 

(2003) asserted that consum
ers w

ith a high level 

of subjective know
ledge feel confident about their 

ability w
hen they choose service providers so 

they seem
 to have a low

 level of perceived risk. 
This possibly leads to a high level of satisfaction. 
Therefore:

H
1:  

There is a significant difference betw
een 

the effects of objective know
ledge and subjective 

know
ledge on satisfaction 

H
1a:  

O
bjective know

ledge has a negative effect 
on satisfaction

H
1b:  

S
ubjective know

ledge has a positive effect 
on satisfaction

E
xtant literature clarifies that satisfaction, w

hich is a 
key antecedent of repurchase intention (P

alm
atier, 

2002), has a positive effect on repurchase intention 
(A

nderson and S
ullivan 1993 cited in K

um
ar, 2002). 

This study proposes that correlation betw
een C

K
 

and repurchase intention is the sam
e as effect of 

C
K

 on satisfaction. Therefore:

H
2:  

O
bjective know

ledge has a negative effect 
on repurchase intention

H
3:  

S
ubjective know

ledge has a positive effect 
on repurchase intention

K
now

ledge content of the W
eb, satisfaction 

and repurchase intention

P
age and u

ncles (2004) developed scales to 
m

easure 
four 

types 
of 

consum
er 

know
ledge 

content 
concerning 

the 
W

eb: 
declarative/

procedural 
know

ledge 
contents, 

and 
com

m
on/

specialized know
ledge contents. This classifies 

consum
ers into experts or novices, and fam

iliar 
and unfam

iliar. 

They com
bine these four types of know

ledge 
content together as follow

s.

Table 1: A typology of know
ledge content

S
ource: adapted from

 table 1. a typology of consum
er know

ledge (P
age and u

ncles, 2004)

M
andel 

and 
Johnson 

(2002) 
illustrated 

that 
prim

ing (e.g. background pictures and colours 
on a W

eb page) influences experts and novices 
differently. It is probable that different satisfaction 
and repurchase intention levels m

ay exist betw
een 

experts and novices and also betw
een consum

ers 
w

ho are fam
iliar and unfam

iliar w
ith W

eb content. 
Therefore, this study proposes that:

H
4:  

there is a significant difference betw
een 

the effects of the four types of know
ledge content 

on satisfaction

H
5:  

There is a significant difference betw
een 

the effects of the four types of know
ledge content 

on repurchase intention

O
bjective know

ledge, subjective know
ledge 

and consum
er loyalty

C
ustom

er loyalty is considered to be a descendant 
of relationship m

arketing (P
alm

atier, 2002). R
epeat 

purchases 
can 

also 
be 

the 
result 

of 
habitual 

purchase, w
hich is distinct from

 brand loyalty. To 
m

aintain a long-term
 relationship w

ith a custom
er, 

it is essential to consider the association betw
een 

C
K

 
and 

loyalty. 
B

endapudi 
and 

B
erry 

(1997) 
dem

onstrated that the difference in the ease w
ith 

w
hich expert and novice consum

ers can evaluate 
products 

or 
services 

m
ay 

have 
an 

im
portant 

im
pact on custom

er loyalty. W
ith a superior ability 

to identify and encode new
 inform

ation (B
rucks, 

1985), high objective know
ledge consum

ers m
ay 
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have low
er perceived risk in term

s of sw
itching 

costs. O
n the other hand, consum

ers w
ith low

 
expertise m

ay be unw
illing to change suppliers 

because 
‘the 

costs 
of 

sw
itching 

m
ay 

easily 
outw

eigh the m
arginal benefits of establishing a 

new
 relationship’ (B

endapudi and B
erry, 1997). 

Therefore, this study proposes that:

H
6:  

O
bjective know

ledge has a negative effect 
on custom

er loyalty

C
onfidence is an elem

ent of subjective know
ledge. 

C
onsum

ers w
ho have high levels of subjective 

know
ledge feel confident in their decisions so that 

they m
ay have a low

 level of perceived risk (W
irtz 

and M
attila, 2003). W

hile consum
ers w

ith high 
levels of objective know

ledge tend to increase 
their inform

ation search, overconfident consum
ers 

are 
likely 

to 
have 

opposite 
effect 

(A
lba 

and 
H

utchinson, 2000). C
onsum

ers w
ith high level of 

subjective know
ledge m

ay not find alternatives in 
the m

arket (Ibid, 2003); consequently, subjective 
know

ledge should lead to higher levels of loyalty. 
Therefore: 

H
7:  

S
ubjective know

ledge has a positive effect 
on custom

er loyalty

K
now

ledge content and consum
er loyalty

It is confirm
ed that different W

eb atm
ospherics 

drive different product choices for both experts 
and novices (M

andel and Johnson, 2002). This 
involves the possible im

pact of know
ledge content 

of the W
eb on custom

er loyalty. C
onsum

ers m
ay 

sw
itch from

 one w
ebsite to another based on 

their expertise and fam
iliarity w

ith W
eb content. 

Therefore, this research proposes that:

H
8:  

there is a significant difference betw
een 

the effects of the four types of know
ledge content 

on consum
er loyalty 

M
ethodology

Independent variables

O
bjective know

ledge 

It is revealed that there are m
any difficulties arising 

during W
eb usage; hence C

K
 and experience of the 

W
eb are required to m

anage these com
plexities 

(P
age and u

ncles, 2004). M
obile phones are 

a 
technology-driven 

product 
w

hich 
requires 

C
K

 before m
aking any decision. A

ccording to 
interview

s w
ith store m

anagers, sales advisors 
and phone trainers of O

range, Vodafone and O
2, 

w
hich are the top three m

obile phones in term
s of 

usage rate, m
ost custom

ers consider tariffs or how
 

m
uch a paym

ent plan w
ill cost them

 as the m
ost 

im
portant inform

ation for both new
 and current 

custom
ers before m

aking any decisions. H
ence, 

this 
study 

investigates 
objective 

know
ledge 

specifically in term
s of the tariffs or paym

ent plans 
of m

obile phones offered by telecom
s retailers in 

the W
eb dom

ain. 

O
bjective know

ledge has been evaluated using 
objective 

tests 
of 

an 
individual’s 

know
ledge 

regarding a product (R
aju et al, 1995). A new

 
objective know

ledge m
easure is proposed to test 

the extent of know
ledge about tariff plans offered 

by telecom
s retailers in a W

eb context. 

S
ubjective know

ledge

S
ubjective know

ledge has been defined by m
any 

researchers (e.g., B
rucks, 1985; r

aju et al., 1995). 
Flynn and G

oldsm
ith (1999) defined subjective 

know
ledge as ‘a consum

er’s perception of the 
am

ount of inform
ation they have stored in their 

m
em

ory’. They developed a subjective know
ledge 

m
easurem

ent 
using 

five 
subjective 

know
ledge 

item
s. B

ecause of its reliability and the validity of 
the item

s, this study relies on their w
ork to evaluate 

the subjective know
ledge of the respondents. 

K
now

ledge content of the W
eb

P
age and u

ncles (2004) developed four scales to 
m

easure com
m

on declarative, com
m

on procedural, 
specialized declarative, and specialized procedural 
know

ledge content on the W
eb. The focus here is 

telecom
s retailers’ W

eb content concerning tariffs, 
w

hich are the m
ost im

portant factor for custom
ers 

w
hen 

m
aking 

a 
buying 

decision. 
H

ence, 
in 

consultation w
ith support advisors of Inform

ation 
S

ystem
s S

ervices (IS
S

), the central inform
ation 

technology and inform
ation system

s provider for 
the U

niversity of Leeds, and interview
s w

ith m
obile 

phone shop m
anagers and sales staff, the com

m
on 

declarative and com
m

on procedural know
ledge 

questions w
ere adjusted in order to be appropriate 

to the area of study. For specialized declarative and 
specialized procedural W

eb know
ledge item

s, the 
experts suggested no changes w

ere necessary.    

D
ependent variables

S
atisfaction, repurchase intention and loyalty are 

the dependent variables of this research. For the 
constructs considered, m

easures are borrow
ed 

from
 the literature review

. S
atisfaction questions 

use a subset of the item
s from

 H
ennig-thurau et al 

(2002); repurchase intention item
s are m

easured 
w

ith the item
s provided by M

ittal and K
am

akura 
(2001), and H

icks et al (2005); loyalty item
s are 

com
posed of a subset of item

s from
 H

ennig-
Thurau et al (2001).  

C
ronbach’s alpha reliability tests

A
ppendix A dem

onstrates the set of item
s. It is 

suggested that a generally acceptable alpha value 
is above 0.70 (N

unnally, 1967 and 1978). the 
alpha value of the pre-test is 0.809. this show

s 
a high level of internal consistency betw

een the 
item

s.

r
esults and findings

Test of H
ypotheses 1, 1a and 1b

a significant m
odel em

erged: F (2,134) = 10.416, p 
< .0005. The m

odel explains 12.2%
 of the variance 

(A
djusted R

2 = .122). Therefore, hypothesis 1 is 
supported by the m

ultiple regression test. From
 

regression coefficients, objective know
ledge is not 

a significant predictor, but subjective know
ledge 

is. 
S

ince 
no 

statistical 
significance 

is 
found, 

hypothesis 1a is not supported by the results of 
the survey. C

onversely, the regression coefficient 
for subjective know

ledge is 0.549 w
hich im

plies a 
positive effect on satisfaction. H

ence, hypothesis 
1b is supported. 

O
verall, a significant effect for both types of product 

know
ledge on satisfaction is found. H

ow
ever, the 

experim
ent fails to support the hypothesis1a that 

objective know
ledge has a negative im

pact on 
satisfaction, w

hereas the positive effect of subjective 
know

ledge on satisfaction is supported.  

Test of H
ypothesis 2

H
ypothesis 2 proposes that objective know

ledge 
has a negative effect on the repurchase intention 
variable. N

evertheless, statistical significance is 
not found from

 results of the sim
ple regression 

analysis (F (1,135) = 3.225, p = .075). Thus, 

the negative effect of objective know
ledge on 

repurchase intention is not found as expected. 

Test of H
ypothesis 3

S
im

ple regression is used to test hypothesis 3, that 
there is a positive effect of subjective know

ledge 
on repurchase intention. This is supported by the 
significant and positive coefficient (F (1,135) = 
8.985, p = .003, B

 = .483), even though the m
odel 

explains only 5.5%
 of the variance (A

djusted R
2 = 

.055). Therefore, H
3 receives em

pirical support.  

test of H
ypothesis 4

H
ypothesis 

4 
predicts 

that 
there 

is 
difference 

betw
een the effects of four types of know

ledge 
content on satisfaction. The four types of know

ledge 
content have a significant im

pact on satisfaction 
as expected, even though overall the four types 
of know

ledge contents explain only 6.7%
 of the 

variance in satisfaction (r
-square = .094, a

djusted 
r

-square = .067). W
ith an F value of 3.417 and a 

p-value of 0.011, the predicted effect is confirm
ed 

statistically. The final m
odel indicates that com

m
on 

declarative know
ledge is a positive predictor (B

 = 
0.120) w

hereas specialized procedural know
ledge 

is a negative predictor (B
 = -0.136). 

Test of H
ypothesis 5

H
ypothesis 5 proposed that there is difference 

betw
een the effects of four types of know

ledge 
contents 

on 
repurchase 

intention. 
H

ow
ever, 

the expected im
pact is not found in the m

ultiple 
regression test, w

ith an F value of 0.984 and 
a p-value of 0.413. this m

eans the four types 
of know

ledge content do not affect repurchase 
intention in different w

ays.  

Test of H
ypothesis 6

H
ypothesis 6 proposes that objective know

ledge 
has a negative effect on custom

er loyalty. O
bjective 

know
ledge has a significant im

pact on custom
er 

loyalty (F (1,135) = 5.264, p = .023) explaining 
3%

 of the variance in custom
er loyalty (r

-square 
= .030, a

djusted r
-square = .038). N

onetheless, 
the results of the regression coefficient presents 
that 

objective 
know

ledge 
is 

positively 
related 

to custom
er loyalty w

hich is opposite to w
hat is 

predicted. H
ence, hypothesis 6 is not supported. 
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Test of H
ypothesis 7 

H
ypothesis 7 proposes that subjective know

ledge 
has a positive effect on custom

er loyalty. The 
results of the regression analysis show

 that the 
expected relationship is not found, w

ith F (1,135) 
= .544 and p = .462. therefore, hypothesis 7 is not 
supported.

test of H
ypothesis 8

H
ypothesis 

8 
predicts 

that 
there 

is 
difference 

betw
een the effects of the four types of know

ledge 
content on custom

er loyalty. A
s hypothesized, 

the four types of know
ledge contents have a 

significant im
pact on custom

er loyalty (F (4,131) 
= 3.947, p = .005). O

verall the four types of 
know

ledge contents explain 8%
 of the variance 

in custom
er loyalty (r

-square = .108, a
djusted 

r
-square = .080). N

evertheless, the regression 
coefficient for com

m
on declarative know

ledge is 
statistically significant and positively related to 
custom

er loyalty (B
 = .289, p = .015), but other 

types of know
ledge content are not as statistically 

significant as expected.  

C
onclusion

The 
results 

confirm
 

the 
relationship 

betw
een 

product know
ledge and key factors of R

M
. A

s 
proposed 

by 
previous 

research 
(e.g. 

P
ark 

et 
al, 

1994), 
objective 

know
ledge 

and 
subjective 

know
ledge 

are 
different. 

The 
results 

of 
this 

research further illustrate that there are different 
im

pacts of objective and subjective know
ledge on 

satisfaction, repurchase intention and custom
er 

loyalty. 

E
ven though no form

al hypothesis w
as developed 

to assess the relationship betw
een the know

ledge 
content of the W

eb and factors in R
M

, the results 
confirm

 that correlations betw
een them

 exist. 

The results of this study m
ay have im

plications for 
m

arketing practice in the area of com
m

unications. 
The findings suggest that know

ledge regarding 
products or services and know

ledge content on 
the w

ebsites influence consum
ers’ attitudes, w

hich 
in turn affects long-term

 relationship developm
ent. 

Firm
s should pay attention to the content and the 

m
eaning of inform

ation including the flow
 and 

form
at of its w

eb pages in order to offer better 
services and satisfy custom

ers’ needs.
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S
r

chM
ode=1&

sid=4&
Fm

t=4&
V

inst=P
r

O
d

&
V

typ
e=P

q
d

&
r

q
t=309&

V
N

am
e=P

q
d

&
tS

=118488
6481&

clientid=29974>

A
ppendix A 

S
ubjective know

ledge item
s (Flynn and G

oldsm
ith, 1999)

1. 
i know

 pretty m
uch about ____

2. 
i do not feel very confident about ____(*)

3. 
a

m
ong m

y circle of friends, i am
 one of the experts on ___

4. 
C

om
pared to m

ost other people, i know
 less about ___(*)

5. 
W

hen it com
es to ___, i really don’t know

 a lot (*)

(* indicates reverse scored item
s.)

k
now

ledge content of the W
eb (P

age and u
ncles, 2004)

C
om

m
on D

eclarative W
eb K

now
ledge C

ontent

1. 
A w

eb address can som
etim

es contain spaces betw
een the characters. 

2. 
The length of tim

e it takes a page to appear on the screen: 

a. 
depends on the speed of your m

odem
-server connection; 

b. 
is aggravated by pages w

ith lots of pictures; 

c. 
is associated w

ith the term
 bandw

idth; 

d. 
all of the above; 

e. 
don’t know

. 

3. 
W

hich of the follow
ing is N

O
T a dom

ain exam
ple? 

a. 
.gov = governm

ent; 

b. 
.net = netw

ork; 

c. 
.m

il = m
ilitary; 

d. 
.hm

e = hom
e; 

e. 
don’t know

. 

4. 
a dom

ain nam
e is the security key required to read encrypted inform

ation.

5. 
H

yperlinks are clickable text and graphics that connect w
eb pages. 

6. 
Favorites or bookm

arks are a facility used to store w
eb addresses for later use. 

7. 
FA

Q
 is an im

portant site feature as it provides answ
ers to the m

ore com
m

on user questions. 

8. 
N

avigation bars and search engines can assist efficient site navigation. 

9. 
D

ow
nloading is the transfer of files or softw

are to your com
puter from

 a netw
ork. 
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10. 
The security indicator on a program

 used to access the w
eb show

s w
hether a docum

ent is 
secure or insecure. 

(W
eb S

tandards = item
s 1-5; W

eb tools &
 term

inology = item
s 6-10) 

S
pecialized D

eclarative W
eb K

now
ledge C

ontent 

1. 
“B

oolean O
perators” are technologies developed to link w

eb pages. 

2. 
B

andw
idth is only an issue for old com

puters connected to the Internet. 

3. 
B

oolean logic is a system
 of logical thought used to narrow

 search queries. 

4. 
M

eta-craw
lers search m

ultiple search engines to retrieve a com
prehensive list of search 

results. 

5. 
a

n external application used to display non-w
eb standard files w

hile using the w
eb is: a) a 

banner ad; b) a plug-in; c) a server; d) an iS
P

; e) don’t know
. 

6. 
B

andw
idth is the am

ount of inform
ation that can be transferred over the w

eb. 

7. 
D

E
S

 is the standardized encryption m
ethod used on the w

eb. 

8. 
d

igital signatures and digital w
aterm

arks help ensure the authenticity of docum
ents on the 

w
eb. 

9. 
A server is a com

puter softw
are program

 used to access the w
eb. 

10. 
C

ookies are sm
all pieces of inform

ation that are read from
 your com

puter. 

11. 
C

ookies are data files stored on your com
puter to activate com

puter viruses. 

(W
eb tools &

 term
s = item

s 1-5; W
eb S

tandards = item
s 6-9; W

eb C
ookies = item

s 10-11)

C
om

m
on P

rocedural W
eb K

now
ledge C

ontent 

1. 
Typing a correct w

eb address in the U
R

L location field and pressing enter w
ill take you directly 

to the w
eb page specified. 

2. 
You cannot open m

ultiple w
indow

s at the sam
e tim

e to use the w
eb. 

3. 
B

ookm
arks &

 favorites are great tools for creating shortcuts to w
eb pages. 

4. 
the icon in the top right-hand corner of your screen anim

ates w
hen a connection is in 

progress. 

5. 
U

sing search engines properly enables faster access to inform
ation, 

6. 
A benefit of “W

hat’s N
ew

” links is that they display a page about the m
ost current changes or 

updates on a w
eb site. 

(S
peed of W

eb u
se = item

s 1-3; W
eb Features = item

s 4-5; S
ite C

hanges &
 u

pdates = item
 6)

S
pecialized P

rocedural W
eb K

now
ledge C

ontent 

1. 
Textual links som

etim
es change color w

hen you have previously selected that link. 

2. 
The change of a m

ouse pointer to a hand indicates that the text or graphics pointed to are 
links. 

3. 
A U

R
L is how

 w
eb pages or w

eb sites are located on the w
eb. 

4. 
to increase the num

ber of search results from
 a search engine query, “or” is used betw

een the 
w

ords searched for. 

5. 
A

fter view
ing a w

eb page on the screen, it m
ay be placed in cache tem

porarily. 

6. 
To speed up your com

puter you should purge your cache file regularly. 

7. 
W

eb pages are displayed faster by turning on the auto-load im
ages preference on your w

eb 
access softw

are. 

8. 
B

y pressing reload you w
ill ask your com

puter to disconnect your connection to the internet. 

9. 
the follow

ing search engine query: S
ydney + S

port - O
lym

pics w
ould retrieve search results just 

about the S
ydney O

lym
pics. 

10. 
To be random

ly sent to any page on the w
eb you should click the ‘forw

ard’ button. 

11. 
B

y putting (A
N

D
) or (&

) betw
een w

ords in a search engine query, the results retrieved w
ill 

contain both w
ords searched for. 

(W
eb Features = item

s 1-4; S
peed of W

eb u
se = item

s 5-7; q
uality of u

se = item
 8-11) 

D
ependent variables

S
atisfaction item

s (H
ennig-thurau et al., 2002)

1. 
I am

 satisfied w
ith inform

ation regarding m
obile phone’s paym

ent plans show
n on m

y retailer’s 
W

eb.

2. 
I am

 alw
ays delighted w

ith the inform
ation about m

obile phones paym
ent plans provided on m

y 
retailer’s W

eb.

3. 
O

verall, I am
 satisfied w

ith inform
ation of m

obile phones’ paym
ent plans show

n on m
y retailer’s 

W
eb.

R
epurchase intention (M

ittal and K
am

akura, 2001; H
icks et al., 2005)

1. 
I w

ill purchase a m
obile phone from

 the sam
e shop/W

eb next tim
e I need a m

obile phone for 
m

yself.

2. 
B

ased on your ow
nership experience, how

 likely are you to purchase a m
obile phone sold by 

your current retailer at your next purchase occasion.

loyalty (H
ennig-thurau et al., 2001)

1. 
I am

 very likely to stop searching inform
ation regarding m

obile phones’ paym
ent plans from

 m
y 

current retailer’s W
eb.
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2. 
If I w

as faced w
ith the sam

e choice again, I’d still choose the sam
e retailer’s W

eb w
hen searching 

m
obile phones’ paym

ent plans.
C

O
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A
bstract

D
ecision m

aking is one of im
portant and critical 

activities for com
panies in business m

anagem
ent 

as w
ell as for custom

ers in their purchase, w
hich 

is 
a 

com
plicated 

process 
and 

involves 
m

any 
objectives or criteria and preferences and the 
inform

ation available for a decision is not alw
ays 

black and w
hite and in m

ost cases it is vague, 
im

precise or incom
plete, w

hich m
akes the decision 

m
aking even harder. 

S
ince 1960, som

e new
 techniques have been 

developed to assist decision m
aking, and Fuzzy 

logic and A
nalytic H

ierarchy P
rocess (A

H
P

) are 
tw

o of them
. Fuzzy logic w

as first introduced by 
D

r. Zadeh in 1965 to use sophisticate statem
ent 

to translate natural language into a m
athem

atical 
form

ulation. Its early use is m
ainly in process 

control 
such 

as 
subw

ay 
training 

and 
elevator 

operation, fridge and w
ash m

achine and late it 
has been dem

onstrated its potential application 
in 

business 
m

anagem
ent, 

such 
as 

business 
decision m

aking, risk assessm
ent, service quality 

m
easurem

ent 
and 

control, 
business 

dem
and 

forecasting, and location selection of business site 
etc. A

H
P w

as developed by D
r. S

aaty in the 1970 
for m

ultiple objectives decision m
aking and has 

been extensively studied and refined since then. 
It uses hierarchy structure to quantify and relate 
elem

ents of a problem
 to the overall goal and 

pairw
ise com

parisons and eigenvector to search 
for a solution through evaluating the possible 
alternatives. It has also been intensively researched 
and its successful integration w

ith other technology 
such as linear program

m
e, S

W
O

T analysis, genetic 
program

m
ing and data envelopm

ent analysis and 
its successful applications in very broad areas 
strongly dem

onstrate its flexibility and potential in 
m

ultiple objective decision m
aking process.  

This paper aim
s to explain and com

pare the 
algorithm

 
involved 

w
ith 

these 
tw

o 
techniques 

in decision m
aking process. P

urchase decision 
m

aking process for a hotel custom
er w

as used 
as an exam

ple and the four key criteria used in 
selecting a hotel, i.e. price, service quality, location 
and 

safety, 
identified 

through 
literature 

review
 

w
ere used as the criteria to illustrate the decision 

m
aking processes and dem

onstrate the potential 
application of these tw

o techniques in business 
environm

ent. 

K
ey w

ords: A
H

P, fuzzy logic, purchase decision 
m

aking, hotel custom
ers

Introduction
D

ecision m
aking is one of the im

portant and critical 
activities for business organisations and good 
decisions in strategies for business developm

ent, 
m

arketing 
practice, 

staff 
recruitm

ent, 
selecting 

reliable and good suppliers etc. are critical for their 
success. It is also im

portant for custom
ers too 

w
hether they purchase a property, select a hotel 

or airline, choose a school for their children etc. 
D

ecision m
aking is a com

plicated process and 
involves m

any objectives or criteria and variables, 
and the inform

ation available for a decision is not 
alw

ays black and w
hite and in m

ost cases it is 
vague, im

precise or incom
plete, and the traditional 

approaches m
ight not alw

ays w
ork w

ell. 

S
ince 1960, som

e new
 techniques have been 

developed to assist hum
an m

aking decisions, and 
fuzzy logic and A

nalytic H
ierarchy P

rocess (A
H

P
) 

are the tw
o significant and critical inventions. 

Fuzzy logic w
as first introduced by D

r. Zadeh in 
1965 to use sophisticate statem

ent to translate 
natural language into a m

athem
atical form

ulation 
for 

the 
purposes 

of 
using 

im
precise, 

vague 
and incom

plete inform
ation for process control 

(M
andam

i and A
ssilian, 1975). S

ince its birth the 
concept of fuzzy logic has been criticised and even 
recently D

r. Zedeh has to stand up and defend 
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him
self that fuzzy logic is not fuzzy but a precise 

logic of im
precision and approxim

ate reasoning 
and forecasts that “In com

ing years, fuzzy logic 
is 

likely 
to 

grow
 

in 
visibility, 

im
portance 

and 
acceptance” (zadeh, 2008, p. 4). it is its successful 
applications in very broad areas that dem

onstrate 
its significance, usefulness and potential. Its early 
use is m

ainly in process control, such as subw
ay 

training and elevator operation, fridge and w
ash 

m
achine (M

cN
eil and thro, 1994) and as “a new

 
and 

innovative 
technology, 

one 
that 

over 
the 

past few
 years has already revolutionized the 

developm
ent of technical control system

s” (A
ltrock, 

1997). Its application has then been extended in 
business m

anagem
ent, such as business decision 

m
aking, risk assessm

ent, custom
er relationship 

m
anagem

ent, 
service 

quality 
control, 

business 
dem

and 
forecasting, 

and 
location 

selection 
of 

business site etc (C
ox, 1995; M

eier, W
erro and 

A
lbrecht, 2005; Jie, M

eng and C
heong, 2006; 

B
enitez, M

artin and R
om

an, 2007).

B
ased on m

athem
atics and hum

an psychology 
A

H
P w

as developed by D
r. S

aaty in the 1970, 
w

hich 
is 

a 
structured 

technique 
dealing 

w
ith 

com
plex 

and 
m

ultiple-criteria 
decision 

m
aking 

process and uses hierarchy fram
ew

ork to structure 
a problem

, represent and quantify its elem
ents 

and 
relate 

those 
elem

ents 
to 

overall 
goals. 

P
airw

ise com
parisons and eigenvector are then 

used to search for a solution through evaluating 
the possible alternatives. It is one of the m

ost 
w

idely used m
ultiple criteria decision-m

aking tools 
and has been used throughout the w

orld in a w
ide 

variety of decision situations, in the fields such 
as 

governm
ent, 

business, 
industry, 

healthcare 
and education (Vaidya and k

um
ar, 2004). S

ince 
its invention it has been extensively studied and 
refined and has also been intensively researched 
and its successful integration w

ith other technology 
such 

as 
linear 

program
m

e, 
S

W
O

T 
analysis, 

genetic 
program

m
ing 

and 
data 

envelopm
ent 

analysis and it is its successful applications in very 
broad areas strongly dem

onstrate its flexibility and 

pow
erful potential application in m

ultiple objective 
decision m

aking process (H
o, 2007; W

ang and 
C

hen, 2008).

The aim
 of the this paper is to use purchase 

decision m
aking of a hotel custom

er as an exam
ple 

to 
dem

onstrate 
the 

algorithm
 

and 
procedures 

involved in fuzzy logic and A
H

P and com
pare their 

ability in decision m
aking.   

A
lgorithm

Fuzzy logic decision m
aking m

odel

B
ellm

an and zadeh (1970) developed a m
ulti-

objective decision m
aking m

odel based on fuzzy 
subsets, w

hich requires only an ordinal evaluation 
of the preference inform

ation. H
ow

ever, it does not 
allow

 the objectives w
ith different im

portance. To 
overcom

e this problem
, yager (1981) developed a 

new
 m

odel w
ith the follow

ing three sets:

The 
set 

of 
alternatives: 

A
lternative 

set 

{
}l A

A
A

A
A

......
,.........

3
,2

1 ,
=

The set of criteria to be satisfied: C
riteria set  

{
}m

C
C

C
C

C
........

,.........
3

,2
1 ,

=

The 
finite 

set 
of 

elem
ents 

used 
to 

indicate 
preference inform

ation: P
reference set  

{
}n

p
P

P
P

P
,.........

,
,

3
2

1
=

For any A
i C

i(A
i)  indicates the degree to w

hich A
i 

satisfies the criteria specified by C
i. E

 is a fuzzy 
subset of criteria set C

 and E
(C

i) indicates the 
im

portance of the criterion C
i, and let bi = E

(C
i) . 

 
The general form

 of the m
odel is as follow

 (E
q(1)):

)
),

(
(

)....
),

(
(

)
),

(
(

)
(

2
2

1
1

p
i

p
i

i
b

A
C

M
and

b
A

C
M

and
b

A
C

M
x

D
=

(1)

w
here 

)
),

(
(

i
i

i
b

A
C

M
 indicates objective 

i
C

 evaluated at alternative A
i, m

odified by its im
portance bi 

(E
q(2)). 

)
),

(
(

i
i

i
b

A
C

M
 = 

)
(

)
(

'
i

i
i

i
i

A
F

A
C

b
=

∨
(2)

The m
odel is then represented by E

q(3),

(
)

(
)p

p
C

b
C

b
C

b
A

D
U

I
I

U
I

U
'

2
'2

1
'1

.....
)

(
)

(
=

= 
p
F

F
F

F
I

I
I

I
.....

3
2

1

= I pi
i
F1=

(3)

Finally, the optim
al solution d

(a
*) is given by e

q(4)

[
]
I pi

i
F

A
D

M
ax

A
D

1

*
)

(
)

(
=

=
=

(4)

Yager’s m
odel is used in this project due to its 

sim
plicity and capability to m

ake a decision for 
m

ultiple objectives.

A
H

P decision m
aking m

odel
Three stages are norm

ally applied in A
H

P. First, 
goal, criteria and sub-criteria and alternatives for 
a m

ultiple criteria decision problem
 are identified 

and structured into m
ultiple hierarchical levels. 

S
econdly, each pair at the sam

e level, i.e. pair of 
criteria or alternatives, is com

pared and calibrated 
on the num

erical scale. Finally, the consistency 
am

ong the pairw
ise com

parisons is verified by 
com

puting E
igen value, norm

alised values and 

consistency ratios. O
nce all pairw

ise com
parisons 

at every level are com
pleted and proved to be 

consistent, the judgem
ents can then be synthesized 

to find out the priority ranking of each criterion and 
its attributes; else the procedure is repeated till 
these values lie in a desired range (H

o, 2008).     

The num
erical scale ranged from

 1 to 9 is proposed 
by S

aaty (2000) to force consistency and the 
detailed scale is presented in Table 1. The relative 
scale used for pairw

ise com
parison ranges from

 
1/9 for ‘least valued than’, to 1 for ‘equal’, and to 
9 for ‘absolutely m

ore im
portant than’ covering the 

entire spectrum
 of the com

parison.
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Table 1: N
um

erical scale used by A
H

P

E
xam

ple
The factors or criteria, w

hich affect custom
ers 

to choose their hotels, vary and depend upon 
dem

ographic 
characteristics 

of 
the 

custom
ers, 

type of travellers and personal travel experiences 
etc, 

and 
the 

m
ajor 

factors 
reported 

are 
staff 

service quality, room
 qualities, general am

enities, 
business services, values, security, location and 
international direct dial facilities (C

hoi and C
hu, 

2001). For dem
onstration purpose four factors, 

i.e. price, service quality, location and safety, w
ere 

used to m
ake a purchase decision.

U
se of Fuzzy logic decision m

aking m
odel  

A
ssum

e there are four alternatives of hotel a 
custom

er can choose from
, i.e. hotels H

1, H
2, H

3 
and H

4, w
hich can be represented by an alternative 

set a = {H
1, H

2, H
3, H

4}. the four factors or criteria, 
i.e. price, service quality, location and safety, are 
represented by a criteria set C

 = {C
1, C

2, C
3, 

C
4} = {P

rice, S
ervice q

uality, location, S
afety}. 

C
ustom

er preference is m
easured by a 5 point 

scale, i.e. Very P
oor, P

oor, M
edium

, G
ood, Very 

G
ood and is represented by a preference set P = 

{P
1, P

2, P
3, P

4, P
5} = {Very P

oor, P
oor, M

edium
, 

G
ood, Very G

ood}. the custom
er preferences for 

each criterion and hotel are given in e
qs(5-8):

P
rice 

= 
 

⎭ ⎬ ⎫

⎩ ⎨ ⎧
=

4
3

2
1

1
,

,
,

H G
ood

H
M
edium

H
good

Very
H

M
edium

C
 (5)

S
ervice quality = 

⎭ ⎬ ⎫

⎩ ⎨ ⎧
=

4
3

2
1

2
,

,
,

H
M
edium

H G
ood

H Poor
H

M
edium

C
 (6)

Location = 
 

⎭ ⎬ ⎫

⎩ ⎨ ⎧
=

4
3

2
1

3
,

,
,

H
M
edium

H
M
edium

H G
ood

H Poor
C

 (7)

S
afety = 

 
⎭ ⎬ ⎫

⎩ ⎨ ⎧
=

4
3

2
1

4
,

,
,

H Poor
H G
ood

H
poor

Very
H Poor

C
 (8)

S
am

e to the preference, the im
portance of each 

criterion is also m
easured by 5 point scale and 

represented by an im
portance set G

 = {G
1, G

2, 
G

3, G
4, G

5} = {N
ot Very im

portant, N
ot im

portant, 

M
edium

, 
im

portant, 
Very 

im
portant}, 

w
hich 

is 
com

parable to the preference set P. The custom
er 

assessm
ent of the im

portance of individual criterion 
E

(C
i) is given by E

q(9):

⎭ ⎬ ⎫

⎩ ⎨ ⎧
=

=
4

3
2

1

tan
,

tan
,

tan
Im,

)
(

tan
Im

C
t

im
por

Very
C

t
im
por

Not
C

t
por

C
M
edium

C
E

criterion
of

ce
por

i
 

 
 

 
 

 
 

 
 

 
            (9)

Let bi represents the im
portance of individual criterion, i.e.

;3
3

1
P

G
M
edium

b
=

=
=

 
;

tan
Im

4
4

2
P

G
t

por
b

=
=

=
 

;
tan

Im
2

2
3

P
G

t
por

N
ot

b
=

=
=

.
tan

Im
5

5
4

P
G

t
por

Very
b

=
=

=

S
ince the negation in P

i is reversing order, i.e.  
i

i
P

b
−

=
5

'
, then

2
'1
P

b
=

 (P
oor); 

1
'2
P

b
=

 (Very P
oor); 

3
'3
P

b
=

 (M
edium

); 
N
one

b
= '4

Let 
,

'
i

i
i

C
b

F
U

=
  then

 
⎭ ⎬ ⎫

⎩ ⎨ ⎧
∨

=
4

3
2

1
1

,
,

,
H G
ood

H
M
edium

H
good

Very
H

M
edium

Poor
F     =  

⎭ ⎬ ⎫

⎩ ⎨ ⎧

4
3

2
1

,
,

,
H G
ood

H
M
edium

H
good

Very
H

M
edium

(10)

       =  
⎭ ⎬ ⎫

⎩ ⎨ ⎧
∨

=
4

3
2

1
2

,
,

,
H

M
edium

H G
ood

H Poor
H

M
edium

poor
Very

F
(11)

⎭ ⎬ ⎫

⎩ ⎨ ⎧
∨

=
4

3
2

1
3

,
,

,
H

M
edium

H
M
edium

H G
ood

H Poor
M
edium

F       = 
⎭ ⎬ ⎫

⎩ ⎨ ⎧

4
3

2
1

,
,

,
H

M
edium

H
M
edium

H G
ood

H
M
edium

 (12)⎭ ⎬ ⎫

⎩ ⎨ ⎧
∨

=
4

3
2

1
4

,
,

,
H Poor

H G
ood

H
poor

Very
H Poor

N
one

F
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      =  
⎭ ⎬ ⎫

⎩ ⎨ ⎧

4
3

2
1

,
,

,
H Poor

H G
ood

H
poor

Very
H Poor

 (13)

     

(
)

(
)

(
)

(
)

(
)

{
}⎭ ⎬ ⎫

⎩ ⎨ ⎧
= = =

4
3

2
1

4
3

2
1

4
3

2
1

,
,

,

)
(

),
(

),
(

),
(

H Poor
H

M
edium

H Poor
Very

H Poor

H
F

H
F

H
F

H
F

M
in

H
F

H
F

H
F

H
F

A
D

i
i

i
i

i
i

i
i

I
I

I

 (14

)
(

)
(

*
A

D
M
ax

A
D

=

 

=  
⎭ ⎬ ⎫

⎩ ⎨ ⎧

4
3

2
1

,
,

,
H Poor

H
M
edium

H
poor

Very
H Poor

M
ax

 
(15)

= 
⎭ ⎬ ⎫

⎩ ⎨ ⎧
3

H
M
edium

 

The outcom
e from

 fuzzy logic decision m
aking 

m
odel is that the first choice is hotel 3 as it has the 

highest score, m
edium

, follow
ed by hotels 1, 4 and 

2 according to their scores.

U
se of A

H
P decision m

aking m
odel 

The hierarchy structure for the hotel choice problem
 

is given in Figure 1: 

S
cale of im

portance for the criteria to select a 
hotel is a 9 point scale as suggested by S

aaty 
(2000) and ranges from

 1 for ‘N
ot Very Im

portant’’ 
to 9 for ‘Very Im

portant‘. The scale used for fuzzy 
logic decision m

aking m
odel is 5 points. For the 

purpose of com
parison the 5 point scale has to be 

converted into 9 point scale and the results are 
given in Table 2.

To 
calculate 

the 
relative 

im
portance 

betw
een 

tw
o criteria, the point difference betw

een the tw
o 

criteria in the 9 point scale is used as A
H

P uses 
pairw

ise com
parison. For exam

ple, from
 Table 2, 

the im
portant points for P

rice and S
ervice Q

uality 
in the 9 point scale are 5 and 7 respectively, and 
the point difference is 2, w

hich m
eans that the 

S
ervice Q

uality is as tw
ice im

portant as the P
rice, 

so the relative im
portance betw

een P
rice and 

S
ervice Q

uality is ½
 or 2 betw

een S
ervice Q

uality 
and P

rice. S
im

ilarly, the relative im
portance for the 

other pair of criteria can be calculated accordingly 
and the results are sum

m
arised in Table 3.     

Figure 1: H
ierarchy structure for selecting a hotel

Table 2: C
onversion of scale betw

een fuzzy logic and A
H

P m
odels

Table 3: R
elative im

portance of pair of criteria

the fractions in table 3 can be easily converted to decim
al num

bers (table 4).
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 Table 4: R
elative im

portance of pair of criteria in decim
al form

at

R
elative im

portance of the pair of criteria is calculated as follow
s E

q(16):

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

0000
.1

0000
.6

0000
.2

0000
.4

1667
.0

0000
.1

2500
.0

5000
.0

5000
.0

0000
.4

0000
.1

0000
.2

2500
.0

0000
.2

5000
.0

0000
.1

 x 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

0000
.1

0000
.6

0000
.2

0000
.4

1667
.0

0000
.1

2500
.0

5000
.0

5000
.0

0000
.4

0000
.1

0000
.2

2500
.0

0000
.2

5000
.0

0000
.1

 =

 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

0002
.4

0000
.

28
5000
.7

0000
.

15
5834
.0

0002
.4

0834
.1

1668
.2

1668
.2

0000
.

15
0000
.4

0000
.8

0834
.1

5000
.7

0000
.2

0000
.4

 (16)

S
um

 up the figures for each row
 =   

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

5002
.

54
8338
.7 1668
.

29
5834
.

14

 (17)

a
fter norm

alisation the first e
igenvector for the im

portance of the four criteria is obtained (e
q(18)):

Im
portance =   

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡Safety
Location
Q
uality
ice

Pr

 
⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

5137
.0 0738
.0 2749
.0 1375
.0

 (18)

R
epeat the com

putation using vector from
 the first squaring process (E

q(19)). 

 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

0002
.4

0000
.

28
5000
.7

0000
.

15
5834
.0

0002
.4

0834
.1

1668
.2

1668
.2

0000
.

15
0000
.4

0000
.8

0834
.1

5000
.7

0000
.2

0000
.4

 (19

)The second E
igenvector is then obtained (E

q(20)):

Im
portance = 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡Safety
Location
Q
uality
ice

Pr

 = 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

5132
.0 0741
.0 2751
.0 1376
.0

 (20)

The difference betw
een tw

o E
igenvectors = 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

5137
.0 0738
.0 2749
.0 1375
.0

 - 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

5132
.0 0741
.0 2751
.0 1376
.0

 = 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡− − −

0005
.0 0003
.0 0002
.0 0001
.0

 (21)

A
s the difference is very sm

all the second im
portance vector (E

q(20)) is accepted.

The im
portance vector indicates that for this custom

er the m
ost im

portant criterion w
hen choosing a 

hotel is safety (0.5132), follow
ed by S

ervice quality (0.2751), and P
rice (0.1376), and the least im

portant 
criterion is location (0.0741).

The pairw
ise com

parison for price, i.e. com
paring the prices betw

een tw
o hotels, and the pairw

ise 
com

parisons for the others i.e. S
ervice Q

uality, Location and S
afety, can be com

puted in the sam
e w

ay 
and the results are presented in tables 5 to 8 and e

qs(22-25).  



I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

142
143

I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

Table 5: R
elative preference of price am

ong the four hotels

P
rice preference w

eight =   

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

4 3 2 1

H H H H

 
⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

2015
.0 1937
.0 4932
.0 1116
.0

 (22)

Table 6: R
elative preference of service quality am

ong the four hotels

P
reference w

eight of S
ervice Q

uality = 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

4 3 2 1

H H H H

 
⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

2222
.0 4444
.0 1111
.0 2222
.0

 (23)

Table 7: R
elative preference of location am

ong the four hotels

P
reference w

eight of Location =  

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

4 3 2 1

H H H H

 
⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

2288
.0 1992
.0 4576
.0 1144
.0

 
(24)

Table 8: R
elative preference of safety am

ong the four hotels

P
reference w

eights of S
afety =  

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

4 3 2 1

H H H H

 
⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

1693
.0 5962
.0 0652
.0 1693
.0

 
(25)

The im
portance of the four criteria and their preference w

eights on the four hotels are sum
m

arised in 
Figure 2.
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Figure 2: The im
portance of criteria and their w

eights on the hotels

C
om

bining the im
portance of the criteria and their preference w

eights for the four alternative hotels, the 
final results can be obtained (E

q(26)).

                  P
rice    Q

uality     Location    S
afety                Im

portance                  S
cores

 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

4 3 2 1

H H H H

 
⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

1693
.0

2288
.0

2222
.0

2015
.0

5962
.0

1992
.0

4444
.0

1937
.0

0652
.0

4576
.0

1111
.0

4932
.0

1693
.0

1144
.0

2222
.0

1116
.0

 x 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡Safety
Location
Q
uality
ice

Pr

 
⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

5132
.0 0741
.0 2751
.0 1376
.0

 = 

⎥ ⎥ ⎥ ⎥⎦ ⎤

⎢ ⎢ ⎢ ⎢⎣ ⎡

1927
.0 4696
.0 1658
.0 1718
.0

 (26)

The final scores show
 that the first choice for the 

custom
er is hotel 3 as it has the highest score 

(0.4696), follow
ed by H

4 (0.1927), H
1 (0.1718) 

and H
2 (0.1658). the m

ajor reasons for selecting 
hotel 3 are its larger preference w

eights in both 
q

uality (0.4444) and S
afety (0.5962) and its higher 

im
portance scores (0.2751 and 0.5132) on these 

tw
o criteria. H

2 m
ay achieve higher preference 

w
eights 

in 
both 

P
rice 

(0.4932) 
and 

location 
(0.4576) but their im

portance scores (0.1376 and 
0.0741) are low

er, and their preference w
eights for 

Q
uality and S

afety (0.1111 and 0.0652) are sm
aller, 

w
hich results in the low

est overall score for the 
hotel (0.1658). the results clearly dem

onstrate the 
im

portance to understand custom
er dem

and and 

preference and their critical im
pact to the success 

of hotel business.

It is interesting to find that both fuzzy logic and A
H

P 
decision m

aking m
odels reach the sam

e decision, 
i.e. H

3 is the best choice and H
2 the w

orst. For the 
results obtained from

 fuzzy logic m
odel there is no 

difference betw
een hotels 1 and 4 as both get the 

sam
e score ‘P

oor’ and for A
H

P m
odel, the sm

all 
difference in the score (0.0209) differentiates H

4 
from

 H
1 and places H

4 ahead of H
1. 

C
om

parison
A

ccuracy or suitability of a decision m
ade using 

different 
techniques 

should 
be 

an 
im

portant 

criterion for a com
parison but in reality it is hard 

to use this criterion to m
ake a judgm

ent as there 
is no standard decision that can be used for this 
purpose, and the only option left is sim

ply to 
com

pare the decisions obtained from
 these tw

o 
techniques. A

s discussed in the previous section 
that the results obtained from

 fuzzy logic and A
H

P 
are alm

ost identical, i.e. the first choice for the 
custom

er is hotel 3 and the w
orst one is hotel 2, 

w
hich show

s that both m
odels are capable to use 

vague inform
ation such as “S

ervice quality is good” 
or “P

rice is as tw
ice as im

portant as Location” 
to m

ake a decision. It is also noticed through 
previous discussion that the A

H
P m

odel can not 
only differentiate the best choice from

 the w
orst 

w
hen choosing a hotel, and it can also identify the 

order of the choices but fuzzy logic m
odel cannot 

do the sam
e. If the purpose of a decision m

aking is 
sim

ply to try to find the best option or choice for a 
problem

, this w
eakness should not be considered 

as a disadvantage for fuzzy logic decision m
aking 

m
odel. 

The other difference noticed from
 the exam

ple is 
that the results obtained from

 A
H

P m
odel can be 

sim
ply explained using the figures from

 vectors for 
the im

portance of criteria or objectives and for the 
preference of the alternatives, w

hich are discussed 
in the previous section, but it is difficult for fuzzy 
logic m

odel to do the sam
e. 

From
 the algorithm

 and exam
ple it is noticed 

that both fuzzy logic and A
H

P m
odels can use 

im
precise 

and 
vague 

inform
ation 

for 
decision 

m
aking and the principle used in both techniques 

in m
aking a decision is not significantly different, 

i.e. 
identifying 

the 
alternatives 

and 
setting 

up 
the criteria or objectives for a decision, but their 
approaches, including scales and m

easurem
ent 

used, 
and 

com
putation 

process, 
to 

reach 
a 

decision is totally different. Fuzzy logic m
odel uses 

natural hum
an language to assess and m

easure 
the 

im
portance 

of 
individual 

criterion 
and 

the 
preference of individual alternative, w

hich is closer 
to norm

al response of hum
an behaviour and easy 

to be applied. A
H

P m
odel uses 9 point scale to 

estim
ate the relative preference of the alternatives 

and the relative im
portance of the objectives or 

criteria for pairw
ise com

parison, w
hich som

etim
es 

is quite challenge for som
e people to use in real 

w
orking environm

ent as this is not a natural w
ay 

for hum
an to m

ake their assessm
ent. To overcom

e 
this 

problem
, 

fuzzy 
logic 

w
as 

integrated 
w

ith 
A

H
P to develop a fuzzy A

H
P m

odel to adjust the 
confidence coefficient to express their degree of 

understanding w
ith respect to the im

portance of 
each criterion and alternatives (Yang and C

hen, 
2004; W

ang and C
hen, 2008).

O
nce the im

portance of individual criterion and 
the preference of alternatives are m

easured, fuzzy 
logic approach developed by yager (1981) sim

ply 
com

pares the preference of the alternatives to the 
im

portance of individual criterion and then uses 
fuzzy calculi ‘and’ (intersection using sym

bol  ) 
and ‘or’ (union using sym

bol  ) to find the m
inim

um
 

and m
axim

um
 item

s am
ong the variables and 

search for a final decision. The algorithm
 seem

s 
com

plicated 
but 

the 
com

putation 
process 

is 
sim

ple and straightforw
ard, w

hich can also be 
program

m
ed using ordinary com

puter language. 
U

nlike 
fuzzy 

logic 
approach, 

the 
com

putation 
process used by A

H
P m

odel is quantitative. O
nce 

the relative preference am
ong the alternatives and 

the relative im
portance am

ong the criteria have 
been decided, the eigenvectors for both of them

 
are obtained through four com

putation stages, 
i.e. squaring vectors, sum

m
ing the results on 

each row
 w

ithin a vector, norm
alising the results 

w
ithin a vector and estim

ating consistence. Final 
results, i.e. decisions, are obtained through a 
m

ultiple operation betw
een the final tw

o vectors, 
i.e. the vector for im

portance of criteria and the 
vector for the preference of alternatives. From

 the 
dem

onstration, the com
putation process seem

s 
com

plicated and tim
e consum

ing, but the w
hole 

com
putation process can be sim

ply and easily 
program

m
ed and the final results can be obtained 

w
ithin less than one second w

ith a norm
al P

C
.          

C
onclusion

The exam
ple used here dem

onstrates that both 
fuzzy logic and A

H
P m

odels are capable to use 
im

precise 
and 

vague 
inform

ation 
to 

m
ake 

a 
decision for a problem

 w
ith m

ultiple criteria or 
objectives, and the decision can be sim

ply and 
easily explained using the figures obtained from

 
A

H
P m

odel but is difficult for fuzzy logic m
odel to 

do the sam
e. The principle used for both m

odels is 
sim

ilar but the assessm
ent or m

easurem
ent used 

for the im
portance of criteria and the preference of 

alternatives is totally different. Fuzzy logic m
odel 

uses natural hum
an language, w

hich is closer to 
hum

an response and easier to be applied, and 
A

H
P m

odel uses 9 point scale and the relative 
com

parison betw
een a pair in both im

portance 
and preference, w

hich som
etim

es are hard and 
challenge for people to use. A

s a result, the 
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A
bstract

For centuries, packaging com
m

unicates and is 
capable 

of 
attracting 

consum
er’s 

attention. 
In 

the B
2C

 m
arket it usually com

m
unicates im

ages 
influencing consum

er perception, appeal to the 
consum

er’s em
otions, and generate desire for 

som
e specific product. Therefore, packaging could 

be 
considered 

as 
prom

otional 
tool, 

especially 
w

ithin the retail industry environm
ent. H

ow
ever, 

to 
understand 

how
 

packaging 
com

m
unicates 

and 
influences 

consum
ers 

it 
is 

necessary 
to 

em
phasize 

the 
w

ay 
how

 
consum

ers 
perceive 

packaging 
in 

general. 
The 

“com
m

unicational” 
dim

ensions of packaging are factors that could 
affect consum

ers and influence their purchasing 
behaviour. W

hile som
e of the com

m
unicational 

dim
ensions 

of 
packaging 

(e.g. 
design, 

size, 
colour, and carried inform

ation) attracted m
odest 

attention am
ong academ

ic researchers, there is a 
relative lack of studies dealing w

ith the packaging 
m

aterial. It is the purpose of this paper to provide 
a lim

ited insight/overview
 to generic consum

er’s 
perception of packaging m

aterial by com
bining 

the findings from
 the current sem

inal research 
studies and prim

ary research used in this paper. 
Focus groups findings indicate that consum

ers are 
m

erely aw
are of different packaging m

aterial and 
their characteristics. C

onsum
ers are expressing 

needs for safe packaging, yet the im
portance of 

convenience seem
s to be the m

ost im
portant and 

they are prepared for som
e trade-offs in order 

to m
aintain usage convenience. It is indicative 

that preferences of particular packaging m
aterial 

over another are m
oderated by certain factors 

(e.g. age, place of consum
ption, occasion, and 

product category). D
ue to sam

ple and research 

m
ethodology lim

itations the findings are lim
ited 

regarding 
their 

generic 
value. 

H
ow

ever, 
the 

indications given can be considered as valuable 
guidelines necessary for further research in the 
field.

K
ey 

w
ords 

- 
perception, 

packaging 
m

aterial, 
consum

er behaviour, C
roatia, packed beverages 

industry 

nikola.draskovic@
kr.t-com

.hr

Introduction
P

ackaging could be defined as a technology and 
the art of preparing a com

m
odity for convenient 

transport, 
storage, 

and 
sale 

(E
ncyclopaedia 

B
ritannica, 

2008). 
O

n 
the 

other 
hand, 

m
any 

m
arketers 

have 
called 

packaging 
a 

“fifth 
P

”, 
along w

ith price, product, place and prom
otion 

(K
otler, 2003), pointing out its im

portance in the 
m

arketing context. Therefore, packaging should 
be considered as an elem

ent of both product and 
brand. P

ackaging com
m

unicates and is capable of 
attracting consum

er’s attention. It can com
m

unicate 
im

ages that influence consum
er perception, appeal 

to the consum
er’s em

otions, and m
otivate desire for 

the product. P
ackaging should be also considered 

as a prom
otional tool, especially w

ithin the retail 
environm

ent 
(Vranesevic, 

Vignali 
and 

Vrontis, 
2004). H

ow
ever, to understand how

 packaging 
com

m
unicates 

and 
influences 

consum
ers 

it 
is 

im
portant to understand how

 consum
ers perceive 

packaging. In other w
ords, it is necessary to 

define 
the 

w
ay 

packaging 
com

m
unicates 

to 
consum

ers. 
M

arketing 
com

m
unications 

related 

publications and research propose the concept 
of the com

m
unication dim

ensions of packaging 
(K

esic, 1997; S
him

p, 2003; U
nderw

ood, 2003; 
Fill, 2006). A

ccording to this concept, packaging 
com

m
unicates via its shape, colour, size, carried 

inform
ation and packaging m

aterial. W
hile som

e 
of the com

m
unicational dim

ensions of packaging 
(e.g. shape, size, colour, and carried inform

ation) 
attracted 

m
odest 

attention 
am

ong 
academ

ic 
researchers, the quantity of studies dedicated to 
the packaging m

aterial is very lim
ited.

It is the purpose of this paper to provide a lim
ited 

insight 
to 

generic 
consum

er’s 
perceptions 

of 
packaging m

aterial. The first aim
 of this paper is 

to provide an overview
 of the current research 

related to packaging m
aterial perception, w

hile 
the second aim

 is to further explore this area w
ith 

the interpretation of the prim
ary research results. 

The com
bination of both w

ill provide a m
odest 

contribution to the existing know
ledge and relevant 

m
arketing theory. 

P
erception, perceptual process and 

packaging
Zim

bardo et al. (1995) suggested that perception is 
‘the task of m

aking sense of sensation’. P
erception 

could be described as m
ental organization and 

interpretation 
of 

sensory 
inform

ation 
and 

is 
influenced by a variety of factors, including the 
intensity and physical dim

ensions of the stim
ulus; 

such activities of the sense organs as effects 
of 

preceding 
stim

ulation; 
the 

subject’s 
past 

experience; attention factors such as readiness 
to respond to a stim

ulus; and m
otivation and 

em
otional state of the subject (C

olum
bia E

lectronic 
E

ncyclopaedia, 2006).

In 
the 

context 
of 

m
arketing 

and 
consum

er 
behaviour 

perception 
is 

w
ell 

recognised 
from

 
both the practitioner and academ

ic perspective. 
K

now
ledge 

of 
consum

er 
perception 

and 
the 

perceptual process is a necessity for successful 
m

arketing 
com

m
unications. 

The 
perceptual 

process 
could 

be 
approached 

from
 

tw
o 

m
ain 

directions. The psychological approach is dealing 
w

ith 
the 

conversion 
of 

am
bient 

stim
ulation 

of 
senses into the electrical energy of nerve im

pulses 
(N

oë and Thom
pson, 2002). O

n the other hand, 
the behavioural approach to perception focuses on 
the relationship betw

een the physical properties of 
stim

uli and the perceptual response to this stim
uli, 

and just as learning, thinking and em
otions are 

all behaviours, perception is behaviour as w
ell 

(G
oldstein, 2006).  The perceptual process could 

be broken dow
n to tw

o m
ajor stages (see Figure 

1). The first one is related to sensation collected 
by our senses w

hile the second one is related 
to the understanding of the m

eaning of lived 
sensation. The process itself begins w

ith biological 
processes w

ithin our senses that are initiated by 
various stim

uli in our surrounding. O
ur senses 

of sight, hearing, sm
ell, taste, and touch are 

consisting of sensory receptors that are receipting 
stim

ulus w
ithin their reach from

 the surrounding 
and transferring electrical signals through nerves 
to the brain for further processing (ibid). A

fter 
the sensation stage, stim

uli are getting m
eaning 

through the interpretation and response.

P
ackaging 

perception 
is 

related 
to 

the 
com

m
unicational 

dim
ensions 

of 
packaging 

because 
consum

ers 
perceive 

w
hat 

packaging 
com

m
unicates 

to 
them

. 
The 

com
m

unication 
dim

ensions of packaging are interacting w
ith the 

consum
er w

ith the senses stim
ulation. There are tw

o 
levels of analysis of m

arketing stim
uli – conceptual 

and perceptual analysis. D
uring the conceptual 

analysis consum
ers integrate inform

ation from
 the 

stim
ulus w

ith pre-existing know
ledge, they im

agine 
events related to the stim

ulus, and they actively 
(counter)argue w

ith the position taken by stim
ulus 

(P
ayne,  B

ettm
an and Johnson, 1993). B

efore and 
during conceptual analyses, consum

ers engage 
in perceptual analyses (G

reenw
ald and Leavitt, 

1984) w
hen devoting focal attention to the stim

ulus. 
In 

perceptual 
analyses, 

consum
ers 

exam
ine 

sensory features of the stim
ulus, such as shape, 

colour, and size, they decipher the stim
ulus into 

categorical codes, such as brand nam
e, pictorial 

and textual inform
ation for a brand package, and 

they select certain elem
ents of the stim

ulus over 
others (P

ieters and W
arlop, 1999). C

onsum
er’s 

total perception of packaging is a sum
 of separate 

perceptions 
of 

shape, 
size, 

colour, 
packaging 

m
aterial and carried inform

ation. The success of 
packaging design and its ability to com

m
unicate 

appropriate m
essages is, at the end, judged by 

consum
ers. It should be noticed that the m

ove to 
larger superm

arkets and increased segm
entation 

of m
arkets has led to proliferation of products, so 

that packaging has to w
ork in a m

ore crow
ded 

com
petitive context, both in the retail environm

ent 
and in the kitchen (Thom

pson, 1996). C
onsum

er’s 
behaviour needs to adapt to specific situations in 
the purchasing process.
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Figure 1: Perceptual process

S
ource: S

olom
on, M

., B
am

ossy, G
. and A

skegaard, S
. (2002) C

onsum
er B

ehaviour: A E
uropean P

erspective. H
arlow

, P
earson 

E
ducation Lim

ited

R
esearchers show

ed quite significant interest about 
perception of carried inform

ation or packaging 
labels, especially in the context of packaged food. 
A study conducted by the E

uropean H
eart N

etw
ork 

(2003) identified 307 papers dealing w
ith consum

er 
understanding of nutrition labelling. S

tudies are 
show

ing that the m
ajority of consum

ers read the 
food (and beverage) labels (M

A
FF, 1995), w

hile the 
reading frequency is associated w

ith the degree 
of uncertainty about the product (W

andel, 1999). 
This w

as also confirm
ed by m

ore recent studies 
(e.g. E

uropean H
eart N

etw
ork, 2003; C

ow
burn 

and S
tockley, 2004; G

runert, 2006; d
richoutis et 

al., 2006; N
avigator, 2007). N

utrition know
ledge 

relevant to the interpretation of labels w
as reported 

to be generally low
 and som

e term
s used on 

nutrition labels are not w
ell understood (E

uropean 
H

eart N
etw

ork, 2003). H
ow

ever, in m
ajority of 

cases inform
ation on label is perceived as a buying 

aid w
hen it com

es to the decision process (G
lanz 

et al., 1989; P
udel, S

pirik and W
estenhofer, 1996; 

N
ayga, Lipinski and N

itin, 1999;). Tim
e pressure is 

also having im
pact on the perception of verbal and 

non-verbal stim
uli. a

ccording to r
ettie and B

rew
er 

(2000), under conditions of rapid perception (i.e. 
tim

e pressure), there is an advantage for verbal 
stim

uli perceived from
 the right-hand side, and for 

non-verbal stim
uli perceived from

 the left-hand 
side of the packaging (i.e. label). 

The effect of the packaging shape and size on 
consum

er’s purchasing behaviour seem
s to initiate 

som
e debate am

ong scholars. M
ore than fifty years 

ago Jean P
iaget studied children’s perception of 

volum
e (S

axe, 1983). P
iaget found that prim

ary 
school children appeared to use only the height 

of container w
hen m

aking volum
e judgem

ents 
(R

aghubir 
and 

K
rishna, 

1999). 
A

fterw
ards, 

the 
effect 

of 
package’s 

height 
or 

elongation 
on consum

er’s perception 
w

as researched 
by 

m
any scholars (e.g. H

om
berg, 1975; Fraym

an 
and d

aw
son, 1981). in his research focused on 

consum
er’s 

behaviour, 
W

ansink 
(1996) 

found 
that large package sizes encourage m

ore use 
than sm

aller package sizes. In a m
ore recent 

study, R
aghubir and K

rishna (1999) pointed that 
package’s 

shape 
affects 

preferences, 
choice 

and post consum
ption satisfaction. Furtherm

ore, 
consum

ers tend to sim
plify the size judgem

ent task 
by using a single package’s dim

ension at a tim
e 

(K
rider, R

aghubir and K
rishna, 2001). P

ackages 
that have shapes that are perceived as attracting 
m

ore attention are also perceived to contain a 
greater volum

e of a product than sam
e sized 

packages that attracts less attention (Folkes and 
M

atta, 2004). the research results from
 yang and 

R
aghubir (2005) show

ed that the m
ore elongated 

a container, the low
er is the purchase quantity. In 

the recent study, R
aghubir and G

reenleaf (2006) 
focused on the consum

ers’ reaction to rectangles. 
The results show

ed that the ratio of the side of 
a rectangular product or package can influence 
purchase intention and preferences.

C
olour 

perception 
is 

a 
rather 

popular 
topic 

in 
 

m
arketing 

and 
consum

er 
behaviour 

(e.g. 
G

rossm
an 

and 
W

isenblit, 
1999: 

K
otler, 

2003; 
S

olom
on, 2004; H

aw
kins, B

est and C
oney, 2004; 

Fill, 2006) Titles w
ith m

ore global approach and 
international 

m
arketing 

related 
titles 

are 
also 

pointing out how
 the colour perception is related to 

the culture (e.g. M
uhlbacher, Leihs and D

ahringer, 

2006; d
oole and low

e, 2008) and connotations 
that a particular colour is having in one country or 
region could be com

pletely opposite in another. 
H

ow
ever, the research focused on the perception 

of packaging colour is very lim
ited. In case of food 

products, a study show
ed that consum

ers in term
s 

of packaging are m
ostly noticing the packaging 

colour and transparency (d
antas et al., 2004). 

C
olour is also reported as very im

portant elem
ent 

in the case of the w
ine packaging perception 

(R
occhi and S

tefani, 2005) 

R
esearch w

ith a focus on the packaging m
aterial 

and how
 it affects consum

ers’ perception and 
behaviour is sparse. H

ow
ever, there is a num

ber 
of 

studies 
dedicated 

to 
the 

technological 
and 

environm
ental side of the packaging m

aterial (e.g. 
lund, 

2000; 
laroche, 

B
ergeron 

and 
B

arbaro-
Forleo, 2001; M

adocks, R
ew

hinkle and B
arton, 

2005; ivusic et al., 2006; r
okka and u

usitalo, 2008), 
or even ethics related to the usage of particular 
packaging 

m
aterial 

(Johnson, 
S

om
m

er 
and 

M
ayes, 1985; B

one and C
orey, 2000). From

 tim
e 

to tim
e, packaging com

panies and associations 
tend to publish som

e results from
 their research 

studies intended to im
prove certain packaging 

m
aterial’s rating am

ong consum
ers (e.g. C

onsum
er 

P
references in P

ackaging M
aterials, 2006; G

lass 
education, 2008) or are m

aking conclusion from
 

the findings gathered from
 a very lim

ited and non-
representative sam

ple (e.g. G
eorge, 2006). S

ince 
this studies are having clear goals to be advocates 
for the usage of particular packaging m

aterial, 
their objectivity and thus the value in the scientific 
context is very questionable. 

R
esearch aim

 and m
ethodology

The m
ain aim

 of the prim
ary research w

as to 
explore if and how

 consum
ers perceive different 

packaging m
aterials in the context of soft drinks 

and a focus group interview
 w

as chosen as the 
m

ost appropriate qualitative research m
ethod.

The research w
as conducted in Zagreb, C

roatia w
ith 

tw
o focus groups each consisting of eight persons 

in w
hich w

om
en and m

en w
ere represented equally. 

S
ince the group interview

 w
as exploratory in its 

nature, research sam
ple w

as gathered in a w
ay 

to include soft drinks consum
ers of the relatively 

narrow
 age range, rather than being representative 

of the total C
roatian population. P

articipants in the 
first group w

ere relatively younger (i.e. age range 
from

 25 to 40) w
hile the second group consisted 

of relatively older participants (i.e. age range from
 

41 to 60). the focus group agenda included the 
follow

ing 
types 

of 
packaging 

m
aterials: 

glass, 
polyethylene terephthalate (P

E
T), carton and can.

M
ain research findings

P
urchasing phase

D
uring 

the 
purchasing 

phase 
participants 

are 
m

ostly focused on brand and price. N
ext is the 

product content. W
hen it cam

e to packaging, 
participants are thinking that design is im

portant 
and that it is affecting their purchasing decision. 
P

ackaging size also m
atters. B

igger packages are 
usually purchased during w

eekly and other planned 
shopping. 

D
uring 

occasional 
shopping 

sm
aller 

packages are m
ostly bought due to convenience.

There is som
e indication that age is related to the 

shopping behaviour. O
lder participants are doing 

their w
eekly and m

onthly shopping m
ostly in big 

shopping centres to save on tim
e, w

hile younger 
respondents prefer daily shopping (m

ore frequent, 
but w

ith few
er products bought). Furtherm

ore, older 
participants are m

ore careful w
ith the planning of 

w
eekly shopping. 

W
hen it cam

e to the packaging m
aterial, soft drinks 

purchased in H
O

R
E

C
A  are alm

ost exclusively in 
glass. S

ituation is quite different in retail. S
yrups 

are m
ostly in glass, but som

e cheaper brands are 
usually packed in P

E
T. C

arbonated soft drinks are 
m

ostly packed in P
E

T w
hile the biggest portion of 

juices and nectars is packed in carton and som
e 

sm
aller portion in P

e
t. N

on-carbonated packaged 
w

ater is m
ostly purchased in P

E
T w

hile carbonated 
packaged w

ater is also purchased in glass.

D
uring the purchasing phase older participants 

are not that m
uch concern about the packaging 

type 
(i.e. 

m
aterial) 

w
hile 

younger 
participants 

prefer P
E

T and carton packaging. In H
O

R
E

C
A 

participant 
are 

concerned 
about 

the 
product’s 

type, 
brand, 

packaging 
size 

and 
packaging 

m
aterial. P

articipants expressed their preference 
tow

ards glass in purchases w
ithin H

O
R

E
C

A
. For 

outdoor consum
ption participants are looking for 

convenient packaging and prefer P
E

T and carton 
over other packaging m

aterials.
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C
onsum

ption phase
P

roducts 
characteristics 

that 
are 

im
portant 

to 
participants 

differ 
betw

een 
product 

categories. 
H

ow
ever, in m

ost cases content tem
perature is 

the m
ost im

portant characteristics, follow
ed by 

packaging size and convenience, producer/brand, 
price and product quality. 

P
E

T packaging seem
s to be in overall the m

ost 
preferred packaging type, follow

ed by glass and 
carton. G

lass is, on the other hand, preferred as 
packaging m

aterial in H
O

R
E

C
A

. A
n overview

 of 
im

portance and required product characteristics 
and packaging m

aterial preferences is show
n in 

the follow
ing table.

P
erception of packaging in the context of 

product category

P
ackaged w

ater
M

ajority of participants are buying m
ineral w

ater 
in glass bottles and the think that this type of 
packaging is prestigious and is m

ore attractive than 
other types of packaging. P

articipants noticed that 
glass is relatively heavy but the really dow

nside 
of this type of packaging is its breakability. S

ince 
glass packaging is com

m
only used as returnable 

or refillable, scuffing m
arks could be som

etim
es 

visible. This visual im
perfection is affecting glass 

packaging attractiveness. P
E

T is, on the other 
hand, perceived as m

ore convenient, especially 
by younger participants.

C
arbonated soft drinks

In overall, participants prefer P
E

T packaging for 
carbonated soft drinks. P

E
T is perceived as m

ore 
convenient packaging type than others, especially 
because of light w

eight and it can not be broken. 
H

ow
ever, participants w

ere com
plaining on the 

P
E

T’s occasional lack of rigidity w
hich is especially 

noticeable 
in 

case 
of 

bigger 
packaging 

sizes 
(e.g. 2 litre C

oca-C
ola P

e
t bottles). the bottle’s 

softness could cause content spoilage w
hen one is 

m
anipulating w

ith the package w
ith just one hand 

or w
hen the pressure applied by hands to squeezes 

the bottle. G
lass packaging is only desirable for the 

consum
ption in H

O
R

E
C

A
. P

articipants show
ed 

the low
est preference tow

ards the can. A
ccording 

to them
, can is not hygienic  and it gives som

e kind 

of m
etallic taste to the content. Furtherm

ore, can 
is not considered as convenient packaging m

ainly 
due to the lack of resealing feature.

Juices and nectars/S
till drinks/Iced tea

P
roducts in this category are usually packed in 

carton w
hich is m

ostly considered as convenient. 
H

ow
ever, there are som

e com
plains about the lack 

of features that are enabling resealing in som
e 

cases (e.g. sm
aller packages). D

ue to its nature, 
carton is not transparent so the content is fully 
hidden. P

articipants are m
issing the transparency 

that 
glass 

and 
P

E
T 

packaging 
are 

providing. 
Furtherm

ore, participants are com
plaining about 

the 
inconvenience 

to 
drink 

directly 
from

 
the 

carton package. S
m

aller size carton packages 
are 

particularly 
considered 

as 
appropriate 

for 
children. 

P
E

T is preferred packaging type for iced tea and 
is considered as very convenient due to its light 
w

eight and its ability to be resealed. A
s in case 

of carbonated soft drinks, cans are considered as 
unattractive and non-hygienic.

P
erception of packaging types/m

aterials

G
lass

A
ll participants think that glass looks the best and 

is usually related to the best quality products. It 
has a long tradition and is considered as nice 
looking, especially for special occasions. G

lass is 
considered to have very good protective function 
and it does not affect the taste of content. It is 
environm

ent friendly and could be reused and 
recycled. 

P
articipants 

w
ere 

also 
stressing 

the 
overall quality of glass as a packaging m

aterial. Its 
transparency and design are im

proving the quality 
of product itself. G

lass is considered as prestigious 
packaging 

m
aterial 

and 
a 

m
ust 

for 
special 

occasions. P
articipants think that products look 

nicer in glass. H
ow

ever, participants also noticed 
som

e disadvantages of glass packaging. First of 
all, it is breakable and relatively heavy. It is not 
very convenient and it is rather difficult to transport 
heavy returnable bottles back to the outlet (n.b. it 
seem

s that glass packaging is m
ostly considered 

as 
returnable 

by 
participants). 

Furtherm
ore, 

participants are com
plaining about scuffing m

arks 
that could be noted in som

e cases and issues w
ith 

the resealing of som
e m

ineral w
ater bottles.

Figure 2: A
n overview

 of im
portant product characteristics and packaging m

aterial preferences 
depending on the consum

ption occasion

C
arton

C
arton is m

ostly considered as a light-w
eighted 

type of packaging. P
articipants are finding carton 

appropriate for transportation and storage. There is 
alm

ost a consensus am
ong participants that carton 

is m
ore environm

entally friendly packaging than 
P

E
T or can, w

hich is, actually, w
rong. Yet, m

inority 
of participants (especially older) noted that carton 
packaging is not as environm

entally friendly as it 
w

as thought. C
arton m

ay look as m
ade of paper 

from
 the outside but there are also alum

inium
 

and plastic follies inside. C
arton is considered as 

convenient for handling, unbreakable and space 
saving (i.e. it could be squeezed). P

articipants are 
finding carton as a trendy packaging. In overall, 
carton is considered as convenient packaging 
but 

resealing 
is 

not 
alw

ays 
very 

convenient. 
P

articipants are thinking that carton packaging is 
changing the taste of the content. Furtherm

ore, it 
com

pletely covers and is not transparent so the 
content is not visible to the consum

er, w
hich is 

considered as a dow
nside. 

P
E

T
P

E
T is generally considered as a very convenient 

type of packaging. This w
as especially expressed 

by younger participants, w
hile the older participants 

w
ere not that m

uch excited. Furtherm
ore, P

E
T is 

appropriate for transportation due to easy handling 
and light w

eight. It is appropriate for purchasing 
of bigger quantities (i.e. bigger volum

e, m
ulti-

pack options). P
E

T is considered as unbreakable 
packaging m

aterial. P
articipants are also aw

are 
about som

e disadvantages of P
E

T packaging. 
They are considering it as a less environm

entally 
friendly type of packaging due to the fact that oil is 
m

ain raw
 m

aterial for the production of P
E

T and 
that is not degradable. Furtherm

ore, participants 
said that P

E
T is affecting the taste of content and 

that there are som
e m

igrations of gases from
 

the package to content. P
articipants noticed that 

also the carbonization level of carbonated soft 
drinks packed in P

E
T is dropping during the tim

e. 
O

ne relatively im
portant disadvantage is that the 

content in P
E

T tends to heat up very quickly.
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C
an

C
an 

is 
considered 

as 
a 

packaging 
w

hich 
is 

convenient for transportation and storage. It is light 
w

eighted and easy to handle. The content of can 
could be quickly cooled and can is providing good 
protection. P

articipants also noticed that soft drinks 
packed in cans could be bought on the w

ending 
m

achines w
hich is considered as an advantage 

over som
e other types of packaging (e.g. glass). 

H
ow

ever, participants are m
ostly considering can 

as not so good packaging. They are especially 
concern about the health issues related to the 
fact during the consum

ption m
outh is touching 

a surface of package w
hich is being exposed all 

tim
e and therefore could contain germ

s. S
om

e of 
the older participant even noticed that cans are 
containing lead as an ingredient in the packaging 
m

aterial. 
M

ajority 
of 

participants 
com

plained 
about the “m

etal taste” w
hich can gives to the soft 

drinks.

The im
portance of packaging 

characteristics and their relation to the 
packaging m

aterial
P

articipants w
ere asked to express their opinion 

tow
ards 

certain 
packaging 

characteristics 
and 

to evaluate their im
portance. In overall, glass 

is m
ostly perceived as a m

aterial w
ith the best 

characteristics, follow
ed by P

E
T, carton and can. 

Furtherm
ore, a sim

ple projective technique w
as 

used in order to confirm
 a finding that participants 

are preferring glass. A
ll participants w

ere asked 
to nam

e one packaging m
aterial in w

hich they w
ill 

feel the best if they w
ere a soft drink. The m

ajority 
of participants pointed glass as a m

aterial in w
hich 

they w
ould feel the best. P

articipants described 
that they prefer the transparency of glass and the 
fact that it is natural. Just a m

inority of participants 
m

entioned carton. This is in line w
ith the previous 

ranking of packaging m
aterial characteristics but 

it also raises som
e new

 questions and concerns. 
There is an obvious gap betw

een consum
er’s 

attitudes and behaviour in term
s of the packaging 

m
aterial choice.

Figure 3: A
n overview

 of perceived advantages and disadvantages by packaging type 

C
onclusion

C
onsum

ers 
are 

aw
are 

of 
different 

types 
of 

packaging m
aterials and different characteristics 

that these m
aterials are having. G

lass is overall 
perceived as the packaging m

aterial w
ith the best 

characteristics. 
Yet, 

packaging 
statistics 

(e.g. 
Ingham

, 2002; B
usiness Insights, 2003; Future 

Innovation Today, 2006) are show
ing that P

E
T 

and carton are m
uch m

ore popular packaging 
m

aterials. It seem
s that consum

ers are trying to be 
rational w

hile expressing their opinions but in real 
life packaging convenience seem

s to be the m
ain 

m
otivator over the choice of a particular packaging 

m
aterial. Furtherm

ore, it seem
s that consum

ers 
are prepared for trade-offs in order to m

aintain 
the usage convenience of the package. This leads 
to the conclusion that in case of packaging type 
preferences there is a gap betw

een attitudes and 
actual behaviour. 

This research also pointed out som
e potentially 

m
oderating variables of consum

er’s perception 
of packaging m

aterial, like age, occasion, product 
category 

and 
place 

of 
purchase/consum

ption 
(distribution channel). H

ow
ever, on a larger scale 

research these variables, and m
aybe som

e other 
variables (e.g. sex, culture) could be revealed as 
im

portant factors that could m
oderate consum

ers’ 
perception of packaging m

aterial.

It could be taken for granted that the role of 
packaging in the B

2C
 m

arket is im
portant and 

should be considered in the context of better 
understanding of consum

er’s perception tow
ards 

the product and brand. U
nfortunately, theoretical 

background on this rather specific area is not 
sufficient and studies like this one provide valuable 
insight on this topic. A

lthough, due to the research 
m

ethodology lim
itations the general applicability 

of findings is questionable in term
s of general 

cross-industrial acceptance, they provide valuable 
guidelines for further research.
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A
bstract 

M
ost com

panies in today’s m
ature m

arkets are 
faced w

ith grow
ing com

petition and constantly 
increasing 

costs 
of 

attracting 
new

 
clients. 

C
om

peting com
panies undertake m

axim
um

 efforts 
to 

keep 
existing 

clients, 
and 

are 
abandoning 

traditional m
odels of attracting new

 costum
ers, 

focusing m
ore on m

aintaining (and increasing) 
current 

levels 
of 

custom
er 

satisfaction, 
thus 

building closer relationships w
ith them

.

M
arketing of com

panies in the service industry 
is increasingly sw

itching the focus of its efforts 
to 

post-purchasing 
activities 

and 
to 

keeping 
existing custom

ers. A sure approach to custom
er 

retention is to offer high-quality services resulting 
in custom

ers’ satisfaction and loyalty.

In the highly com
petitive service industry m

arket, 
com

panies w
hich are able to low

er the num
ber of 

custom
ers w

ho are dissatisfied and w
ho leave are 

the ones w
hich w

ill increase profits and keep their 
com

petitive advantage. 

The fact that there is no such thing as a perfect 
service still does not m

ean that w
e should not 

engage all available resources to get as close to 
perfection as possible. W

e m
ust exam

ine the very 
process of offering a service from

 the point of view
 of 

the consum
er, in order to avoid possible errors and 

crisis com
m

unication situations that w
ould result in 

a certain level of dissatisfaction of our custom
ers 

and w
ith them

 leaving. S
hould this happen, w

e 
m

ust be able to recognize the reasons that lead 
to the dissatisfaction. The m

ost frequent problem
s 

are connected w
ith the length of the w

aiting period 
during the process of offering a service, w

hich is 
a consequence of bad m

anagem
ent of the service 

com
pany’s resources. A

nother frequent problem
 

lies in the inadequate behaviour of the com
pany’s 

em
ployees, especially in their attitude tow

ards 

com
plaints 

and 
custom

er 
dissatisfaction. 

E
ach 

problem
 and com

plaint should be dealt w
ith on an 

individual basis, especially in direct contact w
ith 

the client, because each client is an individual. 
C

onsequently, 
appropriate 

solutions 
to 

w
ritten 

com
plaints 

should 
be 

based 
on 

an 
individual 

approach.  

A client w
ho com

plains and his/her com
plaint itself 

offer us a valuable source of (free) inform
ation. 

A 
w

ell-developed 
system

 
of 

collecting 
and 

analyzing 
com

plaints 
provides 

quick 
feedback 

from
 

our 
clients 

and 
m

akes 
the 

process 
of 

solving m
isunderstandings faster. U

nfortunately, 
a sm

all num
ber of custom

ers actually com
plain. 

They sim
ply leave and take their business to the 

com
petition. It is crucial to m

otivate clients to offer 
com

m
ents about problem

s they encounter w
hile 

using our service by offering them
 an easy w

ay 
to do this (e.g., a toll-free direct phone line for 
com

plaints). 

S
ystem

atic collection and analysis of custom
ers’ 

opinions, suggestions, and com
plaints prevents 

the spreading of negative inform
ation and the 

creation of the negative im
age of the com

pany (the 
m

ultiplying effect of inform
ation).

W
hen custom

ers are dissatisfied, they w
ill do one 

of tw
o things: they w

ill either leave or they w
ill 

com
plain. C

ustom
er com

plaints w
ill offer im

portant 
inform

ation about the problem
 that has occurred 

w
hile they w

ere using the service. They provide 
one of the m

ost easily available and unfortunately 
underused sources of inform

ation about custom
er 

satisfaction. This m
ight sound like a paradox, 

but those com
panies that place m

ost attention to 
their system

 of collecting and solving custom
er 

com
plaints are the ones that rise to the top of the 

service industry.

C
om

plaints, therefore, need to be system
atically 

collected 
and 

analyzed, 
and 

appropriately 
answ

ered. 

This study w
ill present the system

 of collecting 
im

portant 
inform

ation 
analyzing 

the 
“B

ook 
of 

C
om

plaints” 
as 

a 
m

ethod 
of 

understanding 
critical elem

ents that determ
ine the satisfaction of 

custom
ers in the hospitality industry. 

K
ey w

ords: custom
er com

plaints, custom
er dis/

satisfaction, book of com
plaints 

B
ook of com

plaints as a system
 for 

m
onitoring com

plaints and suggestions 
A

ccording to P
hillip K

otler, som
e of the w

ays of 
investigating/m

onitoring 
custom

er 
satisfaction 

are: S
ystem

atic m
onitoring of custom

er com
plaints 

and suggestions

Q
uestioning custom

ers about their satisfaction

M
ystery shopping

A
nalysis of lost custom

ers  

M
onitoring custom

er com
plaints and suggestions 

as a technique of m
anaging custom

er satisfaction 
and as an im

portant source of inform
ation and 

data is a sim
ple, and a rather inexpensive, system

 
of 

m
onitoring 

satisfaction. 
The 

m
ost 

frequent 
objection to this w

ay of m
onitoring and m

anaging 
satisfaction 

is 
that 

it, 
actually, 

m
onitors 

only 
dissatisfaction in the execution of a service, and 
that a very sm

all num
ber of custom

ers choose to 
com

plain in w
riting. 

W
e believe that these objections are, theoretically, 

and in the sense of the representativeness of the 
sam

ple, hold w
ater; how

ever, the im
portance of the 

system
 of m

onitoring satisfaction and developing 
custom

er loyalty in the tourist industry is becom
ing 

an increasingly m
ore im

portant elem
ent. 

This paper em
phasizes this system

 of m
onitoring 

dis/satisfaction of custom
ers/guests as a chance 

to:Transform
 dissatisfaction into satisfaction

D
eterm

ine value for custom
ers/guests

••••••

C
ontinuously im

prove quality from
 the point of 

view
 of custom

ers/guests

D
evelop loyalty and com

petitive advantage

D
evelop a partner relationship w

ith custom
ers/

guests

C
orrect m

istakes – “last w
arning”

P
redict and control “key points” of the service 

process

M
ake the custom

er feel that he/she w
as 

“treated right”

C
om

panies directed tow
ards clients, w

ishing to 
develop a partnership w

ith their custom
ers, and 

fostering 
a 

proactive 
m

arketing 
philosophy 

of 
doing business w

ill develop and prom
ote a system

 
of m

onitoring com
plaints and suggestions. 

A
ccording to A

. S
. B

row
n , w

ho analyzed reasons 
w

hy clients leave a certain com
pany, 14%

 leave 
because they are not satisfied w

ith a product or 
service, and as m

uch 68%
 leave because they 

perceive the ow
ners, m

anagers, or em
ployees 

of the com
pany as indifferent. If w

e add K
otler’s 

data (from
 various sources) to this – that only 5%

 
of the custom

ers com
plain, w

hile the rem
aining 

95%
 either believe that com

plaining is not w
orth 

it or do not know
 to w

hom
 or how

 to com
plain, w

e 
can conclude that it is high tim

e that this type of 
m

onitoring custom
er satisfaction, opinions, and 

suggestions be taken m
ore seriously and paid 

m
ore attention to. Those w

ho do definitely gain 
com

petitive advantage, and are the ones w
ho 

do it from
 the point of view

 and for the benefit of 
their custom

ers. They do so, because by issuing a 
w

ritten com
plaint, the custom

er has offered them
 a 

chance to correct their m
istakes, and responsible 

com
panies are m

eant to take advantage of this 
opportunity to the benefit of both parties. 

M
ost clients w

hose problem
s, after their com

plaint, 
are 

solved 
quickly 

and 
to 

their 
satisfaction 

display higher loyalty and tend to spread their 
satisfaction thorough w

ord-of-m
outh. in this w

ay, 
dissatisfaction 

is 
transform

ed 
into 

satisfaction, 
and a flaw

 becom
es an advantage, w

hich is a very 
rare business situation and a good opportunity. 
H

ow
ever, 

this 
only 

becom
es 

possible 
if 

the 
com

pany has a w
ell-developed and organized 

departm
ent that continuously and system

atically 
m

onitors and analyzes com
plaints and suggestions 

of their clients. A
d hoc solutions and actions do 

••••••
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not result in the above-m
entioned benefits. this is 

w
hy it is necessary to deliver all the inform

ation 
gathered through m

onitoring books of com
plaints 

and suggestions regularly to all em
ployees w

ho 
com

e in direct contact w
ith clients, as w

ell as to all 
m

anagem
ent levels of the com

pany. 

It is extrem
ely im

portant that em
ployees w

ho 
receive and analyze com

plaints are educated to 
be able to quickly solve problem

s in the best and 
m

ost appropriate w
ay, as w

ell as to recognize 
various nuances of com

plaints – they need to be 
em

pathetic to the custom
ers. 

D
oes anybody read books of com

plaints 
anyw

ay?
C

ustom
ers 

w
ho 

have 
a 

com
plaint 

about 
the 

service they w
ere given at a bar, restaurant, hotel, 

or other tourist institution in the R
epublic of C

roatia 
can register their com

plaint in the so-called B
ook 

of C
om

plaints. The existence and keeping of the 
book of com

plaints is regulated by law
. That is w

hy, 
and in the context of everything stated in this paper 
so far, w

e w
ished to investigate w

hether the book 
of com

plaints is m
erely a legal requirem

ent, or 
w

hether it is also used as an im
portant instrum

ent 
for m

onitoring custom
er satisfaction and the quality 

of the tourist service. 

Legal regulations
The R

epublic of C
roatia, as a typical country w

ith 
a e

uro-continental legal system
, tends to regulate 

certain legal and life situations m
ore than is usual in 

other legal system
s. In tourism

 and the hospitality 
industry, w

ithin w
hich legal custom

s are w
idely 

used, especially the so-called vertical custom
s of 

the hospitality and tourism
 industry, the C

roatian 
legislature did not w

ant to leave to chance such an 
im

portant instrum
ent of the relationship betw

een 
those using and offering a service as the book of 
com

plaints. 

G
enerally, the legislature seem

s to pay a lot of 
attention to the relationship betw

een users, i.e. 
custom

ers, 
and 

those 
offering 

hospitality 
and 

tourism
 industry services as a legal relationship. 

It does now
 allow

 the industry itself, its horizontal 
and vertical custom

s, nor the general conditions 
of doing business to regulate this relationship on 
their ow

n. 

Figure 1. The B
ook of C

om
plaints

W
hat is the m

otivation behind such 
approach by the legislature? 
The first legal m

otive, perhaps the sim
plest one 

as w
ell, is the legal tradition of the C

roatian legal 
system

. this system
 follow

s the e
uro-continental 

legal 
system

, 
w

hich, 
from

 
the 

position 
of 

a 
com

m
on-law

 system
, tends to over-regulate daily 

life. A
lthough the relationship betw

een those using 
and those offering a particular tourist service is 
a part of private law

, w
here the intervention of 

the governm
ent should be kept to the m

inim
um

, 
and the legal regulations as subtle as possible, 
in the C

roatian legal system
 this is not really the 

case. O
ne of the exam

ples can be found in the 
C

roatian Law
 on C

ontractual R
elations , in w

hich 
the C

ontract on  organization of trips and tours is 
one of the m

ost regulated contractual relations, 
especially in the segm

ent of m
utual rights and 

obligations of the trip organizers and travelers. 

The second legal m
otive that resulted in such an 

approach can be found in the principle of favoring 
the consum

er in legal relationships, w
hich is highly 

present in C
roatian law

, and increasingly w
ide-

spread w
ithin the law

 of the E
uropean U

nion.  
C

onsum
er protection in the R

epublic of C
roatia 

is regulated by the Law
 on C

onsum
er P

rotection 
, executed by the N

ational Inspectorate of the 

R
epublic of C

roatia.  The N
ational Inspectorate 

has authority to issue financial punishm
ent to 

those w
ho break the Law

, but not to interfere in 
the legally private relationship betw

een custom
ers 

and those offering a service. Their m
utual petitions 

continue to be resolved w
ithin the fram

ew
ork of 

private and contractual law
. 

In E
uropean law

, ever since the R
om

e C
onvention 

on the Law
 A

pplicable to C
ontractual O

bligations 
in 

1980 
, 

consum
er 

contracts 
are 

subject 
to 

a som
ew

hat different legal regim
e than other 

contracts. 
Law

yers 
believe 

that 
a 

consum
er 

w
ho is in any w

ay harm
ed by the one offering 

a service finds him
/herself in a de facto legally 

m
ore unfavourable position than the com

pany 
or individual offering a service, w

ho is in this 
relationship often the econom

ically stronger party. 
This is especially true in the tourism

 industry, 
these days, w

hich is under great influence of w
ell-

organized and connected tourist agencies and hotel 
chains. That is w

hy contem
porary legal regulations 

favour the user of the service, i.e. the custom
er, 

in an effort to com
pensate for a factual inequality 

w
ith a legal system

 of positive discrim
ination in 

favour of the consum
er. The regulations display 

this positive discrim
ination in the w

idely drafted 
right of the consum

er to issue com
plaints, dem

and 
quick action regarding their com

plains, and in the 
relatively short and strict deadlines on answ

ers to 
com

plaints. S
pecial national bodies are founded, 

w
ith inspectorial authorities, to w

hich consum
ers 

can also send their com
plaints, and w

hich have 
w

ide authority in m
onitoring the hospitality and 

tourism
 industry service providers, as w

ell as the 
legal ability to sanction service providers w

ith 
m

onetary fines.

Tw
o crucial factual reasons have influenced these 

regulations. The first of these reasons is the change 
of the econom

ic system
 w

hich took place in 1991 
in the R

epublic of C
roatia, i.e. the transition from

 
the econom

y of socialist m
anagem

ent to the neo-
liberal m

arket econom
y. E

ven today, C
roatia is in 

the process of establishing institutions of m
arket 

transactions, 
and 

each 
individual 

entrepreneur 
needs to ensure that he/she is able to successfully 
follow

 the changes taking place in the m
arket 

econom
y, as w

ell as in the daily business practice. 
These changes also influence the daily relationships 
betw

een service providers and their custom
ers, 

dem
anding a new

 level of adaptability of the 
service sector to their custom

ers. In those areas 
w

here the legislature feels that the relationship w
ith 

custom
ers is not taken into account sufficiently, 

and for w
hich it believes that they are crucial for 

overall satisfaction w
ith a particular service, new

 
legal standards of behaviour tow

ards custom
ers 

are being introduced.  

The second, even m
ore im

portant reason is the 
role that tourism

 and the hospitality industry play 
in the C

roatian econom
y. The C

roatian econom
y 

is rather dependent on these segm
ents. A

ccording 
to the data of the N

ational Institute for S
tatistics 

and the C
roatian N

ational B
anks, total incom

e 
based on tourist services in 2007 constituted 22%

 
of the C

roatian G
D

P that year.  If w
e w

ere to add 
the incom

e of the hospitality industry in general 
to these num

bers, the percentage w
ould be even 

higher. 

A
s a sm

all country, w
hich cannot rely on m

ass 
tourism

 or aggressive m
arketing like our com

petitors 
in the area, C

roatia relies on its reputation, w
hich 

is built in tourism
 on the basis of quality. For this 

to happen, it is crucial to have custom
ers w

ho 
are satisfied w

ith the services provided and w
ho 

w
ill 

transfer 
their 

satisfaction 
and 

their 
good 

experiences in our country w
hen they get hom

e by 
w

ord-of-m
outh. e

ach individual service provider 
also relies on this good experience and perception 
of the custom

ers. 

The C
roatian legislature is aw

are of the fact that 
the book of com

plaints can serve as the best m
irror 

of the client’s experiences and expectations, as 
w

ell as an unfailing source of inform
ation on how

 
w

e are perceived by custom
ers, of feedback about 

the quality of the services provided, and of the 
suggestions for im

provem
ent.  

E
very 

provider 
of 

services 
in 

the 
tourist 

and 
hospitality industry is required by law

 to keep a 
book of com

plaints. This requirem
ent is stated in 

the a
rticle 4, paragraph 1 of the law

 on P
roviding 

S
ervices in Tourism

 , as w
ell as in A

rticle 9, 
paragraph 1 of the Law

 on H
ospitality Industry 

. A
ccording 

to 
these 

tw
o 

legislations, 
service 

providers m
ust keep the book of com

plaints in the 
proscribed w

ay, inform
 the N

ational Inspectorate 
about any com

plaint w
ritten into the book, and reply 

to the custom
er w

ho w
rote the com

plaint w
ithin 15 

days of receiving it. The form
, content, and w

ay 
of keeping the book of com

plaints is regulated 
by regulations based on the legal authority of the 
M

inistry of S
ea, Tourism

, Transport, and R
egional 

D
evelopm

ent. S
ervice providers w

ho fail to uphold 
this law

 can be fined by the N
ational Inspectorate 

w
ith a fine of 5,000 to 100, 000 C

roatian K
una, 
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w
hich am

ounts to approxim
ately 700 to 14,000 

E
uro.  

A
lthough the R

egulations on the Form
, C

ontent, 
and W

ay of K
eeping the B

ook of C
om

plaints  at 
first 

seem
 

as 
an 

exclusively 
technical 

set 
of 

regulations, in their provisions they touch m
ore 

upon the relationship betw
een service providers 

and custom
ers. They regulate all the details of 

the external and internal design of the book of 
com

plaint, from
 the colours used, to language, 

and the concept of the pages w
ithin it. The prim

ary 
idea behind these regulations is the visualization, 
standardization, and recognisability of the book of 
com

plaints w
ithin the catering or other facility. In 

addition to that, service providers are required to 
place the book in a prom

inent place w
ithin their 

facility, w
here it is easy to reach for the clients. 

A
nother reason for the regulations is overcom

ing 
the language barriers for the custom

ers. The book 
is designed in such a w

ay as to facilitate speakers 
of 

various 
languages 

navigation 
through 

its 
categories, m

aking it highly functional. The book 
m

ust contain very clear instructions for use, in 
order to achieve com

pleteness of data about the 
custom

er w
riting the com

plaint, so that the legal 
requirem

ent of replying to the custom
er can be 

m
et. 

A
lthough it m

ight seem
, at first glance, that the 

book of com
plaints is sim

ply a review
 of custom

er 
dissatisfaction  and criticism

, and as such not 
representative of the entire perception of  custom

er, 
the R

egulations stated that, next to the com
plain, 

the book m
ust also contain space in w

hich the 
provider’s answ

er to the com
plaint is w

ritten. In 
this w

ay, the book of com
plaint given insights into 

the com
m

unication betw
een the custom

er and the 
service provider, as w

ell as into both parties points 
of view

. The perfection of any regulation, how
ever, 

is not m
easured sim

ply in its text, but by the w
ay 

in w
hich it is applied in practice. This is w

here our 
research study com

es into play. 

B
ook of suggestions and im

pressions 
of the Zagreb Tourist B

oard’s Tourist 
Inform

ation C
entre – “Tourist m

ailbox” 
W

hile analyzing the B
ook of suggestions and 

im
pressions 

of 
Zagreb’s 

Tourist 
Inform

ation 
C

entre, w
e found that opinions, suggestions, and 

com
plaints of the visitors/tourists are system

atically 
gathered and analyzed. The B

ook is situated in 

the prem
ises of the Tourist Inform

ation C
entre, 

on the city’s m
ain square, visited by m

ost of the 
tourists in the city. The inform

ation gathered from
 

it is system
atically m

onitored and analyzed. The 
feedback collected in this w

ay is used to im
prove 

the quality of the tourist service offer in Zagreb. 

Tourist m
ailbox

In the course of our study, w
e exam

ined and 
com

pared the feedback from
 “Tourist m

ailbox” 
questionnaires collected by the Tourist Inform

ation 
C

entre during tw
o periods – 119 questionnaires 

collected betw
een July 2006 and M

ay 2007, and 
43 questionnaires collected betw

een january and 
a

ugust 2008.

D
ata gathered from

 the “Tourist m
ailbox” betw

een 
january and a

ugust of 2008  show
s that:

visitors com
e to Zagreb from

 G
erm

any, the 
U

nited S
tates of A

m
erica, France, G

reat 
B

ritain, A
ustralia, C

anada, B
razil, A

ustria, 
C

hina, S
pain, Israel, P

ortugal, and m
any other 

countries all over the w
orld,

visitors com
e for a num

ber of different reasons, 
am

ong w
hich the follow

ing are m
ost frequently 

listed: visiting friends or fam
ily, business, 

sightseeing, studying, getting to know
 the 

capital of C
roatia, stopping-over on the w

ay 
to the A

driatic coast, vacation, and the city’s 
uniqueness,

the average length of stay is betw
een tw

o and 
five days, w

ith the shortest visits lasting one 
day, and the longest visit am

ong the surveys 
collected w

as a four-m
onth stay by a guest 

from
 the U

nited S
tates, w

ho cam
e to Zagreb 

on a long business trip,

tourists of all ages visit Zagreb, and the 
m

ajority of those w
ho filled in the survey are 

betw
een 25 and 34 years of age. 

W
hat follow

s is a list of representative com
m

ents 
by the visitors to zagreb in the year 2008, grouped 
by category.

P
R

A
IS

E
:   

Tourist Inform
ation C

entre (quality of 
inform

ation, kind staff, good brochures, 
know

ledge of various foreign languages) 

••••1.

-  com
m

ent m
ade by a visitor from

 the u
nited 

S
tates “The tourist office w

as very helpful and 
friendly. B

y far the best tourist office I have 
been too. G

reat service w
ith a sm

ile!”

B
eautiful unique city (good flair and 

atm
osphere, clean, orderly, high above 

initial prior expectations) N
ice, friendly, 

approachable people 

C
R

ITIC
IS

M
: 

M
ediocre public restroom

s, taxi service, and 
public transport

B
ad souvenir shops

C
om

m
ent by a visitor from

 the U
nited S

tates: 
“S

top sm
oking!” 

S
U

G
G

E
S

TIO
N

S
: 

O
pen m

ore Tourist Inform
ation C

entres 
throughout the city

P
ublish a brochure about N

ew
 Zagreb

O
ffer the possibility of visiting the P

arliam
ent 

during sum
m

er m
onths

B
etter tips on w

hether zagreb is a gay-friendly 
destination

M
ake restaurants use m

ore visible and clearer 
pricing in their m

enus

S
tart using the E

uro

G
ive clearer inform

ation on tax refunds

The inform
ation gathered from

 the “Tourist m
ailbox” 

betw
een July 2006 and M

ay 2007  show
s that:

visitors com
e m

ostly from
 G

erm
any, the U

nited 
S

tates of A
m

erica, France, G
reat B

ritain, The 
N

etherlands, A
ustralia, Turkey, U

kraine, Italy, 
The R

epublic of S
outh A

frica, R
ussia, C

hina, 
S

w
itzerland, N

ew
 Zealand, S

pain, Japan, 
H

ungary, Israel, and S
w

eden,

the average length of stay is betw
een tw

o and 
four days, w

ith the shortest visit lasting one 
day, and the longest visits on the record lasting 
27 days (a visitor from

 A
ustralia on vacation) 

2.3.1.2.3.1.2.3.4.5.6.7.••

and 20 days (a visitor from
 S

an Francisco on a 
business trip),

w
hile visitors of all ages cam

e to Zagreb during 
this period, m

ost w
ere betw

een 25 and 34 
years of age 

alm
ost none of the visitors w

ho filled out the 
survey used the Zagreb C

ard

W
hat follow

s is a list of representative com
m

ents 
by the visitors to Zagreb in the years 2006 and 
2007, grouped by category.

P
R

A
IS

E
:   

W
alking tourist inform

ers (great idea, m
akes 

tourist feel w
elcom

e) 

Tourist Inform
ation C

entre (quality of 
inform

ation, kind staff, good brochures, 
know

ledge of various foreign languages) 

E
vents going on in the city 

B
eautiful city (clean, orderly, above initial prior 

expectations) and nice people – 

com
m

ent m
ade by a visitor from

 P
oland “This tim

e 
I have visited Zagreb for the 

first tim
e and your city m

akes a huge im
pression 

on m
e and m

y friends. P
eople in 

Zagreb are great – in point “H
ospitality of local 

people” m
y grade is m

uch higher 

than you allow
 m

e to m
ark. You have superb tram

s. 
I’m

 still talking about m
y tim

e 

in Zagreb and I’m
 really enthusiastic about the 

next trip to it!”

6. W
eb page  - http://w

w
w

.zagreb-touristinfo.hr

C
R

ITIC
IS

M
: 

S
habby, run-dow

n youth hostel in P
etrinjska 

S
treet, not enough one or tw

o star hotel that 
function ad bed &

 breakfast places, and no 
cam

ping facilities  

G
raffiti

W
eak tourist signalization  

 A larger selection of postcards needed 

••1.2.3.4.1.2.3.4.
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N
ot m

uch of a night life 

A com
m

ent m
ade by a visitor from

 Israel: “ If 
you don’t w

ant to spend your tim
e 

indoor, there’s not m
uch to do after the first day. 

There are no tours out of the city 

in the w
inter – you can only go if you’re going on 

a private tour.”

S
U

G
G

E
S

TIO
N

S
: 

tourist tram
 or bus w

ith a hop-on/hop-
off system

 (interesting to note – several 
suggestions w

ere m
ade on this issue and a 

project is under w
ay; the Zagreb Tourist B

oard 
gives full support to the idea, and also plans to 
develop a project of city tours by carriage) 

M
ore affordable taxi service 

B
etter souvenir selection

M
ore Tourist Inform

ation C
entres, especially at 

the airport and the m
ain train station 

S
hops and m

useum
 should be open on 

S
undays

The 
M

arketing 
D

epartm
ent 

of 
the 

Tourist 
Inform

ation C
entre Zagreb, under their slogan 

“Zagreb – C
ity w

ith M
illion H

earts” system
atically 

m
onitors satisfaction of visitors to Zagreb through 

the analysis of a feedback questionnaire and the 
book of im

pressions, suggestions, and com
plaints. 

In this w
ay, they collect im

portant inform
ation 

necessary for the understanding of key elem
ents 

that determ
ine visitors’ attitudes and satisfaction. 

The data thus collected is used in determ
ining the 

strategy for im
proving the city’s tourist offer. The 

goal of this data collection process is not to sim
ply 

gather opinions, com
plaints, and suggestions in 

order to evaluate the quality of the tourist service, 
but, above all else, to act proactively and prom

ptly 
react to observed flaw

s and im
perfections.  

5.6.1.2.3.4.5.

Figure 2. Zagreb’s Tourist Inform
ation C

entre 

These 
goals 

are 
also 

especially 
em

phasized 
by the custom

er satisfaction m
onitoring system

 
(surveys, 

books 
of 

suggestions, 
im

pressions, 
and com

plaints) in a num
ber of  Zagreb’s hotels. 

The em
phasis on the im

portance of custom
er 

satisfaction is apparent from
 the slogans printed 

on the hotels’ satisfaction questionnaires:

The R
egent E

splanade Zagreb “P
lease share 

your R
egent experience w

ith us”

P
alace H

otel “W
ould you like to help? D

o you 
have a suggestion or an idea? W

e prom
ise to 

put your suggestions into practice before you 
leave the hotel!”

The W
estin Zagreb “W

e value your opinion! 
Your trust is im

portant to us! Your opinion and 
im

pressions of our hotel are priceless!” 

A
rcotel A

llegra H
otel “Your Feedback, P

lease!”

B
est W

estern P
rem

ier A
storia “O

ur goal is your 
satisfaction! Your valuable com

m
ents w

ill help 
us in perfecting the existing high standards of 
our service!” 

A
s part of our research, in addition to the TIC

, w
e 

also visited the above m
entioned hotels, as w

ell 
as several other hotels in the Zagreb area, and a 
num

ber of restaurants in the city centre. D
uring 

the 
visits, 

w
e 

exam
ined 

the 
hotels’ 

custom
er 

satisfaction m
onitoring system

s. 

Four P
oints by S

heraton P
anoram

a 
H

otel****
The hotel has a book of com

plaints, displayed 
in a corner behind the reception desk. H

ow
ever, 

it is partially covered by a brochure, obstructing 

•••••

its visibility. There is no special sign for the book 
of com

plaints on or near the reception desk. The 
hotel also keeps a separate book of im

pressions, 
and custom

er satisfaction surveys are placed in 
each guestroom

. 

The W
estin Zagreb H

otel*****
The book of com

plaints exists, but is not visibly 
displayed, and there is no sign m

arking its position. 
The hotel m

easures custom
er satisfaction through 

survey questionnaires. 

D
ubrovnik H

otel****
A

lthough not clearly displayed, the hotel does 
keep the book of com

plaints. The reception desk 
has a sign m

arking the existence of such a book. 
C

ustom
er satisfaction is also m

onitored through 
the analysis of survey questionnaires placed in 
each guestroom

 of the hotel. 

P
alace H

otel****
A

lthough the book of com
plaints is not visibly 

displayed, there is a sign on the reception desk 
m

arking its existence, and it is readily produced 
upon a guest’s request. A custom

er satisfaction 
survey questionnaire is placed in each guestroom

. 
A separate book of im

pressions is also kept, and 
offered to guests upon request. 

The R
egent E

splanade H
otel*****

The book of com
plaints is not visibly displayed, but 

there is sign m
arking its existence on the reception 

desk. C
ustom

er satisfaction is m
onitored through 

questionnaires placed in each guestroom
. The 

hotel m
anagem

ent em
phasizes the im

portance of 
verbal com

m
unication w

ith  guests. They collect 
guests im

pressions and record them
 in client files, 

kept for each guest. 

Figure 3. The R
egent Esplanade Zagreb H

otel

C
entral H

otel***
The book of com

plaints is not displayed, nor is 
there a sign m

arking its existence. The hotel also 
dos not keep a separate book of im

pressions, nor 
does it m

onitor custom
er satisfaction through a 

survey. 

A
storia B

est W
estern P

rem
ier H

otel****
The hotel keeps a sign about the book of com

plaints 
hidden behind som

e plates. The book itself is not 
clearly displayed. There is no book of im

pressions, 
but the analysis of custom

er satisfaction is m
ade 

on the basis of questionnaires provided in each 
guestroom

. 

A
rcotel A

llegra H
otel****

The instructions about the book of com
plaints 

are visibly displayed. The hotel system
atically 

collects and analyses inform
ation about custom

er 
satisfaction 

through 
surveys 

and 
the 

book 
of 

im
pressions displayed in the entrance hall. This is 

the only place that displays the book of im
pressions 

openly in the entrance hall. 

S
heraton Zagreb H

otel*****
The book of com

plaints is not displayed, and there 
is no sign clearly m

arking its existence. The hotel 
uses e-m

ail surveys and places questionnaires in 
each guestroom

 to m
onitor custom

er satisfaction. 
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Jadran H
otel***

This w
as the only hotel w

e visited that had a very 
visibly displayed book of com

plaints, placed in a 
glass cabinet right above the reception desk. 

Figure 4. Jadran H
otel 

C
onclusion

E
ach of the hotels w

e visited, except for one, 
actively im

plem
ent a system

 of collecting custom
er 

com
plaints, 

im
pressions, 

and 
suggestions 

in 
order to m

onitor custom
er satisfaction w

ith the 
services offered by the hotel. M

ost keep either 
the actual book of com

plaints, or at least a sign 
m

arking its existence, on or near the reception 
desk, and the m

ajority also m
onitor custom

er 
satisfaction by placing satisfaction questionnaires 
in their guestroom

s. The inform
ation gathered 

in these w
ays is usually analyzed by their P

R
 

or 
M

arketing 
D

epartm
ents. 

D
issatisfied 

clients 
are also contacted directly by telephone. These 
clients are subtly invited to visit the hotel again 
to personally ensure that the im

perfections and 
m

istakes that took place during their visit have 
been efficiently solved. This contributes to building 
an em

otional connection betw
een the guest and 

the hotel he/she stayed in. The com
pensation that 

is m
ost frequently offered to dissatisfied guests is 

an invitation to visit the hotel again, free of charge, 
and enjoy the hotel’s am

enities. 

A
lthough m

ost tourist and catering facilities and 
hotels in the R

epublic of C
roatia are im

plem
enting 

a system
 of gathering and analyzing custom

er 
com

plaints, im
pressions, and suggestions, w

e find 
that there is a tendency tow

ards em
phasis of the 

form
 over content. A

s a result, the system
 could 

and should be used m
ore efficiently as a tool of 

com
m

unication 
betw

een 
the 

consum
ers/guests 

and the com
pany.  
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A
bstract

M
arketing research, as an essential tool for better 

and deeper understanding of consum
er behaviour, 

needs to be based on data gathered by applying 
reliable and scientific procedures. This is especially 
relevant for the service industries, as they are 
m

uch m
ore vulnerable to consum

er dissatisfaction/
disloyalty, w

hich, therefore, needs to be detected 
early enough, in order to avoid business (and 
other) problem

s. In such a context, continuous and 
sophisticated research m

ethodologies serve as an 
‘early w

arning system
s’ to detecting significant 

issues in consum
er behaviour and triggering the 

appropriate 
decision-m

aking 
routines. A

lthough 
the 

described 
procedure 

could 
be 

considered 
a 

‘classical’ 
concept/tool 

for 
the 

developed 
econom

ies/societies, its usage in the w
ider S

outh-
E

ast E
uropean (S

E
E

) region has not yet been 
fully accepted. A

s to stim
ulate the developm

ent 
and application of know

ledge-based approaches 
to custom

er insight, a case study of the S
E

E
-

w
ide research best practice w

ill be discussed. 
Its im

plications for the m
arketing professionals 

in the region are discussed and contrasted to the 
relevant experiences from

 the m
ore developed 

(‘post industrial’) econom
ies/societies. In addition, 

im
plications for im

proving the effects of individual 

know
ledge-based concepts/tools at the level of 

an entire industry/sector, or a territorial entity, are 
discussed.

jpavicic@
efzg.hr

nalf@
efst.hr 

kresim
ir.znidar@
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andrea.soric@
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Introduction
M

uch 
before 

the 
term

 
know

ledge 
econom

y 
(business) has becom

e a fashionable m
anner of 

explaining the ‘ultim
ate’ developm

ent objective 
(see, e.g. G

onzález O
valle, M

árquez &
 S

alom
ó, 

2004, for an overview
 of previous research), P

orter 
&

 M
illar (1985) have elaborated on the inform

ation 
as a potential source of com

petitive advantage, 
w

ithin 
the 

context 
of 

the 
traditional 

industrial 
organization m

icroeconom
ic fram

ew
ork. A

lthough 
significant lessons are to be learned at the country-
w

ide and regional levels (W
orld B

ank, 2003), the 
analysis 

of 
com

petitive 
advantage 

rests 
upon 

individual entities, com
peting for the satisfaction 

of custom
ers’/users’ needs (P

orter, 1985), w
hich 

includes com
panies, but also non profit and sim

ilar 
organizations (La P

iana &
 H

ayes, 2005). A
n entire 
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theory in the stream
 of research related to business 

strategy, so-called the know
ledge-based theory of 

the firm
, has even argued that the very existence 

of a firm
 can be explained by using the concept of 

appropriating know
ledge (G

rant, 1996). H
ow

ever, 
the question of know

ledge relevance has to be 
exam

ined, especially in the context of m
arketing. 

A
lfirevic, 

P
avicic 

and 
D

raskovic 
(forthcom

ing) 
argue that both research-oriented concepts and 
the practical tools in the field of m

arketing are 
becom

ing closely intertw
ined, if not directly, based 

on the know
ledge about custom

ers (represented 
by C

ustom
er R

elationship M
anagem

ent system
s/

practices), as w
ell as the know

ledge for and 
from

 the custom
ers, w

hich is m
anaged w

ithin the 
K

now
ledge M

anagem
ent fram

ew
ork.

S
uch a notion is affirm

ed by the sim
ple com

parison 
of the so-called k

now
ledge M

anagem
ent C

ycle, 
consisting 

of 
know

ledge 
creation, 

capturing, 
sharing and application (liebow

itz, 2001, 4), to 
the notion of m

arketing orientation, as one of the 
fundam

ental ‘building blocks’ of the m
arketing 

field. N
am

ely, follow
ing K

ohli &
 Jaw

orski’s (1990) 
conceptualisation of the term

, an organisation 
exhibiting m

arketing orientation, i. e. orientation 
tow

ard 
satisfying 

its 
custom

ers’/users’ 
needs, 

needs to collect and generate m
arket (custom

er-
related) 

inform
ation, 

dissem
inate 

it 
w

ithin 
the 

organization and act upon such insights. It should 
also be m

entioned that the sim
ilar notion has been 

successfully applied to the non profit organizations, 
by 

taking 
into 

account 
previously 

described 
processes, as applied to the m

ultiple constituencies 
of 

an 
organization 

(P
adanyi 

&
 

G
ainer, 

2004). 
P

rovided that the discussed concepts are easily 
com

parable, the im
portance of know

ledge in the 
contem

porary m
arketing environm

ent is becom
ing 

apparent.

M
arketing research in context 

of developing know
ledge-based 

approaches to consum
er insight

In 
this 

paper, 
the 

process 
of 

collection 
of 

m
arket 

related 
inform

ation 
is 

em
phasized, 

as 
understanding 

and 
acting 

upon 
the 

consum
er 

behaviour patterns is considered to be one of 
the 

fundam
ental 

com
ponents 

for 
the 

success 
of 

contem
porary 

com
panies 

(cf. 
K

esic, 
2006) 

and other organizations. N
am

ely, developm
ent 

of the effective custom
er insight, based on the 

m
arketing research concept/tools, should provide 

the m
anagem

ent w
ith the understanding of the 

‘com
plete 

consum
er’ 

and 
his/her 

experience, 
in 

order 
to 

reduce 
com

plexity 
and 

enhance 
the 

quality 
of 

the 
decision-m

aking 
processes 

(S
m

ith &
 Fletcher, 2004, 3-4). a

lthough the new
 

technologies, such as C
om

puter-a
ided P

ersonal/
Telephone/W

eb Interview
ing (C

A
P

I, C
ATI, C

AW
I) 

seem
 

to 
som

ehow
 

‘guarantee’ 
the 

quality 
of 

collected m
arket inform

ation, correct m
ethodology 

and 
research 

professionalism
 

still 
count 

as 
a 

critical factor (N
icholls, B

aker &
 M

artin, 1997).

S
ervice 

industries, 
w

hich 
include 

the 
often 

em
phasized tourism

 &
 hospitality sector, have 

traditionally been held as arenas, calling for a 
m

uch higher level of professional m
arketing effort 

and a m
ore sophisticated approach to interpreting 

and satisfying custom
ers’/users’ needs (cf. H

ooley 
&

 C
ow

ell, 1996), w
hich also include the ‘drive’ 

tow
ard m

ore sophisticated concepts/tools, such 
as relationship m

arketing (B
erry, 1995). Taking 

into account that the S
outh-e

ast e
uropean region 

is usually characterized by a certain lag in fully 
accepting and applying the contem

porary business 
concepts, the im

portance of transferring the best 
practices from

 m
ore developed countries becom

es 
noticeable. The role of m

arketing agencies in this 
process, such as the regional agency Valicon, 
em

erging 
from

 
the 

older 
organizations, 

based 
in S

outh-e
ast e

urope: C
ati – M

arket, M
edia, 

S
ocial R

esearch and C
onsulting, plc (Ljubljana), 

P
R

IS
M

 R
esearch (Zagreb) and their associated 

organizations 
in 

B
elgrade 

and 
S

arajevo, 
has 

already 
been 

discussed 
– 

both 
in 

term
s 

of 
transferring 

the 
‘standard’ 

m
ethodologies 

from
 

the m
ore advanced countries into the region and 

developing the original know
ledge-based products 

(langer, a
lfirevic &

 P
avicic, 2005, pp. 181-187). 

O
ne of the often encountered problem

s in the 
collection of m

arket-related data can be found 
in different form

s of biases, introduced by the 
inappropriate level of sam

ple data, w
hich do not 

represent the population in the adequate m
anner. 

P
rovided 

that 
the 

suitable 
procedures 

for 
the 

selection of sam
ple out of the surveyed population 

have 
been 

applied 
(H

enry, 
1990), 

statistical 
inference m

akes it possible to m
ake conclusions for 

the population as a w
hole, based on the lim

ited pool 
of data, collected from

 the initial sam
ple (S

chw
ab, 

2005, 157-158).  H
ow

ever, biases m
ay arise even 

in the case of non-response, w
hich proves as a 

rising problem
 for the researchers in contem

porary 
societies. 

N
am

ely, 
potential 

respondents 
start 

avoiding interview
ing and other data collection 

procedures, w
hich especially apply to telephone 

surveys, due to the increased usages of technical 
m

eans, used to avoid telem
arketers and other 

unw
anted calls (tourangeau, 2004). in addition, it 

should be m
entioned that the sim

ilar trends can be 
also associated to other form

s of data collection 
(than 

the 
telephone), 

especially 
the 

Internet, 
w

hich threatens the sam
ple representativeness in 

developing custom
er insights (ibid). This issue w

ill 
be further discussed in the follow

ing chapter, on the 
case of an em

pirical research project, conducted 
by Valicon in C

roatia.

im
proving specific aspects of the 

consum
er behaviour research 

m
ethodology in the context of C

om
puter-

A
ided Telephone Interview

ing (C
ATI) 

approach

G
eneral characteristics of the project

the ‘benchm
ark’ project, conducted by the region-

w
ide agency Valicon, is related to the im

provem
ent 

of 
know

ledge 
related 

to 
the 

m
ethodology 

of 
collecting 

custom
er 

data 
by 

using 
C

om
puter-

A
ided Telephone Interview

ing (C
ATI). Telephone 

interview
ing is becom

ing the m
ajor data collection 

m
ethod for the m

arket research industry (B
ednall, 

2005) and can be considered a  prim
ary tool for 

better understanding of consum
er behaviour. B

ias 
due to respondents w

ho are not at hom
e is a critical 

and grow
ing problem

 for survey researchers w
ho 

collect data by telephone or personal interview
s 

(W
ard, 1985). this problem

 has been in focus of u
S

 
researchers in the eighties, but w

ith a rather large 
lag of m

ore than 20 years becom
es a significant 

issue in the region.

C
oncerns about efficiency, survey costs, and the 

num
ber of call attem

pts started to be considered as 
significant, as the changes in technology occurred 
and 

response 
rates 

declined 
(C

urtin, 
2000). 

Therefore, it becam
e im

portant to analyze the 
relationship  betw

een the num
ber of call attem

pts 
and survey data quality. In this context, follow

ing 

hypotheses have been set w
ithin this ‘benchm

ark’ 
em

pirical project:

H
1: S

ystem
atic approach to random

 sam
pling 

described through m
ultiple call attem

pts to phone 
num

bers w
ithout response w

ill result w
ith em

pirically 
relevant quality im

provem
ent of C

ATI interview
ing, 

m
anifested through better representativeness of 

survey data.

H
2. S

ystem
atic approach to random

 sam
pling, 

characterized 
by 

the 
scheduled 

call 
back 

w
ill 

result in em
pirically relevant quality im

provem
ent 

of C
ATI interview

ing, m
anifested through better 

representativeness of survey data.

R
esearch m

ethodology

In quantitative research, the C
ATI m

ethodology 
(“C

om
puter 

A
ided 

Telephone 
Interview

ing”) 
is 

often used in survey data collection. C
ATI is 

based on a com
prehensive autom

ated system
 

for 
telephone 

interview
ing, 

fully 
supported 

by 
specialized softw

are. R
espondents’ answ

ers are 
directly entered into the com

puter w
ith the support 

of the program
 ‘m

anaging’ the entire process: from
 

the selection and dialling of potential respondents 
through to the adm

inistration of the questionnaire. 
C

hecking of responses in a short tim
e, audio-

visual control of all call stations and high level of 
integration are guarantees of the superior quality 
of data collected w

ith the C
ATI system

.

S
am

ple selection

S
am

pling and data collection w
as perform

ed in 
cooperation w

ith the regional m
arketing research 

agency Valicon. D
ata collection w

as done through 
a 

standardized 
procedure 

of 
Valicon 

om
nibus 

survey. A high level of im
portance is ascribed to 

the procedure for selection of respondents. The 
selection is as random

 as possible w
ithin the quota, 

w
hile the C

ATI system
 enables 100%

 adherence 
to 

the 
selection 

procedure. 
The 

autom
ated 

procedure for the redialling of telephone num
bers 

not reached initially significantly raises the level of 
representativeness of data.
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Figure 1. C
ATI-based sam

ple m
em

ber selection

S
ource: Valicon internal quality standards (2005)

The population is defined in term
s of the general 

population of the R
epublic of C

roatia. It is nationally 
representative, 

stratified 
in 

tw
o 

stages 
and 

calculated according to the population listing from
 

the 2001 census, w
ith counties and settlem

ent size 
used as control variables. R

andom
 selection of the 

agent conducting the survey and other relevant 
theoretical 

recom
m

endations 
(Fow

ler, 
1993) 

are also applied. If one takes into consideration 
the im

portance of random
 selection of sam

ple 
m

em
bers, this can be ‘autom

atically’ guaranteed 
by the C

ATI system
 characteristics. A

utom
atic 

procedure 
of 

recalling 
currently 

unavailable 
telephone 

num
bers 

significantly 
increases 

the 
representativeness of data. The m

ethodological 

procedure 
of 

sam
ple 

selection 
w

ith 
C

ATI 
the 

system
 is dem

onstrated by Fig. 1.  

R
esearch instrum

ent 

A
s 

a 
research 

instrum
ent, 

the 
standardized 

dem
ographic 

questionnaire 
for 

the 
om

nibus 
data 

collection 
is 

used. 
The 

questionnaire 
consists of various dem

ographic questions about 
the 

respondents 
and 

their 
households. 

C
ATI 

interview
ing is perform

ed by using the A
U

TO
C

ATI 
softw

are package, w
hich autom

atically records 
num

ber of call attem
pts and w

as m
arking all 

interview
s w

ith scheduled call back. A
ll further 

analysis 
is 

perform
ed 

by 
using 

the 
statistical 

softw
are package S

P
S

S
 16.

Table 1. N
um

ber of respondent per m
onth

R
esults of the em

pirical project

Interview
ing (data collection) has been perform

ed 
throughout 2007, i.e. from

 January until N
ovem

ber, 
in order to avoid the seasonal influence on data. 
Total sam

ple included 15 902 respondents, as 
presented by Table 1.

In addition, all data w
as w

eighted (separately 
for each m

onth) according to the last C
roatian 

C
ensus data (2001). The rank w

eighting procedure 
w

as used, according to the follow
ing m

argins 
(control variables): age, gender, education, county 
population and settlem

ent size. M
axim

um
 of the 

w
eighting index w

as lim
ited by using the trim

m
ing 

procedure w
ith the value of 4.0. in order to check 

the influence of the sam
ple selection to the quality 

of the survey data, tw
o indicators w

ere used:

1) 
N

um
ber 

of 
calls 

needed 
for 

successful 
com

pletion of the survey. N
um

ber of calls ranges 
from

 one to five: one m
eaning that, during the first 

call, the survey has been successfully com
pleted 

(w
ith the rules of random

 respondent selection 
being follow

ed). E
ach follow

ing call had been 

placed in exact tim
e periods of 3 hours (5 hours is 

the average daily num
ber of operating hours in the 

call centre). C
ATI system

 autom
atically blocks the 

telephone num
ber after the fifth attem

pt. 

2) 
a

rranged 
call-back. 

 
r

espondents 
in 

the 
household are selected based on the rule of 
random

 respondent selection (last birthday). In 
case the person selected is not available at the tim

e 
of call, a call-back is arranged w

ith the household 
m

em
ber at a tim

e w
hen the person is at hom

e.   

B
oth rules are used w

ith probabilistic sam
ples and 

are m
anifested in a w

ay that they equal credibility. 
To sum

 up, a sim
ple random

 sam
ple is created 

(at stratum
 level).  In total, five calls w

ere m
ade 

to one telephone num
ber. The follow

ing figure 
dem

onstrates 
the 

percentage 
of 

successfully 
com

pleted 
surveys, 

depending 
on 

the 
call 

sequence. 
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Figure 2. Percentage of successfully com
pleted surveys depending on the call sequence 

S
ource: E

m
pirical C

ATI research, Valicon, 2007.

In order to evaluate w
hether the call back procedure 

has 
any 

influence 
on 

the 
representativeness 

of the sam
ple and the data quality, analysis of 

dem
ographical 

attributes, 
depending 

on 
the 

sequence, has been perform
ed. For hypothesis 

testing, the follow
ing attributes w

ere selected:  

R
egion

S
ettlem

ent size 

A
ge

E
ducation (com

pleted)

P
ersonal incom

e

N
um

ber of people in the household

H
ousehold incom

e (per m
em

ber)

Tw
o dim

ensions w
ere used for com

parison. Firstly, 
the actual sam

ple obtained by the first call had 
been com

pared to the population. That sam
ple 

w
as com

pared w
ith the C

ensus data. The sam
e 

had been done w
ith the deviation of a certain group 

in the sam
ple in relation to the sam

e group in the 
population.  The obtained results dem

onstrated 
that som

e population segm
ents (e.g. households 

located 
in 

S
lavonia, 

central 
C

roatia, 
sm

aller 
settlem

ents, older, people w
ith low

er degree of 
education, respondents from

 large households, as 

1.2.3.4.5.6.7.

w
ell as respondents from

 households w
ith low

er 
incom

e) have been overrepresented.  O
f course, 

there is deviation in the other w
ay as w

ell, m
eaning 

that certain groups are underrepresented, if C
ATI 

data collection is conducted by using a single 
phone call.  

In the next step of the analysis, a cum
ulative 

percentage had been calculated, based on the 
num

ber of calls. If a total sam
ple had been reached 

by placing five calls and there w
ere no differences, 

then 
the 

cum
ulative 

percentages 
should 

be 
equal or very sim

ilar for all groups. B
ased on the 

differences on the reached subgroup sam
ples, 

depending on the num
ber of calls, statistical testing 

of differences significance has been conducted by 
using the chi-square test, at the 5%

 level (p<0.05). 
S

ignificant 
differences 

(p 
< 

0.05) 
have 

been 
found in all attributes, except in gender.  R

esults 
are quite sim

ilar to sim
ilar em

pirical studies on 
the sam

e topic. In surveys of the general public, 
respondents contacted on the first call tend to be 
older, low

er in incom
e, less educated, fem

ale, 
and disproportionately rural in residence (N

elson, 
1982). 

M
ultiple calling represented an essential part of our 

m
ethodological approach to sam

ple selection. In 
addition, it enabled us to reach currently unavailable 
households, w

hich is necessary for sam
ple to be 

representative. It can be assum
ed that the current 

unavailability of the respondent can operate in a 
sim

ilar 
w

ay 
for 

household 
representativeness.  

R
ule of arranging a call back w

ith selected, but the 
currently unavailable person, is, therefore, one of 
the im

portant rules in C
ATI interview

ing.  

C
all back is the second indicator used for assessing 

the quality of survey data in the em
pirical C

ATI 
research. 

The 
indicator 

used 
to 

achieve 
the 

call-back is binary, m
eaning w

hether there had 
been a call back perform

ed, or not. This is also 
one of the m

ain indicators being follow
ed in the 

supervision system
, w

hich m
onitors interview

ers’ 
data collection practices.  Figure 3. presents the 
percentage of interview

s realized by using the 
arranged call back. 

C
om

parison of sam
ple characteristics, reached by 

using and w
ithout the us of the arranged call back, 

the hypothesis H
1 has been confirm

ed once again. 
A

gain, one can notice that the population deviation 
is larger in som

e regions (Zagreb, D
alm

atia), as 
w

ell as in larger settlem
ents. W

ithout the described 
correction, w

om
en, older population (55+ y.o.), 

respondents w
ith the low

er level of education 
(i.e. prim

ary school or less) and of low
er incom

e 
(up to 2000 H

R
K

) and (as expected) persons 
living alone in the single household or in sm

all (2 
m

em
bers) households, w

ould be overrepresented.  
D

ifferences obtained w
ith the sam

ple constructed 
by using and w

ithout the arranged call back w
ere 

also tested for statistical significance, by applying 
the chi-square test. d

ifferences w
ere statistically 

significant (p<0.05) for all the attributes (except 
for 

the 
household 

incom
e). 

Therefore, 
it 

can 
be concluded that there are differences am

ong 
sam

ples accessed by using the call-back research 
tool/approach, w

hich confirm
s H

2. 

D
iscussion of im

plications for the S
E

E
 

region and its service industries 

The em
pirical research project, based on the 

contem
porary C

ATI m
ethod of data collection, 

clearly 
dem

onstrates 
that 

the 
developm

ent 
of custom

er insights cannot be based on the 
‘blind’ 

application 
of 

m
odern 

inform
ation 

&
 

com
m

unication 
technology. 

W
ithout 

adequate 
conceptualization and (‘hum

an’) research skills, 
even the m

ost sophisticated technology cannot 
ensure the adequate quality of data (cf. B

iener 
&

 Lyberg, 2003), required to reach satisfactory 

decisions in business and w
ider society. This 

and other challenges posed by the application of 
contem

porary 
m

arketing 
concepts/tools 

should 
be view

ed in the w
ider context of both the service 

industries and the know
ledge-based developm

ent 
of the S

E
E

 region.

N
am

ely, em
ergence of the actors and netw

ork, 
such 

as 
Valicon, 

serving 
as 

providers 
of 

know
ledge-based 

services 
to 

the 
regional 

business/societies is definitely strengthening the 
capacity of (som

e) enterprises to act upon relevant 
data and reach individual (business) success. The 
actual strengthening of the service sector in a 
single econom

y, other segm
ents of the econom

y/
society in the region, or the entire region, requires 
the system

atic cooperation of all the actors in 
developing 

and 
applying 

m
ore 

sophisticated 
know

ledge-based concepts/tools and m
aking them

 
available to the relevant parties. A

s suggested 
by the ‘classical’ notion of clusters (P

orter, 1998; 
W

olfe &
 G

ertler, 2003), in this context, cooperation 
m

atters. B
y using the ubiquitous netw

ork concept, 
the successful usage of new

 concepts/tools in any 
given field, including m

arketing, w
ithin a lim

ited 
territory, should be, naturally, discussed in term

s 
of netw

orking w
ith the know

ledge providers and 
dissem

ination through ‘hard’ netw
orks, such as 

the Internet. H
ow

ever, the ‘soft’ netw
orks should 

not be forgotten, as they preserve the value of the 
‘old fashioned’ hum

an expertise, social contacts 
and other form

s of tacit know
ledge (cf. M

alecki, 
2002). 

A
s observable from

 the em
pirical research related 

to im
proving custom

er insight by elim
inating the 

survey non-response bias, the Valicon experience 
can be used as an illustrative case. It em

phasizes 
the fact that a specific technology and/or a single 
concept 

do 
not 

‘m
agically’ 

solve 
(business) 

problem
s, as expert know

ledge and other form
s 

of tacit data still m
atter. The m

ethodologically 
‘correct’ 

application 
of 

an 
individual 

concept/
tool w

ill have only effects lim
ited to a single 

organization, w
hich m

ay lead to the em
ergence 

of its com
petitive advantage. H

ow
ever, in order 

to achieve w
ider social benefits, e. g. at a level 

of an entire industry/sector, or a territorial entity 
– such as an entire region, both ‘soft’ and ‘hard’ 
netw

orking/cooperation am
ong the relevant actors 

are required.



I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

180
181

I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

Figure 3. Percentage of interview
s realized through arranged call back
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A
bstract

Target C
osting is a strategic cost m

anagem
ent tool 

often used in com
panies.  It helps to bring dow

n 
the product cost to a level w

here the desired profit 
can be m

ade. O
ut of the target costing process it 

assures that products are better m
atched to their 

custom
er’s needs, it aligns the costs of features 

w
ith custom

ers’ w
illingness to pay for them

 and 
reduces product costs by up to 20-40%

, depending 
on the product and m

arket circum
stances. 

B
ased on the defined product a m

arket-based 
price is determ

ined. The net price m
inus the 

desired profit leads to the target costs. U
sually 

the focus lies on costs of goods sold, other costs 
are neglected are calculated on an average. In 
addition norm

ally the costs of the project itself, 
preproduction costs and revenues of the product 
and follow

-up costs and revenues of the product 
are not included in the calculation, too. A

ny system
 

that focuses on the life span of a product covers 
usually several years and thus should consider the 
tim

e value of m
oney. 

Therefore 
an 

easy 
and 

applicable 
m

odel 
has 

been developed that integrates the concepts of 
target costing and life cycle costing. The cost per 
unit is calculated by applying net present-values. 
The m

odel is easy to use and ready to be put into 
practice.   It avoids obvious m

istakes that m
ay arise 

for som
e products or com

panies by applying the 
“traditional” target costing approach. Furtherm

ore 
– because of its net-present value elem

ents – 
product calculation and pricing are being aligned 
to concepts of value-based m

anagem
ent like C

ash 
Flow

 R
eturn on Investm

ent (C
FR

O
I).

K
ey 

w
ords: 

target 
costing, 

strategic 
cost 

m
anagem

ent, pricing, product life cycle, value 
based m

anagem
ent

Fon: +49-7231-28-6639

Fax: +49-7231-286080

E
m

ail: bernd.britzelm
aier@

hs-pforzheim
.de

Introduction and R
esearch O

bjective
E

m
pirical studies show

 that target costing as a cost 
m

anagem
ent instrum

ent is used by a large num
ber 

of enterprises (d
ecker and S

m
idt 1998; a

ranout 
1991; a

nsari et al 1999; k
w

ah 2004; k
ajüter 2005; 

H
orngren, D

atar and Foster 2005; D
evigili, Vignali 

and k
opun 2008).

Target costing is defined as a cost m
anagem

ent 
tool for reducing the overall cost of a product over 
its product life cycle.  It is utilized as a pricing 
technique to m

eet both the dem
ands of custom

ers 
as w

ell as com
pany profit goals. P

articularly there 
is an em

phasis to use it during the early stages 
(planning and design) of the product life cycle 
(S

akurai 1989). d
uring the early stages of the life 

cycle a big portion of the future costs is determ
ined 

(C
oenenberg, G

ünther and Fischer 2007).

Target costing is related to product life cycle 
costing (C

oenenberg, Fischer and G
ünther 2007). 

Target costing answ
ers the question “W

hat are the 
allow

able costs for a product?” - P
roduct life cycle 

costing tries to calculate the product’s m
onetary 

success over its w
hole life span. Life cycle costing 

allocates all costs and revenues, w
hich accrue 

during the w
hole life cycle, to the product.

U
p to now

 there’s only som
e research in com

bining 
aspects of target costing and product life cycle 
costing (S

chm
idt 2000, M

ussnig 2001, B
ritzelm

aier 
and e

ller 2004, W
eiß 2006).

N
ow

adays a large num
ber of com

panies use 
value-based 

m
anagem

ent 
(V

B
M

) 
instrum

ents 
for 

perform
ance 

m
easurem

ent 
and 

controlling 
issues (e.g. A

chleitner and B
assen 2002, K

P
M

G
 

2003). 
E

conom
ic 

Value A
ddedTM

, 
C

ash 
Flow

 
R

eturn on Investm
ent and C

ash Value A
dded are 

the m
ost com

m
on used key figures. P

roponents 
of 

value 
based 

m
anagem

ent 
approaches 

rate 
the shareholder’s view

 as central aspect for the 

m
anagem

ent 
of 

a 
com

pany. 
In 

their 
opinion 

the prim
ary goal is the creation of value for its 

shareholders. A
ccording to this V

B
M

 is an overall 
m

anagem
ent approach that aim

s at the sustained 
and consistent long-term

 creation and m
axim

ization 
of shareholder value and ultim

ately shareholder 
w

ealth. Value based m
anagem

ent’s long term
 

orientation links it to life cycle concepts in cost 
m

anagem
ent. Volksw

agen for instance aligned 
its life cycle costing approach to E

VATM
 to m

eet 
their value based targets (V

W
 2003). O

bviously 
connecting life cycle orientated instrum

ents like 
target costing or product life cycle costing not 
only m

akes sense from
 an academ

ic point of view
 

(e.g. B
ritzelm

aier and e
ller 2004, W

eiß 2006, 
B

ritzelm
aier and H

uß 2008, B
ritzelm

aier 2009) but 
is also a need from

 industrial side.

This paper introduces an approach to integrate 
tw

o strategic cost m
anagem

ent instrum
ents (target 

costing and product life cycle costing) considering 

the 
requirem

ents 
of 

value-based 
m

anagem
ent 

instrum
ents.

Target C
osting – the classical approach

Target costing is a system
atic process of cost 

m
anagem

ent and profit planning. The six key 
principles of target costing are (S

w
enson at al 

2003):

P
rice-led costing

Focus on custom
ers

Focus on design

C
ross-functional involvem

ent

Value-chain involvem
ent.

a life-cycle orientation

1.2.3.4.5.6.

Figure 2: Target costing process
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First the product has to be designed. Q
uestions 

of custom
er needs, custom

er benefits, product 
features have to be answ

ered.

The target price has to be defined, answ
ering the 

question: “W
hat w

ill the custom
er be w

illing to pay 
for the product?”

The target price has to cover the future profit as 
w

ell as the future target cost. A
s the price has 

been already defined and usually a com
pany aim

s 
at a certain profit, the target costs becom

e the 
dependent variable.

The next step is probably the m
ost challenging one: 

“H
ow

 to achieve the target costs?” Target costs 
have to be broken dow

n to product com
ponents 

m
atching custom

er needs. U
sually instrum

ents like 
conjoint analysis, value engineering and analysis 
or com

ponent road m
apping are used during that 

phase.

O
nce the drifting costs have been reduced to the 

allow
able target level, com

petitive costs have to 
be m

aintained during the w
hole life cycle.

From
 a price, profit and cost perspective the 

context is as follow
s:

A
llow

able costs as w
ell as drifting costs are not 

only 
product 

dependent 
(direct 

cost) 
but 

also 
include overhead cost and project dependent cost 
(developm

ent etc.):

u
sually project-dependent and overhead costs 

are 
not 

calculated 
explicitly 

w
ithin 

the 
target 

costing m
odels (e.g. Joos 2006, A

lbano 2003, 
C

oenenberg, G
ünther and Fischer 2007). There 

m
ight be com

panies w
here the percentage of 

overhead and project cost is about the sam
e for 

each product and therefore can be treated at an 
average, but one can doubt if this is really the case 
for each com

pany and every product. 

P
roduct lifecycle costing 

A
lso usually target costing m

odels neglect costs 
and revenues occurring during the developm

ent 
or follow

-up-cycle of the product (e.g. joos 2006, 
A

lbano 2003, C
oenenberg, G

ünther and Fischer 

2007). This is quite astonishing because m
ost 

authors stress the lifecycle orientation of the target 
costing approach (e.g. A

nsari 1997, M
onden 2000, 

C
oenenberg, G

ünther and Fischer 2007).

O
n 

the 
other 

hand, 
product-life-cycle 

costing 
m

odels are aw
are of prelim

inary and follow
-up 

costs and revenues:

In its original context product life cycle costing is 
an approach to m

eet the continuously decreasing 
duration of product life cycles, increasing pro-
rata costs for R

&
D

 and m
arket launch as w

ell as 
increasing costs for disposal. P

roduct life cycle 
costing focuses on the w

hole product life cycle, 
this includes the prelim

inary life cycle costs and 
the disposal costs, too: 

W
ithin the classical cost-accounting costs and 

revenue generated during the prelim
inary and the 

follow
-up cycle are not allocated to the causative 

products. They are accounted as overhead costs 
or revenues during the periods in w

hich they 
accrued. This practice is irrelevant as long as 
those am

ounts are not m
aterial or constant over a 

long term
. B

ut all other cases lead to w
rong results 

for the product. 

O
riginally 

product 
life 

cycle 
costing 

w
as 

an 
approach that neglected the tim

e value of m
oney.

D
uring the last years som

e papers show
ed that 

there is a need to connect cost accounting and cost 
m

anagem
ent issues to value based perform

ance 
m

etrics (e.g. B
ritzelm

aier et al 2008, B
ritzelm

aier 
and H

uß 2008).

For all of these reasons im
proved concepts have 

been developed (e.g. E
m

blem
svåg 2003, M

ussnig 
2001, S

child 2005, B
ritzelm

aier and e
ller 2004). 

B
ritzelm

aier and e
ller (2004) show

ed a m
odel that 

is based on cash outflow
s and cash inflow

s of the 
product. Instead of cash flow

s revenues and costs 
could be used. a

ccording to the P
reinreich-lücke-

Theorem
 this w

ould lead to the sam
e result. In the 

m
odel cash flow

s are being discounted by using 
the concept of w

eighted average cost of capital. 
C

ash flow
s and interest rate are calculated on a 

“before tax” basis.

Figure 3: Target C
osting C

ontext

Figure 4: C
ost categories
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Table 1: C
lassification of life cycle costs (B

ack-H
ock 1988)

Figure 5: Phases of the product life cycle (B
ritzelm

aier and Eller 2004)

The basis of the m
odel is a sim

ple net present 
value

∑=
+

=
nt

t
ti
C

N
PV

0
)

1(
w

ith 

t as the tim
e of the cash flow

, 

n as the total tim
e of the product life cycle and 

i as the interest rate. 

C
t corresponds to the net cash flow

 at tim
e t, 

determ
ined by the difference betw

een cash inflow
s 

and cash outflow
s.

In 
this 

basic 
form

ula 
the 

integration 
of 

prelim
inary and follow

-up cash outflow
s is not yet 

im
plem

ented.  

To solve this problem
 there are tw

o possibilities:

- 
a

llocation 
over 

tim
e 

(that 
m

eans 
e.g. 

per 
annum

), 

- a
llocation based on the production volum

e (that 
m

eans per piece).

For an allocation per year the prelim
inary cost 

annuity and the follow
-up cost annuity has to be 

determ
ined to allocate them

 to the periods of the 
m

arket cycle. First the prelim
inary paym

ents are 
com

pounded to the tim
e of the m

arket launch. 
A

fterw
ards the sum

 is allocated to the years of the 
m

arket cycle by the calculation of the annuity:
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(
)
(

)
(

)
(

)
1

i
1

i
i

1
i

1
CO

CI
n n

0

p
t

t
t

t
p

p

p
p

−
+

∗
+

∗⎟ ⎟⎠ ⎞
⎜ ⎜⎝ ⎛

+
∗

−
∑
=

C
I 

= 
C

ash Inflow

C
O

 
= 

C
ash O

utflow

tp 
= 

preproduction periods till m
arket launch (p till 0)

i 
= 

interest rate based on W
A

C
C

 

n 
= 

years of the m
arket cycle

N
ow

 the annuity of follow
-up cash outflow

s is determ
ined by applying the sinking fund factor: 

(
)

(
)

1
1

)
1(

1
1

−
+

∗⎟ ⎟⎠ ⎞
⎜ ⎜⎝ ⎛

+
∗

−
∑

+
=

d

md
t

t
t

t
i i

i
CO

CI
d

d
d

d

C
I 

= 
C

ash Inflow

C
O

 
= 

C
ash O

utflow

td 
= 

follow
-up periods till m

arket exit (t+1 till m
)

i 
= 

interest rate based on W
A

C
C

 

d 
= 

years of the follow
-up cycle

a
ll follow

-up cash outflow
s of the several follow

-up periods have to be discounted to the end of the 
m

arket cycle. The sum
 of this proceeding w

ill be discounted to the beginning of the m
arket cycle. The 

result is afterw
ards spread over the years of the m

arket cycle by using the annuity factor. A
n alternative 

is the use of the sinking fund factor. it can be applied to the discounted sum
 of the follow

-up cash 
outflow

s and leads to the sam
e result. 

the dissatisfying fact of this result is the allocation of the prelim
inary and follow

-up cash outflow
s at an 

average. D
iverging volum

es of products lead to different turnovers. A “fixed” annuity as show
n above is 

correct if one im
plies constant production volum

es and sales figures. U
sually this m

ight be not the case; 
therefore the m

odel is im
proved on a quantitative basis.

Thereto the quantitative present value of the production volum
es has to be calculated w

ith the follow
ing 

form
ula:

(
)
(

) t
nt

t
i

q
Q

+
∗

=∑=
1

1
0

0

Q
0 

=  
quantitative present value 

i 
= 

interest rate acc. to W
A

C
C

qt 
= 

production volum
e of period 

n 
= 

periods

The quantitative present value Q
0 is calculated by sum

m
ing up the discounted production volum

es qt 
of the period to t=0.

N
ow

 the N
P

V
 of the prelim

inary and the follow
-up cash outflow

s get determ
ined. the N

P
V

 of the 
prelim

inary cash outflow
s has to be calculated w

ith the follow
ing form

ula (see also above):

the N
P

V
 of the follow

-up cash outflow
s is calculated as follow

s (see also above):

(
)
(

) t
p

t
t

t
p

i
CO

CI
NPV

+
∗

−
=∑=

1
0

0

For this reason the dynam
ic unit costs ducx can be calculated by dividing the m

oney-N
P

V
s through the 

quantitative N
P

V:

(
)

d
t

m

1
d

t
t

t
0d

)i
1(

1
)

)i
1(

1
*

CO
CI

(
N

PV
+

∗
+

−
=
∑

+
=

The ducx have to be covered by the price of the product as w
ell as the cost of goods sold. The follow

ing 
table gives an im

pression how
 it w

orks and how
 it could look like.

)
(

(€)
(€)

0

0
0

U
nits

Q
N
PV

N
PV

duc
d

p
x

+
=

Table 2: Incom
e statem

ent including quantitative periodical debt of prelim
inary and follow

-up 
cycle
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Integration of Target C
osting in a lifecycle 

costing approach
In chapter 2 the classical target costing approach 
has 

been 
show

n 
and 

criticised. 
The 

m
ain 

shortcom
ings of the traditional approach are:

N
o integration of prelim

inary revenues and 
costs,

no integration of follow
-up revenues and costs, 

neglect of the tim
e value of m

oney and

no alignm
ent to value based m

etrics.

S
ince all these problem

s have been solved in the 
lifecycle costing m

odel in chapter 3 target costing 
is now

 being integrated in the lifecycle costing 
approach.

C
om

ing back to the 5 sub processes m
odel show

n 
in chapter 2 an im

proved target costing can take 
place especially in the processes of defining the 
allow

able costs as w
ell as m

aintaining com
petitive 

costs.

To define the allow
able costs the net present value 

of the cash inflow
s is calculated. A

lso the net 
present value of the volum

e of products to be sold 
in each year is com

puted. D
ividing the net present 

value of the cash inflow
s by the net value present 

of the volum
e leads to the target price. 

∑=
+

=
n0

t
t

t)i
1( CI

N
PV

w
ith t as the tim

e of the cash flow
, n as the total 

tim
e of the product life cycle and i as the interest 

rate. C
It corresponds to the cash inflow

s.

The net present volum
e of the volum

e can be 
nam

ed quantitative present value and can be 
defined as:

(
)
(

) t

n0
t

t
0

i
1

1
q

Q
+

∗
=∑=

Q
0 

=  
quantitative present value 

i 
= 

interest rate ( W
A

C
C

)

••••

qt 
= 

production volum
e of period 

n 
= 

periods

The target price then is:  
TP

Q N
P

V0

=

TP  
=        Target P

rice

If no price increase is assum
ed there is no need to 

do this operation. B
ut usually there are increases 

and decreases in prices during the life cycle. If 
prelim

inary or follow
-up cash inflow

s occur they 
have to be integrated in the N

P
V

 as w
ell.

The target price has to cover the profit, the direct 
production cost, the overhead cost, the prelim

inary 
cycle cost and the follow

-up cost. S
ince w

e use 
cash outflow

s instead of costs w
e have to convert 

costs to cash outflow
s. That m

eans:

FU
C

P
LC

O
H

C
D

P
C

P
R

O
TP

+
+

+
+

=

TP  
= Target P

rice

P
R

O
 

= P
rofit

D
P

C
 

= D
irect P

roduct C
ost C

ash O
utflow

O
H

C
 

= O
verhead C

ost C
ash O

utflow

P
LC

 
= P

relim
inary C

ycle C
ost C

ash O
utflow

Fu
C

 
= Follow

-up C
ycle C

ost C
ash O

utflow

In the life cycle costing approach P
LC

 and FU
C

 
equal ducx (see above).

Thus the form
ula

FU
C

P
LC

O
H

C
D

P
C

P
R

O
TP

+
+

+
+

=
 

can be reduced to

x
duc

O
H

C
D

P
C

P
R

O
TP

+
+

+
=

S
ince the cash inflow

s and cash outflow
s are 

discounted in the m
odel by using w

eighted average 
cost of capital a N

P
V

 of zero is sufficient because the 
desired interest of equity and liabilities is reached. 

That m
eans that in the m

odel no additional profit is 
required. The form

ula can be reduced tox
duc

O
H

C
D

P
C

TP
+

+
=

N
ow

 the several variables can be com
pared w

ith 
the relevant drifting costs and action can be taken 
to bring dow

n the drifting costs to the allow
ed 

level. A
nsw

ers to the follow
ing and m

aybe further 
questions can be given:

D
oes the target profit cover all cost elem

ents?
•

C
an e.g. conjoint analysis help to bring dow

n 
the production cost per product com

ponent 
dow

n to the desired level?

C
an one cut dow

n prelim
inary costs as R

&
D

?

C
an the com

pany get additional cash inflow
s in 

the follow
-up cycle to reach the targets?

Is there a need to do for instance zero base 
budgeting to reduce overhead costs?

Thus the com
bination of a life cycle cost accounting 

approach com
bined w

ith target costing helps to 
gain a controlling approach that covers all stages 
of the product life cycle.

••••

Figure 6: C
ost m

anagem
ent during the product life cycle
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C
onclusion

W
hile com

bing aspects of life cycle costing and 
target costing the m

anagem
ent of a product can 

be im
proved. A

ction can be taken early enough 
to ensure at the best that a product w

ill gain its 
profit targets. C

ost m
anagem

ent can be done very 
sustainably.

C
lassical approaches do not integrate m

atters of 
the tim

e value of m
oney and are usually not very 

w
ell aligned to value based m

anagem
ent system

s. 
The presented approach is aligned to m

odern 
value based m

anagem
ent m

etrics like for instance 
C

FR
O

I.

Further im
provem

ents could pay m
ore attention to 

volum
e issues. W

hat to do if planned and actual 
volum

es diverge dram
atically? 

From
 a m

anagem
ent accounting point of view

 a 
decidedly standard cost accounting including an 
analysis of variance can be im

plem
ented.

From
 a risk m

anagem
ent perspective sim

ulation 
techniques like M

onte-C
arlo-S

im
ulation could help 

to valuate the risk from
 a holistic view

 covering the 
w

hole life cycle span from
 the cradle to the grave.
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A
bstract

The education of teachers in new
 technologies 

allow
s each teacher to understand, through his 

ow
n 

reality, 
interests 

and 
expectations, 

how
 

technologies 
can 

be 
useful, 

the 
effective 

use 
of 

technology 
by 

the 
student 

first 
undergoing 

assim
ilation by the teachers.

A
fter all, if som

eone introduces com
puters to 

universities w
ithout proper attention paid to teachers, 

the benefit that students are going to ultim
ately 

derive from
 it is of low

 quality and usefulness. To 
reach positive effects it’s fundam

ental to consider 
an intensive initial enabling of capacity, starting w

ith 
the teachers that m

ay incentivise their students.

K
ey-w

ords: E
ducation, E

-learning, Technologies
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Introduction
The 

recognition 
of 

an 
increasingly 

m
ore 

technological society m
ust be accom

panied by 
the 

aw
areness 

of 
the 

necessity 
to 

include 
in 

school resum
es the com

petences to deal w
ith 

new
 technologies. In the context of a society 

of 
know

ledge, 
education 

dem
ands 

a 
different 

approach in w
hich the technological com

ponent 
can’t be ignored.

B
oth 

new
 

technologies 
and 

the 
exponential 

increase 
of 

inform
ation 

lead 
to 

a 
new

 
w

ork 
organization, in w

hich it is necessary: the required 
specialization of know

ledge; Tran disciplinary and 
interdisciplinary 

collaboration; 
easy 

access 
to 

inform
ation and consideration of know

ledge as a 
precious com

m
odity, useful in econom

ic life.

Faced w
ith that, a new

 paradigm
 is em

erging in 
education and the role of the teacher, faced w

ith 
new

 technologies is changing radically, for a set of 
activities w

ith a didactic-pedagogical interest m
ay 

be developed, such as the interchange of scientific 
and cultural data of different nature; the production 
of text in a foreign language and the elaboration 
of 

inter-university 
journals, 

thus 
allow

ing 
the 

developm
ent of learning environm

ents centred in 
the activity of students, the im

portance of social 
interaction and the developm

ent of a spirit of 
cooperation and autonom

y in students.

The teacher, in this context of change, needs 
to know

 how
 to orient students about w

here to 
gather inform

ation, how
 to treat it and how

 to use 
it, assum

ing the role of educator and an enforcer 
of self-research and the student’s learning adviser, 
both stim

ulating individual w
ork and supporting 

group assignm
ents gathered by areas of interest.

The quality of education, generally centred in 
curricular and didactic innovation, can’t be placed 
in the m

argin of available resources to proceed 
w

ith innovation in educational m
atters, or any form

 
of m

anagem
ent that m

akes its im
plem

entation 
possible.

O
n 

the 
other 

hand, 
the 

incorporation 
of 

new
 

technologies 
as 

com
m

on 
basic 

content 
is 

an 
elem

ent that m
ay contribute to a greater link 

betw
een the teaching contexts and the cultures 

that are developed outside the school am
bience.

Faced w
ith this situation, educational institutions 

face the challenge of not only incorporating new
 

technologies 
as 

teaching 
content, 

but 
also 

to 
recognize 

and 
develop 

from
 

the 
conceptions 

students have over these technologies to elaborate, 
develop and assess pedagogical practices that 
prom

ote the developm
ent of a disposition reflexive 

of technological know
ledge and uses.

O
ur current society is m

arked by profound changes 
characterized by a deep valorisation of inform

ation. 
S

o, 
in 

the 
so-called 

S
ociety 

of 
inform

ation, 
know

ledge 
acquisition 

processes 
assum

e 
an 

im
portant role and dem

and a professional that 
is critical, creative, w

ith the ability to think, learn 
and sustain know

ledge, w
orking in a group and 

know
ing him

self as an individual. The educative 
system

 m
ust train this individual and for that end it’s 

fundam
ental to have an enhanced instruction that 

the teacher passes on to the student, prom
oting 

the construction of know
ledge by the student and 

the developm
ent of new

 skills, nam
ely capacity 

to innovate, create the new
 out of the know

n, 
adaptability to new

 realities, creativity, autonom
y 

and com
m

unication. A
fter all, it’s the U

niversity’s 
role to prepare students to think, solve problem

s 
and respond rapidly to continuous changes.

Teacher training and new
 technologies

Indeed, w
ith N

ew
 Inform

ation Technologies new
 

possibilities are opened to education, dem
anding 

a posture from
 the educator and w

ith the usage of 
netw

orks in education w
e can obtain inform

ation 
in sources, such as research centres, U

niversities, 
Libraries, 

allow
ing 

w
orks 

in 
partnership 

w
ith 

different institutions; connections w
ith students 

and teachers at any tim
e and place, favouring the 

developm
ent of w

orks w
ith exchange of inform

ation 
betw

een 
universities, 

countries, 
allow

ing 
the 

teacher to better w
ork w

ith the developm
ent of 

know
ledge.

a
ccess to long-distance interconnected com

puter 
netw

orks allow
s learning to occur frequently in virtual 

space that needs to be adapted to pedagogical 
needs. The university is a privileged space of 
social interaction that m

ust connect itself w
ith 

other spaces of know
ledge know

n today, allow
ing 

the form
ation of a bridge betw

een know
ledge, 

thus becom
ing a new

 elem
ent of cooperation 

and transform
ation. The w

ay to produce, store 
and 

dissem
inate 

inform
ation 

is 
changing; 

the 
enorm

ous volum
e of research sources is opened 

to all students through the internet, digital libraries 
replacing printed publications and long-distance 
courses by videoconference or the internet.

The education of teachers to this new
 reality has 

been critical and hasn’t been privileged in an 
effective m

anner by policies in education or in 
universities. P

roposed solutions are inserted m
ainly 

in education program
s of post-graduate level or as 

hum
an-resource qualification program

s, for the 
profile of the teaching professional is oriented to a 
determ

ined specialization, since that the necessary 
tim

e for that appropriation doesn’t allow
 for its 

form
ative generalization. A

s a result, the fragility 
of both actions and education becom

es evident, 
reflecting econom

ical and political interests. 

The m
ain objective of introducing new

 technologies 
in universities is to open the possibility to do things 
that are new

 and pedagogically im
portant that can’t 

be m
ade in any other w

ay. The apprentice, using 
adequate m

ethodology, w
ill be able to use these 

technologies in the integration of m
atters that are 

apparently airtight. The university becom
es a m

ore 
interesting place that prepares the student for 
his future, w

here learning is centred in individual 
differences and the student’s capacity to becom

e 
an independent user of inform

ation, capable of 
using several types of inform

ation sources and 
m

eans of electronic com
m

unication.

To the universities falls the role of introducing these 
new

 inform
ation technologies and lead the process 

of the teacher’s changing role, the teacher being 
the key player in these changes, capacitating the 
student to correctly research for inform

ation in 
several kinds of sources. It’s also necessary to 
raise aw

areness in the w
hole school com

m
unity, 

especially 
the 

students, 
to 

the 
im

portance 
of 

technology in social and cultural developm
ent.

The 
qualitative 

leap 
using 

new
 

technologies 
m

ay be taken in the w
ay the course’s program

 
is elaborated and through the teacher’s actions, 
besides incentivising the use of new

 teaching 
technologies, 

stim
ulating 

interdisciplinary 
research adapted to reality. The m

ost advanced 
technologies m

ay be used to create, experim
ent 

and evaluate educational products, w
hose goal is 

the introduction of a new
 paradigm

 in education, 
adequate to the inform

ation society, to re-dim
ension 

hum
an values, deepen the abilities of thought and 

m
ake w

ork betw
een student and teacher m

ore 
participative and m

otivating.

The integration of w
ork w

ith new
 technologies in 

courses, as tools, dem
ands a system

atic reflexion 
about their objectives, their techniques, chosen 
content, abilities and prior requirem

ents, to the 
very m

eaning of education. 

W
ith new

 technologies, there com
es the dem

and for 
new

 form
s of learning, new

 com
petences and new

 
w

ays to conduct the necessary pedagogical w
ork, 

being fundam
entally necessary to continuously 
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form
 the new

 teacher to act in this environm
ent, 

in w
hich technology serves as a m

ediator for the 
teaching-learning process.

P
rofile of the teacher

There 
are 

difficulties, 
through 

conventional 
m

eans, to prepare teachers to adequately use 
new

 technologies, for it’s necessary to educate to 
correspond to the created expectations.

The 
attem

pts 
to 

include 
the 

study 
of 

new
 

technologies in the curricula of teacher education 
courses face the difficult investm

ent required to the 
acquisition of equipm

ent, the shortage of teachers 
capable of overcom

ing prejudice and practices 
that reject technology m

aintaining an education in 
w

hich the prevalent m
ethod is the reproduction of 

replaceable m
odels by others m

ore suitable to the 
educational problem

atic.

Teachers are professionals that have a function of 
system

atic recreation, this being the only form
 to 

proceed w
hen you have so diversified a field of 

students and learning contexts, as happens in all 
levels of education. The teacher’s function is the 
system

atic creation and recreation that bears in 
m

ind the context in w
hich the activity is developed 

in and the target-population of said activity.

It’s necessary to stim
ulate research and to be open 

to the w
ealth of exploration, of discovery, for the 

teacher m
ay also learn w

ith the student and during 
and in the end of the process, needs to incorporate 
in his m

ethodology:

K
now

ledge of new
 technologies and the w

ays 
to apply them

;

A
bility to allow

 the student to justify and 
discuss his essays;

S
tim

ulate research as a basis for constructing 
know

ledge through the com
puter.

The society of know
ledge dem

ands a new
 profile 

from
 

the 
teacher, 

that 
is: 

open 
to 

changes, 
dialogue, 

cooperative 
action, 

that 
contributes 

so that know
ledge in class is relevant to the 

professional life of the students; that prom
otes 

a 
dem

anding 
teaching 

helping 
students 

to 
advance autonom

ously in their study processes 
and interpret in a critical fashion all know

ledge 
and to m

ake evident a solid general culture that 

•••

m
akes possible for him

 to have an interdisciplinary 
practice dom

inating educational technologies.

The training of teachers signals the beginning 
of 

an 
innovative 

curricular 
organization 

that, 
by overcom

ing the traditional form
 of curricular 

organization, establishes new
 relations betw

een 
theory and practice and offers conditions for the 
em

ergence of collective and interdisciplinary w
ork, 

m
aking possible the acquisition of a technical and 

political com
petence that allow

s the teacher to 
place him

self critically in the new
 technological 

space.

To the teacher falls the role of being involved in 
the process, aw

are not only of the new
 capabilities 

of technology, its potential and its lim
itations so 

that he can betters select w
hat is the best use 

to be explored w
ithin a determ

ined content, as 
w

ell as contributing to the im
provem

ent of the 
teaching-learning process, through a renovation 
of the pedagogical practice of the teacher and 
the transform

ation of the student into an active 
subject in the construction of his ow

n know
ledge, 

leading them
 though the appropriation of this new

 
language to be inserted in contem

porariness.

The 
process 

of 
preparing 

teachers 
currently 

consists of courses of short duration, to explore 
certain 

program
s, 

falling 
to 

the 
teacher 

the 
developm

ent of activities w
ith this new

 tool next 
to the students, w

ithout a chance to analyse 
difficulties 

and 
potentialities 

of 
its 

usage 
in 

pedagogical practice.

These 
changes 

dem
and 

a 
deep 

curricular 
alteration, in w

hich contents by hum
anity are the 

objects of know
ledge, but new

 problem
s and the 

projects for its solutions constitute the procedures 
and activities that w

ill be evaluated by universities 
to w

itness its efficiency. In truth, for innovations 
new

 tools w
ill be required, nam

ely the roads for 
com

m
unication like the internet and the teacher’s 

capacity to tam
e new

 technologies.

To train teachers in this context dem
ands the 

socialization of access to inform
ation and the 

production 
of 

know
ledge 

for 
all, 

a 
change 

in 
interpretative m

odels of learning passing from
 the 

traditional educational m
odel based on instruction 

(that is, w
here teaching is constructed from

 the 
application of theoretical know

ledge form
ulated 

from
 hum

an and social sciences that provide 
grounds for education); a change of conception 
in the act of teaching in relation to new

 w
ays of 

devising the process of learning and accessing 

and acquiring know
ledge; A construction and a 

new
 educational configuration that integrates new

 
spaces of know

ledge in a proposal of innovation 
of the university, in w

hich know
ledge isn’t centred 

in the teacher or physical space, but seen as the 
perm

anent 
process 

of 
transition, 

progressively 
building 

according 
to 

new
 

paradigm
s 

and 
a 

change in the w
ay of conceiving the teacher’s 

w
ork, the flexibility of resum

es in universities and 
the universities’ responsibilities in the process of 
educating the citizen.

The teacher, in the new
 society, sees in a critical 

w
ay his role as partner, interlocutor and counsellor 

of the student in the search of his apprenticeship, 
for they study, research, debate, discuss and 
produce know

ledge, develop abilities and attitudes. 
The classroom

 becom
es a learning environm

ent, 
w

ith the creation of collective w
ork, w

orking w
ith 

the new
 resources that technology offers, in the 

organization and flexibility of contents, the student-
student and student-teacher interaction and in the 
redefinition of his objectives.

The inform
ation that students obtain through the 

internet aren’t just received and stored. These 
represent a point of departure and not an end unto 
them

selves. W
hen a student encounters m

ore 
related inform

ation they constitute them
selves into 

an elem
ent of his ow

n education, identifying the 
im

portance of w
hat he learned.

W
hen students can exchange know

ledge w
ith 

colleagues from
 all over the w

orld, such as libraries, 
research 

centres, 
universities, 

a 
w

hole 
new

 
universe of perception is opened, the perspective 
of the w

orld and reality is changed, giving w
ay 

to the form
ation of a ore global know

ledge, less 
lim

ited to national and im
m

ediate borders, being 
able to construct bridges of know

ledge, understand 
other cultures and other w

ays of understanding the 
m

eaning of reality. 

The changes that are underw
ay in all fields of 

know
ledge m

ove the m
odel of education, that 

occurs in a determ
ined age period of the students’ 

life and in a determ
ined physical space, supported 

in the specialization of know
ledge, for a continuous 

education that fives im
portance to the subject, to 

reflexion and learning of its applicability to social 
life, grounded in the principles of citizenship and 
liberty.

R
eflexion as a didactic principle is fundam

ental in 
any m

ethodology, leading the subject to rethink the 
process in w

hich he takes part w
ithin the university 

as teacher. E
ducation m

ust consider the reality 
in w

hich the teacher w
orks, his deficiencies and 

difficulties encountered at w
ork, so that technology 

can be visualized as an aid and be utilized in a 
conscious fashion.

The process of continuous education provides 
conditions for the teacher to build know

ledge 
based on new

 technologies, understand how
 to 

integrate these into his pedagogical technique 
and 

be 
able 

to 
overcom

e 
adm

inistrative 
and 

pedagogical hurdles, enabling the transition from
 

a fragm
ented system

 of learning to an integrated 
approach 

facing 
the 

resolution 
of 

problem
s 

specific to the interests of each student. O
n the 

other hand, it m
ust create conditions so that the 

teacher know
s how

 to re-contextualize the student 
and the experiences lived though his education 
to his reality of a classroom

, m
aking the needs of 

his students and the pedagogical objects being 
reached for com

patible.

This initial education offers conditions necessary for 
the teacher to dom

inate technology – a process that 
dem

ands profound changes in the w
ay of thinking, 

for the objective of exploratory education, besides 
the acquisition of teaching m

ethodologies, is to 
know

 the learning process deeply, how
 it happens 

and how
 to intervene effectively in the relationship 

student-com
puter, offering the student favourable 

conditions 
for 

the 
construction 

of 
know

ledge. 
Indeed, the em

phasis of the course should be the 
creation of educational environm

ents of learning, 
w

here the student executes and em
pow

ers a 
determ

ined experience, instead of receiving from
 

the teacher the m
atter already fully resolved.

C
ooperative 

w
ork 

as 
a 

strategy 
incentivising 

w
ork relations betw

een individuals is stim
ulating, 

and through it w
e find a m

odel in w
hich social 

gathering and self-esteem
 are increased. S

upport 
tools to cooperative w

ork using new
 technologies 

are, 
for 

exam
ples, 

hypertexts, 
e-m

ail, 
virtual 

classroom
s. In truth, changes that technologies 

favour in classroom
s help the students establish 

a link betw
een academ

ic know
ledge, an exchange 

of ideas and experiences taking place in w
hich the 

teacher, in m
any cases, is placed in the position 

of the student learning w
ith his experience. D

uring 
classes students are led to research and study 
individually, as w

ell as to seek new
 inform

ation and 
data to be brought for study and debate in class, 
em

phasizing an active learning and a process of 
discovery incentivising interactive learning in sm

all 
groups.
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Final C
onsiderations

N
ew

 technologies m
ay have a significant im

pact on 
the role of teachers, through the constant recycling 
received via the netw

ork, in term
s of content, 

m
ethods and usage of technology, supporting a 

general m
odel of learning that faces students as 

active participants in the process of learning and not 
as passive receptors of inform

ation or know
ledge, 

the teachers being persuaded to use netw
orks 

and start reform
ulating classes and encouraging 

students to participate in new
 experiences.

B
y having access to inform

ation technologies, w
ith 

its application to know
ledge, students w

ill later 
be agents for change in the productive sector by 
natural influencing in its use. The adequate use 
of these technologies stim

ulates the capacity to 
develop 

research 
strategies; 

selection 
criteria 

and inform
ation processing abilities, applicable 

not only to the program
m

ing of activities. O
n the 

other hand, it stim
ulates the developm

ent of social 
abilities, the capacity to com

m
unicate coherently, 

the quality of w
ritten presentation of ideas, allow

ing 
for autonom

y and creativity.

Thus, 
students 

and 
teachers 

have 
num

erous 
resources 

that 
facilitate 

the 
task 

of 
preparing 

classes 
and 

doing 
research 

w
ork, 

w
ith 

the 
possibility 

of 
students 

accessing 
inform

ation 
netw

orks 
w

orldw
ide 

during 
the 

course 
of 

the 
school 

year, 
regardless 

of 
their 

geographical 
positioning, am

plifying their vision of the w
orld and 

their capacity to com
m

unicate w
ith people of other 

cultures, interests and idiom
s.

It is expected that in this century, it falls to the 
teacher to help sow

 both individual and collective 
developm

ent and that he know
s how

 to w
ork 

the 
instrum

ents 
that 

culture 
is 

indicating 
as 

representative of civilized m
eans of living and 

thinking, specific to a new
 age. For that end, 

m
uch research into inform

ation technology is still 
needed, as w

ell as cognitive m
odels, interaction 

am
ong peers and cooperative learning adequate 

to m
odels based upon technology that orients the 

teacher’s training in its developm
ent.

The galloping evolution of the need for know
ledge 

im
prints the need to train teachers to assum

e 
them

selves as proactive agents in the m
anagem

ent 
of know

ledge.
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A
bstract

This paper aim
s to discuss the im

portance of 
strategic m

anagem
ent w

ithin the fashion retail 
industry.  It w

ill begin w
ith a brief overview

 of 
the industry and w

ill use a Leeds based retailer, 
R

epublic lim
ited as a case study.  A background of 

the com
pany w

ill be discussed and the rationale 
is to understand the im

portance of the strategic 
process for a com

pany. The author w
ishes to 

determ
ine the extent to w

hich R
epublic’s internal 

capabilities 
com

plem
ent 

the 
overall 

aim
s 

and 
objectives of the business and how

 these can be 
exploited to gain com

petitive advantage.  

K
eyw

ords – R
etailing, fashion, R

epublic

g.vignali@
m

m
u.ac.uk

Fashion retailing
The clothing sector is the second largest in U

.K
. 

retail, (M
intel, 2007).  In 2006, clothing retailers 

posted sales of £28.3 billion (excl. Vat) in the u
k

, 
up by 17.4%

 since 2002. in 2002-06, the sector 
outperform

ed both non-food sales (up by 8.2%
) 

and the overall retail sector, (up by 12.1%
) its share 

rising to 22.9%
 and 12.3%

 of sales respectively 
(M

intel,2007).  Further M
intel reports, (2007) state 

that despite deflationary pressures the clothing 
m

arket has been a good perform
er for the past 

five years.  The reports show
 that the grow

th of 
value fashion has changed consum

er’s attitudes 
tow

ards shopping and has forced the specialists 
to re-think their value offering, w

ith the m
id-m

arket 
in particular feeling the squeeze. D

ifferentiation is 
becom

ing key to retailers (M
intel, 2007).  

B
ackground to R

epublic (R
epublic, 2007)

R
epublic is a sm

all/m
edium

 sized retailer that 
began trading as a single outlet in Leeds, W

est 
yorkshire in 1985, (r

epublic, 2007).  the founders 
of the business Tim

 W
hitw

orth and C
arl B

rew
ins 

spotted a gap in the m
arket w

hen they struggled to 
buy a decent pair of jeans from

 the local high street 
(R

epublic, 2007).  They set about filling this gap 
by opening a store specialising in denim

 brands.  
The store w

as an instant success and has steadily 
grow

n and developed from
 a specialist denim

 
retailer into a fashion retailer aim

ed at fashion 
conscious young m

en and w
om

en.  R
epublic’s 

com
petitors include stores such as R

iver Island, 
Topshop and A

bercrom
bie &

 Fitch.  The business 
has just opened its 83rd store in the u

.k
. and this 

is relentlessly expanding (R
epublic, 2007).  The 

success of the business, changes it has m
ade to 

its offering to custom
ers and the aim

 to acquire 
a portfolio of 200 stores (R

epublic, 2007) reflect 
the strategic thought and planning held by senior 
m

anagem
ent.  R

epublic has grow
n organically 

and the founders are still very m
uch in charge of 

the business. 

S
trategic thinking

D
avid, (2005) feels that organisations w

ith no idea 
w

hat they w
ant to achieve or w

here they w
ant to 

go are the m
akers of their ow

n undoing. 

 Lynch, (1997:1) sees strategy as the “organisation’s 
path for the future; its aim

s, assets and how
 it w

orks 
together in the industry in w

hich it operates.”  

The 
internal 

environm
ent 

and 
the 

strategic 
capability 

of 
an 

organisation 
gives 

a 
sound 

underpinning to their overall success.  It is the 
capability or capabilities of a business that can 
determ

ine its success or failure.  This paper aim
s to 

look at the resource based view
 of strategy (P

orters 

Value chain:1985) to discuss how
 the functional 

elem
ents 

of 
com

pany 
strategy 

can 
becom

e 
distinctive capabilities to help achieve com

petitive 
advantage and create core com

petencies.  A
s 

both m
erchandising and buying are deeply linked 

this paper aim
s to establish how

 they take place 
and w

hat the actual process is for R
epublic Ltd.   

S
trategy – The history

Johnson and S
choles, (2005) explain the origins of 

the study and teaching of strategy.  It dates back 
to the 1960s w

here it can be traced to a num
ber 

of m
ajor influences, one being business courses 

that 
w

ere 
taught 

at 
H

arvard 
university. 

 This 
approach w

as based on com
m

on sense and not 
so m

uch on theory or research.  Follow
ing this in 

the 1970s there w
ere a num

ber of books w
ritten on 

corporate planning.   Johnson and S
choles (2005) 

point out that the im
portance in this approach is on 

analysing different influences on an organisation’s 
w

elfare in order to identify possible threats or 
opportunities for future developm

ent.  H
ow

ever, 
both approaches have com

e under considerable 
criticism

 and as a result of this m
uch research 

developed addressing strategic questions.  W
riters 

such as M
inztberg (1998) argue that it is sim

ply 
not possible to analyse organisations in this w

ay.  
the 1980s saw

 the beginning of M
ichael P

orter’s 
w

ork (The Value C
hain) and the 1990s H

am
el and 

P
rahalad introduced the resource based theories 

of strategy.  These tw
o areas are key issues for the 

purpose of this dissertation.

S
trategy 

is 
defined 

by 
Johnson 

and 
S

choles, 
(2005:9) as the 

“direction and scope of an organisation over 
the long term

, w
hich achieves advantage in a 

changing environm
ent through its configuration 

of resources and com
petences w

ith the aim
 of 

fulfilling stakeholder expectations.”

Lynch, (1997) agrees w
ith this view

 of strategy 
but also highlights that it relates to a com

pany’s 
interaction in the environm

ent in w
hich it functions 

and defines w
hat the com

pany stands for.  H
e 

sees everything from
 the people to the production 

m
ethods playing a vital role in the organisation’s 

strategy.   

H
ill and jones, (2004) relate strategy to m

anagers 
w

ithin an organisation as they feel it is an action 
they take to achieve organisational goals. They 
believe that for m

ost com
panies the m

ain goal 
is to achieve superior perform

ance over their 
com

petition.  

Furtherm
ore they point out that it is im

portant to 
understand the m

eaning of superior perform
ance 

and com
petitive advantage in order to get a clearer 

understanding of strategic m
anagem

ent.  S
uperior 

perform
ance is usually thought of in relation to one 

com
pany’s profitability over another and they point 

out that it can be m
easured by the return it m

akes 
on capital invested.  They state that a com

pany 
has com

petitive advantage w
hen its profitability is 

m
ore than the average profitability of other firm

s in 
the industry.  

In order for any retail business to succeed the 
organisation arguably needs to have a strategy 
in place.  W

ithout a strategy a business has no 
vision for the future.  S

trategy is a com
plex issue 

as can be seen from
 the various view

s discussed 
above.  There is general agreem

ent that strategy 
is involved w

ith an organisations outlook for the 
future, 

achieving 
com

petitive 
advantage 

and 
fulfilling stakeholder expectations.  

A
s R

epublic have grow
n organically it w

ill be 
interesting to analyse the strategic thought and 
direction of the com

pany and to assess to w
hat 

degree it is an em
ergent strategy or a m

ore 
prescriptive approach.  

H
ill and jones (2004), also see the im

portance of 
analysing the organisations internal and external 
environm

ent and then selecting an appropriate 
strategy. They call this strategy form

ulation.  In 
contrast 

to 
this 

they 
recognise 

that 
strategy 

im
plem

entation 
involves 

creating 
appropriate 

organisational structures and control system
s to 

enable the organisation to put their strategy into 
action.  

M
c N

eilly (2002) speaks about the three steps 
to strategic heaven.  H

e believes that these are 
the inform

ation stage, decision stage and the 
im

plem
entation stage.  A

t the third stage he points 
out that none of it w

ill w
ork unless it is im

plem
ented 

effectively.  
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Figure 1 - Strategy Form
ulation

S
ource: a

dapted from
 H

ill and jones (2004: 9)

B
iglar (2001, cited in P

ryor et al: 2007) also feels 
that strategy execution w

ill becom
e one of the 

m
ain sources of com

petitive advantage in the 
21st century.  P

ryor et al (2007) realise that m
any 

com
panies 

can 
form

ulate 
the 

right 
strategies 

but the problem
 lies w

ith the execution of these 
strategies.  H

um
phreys (2004) cited in P

ryor et 
al 

(2007) 
believes 

that 
organisations 

consider 
the execution of strategy less glam

orous than 
form

ulating the vision. 

It is an analysis of the internal processes and their 
execution w

ith w
hich the author has particular 

interest.  The aim
 is to concentrate on the buying 

process in R
epublic and to determ

ine if this is a 
possible elem

ent to enable the com
pany to add 

value and gain com
petitive advantage.  

S
upply C

hain
P

urchasing and the supply chain are extrem
ely 

im
portant elem

ents of com
pany strategy and are 

closely linked. The key term
s w

ill be defined in this 
section and the developm

ent of purchasing into a 
supply chain activity w

ill be discussed.  

The supply chain phrase first cam
e about in the 

1980’s and w
as described by O

liver and W
ebber 

(1982) cited in H
ines and B

ruce (2007:28) as a 
w

ay to describe how
 organisations procured and 

m
anaged supplies.  

K
auffm

ann, (2002) suggests that there is no definite 
definition of supply but argues that professionals 
agree supply is a series of relationships that add 
value.  W

riters such as H
ines, (2007:29) challenge 

this view
 and provide a w

orking definition of supply 
chain:

“The supply chain encom
passes all activities 

associated w
ith the flow

 and transform
ation 

of goods (products and services) from
 initial 

design stage through the early raw
 m

aterials 
stage, and on to the end user.  A

dditionally, 
associated inform

ation and cash flow
s form

 
part of supply chain activities.” 

In 
recent 

years 
Thom

pson 
(1996) 

notes 
that 

purchasing has becom
e a m

atter of interest w
ithin 

m
edium

 and large scale businesses.  It is an 
area in w

hich the gap betw
een the ‘leading edge’ 

com
panies and the stragglers is w

idening.  H
e 

states that a study undertaken by the chartered 
institute of purchasing and supply (C

IP
S

) and 
profit im

pact of m
arket strategy (P

IM
S

) associates 
of w

hich he is a senior consultant has show
n that 

effective purchasing strategies can add up to 4%
 

of sales value or 30%
 to profitability.  H

e also 
highlights the fact that this is an area in w

hich few
 

businesses assess or invest in their developm
ent 

and so it rem
ains relatively unexploited. Thom

pson 
(1996) points to the lack of w

ork w
ithin this area 

and lack of expertise w
ithin top m

anagem
ent of 

com
panies w

hich hinders strategic change.  H
e 

illustrates that the new
 w

ork has com
e from

 the 
interest shared by both P

IM
S

 associates and 
C

IP
S

. P
IM

S
 have devised a unique database of 

quantitative inform
ation and analysis taken from

 
over 3000 com

panies.  Furtherm
ore he points out 

that im
provem

ents in supply chain developm
ent can 

boost productivity and profits.  Thom
pson (1996) 

feels that a valuable purchasing strategy im
proves 

the quality of the supplier’s service in term
s of 

product, delivery, response tim
e and custom

er 
service as w

ell as price. A better purchasing 
strategy m

eans low
er acquisition costs and better 

pricing. In the end Thom
pson (1996) feels that 

purchasing can only advance in com
panies that 

are prepared to invest in people w
ith the right skill 

set and vision to set suitable supplier strategies 
and have the ability to m

ake them
 w

ork both 
internally and also w

ith the supplier.  

The author aim
s to determ

ine if R
epublic can in fact 

use the supply chain to their advantage and like 
H

ines (2007) and Thom
pson (1996) state, enables 

an organisation to add value and differentiate 
them

selves from
 their com

petitors.

H
ines (2007) feels that supply chain m

anagem
ent 

is an essential aspect in m
anaging contem

porary 
fashion 

businesses’. 
 

H
e 

believes 
that 

today 
supply chain structures are an im

portant elem
ent 

of supporting com
pany strategies.  M

acbeth and 
Ferguson (1990) point out that it w

as originally 
concerned w

ith the internal environm
ent of an 

organisation and how
 they sourced their goods, 

m
anaged their stock and how

 they m
oved these 

goods to their custom
ers.  H

arland (1995) and 
C

hristopher (1992) challenge this view
 and feel 

that concentration on the internal environm
ent 

alone w
as inadequate.  They believe the supply 

chain developed beyond the purchasing com
pany 

and included the suppliers and their suppliers.  

G
undlach et al., (2006) agree w

ith H
arland (1995) 

and C
hristopher (1992) and feel that purchasing 

has developed into a function of strategic and 
external effectiveness that encom

passes the firm
 

and larger netw
orks of firm

s occupying the supply 
chain.

A
s the supply chain has developed so too have the 

boundaries of organisations and B
arney (1999) 

w
ould suggest that these have becom

e unclear.  
C

hristopher (1996) goes further than this to suggest 
that the blurring of these boundaries has m

eant that 
it is not organisations that are in com

petition any 
longer but instead the supply chains them

selves. 
S

lack et al (2001) believe that functional structures 
have restricted organisational developm

ents in the 
m

odern business environm
ent.  

B
etter perform

ance in purchasing is seen by K
ekre 

et al (1995 cited in B
rookshaw

 and Teziovski, 
1997) as a key elem

ent in the success and ability 
of a com

pany to m
eet its strategic objectives. 

H
ines (2007) identifies a new

 term
 ‘concurrent 

purchasing’ w
hereby purchasing is repositioned 

as 
a 

key 
strategic 

and 
operational 

process 
rather than a standalone function.  B

rookshaw
 

and Terziovski (1997) state that the pressure on 
com

panies to m
aintain profit in an increasingly 

com
petitive m

arket has seen an increasing focus 
on the purchasing process.  

H
ines and B

ruce, (2007) believe that the fashion 
supply chain is extrem

ely com
plex.  C

hristopher 
and P

eck, (1999) (cited in H
ines and B

ruce, 2007) 
along w

ith num
erous other w

riters acknow
ledge 

the im
portance of getting the right product to the 

right place and at the correct tim
e and this is 

som
ething that can be difficult to accom

plish, 

H
ines 

and 
B

ruce, 
(2007) 

are 
aw

are 
that 

relationships betw
een buyers and suppliers are an 

essential elem
ent of supply chain m

anagem
ent as 

they allow
 for com

m
unication across an industry 

that operates on a global level.  

Further to this H
ines and B

ruce (2007) identify 
som

e m
ajor changes in retail over the years such 
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as superm
arkets m

oving into fashion retail and 
this has led to the clothing m

arket being split into 
segm

ents such as luxury, high street and super-
m

arket/ out-of-tow
n discounter.  r

epublic operates 
w

ithin the high street sector.  These changes have 
also m

eant as H
ines and B

ruce (2007) point out 
that the buyer m

ay be responsible for developing 
ow

n 
brand 

lines 
rather 

than 
sourcing 

‘private 
labels’(H

ines 
and 

B
ruce, 

2007:56). 
 

R
etailers 

such as R
epublic m

ust develop new
 approaches 

to rem
ain com

petitive against these changes in 
retail as the developm

ents of clothing w
ithin the 

superm
arket sector has brought about changes in 

the w
ay people shop w

ith people able to purchase 
fast fashion w

hen they do their w
eekly shop rather 

than visit the high street.  

The im
portance of purchasing and the supply 

chain is evident from
 the various thoughts of the 

w
riters discussed above.  P

urchasing has becom
e 

increasingly part of the supply chain and they are 
both key drivers in the success of a business and 
retailers m

ust be aw
are of the need to develop this 

area in order to gain com
petitive advantage.  The 

author now
 endeavours to determ

ine if R
epublic 

can indeed exploit their buying process and supply 
chain enabling them

 to effectively reach their target 
m

arket and create a core com
petency.

M
ethodology

Q
ualitative data w

as used and analysed in the study 
in the form

 of in-depth interview
s.  e

ssentially the 
research w

as heavily based on prim
ary research/

data due to the intrinsic conditions of the analysis 
of this com

pany.  the in-depth interview
s w

ill be 
conducted w

ith key stakholders w
ithin R

epublic 
w

ith 
a 

view
 

of 
understanding 

their 
business 

approach and m
odel of business.

The use of prim
ary data allow

ed for individual 
research design and the in-depth analysis of the 
research topic.  O

n the other hand, the generation 
of prim

ary data inherently dem
ands the devotion 

of a m
ajority of research resources, for exam

ple, 
tim

e; in order to attain the desired results.  P
rim

ary 
data can be very useful because it is collected first 
hand, it provides an insight into the topic being 
researched and it is not out-dated.  

in-depth interview
s

The 
m

ost 
com

m
only 

used 
form

 
of 

qualitative 
research is interview

s.  A
m

aratunga et al (2002) 
defines interview

s as:

“A
n 

interview
, 

w
hose 

purpose 
is 

to 
gather 

descriptions of the life-w
orld of the interview

ee 
w

ith respect to interpretation of the m
eaning of 

the described phenom
ena.”  - (A

m
aratunga et 

al 2002:7)

The aim
 of the interview

 is to research the topic 
from

 the perspective of the interview
ee, and to 

understand how
 and w

hy they com
e to have this 

perspective.

the in-depth interview
s w

ill be to elicit responses 
and substantiate key factors identified and outlined 
in the literature review

.  It is planned that these 
interview

s w
ill last approxim

ately 20-30 m
inutes.  

S
tructured interview

 restrict the interview
er from

 
om

itting 
and 

adding 
questions 

throughout 
the 

interview
.  O

nly predefined questions m
ay be read 

out.  The interview
s w

ill be directed at stakeholders 
and em

ployees of R
epublic Ltd.  The reason for 

this choice of sam
ple is to enable a good all round 

understanding of how
 and w

hy R
epublic com

petes/
survives.  

B
enefits of using in-depth interview

s for 
this research
B

laikie (2000) and G
ilham

 (2003) m
ention that 

there are several reasons w
hy in depth interview

s 
are beneficial to use as a research tool.  H

ere are 
som

e of their findings:

The acceptability of a longer list of questions as 
the interview

 is m
ore personal.  There is also a 

success of open ended questions as the interview
 

acts and takes the form
 of a conversation.  The 

interview
ee given the opportunity to talk freely 

and the interview
 can be m

oulded to an individual 
situation or context.  The interview

 also becom
es 

m
ore personal and the interview

er has the ability 
to take note of any facial expressions that the 
interview

ee has.  There tends to be a low
er refusal 

rate and the researcher can get closer to the social 
m

eanings and interpretations that the interview
ee 

possess. 

A
nalysis

C
ontent analysis w

ill be used to see if there are 
any m

ain them
es arising from

 the results and to 
support the predeterm

ine literature.

R
esults

The 
follow

ing 
analysis 

has 
been 

as 
a 

result 
of 

indepth 
interview

s 
w

ith 
the 

buying 
and 

m
erchandising director, B

uyer, B
rand m

anager

In essence each product line has a 10 w
eek 

lifespan 
and 

the 
buying 

and 
m

erchandising 
director m

anages the individual lines and the ow
n 

brands of R
epublic Ltd.  If a line is unsuccessful 

the price w
ould be slashed and a recoup of m

oney 
w

ould begin.  O
verall R

epublic see them
selves as 

a M
ulti-brand retailer and aim

 to be the num
ber 

one provider of this in the U
K

.  This differentiated 
approach requires a huge investm

ent in product 
lines.  To achieve this objective focus groups are 
held on a yearly basis to capture the necessary 
inform

ation to inform
 the directors of the lines they 

need to focus on.

R
epublic had been rem

oulded over a period of 
tim

e and in retrospect this has been done through 
organic grow

th.  C
apital has only been re-invested 

as it has been produced and if the strategy has 
failed then the m

ould w
ould be reconsidered.

The developm
ent of the retailer has been such 

through lifestyle changes and attributes and as a 
fashion retailer they have had to be at the forefront 
of fashion to fit into this lifestyle shift.  D

ue to the 
structure of the organisation the response tim

e 
is m

uch quicker as decision are m
ade due to the 

responsibility being give direct to the buyers.

E
ssentially it is m

ore im
portant for the retailer to 

have a relationship w
ith their supplier to m

anage 
lead tim

es.  U
nlike H

&
M

 and Zara, their fashions 
are 

derived 
from

 
the 

fast 
fashion 

philosophy, 
R

epublic look at urban fashion and in essence 
this 

is 
their 

com
petitive 

advantage, 
providing 

alternative fashion to the m
ain stream

 as such this 
is their U

S
P.

W
ith a m

ixture of attractive brands and ow
n brands 

w
ith a slightly higher prem

ium
 this offers and 

appeals to a large part of the 16-35 dem
ographic 

m
arket and through their relationships w

ith the 
suppliers this creates a low

er price overall. A
lso 

m
arried w

ith the 12 w
eek docum

ent, this enables 
the 

m
anagem

ent 
of 

success 
from

 
a 

sim
ple 

m
ethod.  

A
s a sum

m
ary,  R

epublic operates the follow
ing 

approaches to achieve their position w
ithin the 

Fashion M
arket in the U

K
:

12 w
eek m

onitoring of fashion lines

focus groups w
ith target m

arket on a frequent 
basis

U
rban fashion and ow

n brands that represent 
80%

 of the product lines

D
ecentralised decision m

aking for speed and 
lead tim

es

R
eferences

Available upon request from
 

g.vignali@
m

m
u.ac.uk

••••
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A
bstract

In recent years, shopping places are assum
ing the 

characteristics of entertainm
ent places. For this 

reason, m
any researches are focusing on the best 

application of new
 technologies in the stores (i.e. 

plasm
a screens, touch screens, interactive kiosks, 

etc.) in order to im
prove consum

ers’ satisfaction 
and influence their buying behaviour.

M
oreover, 

m
any 

researches 
carried 

out 
the 

im
portance of the link product/territory, w

hich is 
one of the m

ain factors w
hich influence the local 

products buying behaviour.

The aim
 of this research is to investigate the 

consum
ers’ response about the use of A

ugm
ented 

R
eality techniques in retailing of local products of 

M
agna G

ræ
cia. To dem

onstrate the useful of A
R

 
for these products, w

e chose tw
o silver am

phorae, 
reproduced from

 the original ones used by G
reeks 

during the colonization period of M
agna G

ræ
cia 

(V
III cent. B

.D
. and I cent. A

.D
.). These products are 

displayed in a virtual environm
ent, reconstructed 

via com
puter, w

hich represents  the m
arket place 

of that historical period.

A
ugm

ented R
eality techniques allow

 to com
bine 

real 
and 

virtual 
elem

ents 
to 

increase 
the 

consum
ers’ 

feeling 
of 

im
m

ersion. 
In 

this 
w

ay, 
the system

 underlines the link product/territory 
and allow

s consum
er to live an experience m

ore 
attracting and exciting.

The virtual reconstructions have been realized 
by 

using 
he 

softw
are 

Q
uest3D

, 
w

hich 
allow

s 
the creation of real-tim

e 3D
 applications. In this 

scenario, it possible to exploit the stereoscopy, 
w

hich gives user a perception of 3-dim
ensionality 

of 
the 

im
ages. 

The 
effect 

is 
caused 

by 
the 

com
bination of 2 im

ages of the sam
e object from

 
different points of view

. 

C
onsum

ers w
ear special glasses w

ith polarized 
lens 

to 
visualize 

them
. 

These 
glasses 

give 
consum

er the feeling of im
m

ersion in the virtual 
environm

ents.

A sam
ple of consum

ers visited it and has been 
interview

ed. 

D
uring the research w

e used the qualitative m
ethod 

of in-depht interview
s, w

hich have been analyzes 
through a softw

are for the content analysis.

D
ata carried out allow

 to im
prove the system

 
according to interview

ed opinion, to develop new
 

retailing strategies in order to influence consum
er 

buying behaviour and prom
ote in a new

 attractive 
w

ay C
alabrian local products.

K
eyw

ords: 
retailing, 

augm
ented 

reality, 
virtual 

reconstructions, 
consum

er’s 
response, 

M
agna 

G
ræ

cia

eleonora.pantano@
unical.it

Introduction
In recent years, shopping places are assum

ing 
also the characteristics of entertainm

ent places 
(Janes, 

1999; 
G

allucci, 
2005), 

by 
introducing 

relaxing 
places 

(restaurants, 
gym

s, 
cinem

as, 
parks 

and 
so 

on). 
In 

fact, 
“consum

ers 
are 

increasingly dem
anding enjoyable experiences in 

their consum
ption activities” (K

im
, 2001). H

ence, 
the im

portance of experience-based consum
ption 

and 
of 

creating 
em

otionally 
engaging 

in-store 
experience for consum

ers increased (B
äckström

 
&

 Johansson, 2006). 

B
ecause of the influence of shop atm

osphere 
on consum

er buying behaviour, several studies 
are focusing on the best practice to m

ake store 
m

ore attractive and interesting (M
ichon et al., 

2005), for exam
ple by introducing applications of 

new
 technologies in conventional retail stores to 

im
prove consum

er’s in-store-shopping experience 
like kiosks, interactive displays (w

ith touch-screens 
sensors), or m

obile and ubiquitous com
puting 

applications (B
urke, 2002; C

hang &
 B

urke, 2007).

Furtherm
ore, the use of A

ugm
ented R

eality (A
R

) 
techniques in the stores can influence shopping 
experience and consum

ers’ buying behaviour. 

These techniques are “a com
bination of the real 

scene view
ed and virtual (com

puter-generated) 
im

ages” (G
hadirian &

 B
ishop, 2008), w

here “the 
technologies com

pletely im
m

erse a user inside 
a 

synthetic 
environm

ent” 
(A

zum
a, 

1997). 
In 

this scenario, A
R

 can influence few
 of the m

ost 
im

portant factors influencing shopping experience: 
am

bient factors, design factors and situational 
factors (K

ourouthanassis et al., 2007).

In particular, the system
 can be very efficient in 

com
m

unicating 
the 

link 
product/territory, 

w
hich 

is 
one 

of 
the 

m
ost 

influencing 
factors 

during 
consum

ers’ shopping experience (P
antano, 2008). 

In fact, A
R

 techniques can facilitate the prom
otion, 

because it em
phasize the link product/territory and 

attract m
ore consum

ers.

The aim
 of the paper is to analyze the consum

er’s 
response 

about 
the 

use 
of A

R
 

techniques 
in 

retailing of local products of M
agna G

ræ
cia, in 

order 
to 

develop 
new

 
retailing 

strategies 
and 

prom
ote in a new

 and attractive w
ay C

alabria local 
products.

The first part of the paper illustrates the store 
realized w

ith A
R

 techniques, and the second one 
is related to consum

ers’ response of this new
 kind 

of store.

Local products com
ing from

 M
agna 

G
ræ

cia
In 

recent 
years 

consum
ers 

have 
started 

“to 
appreciate the typical nature of the product” and to 
see “it as a distinctive attribute w

ith superior quality 
to the other general products of its kind” (M

attiacci 
&

 Vignali, 2004). Furtherm
ore, consum

ers’ interest 
in the origin of product and the place of production  
has increased (C

odron et al., 2006; D
im

ara &
 

S
kuras, 2003; S

chaefer, 1997; P
antano, 2008a), 

so that it can be considered one of the m
ajor factors 

in consum
er perception regarding a product (A

iello 
et al., 2008;  k

aynak et al., 2000; P
hau &

 leng, 
2008; teas &

 a
garw

al, 2000; yu &
 littrell, 2003). 

H
ence, inform

ation related to production place and 
the link product/territory, tradition play an im

portant 
role for consum

ers. 

In this scenario, the A
R

 techniques can be very 
effective for local products to underline the link 
product/territory. 

C
alabria has a considerable patrim

ony. In fact, 
the production of its products dates back to the 
cultural heritage of M

agna G
ræ

cia (the heritage 
of G

reek colonization betw
een V

III cent. B
.D

. and 
I cent. A

.D
.) (B

ertacchini et al., 2007; B
ertacchini 

et al., 2008). M
any productions have inspired 

the creation of new
 artefacts w

hose shapes, in 
a particular w

ay, echo archaeological finds from
 

that historical period (P
antano, 2008b). d

espite its 
considerable patrim

ony, C
alabria has still not fully 

exploited its potential as a tourist destination on 
account of the low

 profile outside the region of w
hat 

the region has to offer and the lack of prom
otion 

(C
onfindustria C

alabria, 2005).

In this scenario, it is very im
portant for C

alabria 
local products to exploit A

R
 techniques to prom

ote 
local econom

ic developm
ent.

A
R

 techniques in retailing of local 
products com

ing from
 M

agna G
ræ

cia
W

e used A
R

 technique in a point of sale based on 
tw

o silver am
phorae w

ith the shape of the real ones 
used by G

reeks during the colonization period and 
a virtual environm

ent related to the M
agna G

ræ
cia 

period, by using the stereoscopic tools. 

S
tereoscopy is a visualization technique w

hich 
gives user a perception of 3-dim

ensionality of the 
im

ages. The effect is caused by the com
bination of 

2 im
ages of the sam

e object from
 different points 

of view
. 

W
e realized the 3D

 environm
ent by using several 

softw
are for 3D

 graphics: Q
uest3D

 and 3D
 S

tudio 
M

ax.

These program
s allow

ed us to m
odelling the virtual 

environm
ent of ancient M

agna G
recia, in particular 

the m
arket zone.

The Figure 1 represents the point of sale w
ith 

the objects in the original environm
ent and how

 
consum

er 
visualizes 

them
 

w
ith 

som
e 

special 
glasses.
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Figure 1: The real objects in the reconstructed 
environm

ent in the store.

C
onsum

ers need glasses w
ith polarized lens to 

visualize the virtual environm
ent. These lens give 

them
 the perception of a 3D

 environm
ent. 

C
onsum

ers can explore the environm
ent, virtually 

touch 
its 

elem
ents 

and 
live 

a 
new

 
shopping 

experience.

In this w
ay, they have the feeling of com

pletely 
im

m
ersion in the virtual environm

ent. S
o that they 

need less m
ental effort to understand the link 

product/territory.

M
ethodology of research

A qualitative research allow
 us to analyze the 

consum
ers’ 

em
otional 

response 
regarding 

the 
application of this technology to retailing, and their 
suggestions to im

plem
ent the current system

.

In 
particular, 

w
e 

interview
ed 

a 
sam

ple 
of 

19 
consum

ers, w
hich visited the store reconstructed 

in labs.

W
e chose to adopt the qualitative m

ethod because 
qualitative research is m

ainly carried out to provide 
the starting point for the subsequent quantitative 
research. 

It is carried out because it allow
s the perspective of 

the interview
ee to em

erge, to explore the w
ays in 

w
hich a specific group of people perceive a certain 

thing, to see the cognitive and em
otional aspects 

connected to a specific situation, to explore a 
process from

 the participants’ point of view
, and 

finally to confront diverging points of view
 (Vinten, 

1994; M
ay, 2006;  B

urke &
 O

nw
uegbuzie, 2004). 

W
e chose the interview

 m
ethod, because it is 

probably the m
ost com

m
on m

ethod used in data 
collection 

in 
qualitative 

research 
(D

yer, 
2006; 

R
itchie &

 Lew
is, 2003).

The interview
 could be seen as “a site in w

hich 
interview

ers and interview
ees co-construct data 

for research projects rather than a setting that 
provides authentic and direct contact w

ith the 
interview

ees’ realities” (R
oulston et. al., 2003).

Furtherm
ore, the interview

s w
ere carried out using 

the face-to-face m
ethod, w

hich allow
s one to 

obtain good quality data and potentially add further 
non previously predicted questions to the list of 
questions initially drafted (Janes, 2001; C

ollins &
 

C
ordon, 1997).

In fact, through the observed m
ethod, the researcher 

has the opportunity to penetrate m
ore accurately 

the situation under analysis, in particular she m
ay 

have access to certain elem
ents of behavior w

hich 
w

ould be otherw
ise hard to exam

ine, and m
anages 

to understand m
ore in depth the w

ays in w
hich the 

process w
hich she intends to study actually unfolds 

(Vinten, 1994; r
ow

ley, 2004; d
yer, 2006).

The interview
s w

ere collected and transcribed 
before 

proceeding 
to 

the 
subsequent 

content 
analysis by using the softw

are M
A

X
Q

D
A

.

R
esults

in-depth 
interview

s 
w

ith 
consum

ers 
w

ere 
conducted during N

ovem
ber 2008.

W
e chose to analyze the results using content 

analysis as this allow
s for a rigorous exploration of 

various fields w
hich are otherw

ise hard to exam
ine 

(D
uriau et al., 2007).

E
ach interview

 w
as transcribed and m

em
orized in 

digital form
 in order to m

ake subsequent analysis 
and the use of softw

are easier.

Figure 2: Frequency of codes (characteristics of the system
) in the interview

s w
ith the 

consum
ers.

 A
fter having collected the inform

ation from
 the 

interview
s and having identified the m

ost useful 
statem

ents for the research, w
e proceeded to 

the individuation of som
e codes, each of w

hich 
corresponds to a particular attribute of the system

, 
and w

ith the support of M
axQ

da w
e analyzed the 

frequency of such w
ords in the text in order to carry 

out a m
ore in-depth analysis of the interview

s w
ith 

the aim
 of identifying the m

ost im
portant elem

ents 
in this kind of store according to the consum

ers 
(Figure 2). In particular w

e identified 29 elem
ents. 

To each elem
ent w

e assigned a code and w
e 

identified the frequency of each code in consum
ers’ 

interview
s 

as 
follow

s: 
added 

value 
(frequency 

3), attractive (frequency 12), buy (frequency 5), 
colors 

(frequency 
1), 

displaying 
(1), 

effective 
(frequency 3), environm

ent (frequency 3), exciting 
(frequency 2), fascinating (frequency 1), good idea 
(frequency 1), great visual im

pact (frequency 1), 
im

m
ersion (frequency 3), innovative (frequency 

8), innovativeness (1), interesting (frequency 7), 
lighting (frequency 1), link past/future (frequency 
4), 

link 
product/history 

(frequency 
4), 

m
odern 

(frequency 
2), 

m
usic 

(frequency 
1), 

object 
(frequency 

9), 
realistic 

(frequency 
1), 

realistic 
(frequency 1), success (frequency 1), surprising 
(frequency 1), very nice (frequency 10), very refined 
(frequency 2), virtual environm

ent (frequency 3), 
virtual reconstructions (frequency 3), virtual sellers 
(frequency 3).

The 
research 

show
s 

a 
positive 

response 
in 

consum
ers. In fact, they appreciated the new

 kind 
of store. In particular,  they described it very nice, 
attractive, 

interesting 
and 

innovative 
because 

the use of the new
 technologies. Furtherm

ore, 
interview

ers said that these characteristics of the 
store influence them

 in the buying process of the 
products displayed in the store. B

ecause of this 
new

 displaying, consum
ers think that products 

have 
m

ore 
im

portance 
and 

they 
are 

better 
com

m
unicated. In fact, the system

 has been built 
around the object.
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Figure 3: C
om

parison betw
een the interview

s and the codes.

M
oreover, the virtual environm

ents underlines the 
link product/history, and this link is one of the m

ost 
appreciated characteristics of the store. 

In this w
ay, consum

ers have the feeling to not just 
a product, but a piece of history, tradition and the 
m

eaning w
hich the product treasures, w

hich is an 
added value for the product itself.

Furtherm
ore, 

m
any 

consum
ers 

suggested 
to 

m
odel and insert in the virtual environm

ent also a 
virtual reconstruction of sellers, w

ho should w
ear 

ancient clothing, so that he can help and support 
consum

ers during exploration of the store and of 
the products. A

lso the presence of “ancient” m
usic 

could im
prove the level of consum

er im
m

ersion in 
the environm

ent. 

In Figure 3, w
e show

 the m
ap of com

parison 
betw

een the texts (inter-text com
parison), in w

hich 
w

e can notice the com
parison w

ithin the codes 
em

erging in each interview
; in particular,  each 

code corresponds to a different color. In such a 
w

ay a com
parison can be draw

n betw
een the 

diverse answ
ers given by the consum

ers.

The first line show
s the various sections in w

hich 
each text has been divided (in order to m

ake 
im

m
ediately visible also w

hich part of the text the 

factor appears in); in the left colum
n w

e find the 
interview

s, each of w
hich is identified by a different 

univocal code in decreasing order; in the m
iddle 

w
e find the codes reported in different colors, in 

order to show
 how

 m
any tim

es the sam
e code is 

repeated in the various interview
s.  

in Figure 4 w
e show

 the graph for the correlations 
betw

een different factors to highlight w
hich factors 

are interrelated and w
hich are not, w

ith the aim
 

of identifying those w
hich can be potentially group 

together. 

From
 this graph w

e can infer the w
ays in w

hich 
w

e can cluster into one single code displaying, 
attractive and innovative, as they have very sim

ilar 
relations w

ith the other codes. This is justified by 
the fact that the store used a new

 kind of displaying 
generated by the technique of A

R
, w

hich attract 
consum

ers. 

It is further possible to cluster into one single 
code link product/history and link past/future as 
these also have sim

ilar relations. In fact, the link 
past/future can be considered like a link betw

een 
product (present and future) and past, tradition, 
history. 

Figure 4: G
raph of relations betw

een codes.

Furtherm
ore it is possible to cluster also realistic, 

m
usic and very refined, as they also have sim

ilar 
relations. In fact, the “ancient” m

usic in the store 
im

prove the level of im
m

ersion, the quality of the 
im

m
ersion gives user the feeling to be really there. 

In this w
ay, consum

ers consider the store very 
refined.

C
onclusions and future w

orks
C

onsum
ers had a positive response for the new

 
store concept. In particular, they appreciated the 
virtual environm

ent and the possibility to visit the 
virtual reconstructions of the M

agna G
ræ

cia, w
hich 

allow
ed him

 to live a m
ore im

m
ersive and exciting 

experience.

Furtherm
ore, the use of A

R
 technologies involve, 

interest 
and 

enjoy 
consum

ers. 
In 

this 
w

ay, 
their 

satisfaction 
for 

the 
shopping 

experience 
increases.

The presence of A
R

 technologies in the store 
attracted 

consum
ers’ 

attention, 
w

hich 
has 

been focused on the objects. The technologies 
underlined the link product/territory and this link 
influenced consum

er’s buying behaviour. In fact, 
m

any answ
ered that they w

ould like buy these 
products. 

M
oreover, 

they 
w

ould 
prefer 

buying 

these objects in this new
 kind of store than in a 

conventional one.

Furtherm
ore, the system

 can be im
plem

ented 
exploiting consum

er’ response. In particular, it 
could be useful add particular m

usic w
hich arouses 

the historical period of M
agna G

æ
cia, or shopping 

assistants w
ho w

ears traditional clothing. In this 
w

ay, consum
ers w

ill be supported and helped also 
during his store’s exploration.

This system
 should attract m

ore consum
ers and 

prom
ote the developm

ent of C
alabria econom

y.
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The past decade has w
itnessed an econom

ic 
explosion in the A

sian continent. Tw
o econom

ies 
specifically, India and C

hina have em
erged as the 

engines of grow
th and continue to w

itness rapid 
econom

ic transform
ation thereby im

pacting the 
global econom

y.  C
om

pare this w
ith the econom

ic 
slow

dow
n 

being 
faced 

by 
m

any 
countries 

in 
E

urope and A
m

erica.  This scenario has led m
any 

organizations 
to 

consider 
opportunities 

in 
the 

lucrative m
arkets of A

sia. O
ne such sector w

hich 
is seeing such an upsurge is the retail sector.

W
hile the transform

ation in the retail sector in C
hina 

started a few
 years ago, in India the governm

ent 
has capped the entry of Foreign D

irect Investm
ent 

in this sector to 51 %
 on single brand retail.  The 

other route open for retailers to enter the Indian 
m

arket is by w
ay of the C

ash and C
arry form

at.  
The past five years have seen m

any large Indian 
business houses enter this sector in a bid to tap 
to cater to the diverse m

arketplace.  This m
eans 

value offers and em
ploym

ent opportunities in the 
Indian context.

The aim
 of this research is to study the im

pact 
of organized retail on “bottom

 of the pyram
id 

consum
ers” and the expected em

ploym
ent that 

it is likely to generate for this segm
ent. W

hile 
secondary data from

 various sources w
ould be 

used, the authors propose to study the im
pact 

of the value offers on the end consum
er and the 

em
ploym

ent opportunities that the organized retail 
trade w

ill bring to the econom
y as a w

hole.

K
eyw

ords: 
retail, 

bottom
 

of 
the 

pyram
id, 

em
ploym

ent, consum
er
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Introduction 

India and the phenom
enon of organized 

retail

The past decade has w
itnessed the em

ergence 
of a strong global econom

y w
ith countries like 

C
hina and India posting robust grow

th. B
elonging 

to the ‘developing’ category large econom
ies like 

C
hina and India virtually enjoy the ‘learning curve 

‘situation in certain sectors, particularly retail. W
ith 

m
ore than four decades of expertise available 

from
 developed econom

ies India’s success w
ould 

depend on how
 w

ell it em
beds this learning into 

business practices and enhances productivity.

To the developed w
orld India is know

n as a 
‘nation of shopkeepers’ w

ith one of the highest 
retail density  ( m

ore than 12 m
illion retailers) and 

about 40 m
illion people engaged in this vocation 

.H
ow

ever the retail sector is not recognized as an 
industry. A vast m

ajority of the retailers, alm
ost 

96%
 operate in the unorganized or the traditional 

system
 on the neighborhood or convenience store 

principle w
ith practically no system

s or standards 
but contributing betw

een 8 to 10%
 to the G

d
P . 

The start of this decade has seen a num
ber 

of m
ultinational retailers entering India though 

the routes available for entry. B
y w

illing to get 
organized India w

ill have the opportunity to invite 
investm

ent, and obtain technology leading to w
orld 

class retailing w
ith focus on custom

er experience 
in term

s of brand choice. Foreign D
irect Investm

ent 
rem

ains pegged at 51%
 for single brand retailers.  

D
espite these constraints som

e Indian corporates 
have entered this segm

ent (Future group, Tata’s, 
A

ditya B
irla group etc…

) and are beginning to m
ake 

a presence, by offering the shopper experience 
in organized retail. P

rom
otions and offers are 

gradually becom
ing the order of the day.  

The rapidly grow
ing Indian econom

y is w
itness 

to rapid urbanization, and creating an expanding 
m

iddle class, w
ith m

ore disposable incom
e to 

spend. W
hile per capita incom

e w
as $620 in 2005, 

over 150 m
illion Indians have annual incom

es 
of m

ore than $1,000, and m
any w

ho w
ork in the 

business services sector earn as m
uch as $20,000 

a year. 

M
ore 

w
om

en 
are 

entering 
the 

w
orkforce 

as 
w

ell, further boosting the purchasing pow
er of 

Indian households. B
etw

een 1991 and 2001, the 
percentage of w

om
en increased from

 22%
 to 26%

 
of the w

orkforce, according to the 2001 Indian 
governm

ent census. W
hile this is the brighter 

strata of the dem
ographics, the question is in 

sustainability. P
erhaps not if w

e don’t care for the 
bottom

 of the pyram
id w

hich consists of the 4 
billion people across the w

orld living on less than 
$2 per day 

The focus of this paper is to study tw
o im

portant 
aspects of organized retail, the first being the 
potential that the retail sector has for em

ploym
ent, 

and second the value it creates to the needy 
shopper.

The need for the study
In 

India 
the 

estim
ated 

discretionary 
retail 

consum
ption in 2009 w

ill be about $436 billion 
(about r

s 18 lakh crore) out of the $720 billion 
(about R

s 31 lakh crore) of private consum
ption 

. O
f this, about 45 per cent ($196 billion or about 

r
s 850,000 crore) is urban, and the balance is 

rural. B
y 2013, both rural and urban retail m

arkets 
could be as m

uch as $290-300 billion each (and 

the total Indian retail m
arket over $600 billion), i.e. 

an increm
ent of alm

ost $200 billion in additional 
consum

ption at current prices over next five years 
com

pared to 2008. 

O
f this, m

odern retail, w
hich currently is less than 

$15 billion (about R
s 65,000 crore), m

ay touch 
$95-100 billion by 2013, i.e. alm

ost r
s 400,000 

crore (r
s 4,000 billion). Food &

 beverages, of 
course, accounts for alm

ost half of this retail 
consum

ption, 
though, 

both 
in 

absolute 
term

s 
as w

ell as percentage term
s, other product and 

service categories w
ill substantially increase in 

the com
ing years. H

ow
ever, this consum

ption -- 
in absolute financial term

s -- is largely accounted 
for by the m

iddle and upper tiers of the pyram
id. 

A
ccording to N

C
A

E
R

 estim
ates, in 2009, of the 

222 m
illion households in India, the absolutely 

(B
op) 

households 
(annual 

incom
es 

below
 

R
s 

45,000) account for 15.6 per cent of them
 or about 

35 m
illion (about 200 m

illion Indians). A
nother 

80 m
illion households are in incom

e levels of r
s 

45,000-90,000 per year. 

These num
bers also are m

ore or less in line w
ith 

the latest W
orld B

ank estim
ates of the “below

-
the-poverty-line” households that m

ay total about 
100 m

illion (or about 456 m
illion individuals). O

f 
the $436 billion projected retail consum

ption in 
2009, the bottom

 (B
op) (35 m

illion) households w
ill 

account for only 5 per cent or about $21.8 billion 
(just about R

s 90,000 crore). Further, only 9 per 
cent of this consum

ption (i.e. about U
S

$2 billion 
or r

s 8,600 crore) is in urban india, spread across 
5,500 tow

ns, and the balance 91 per cent (or about 
U

S
$20 billion) is spread across the 660,000 plus 

villages in rural India. 

Lastly, of the m
inuscule R

s 90,000 crore (R
s 

900 billion) consum
ption from

 these 200 m
illion 

individuals in the 35 m
illion (B

op) households, 
as m

uch as 72 per cent is accounted for by food, 
another 4 per cent by tobacco and other intoxicants, 
and about 7 per cent by clothing, and about 8 per 
cent by basic durables. 

Inclusive grow
th is essential for our country to 

sustain itself in the future. H
ence it is im

perative 
for us to take an in depth look into the extent w

ith 
w

hich organized retail has helped in providing better 
em

ploym
ent and in turn better living standards for 

large num
bers of the Indians w

ho represent the 
B

ottom
 of the P

yram
id (B

O
P

).
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R
eview

 of Literature
The K

P
M

G
/FIC

C
I report (2006) offers a bird’s 

eye view
 of the Indian retail scene touching on a 

num
ber of retail im

pacting factors notably, retail 
operations, 

learning 
from

 
international 

brands, 
and how

 the Indian retail scene particularly the 
organized segm

ent w
ill touch U

S
$ 23 billion by 

2010. O
f particular interest is the issue of hum

an 
resources and the im

pending w
ar for talent as this 

w
ould be one of the key success factors. The report 

com
es out w

ith a suggestion that there needs to 
be in place processes, system

s and practices to 
enhance com

petency and retention.

G
an 

B
hukta, 

(2004) 
refers 

to 
an 

a
ssociated 

C
ham

bers 
of 

C
om

m
erce 

&
 

Industry 
of 

India 
(A

C
C

I) 
report 

w
hich 

projects 
Indian 

retail 
at 

u
S

$ 300 billion by end 2008 w
ith the organized 

segm
ent w

itnessing a three fold grow
th .A

ccording 
to this study the unorganized sector w

ill continue 
to enjoy an edge till such tim

e as FD
I is perm

itted. 
It m

entions that FD
I in the retail segm

ent w
ould 

generate m
illions of jobs directly besides indirect 

em
ploym

ent for m
any m

ore. It cites Thailand and 
C

hina as positive exam
ples.

A detailed IC
R

IE
R

 study Im
pact of O

rganized 
R

etailing 
on 

the 
U

norganized 
S

ector 
M

athew
 

joseph et al (2008) review
s the overall positive 

im
pact of organized retail in India on other linked 

segm
ents like unorganized retailers, consum

ers, 
interm

ediaries, farm
ers and m

anufacturers and 
the policy recom

m
endations. W

hat m
ust be noted 

is the fact that there is no evidence of a decline 
in overall em

ploym
ent in the unorganized sector 

as a result of the entry of organized retailers and 
that there is com

petitive response from
 traditional 

retailers through im
proved business practices and 

technology up gradation. 

The M
ethodology: S

tudy 1 – focus on 
em

ploym
ent

The m
ixed phenom

enon of grow
ing organized retail 

and a large section of the population concentrated 
at the B

ottom
 of the P

yram
id, brings the authors to 

fram
e the prim

ary research objective viz,

W
hether B

oP is aw
are of opportunities in 

organized retail? 
1.

H
ow

 B
oP is going to get benefited from

 
em

ploym
ent opportunities that w

ill be opening 
up in the organized retailing sector? 

B
y benefit w

e m
ean including as in com

parison 
to their previous em

ploym
ent to the one they are 

actually doing in organized retail. 

The prim
ary objective of the first research w

as to 
understand the follow

ing:

In store em
ployees:

If organized retail has provided better 
em

ploym
ent opportunities to the B

ottom
 of the 

P
yram

id.

O
ther B

oP people:

Aw
areness of organized retail and their 

em
ployability in it. 

The secondary objective is to find out:

The w
illingness of people to w

ork in this sector.

C
onstraints if any, to join organized retail.

H
Y

P
O

TH
E

S
IS

1. 
In store em

ployees : 

H
0  = W

ith increase in organized retail there exists 
better em

ploym
ent opportunities for people in the 

B
O

P in term
s of a) S

alary b) C
areer grow

th c) Job 
satisfaction

2. 
O

ther people in the B
O

P ( N
on store 

em
ployees)

a. 
H

0 
= 

w
ith 

increase 
in 

retail 
getting 

organized there exists aw
areness am

ongst the 
people in the B

oP. 

b. 
H

0 = There exists w
illingness to w

ork in 
organized retail am

ongst the people in the B
oP.

The key lim
itation of this study w

as that it w
as 

restricted to a specific tier II city and had a lim
ited 

sam
ple size. The form

at visited w
as a superm

arket. 
The scope of scope of project involved checking 
for the aw

areness, w
illingness to w

ork and identify 
any constraints to join retail. 

The sam
pling plan consisted of store em

ployees 
and non em

ployees. The personal interview
ing 

technique w
as em

ployed to collect data.  A pilot test 

2.1.1.1.2.

w
as done for each category to check the validity 

of the questionnaire.  Q
uestionnaire 1 appears as 

A
ppendix 1.

K
ey Findings 

P
E

O
P

LE
 B

E
LO

N
G

IN
G

 TO
 B

O
P (O

ther 
than R

etail)

A
s can be seen from

 the above pie chart very few
 

people (10%
) from

 our sam
ple could actually recall 

store nam
es w

hen asked about it. A
lso nam

ing 
things w

hich these stores sell w
as a tough question 

for them
. This show

s very poor aw
areness level 

am
ong the B

O
P about organized retail.

O
nly 

6 
%

 
of 

the 
people 

in 
our 

sam
ple 

had 
aw

areness as to w
here they could fit in retail. 

M
ost of them

 felt intim
idated by the prospects of 

w
orking in retail because they felt they w

ould not 
be entertained in a retail store.

A m
ajority of the population have no constraints 

in joining a retail store if given the opportunity. 
Though a sm

all num
ber have a few

 concerns like 
having to travel huge distances to w

ork in a store. 

This 
show

s 
the 

openness 
of 

the 
B

O
P 

w
hen 

choosing a career in retail. 

M
ajority 

of 
the 

people 
w

e 
interview

ed 
expect 

m
onetary benefits m

ore than anything else.

The interview
ed people w

ished to get salary w
ith 

least or no deduction from
 it (M

axim
um

 in hand 
cash)

B
O

P people perceive retail as a high paying career 
option w

here career paths are clearly defined and 
they w

ould paid w
ell for their hard w

ork. 

IN
S

TO
R

E
 R

E
TA

IL E
M

P
LO

Y
E

E
S

 
B

E
LO

N
G

IN
G

 TO
 B

O
P

The m
inim

um
 education qualification asked by the 

retailer is H
S

C
. 

B
ut 

retailers 
prefer 

graduates 
w

ith 
com

puter 
proficiency. 

E
ducation is a factor in determ

ining the level to 
w

hich the em
ployee can be prom

oted.
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W
ith H

S
C

 as qualification, the em
ployee can be 

prom
oted only up to the level of supervisor and not 

as store m
anager. 

O
f the sam

ples collected, the fresher’s contributed 
m

axim
um

. E
specially, the fresher’s w

ith graduation 
are preferred. 

A
s these graduates can be em

ployed for lesser 
salary com

pared to those w
ho are experienced, 

this could be one of the reasons for their large 
share.

R
etailers also seem

ed biased in recruiting fem
ale 

candidates. In their opinion, fem
ales if m

arried can 
be considered.

(Vishal M
ega M

art store m
anager stressed on this 

point)

A
m

ong the em
ployees w

ith prior w
ork experience 

those 
w

ith 
experience 

in 
retail 

(organized) 
contributed m

axim
um

. 

P
eople 

w
ith 

prior 
w

ork 
experience 

in 
kirana 

store, local cloth stores or shoe store w
ere also 

recruited.

It w
as also noticed that people having w

orked for 
som

e FM
C

G
 com

pany as sales person have good 
understanding and convincing pow

er, thus also 
find place in retail store.

Increase in S
alary w

as prim
ary reason for sw

itching 
the jobs.

G
raduates w

ith no w
ork experience joined to get 

associated w
ith good brand. They think that they 

can leverage this experience in future. 

Fem
ales joined especially to lend a helping hand 

to their fam
ily.

S
urprisingly, few

 fresher’s had strong dem
and for 

convenience (distance) even at the cost of low
 

salary.

There are usually 5 levels in retail store. 

typically, C
S

a
-custom

er service a
ssociate, S

r. 
C

S
A

, S
upervisor, A

sst. S
tore M

anager &
 S

tore 
m

anager.

The difference betw
een salary offered to fresher 

and 1 or 2 year experienced is approxim
ately R

s. 
1000-1500/m

onth.

Fresher’s 
fetch 

m
inim

um
 

salary 
of 

R
s. 

3000/ 
m

onth.

S
alaries in retail are function of prior experience 

and perform
ance at the store.

There is no fixed rule for prom
otions. 

If the em
ployees dem

onstrate good perform
ance, 

there have been cases w
here he/she has been 

prom
oted in 2 m

onths period also.

The chart besides denotes the com
m

only observed 
tim

e fram
e for prom

otion.

Yearly appraisals w
ith interview

 or w
ritten test take 

place religiously.

A
part from

 the above it w
as found that besides 

m
onthly salary, the em

ployees get incentive w
hich 

is based on m
onthly sales target. The m

onthly 
sales target is decided based on the usable store 
area (S

q. ft). B
ased on achievem

ent of sales 
target, incentives for each em

ployee is calculated, 
the form

ula for w
hich varies store to store.

The em
ployees also get P

F contribution. O
ne 

retailer also had a policy of providing shrinkage 
benefits 

to 
the 

em
ployee 

(A
pproxim

ately 
R

s. 
1000/ m

onth) if the physical and system
 count of 

goods m
atch and there are no thefts or m

isplaced 
goods.

Finally 
em

ployees 
are 

entrusted 
w

ith 
different 

responsibilities regularly in approxim
ately 2 m

onth’s 
tim

e e.g.: H
e/ she is m

ight handle vegetables 
section and then m

ight w
ork on the cash counter 

after 2 m
onths. This helps them

 understand store 
functions and ultim

ately groom
s them

 for future 
positions.

B
esides training the em

ployees in classroom
 and 

on site, training is also provided if required or 
requested by the em

ployee. 

C
onclusions:

The findings from
 the research conducted indicated 

that in term
s of Instore em

ployees:

Fresh G
raduates w

ith com
puter proficiency are 

in dem
and.

Less education (10th/12th) can hinder future 
grow

th.

The fem
ale: m

ale ratio in retail is drastically 
low

 w
hich m

eans there is a lot of scope for 
em

ploym
ent for fem

ale w
orkers in this sector. 

B
ut there is bias to som

e extent in recruiting 
fem

ales. 

P
eople having prior w

ork experience in 
FM

C
G

 sales or in unorganized retail are given 
preference.

P
eople sw

itch jobs largely for increase in 
salary. S

o retaining em
ployees in retail 

w
ill rem

ain a big question for retailers and 
thus their salaries shall rem

ain com
petitive. 

Fem
ale em

ployees as seen prim
arily joined to 

support their fam
ily and can be hope to stay in 

em
ploym

ent for long tim
e.

S
alary being function of experience and 

perform
ance at store, the variable part of 

salary can fetch em
ployee a good am

ount on 
account of perform

ance. A
lso on account of 

good perform
ance, one can clim

b the hierarchy 
fast w

ith suitable qualifications.

O
ther B

oP P
eople:

B
oP people w

ho have low
 education 

qualification are unaw
are of em

ploym
ent 

opportunities, and thus unable to identify job 
suitable for them

.

A
s these people are alw

ays in search of 
better opportunities, they have no constraints 
for w

orking in retail store also. For a very 
few

, convenience in term
s of distance to be 

travelled to the place of w
ork is an issue. This 

is because he/she m
ight spend considerable 

part of salary on transportation.

B
oP people prefer no deductions in their salary. 

There seem
s to be lack of understanding 

regarding governm
ent policies w

hich are 
aligned to help B

oP.

1.2.3.4.5.6.1.2.3.
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The results prove that H
0, the null hypothesis is 

accepted as validated by the analysis of the data. 
Thus w

ith increase in organized retail there exists 
better em

ploym
ent opportunities for people in the 

B
O

P in term
s of a) salary b) career grow

th c) job 
satisfaction

The results also prove that H
0 ( the second 

hypothesis) , the null hypothesis is rejected as 
validated by the analysis of the data. Therefore 
w

ith increase in retail getting organized there 
exists little aw

areness am
ongst the people in the 

B
oP w

ho don’t belong to retail.

Lastly, the hypothesis testing the w
illingness to 

w
ork in organized retail am

ongst the people in the 
B

oP, is  accepted as validated by the analysis of 
the data. Therefore w

ith increase in retail getting 
organized there exists w

illingness to w
ork am

ongst 
the people in the B

O
P w

ho don’t belong to retail.

Fortune does exist in the bottom
 of the pyram

id. 
N

ot only are they the largest untapped m
arket in 

the w
orld for products and services they are also 

the largest untapped m
arket for em

ploym
ent. 

S
tudy 2: The im

pact on B
O

P C
onsum

ers
The term

 ‘inclusive grow
th’ urged the researchers to 

take up the study of im
pact on the B

O
P consum

ers 
and for the purpose of this study param

eters for 
defining a sam

ple of this segm
ent (B

O
P

) w
ould be 

sam
e as in our preceding study of em

ploym
ent .  

E
ven as the organized retail m

arket is starting to 
take off, there is an associated surge in branded 
discount outlets in India. Top retailers and local 
retail 

chains 
are 

developing 
m

alls 
in 

regional 
boroughs, specifically to sell prem

ium
 branded 

goods. 

The good new
s for retailers is that they are still 

riding the w
ave of an extrem

ely buoyant m
arket, 

even if it isn’t all plain sailing. A com
bination of 

good prices and quality products available w
hen 

consum
ers need them

 are the m
ain driving factors. 

W
hile discounters and departm

ent stores w
ere 

w
aging a w

ar on price, the luxury sector “never 
looked back”, is relying on quality and selection 
to lure their custom

ers. The em
ergence of luxury 

m
erchandise as a m

ust-have category along all 
retail form

ats has m
ade high-end apparel, jew

elry 
and electronics m

ore accessible to a w
ider range 

of consum
ers. 

A
ccording to the study done by IC

IR
A (international 

council for research on international econom
ic 

relations) 
it 

has 
been 

found 
that 

low
-incom

e 
consum

ers 
save 

m
ore 

than 
others 

through 
shopping at organized retail outlets. This is a result 
of targeted discount shopping. It is also seen that 
farm

ers gain considerably from
 direct sales to 

organized retailers, w
ith significant price and profit 

advantages as com
pared w

ith selling either to 
interm

ediaries or to governm
ent regulated m

arkets. 
Large m

anufacturers have also started feeling the 
com

petitive im
pact of organized retail through both 

price and paym
ent pressures. Yet, they see the 

advantages from
 a m

ore efficient supply chain and 
logistics that accom

pany the grow
th of organized 

retail.

the use of in-store prom
otion techniques has 

increased 
rapidly 

in 
recent 

years 
and 

current 
predictions indicate that com

panies w
ill allocate 

m
ore than 70%

 of their prom
otion budgets to 

“below
-the-line” 

or 
m

erchandising 
activities 

by 
the m

id 1990s (e
rickson &

 d
agnoli 1989). P

rice 
discounting 

is 
a 

w
ell 

know
n 

m
erchandising 

technique w
hereby m

anufacturers, retailers, or 
both, offer consum

ers an econom
ic incentive to 

induce them
 to purchase a particular brand. 

The need for the study
B

efore 1990 organized retailing in India w
as led 

by few
 m

anufacturers on retail outlets, m
anly from

 
the textile industry. Liberalization of the Indian 
econom

y led to the dilution of stringent restrictions 
and paved the w

ay for the entry of few
 m

ultinational 
players like N

anz into the Indian m
arket. This 

w
as further augm

ented by the changing profile 
of the Indian consum

ers, w
ho w

ere being greatly 
influenced by w

estern lifestyles. Increasing w
ages 

of the em
ployees w

orking in G
reenfield sectors 

gave rise to com
pletely new

 groups of buyers w
ith 

higher purchasing of pow
er. It is a grow

ing sector 
in India and has a trem

endous potential for its 
grow

th. 

The 
m

anagem
ent 

of 
an 

organized 
retail 

has 
concerns over the sales, com

petition, custom
er 

base, prom
otion design etc. am

ong these the 
prom

otion 
strategies 

have 
prim

e 
concerns 

in 
organized retail as they have to deal w

ith the 
different types of brands at the sam

e tim
e and 

m
anagem

ent w
ants that every product that entered 

in the shop has to be sold as soon as possible. In 
other w

ords, the focus on reducing the shelf life 

of the product so that the sm
ooth product flow

 
can be m

aintained. This is generally achieved by 
giving various offers and discounts on the different 
products. S

ales prom
otions are paid im

personal 
com

m
unication activities that offer extra value 

and incentives to custom
ers to visit a store and 

purchase m
erchandise during a specific period of 

tim
e.

This 
phenom

enon 
has 

becom
e 

so 
prevalent 

that no organized retail outlet can w
ork w

ith out 
it and discounts and offering are generally has a 
significant effect on the sales. M

assy and Frank 
(1965) 

investigated 
the 

short 
term

 
effects 

of 
tem

porary price discounts and found that both 
brand-loyal and non-loyal buyers responded to a 
discount prom

otion. H
inkle (1965) argued that a 

brand’s age m
ay influence the extent to w

hich a 
price discount can increase its share. H

e found 
that price discounts w

ere m
ost effective w

ith new
 

brands, w
hich tended to achieve higher gains w

ith 
sm

aller price reductions than m
ore established 

brands. M
ore than a decade later, D

odson, Tybout 
and S

ternthal (1978) corroborated H
inkle’s findings 

and concluded that price discounting increased the 
m

arket share of the prom
oted product, at least in 

the short term
. Furtherm

ore, they suggested that a 
high discount led to a greater increase in m

arket 
share than a low

 discount.  

Theoretical fram
ew

ork of the proposed 
study: 
The m

ost com
m

on sale prom
otion is a special sale 

or special offer. The other form
s of sale prom

otion 
are contests sponsored events and coupons etc. 
sales prom

otion activities are typically conducted 
to influence custom

ers buying behavior during the 
short period of tim

e. It also increases the over all 
excitem

ent of the shopping experience am
ong the 

custom
ers. It is generally believed that retailers 

organized the sale prom
otion for the follow

ing 
reason:

To attract m
ore new

 custom
ers.

To announce a new
 item

 or even a w
hole new

 
product line 

To dispose off excess stock left over after end 
of a season; and

To counter the prom
otion of com

petitors

••••

P
rice plays a significant role in retailing since it is 

the only retail m
ix elem

ent that generate incom
es. 

S
o w

hen fixing the price of goods or the services 
in retail store , the decision m

aker should set a 
price that m

eet the objective of the store and the 
expectation of the custom

er. O
ffers and discounts 

have a direct im
pact on the im

age of the project 
w

hich is also a m
ain concern of the m

anagem
ent.

E
lem

ents, hypotheses, theories, or 
research questions to be investigated:   
E

lem
ents: D

iscounts and offers from
 

the custom
ers prospective and retailers 

prospective 
H

ypothesis: 
From

 
the 

secondary 
research 

w
e 

drew
 the hypothesis that there is a high im

pact of 
discounts and offers on organized retail in term

s of 
increased sales and high inventory turnover

N
ull H

ypothesis: There is no relationship betw
een 

D
iscounts / offers and increase sales –custom

ers / 
high inventory turnover

A
lternate 

H
ypothesis: 

There 
is 

a 
relationship 

betw
een d

iscount / O
ffers and increase sales-

custom
ers / high inventory turnover.

R
esearch 

questions 
to 

be 
investigated 

w
ere 

discussed during a brain storm
ing session and 

these w
ere based up on the follow

ing guidelines:

i) 
P

rom
otion schem

e

ii) 
P

re and post discount inventory velocity

iii) 
Types 

of 
product 

category 
and 

their 
im

pact

iv) 
S

ales 
im

pact 
including 

draw
ing 

in 
custom

ers

v) 
E

ffect of organized retail in food division 
and FM

C
G

 etc.

vi) 
m

anufacturer discount / retail discount

vii) 
C

onsum
er perception v/s expectation.

viii) 
Trade discount v/s sales discount
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R
eview

 of literature
the use of in-store prom

otion techniques has 
increased 

rapidly 
in 

recent 
years 

and 
current 

predictions indicate that com
panies w

ill allocate 
m

ore than 70%
 of their prom

otion budgets to 
“below

-the-line” or m
erchandising activities by the 

m
id 1990s (e

rickson &
 d

agnoli 1989). tem
porary 

price discounting is a w
ell know

n m
erchandising 

technique w
hereby m

anufacturers, retailers, or 
both, 

offer 
consum

ers 
an 

econom
ic 

incentive 
to induce them

 to purchase a particular brand. 
R

esearch into price discounting has concentrated 
on three key issues: the effect price discounts have 
on m

arket share, brand-sw
itching and purchase 

quantity and tim
ing.

M
assy and Frank (1965) investigated the short 

term
 effects of tem

porary price discounts and 
found that both brand-loyal and non-loyal buyers 
responded to a discount prom

otion. H
inkle (1965) 

argued that a brand’s age m
ay influence the extent 

to w
hich a price discount can increase its share. 

H
e found that price discounts w

ere m
ost effective 

w
ith new

 brands, w
hich tended to achieve higher 

gains w
ith sm

aller price reductions than m
ore 

established brands.

M
ore than a decade later, D

odson, Tybout and 
S

ternthal (1978) corroborated H
inkle’ findings and 

concluded that price discounting increased the 
m

arket share of the prom
oted product, at least in 

the short term
. Furtherm

ore, they suggested that a 
high discount led to a greater increase in m

arket 
share than a low

 discount.

O
ther studies explored the subsequent behavior of 

brand sw
itchers to determ

ine w
hether consum

ers 
reverted to the purchase patterns they held prior to 
the prom

otion. Law
rence (1969) and S

hoem
aker 

and S
hoaf (1977) concluded that this w

as the case 
and suggested the m

arket share gained from
 the 

prom
otion could be as tem

porary as the prom
otion 

itself. Thus they concluded that these prom
otions 

m
ay have a lim

ited effect because they serve 
only to disrupt consum

ers’ short-term
 purchase 

behavior, w
hich eventually resum

es its norm
al 

pattern.

Tem
porary 

price 
discounts 

m
ay 

affect 
other 

aspects of consum
ers’ purchase behavior, such 

as the quantity of product they purchase, and 
their 

interpurchase 
intervals. 

W
ilson, 

N
ew

m
an 

and H
ostak (1979) found a strong relationship 

betw
een the buying situation and the num

ber of 
units purchased.

S
hoem

aker (1979) concluded that price discounts 
have m

ore effect on the quantity purchased than 
on buyers’ inter-purchase interval, although later 
research questioned this. B

lattberg E
ppen and 

lieberm
an (1981), N

eslin, H
enderson and q

uelch 
(1985) and G

upta (1988) concluded that these 
prom

otions m
ay only displace sales that w

ould 
have otherw

ise occurred at the product’s usual 
price, thus delaying their subsequent purchase of 
it and com

peting brands. 

In sum
m

ary, m
anufacturers w

ho prom
ote their 

brands by w
ay of tem

porary price discounts m
ay, in 

the short term
, induce buyers of com

peting brands 
to purchase their product, but it appears that price 
discounts do not usually have a perm

anent effect 
on consum

ers’ brand preferences. R
esearch into 

purchase tim
ing has generally concluded that this 

is disrupted during discount periods. H
ow

ever, the 
effect on com

peting brands’ sales has not received 
detailed research attention. 

The study conducted in this project w
as designed 

to address the issue of im
pact of discount offering 

on custom
er behavior, and analyzed the reasons 

for such discounts both from
 custom

er’s as w
ell as 

retailer’s point of view
.

R
esearch M

ethodology
A study of secondary data of previous research 
w

ork carried in sim
ilar fields to know

 the im
pact of 

offers and discounts on O
rganized R

etail (A
rticle 

on Q
uantity D

iscounts by C
harles L M

unson at 
W

ashington S
tate university in the year 1998) and 

som
e others helped identify factors/ param

eters 
affecting O

rganized R
etailers through offers and 

discounts and are listed below
:

R
eason for offers and discounts.

P
re and post purchase im

pact of discounts.

Types of product categories and their end 
im

pact on retailers.

Types of discounts offered to the custom
er.

C
ustom

er B
ehavior tow

ards discounts and 
offers.

Increasing com
petition of organized retail w

ith 
unorganized retail.

1.2.3.4.5.6.

This w
as the basis for the factors on w

hich the 
q

uestionnaire 
w

as 
drafted 

com
prising 

of 
18 

q
uestions (a

nnexure-1). the final q
uestionnaire 

w
as prepared and a pilot study w

as conducted to 
m

ake the necessary changes.

A study w
as conducted in a tier II city, and the 

population selected for the Q
uestionnaire w

as 
the 

retail 
m

anagers, 
store 

m
anagers, 

sales 
persons for the retail response and the num

ber of 
custom

ers visiting the outlets. D
ata w

as collected 
on the basis of various locations, different tim

ings 
and especially som

e data w
as also collected on 

w
eekends to see the change in im

pact (if any).The 
response data w

as collected (sam
ple a

nnxure-2) 
in the E

xcel sheet w
ith each response specified by 

its order against the questions.

A
ccording to the survey it w

as found that out of 
the total custom

er base, 60%
 belong to m

iddle 
class, 20%

 belong to upper class and 20%
 higher 

m
iddle class as per the custom

er and as per the 
retailer survey, out of the total target custom

ers, 
60%

 belong to M
iddle C

lass and 40%
 belong to 

higher m
iddle class.

Findings and inference from
 

O
bservation: A

ccording to the survey it w
as found 

that out of the total custom
er base, 60%

 belong 

to m
iddle class, 20%

 belong to upper class and 
20%

 higher m
iddle class as per the custom

er and 
as per the retailer survey, out of the total target 
custom

ers, 60%
 belong to M

iddle C
lass and 40%

 
belong to higher m

iddle class.

Inference: A
ccording to the R

etailer, the target 
custom

er does not include upper class but the 
custom

er has different view
 about it and feels 

that the target custom
er also includes upper class 

(20%
), so the end im

pact on sales can be im
proved 

and new
 custom

er base can be developed by the 
R

etailer by providing new
 schem

es especially to 
attract upper class. H

ence, the retailers have a 
perception that the discounts/ offering are not a 
m

ode of attraction for upper class. H
ow

ever, as 
per the custom

er survey, a 20%
 custom

er segm
ent 

belonging to upper class has show
n interest in 

availing discounts and offers.  S
o the R

etailer 
should fram

e a business m
odel to target upper 

class like providing high quality goods targeted at 
prem

ium
 segm

ent.

O
bservation: A

s per the survey from
 the custom

er 
and the R

etailer, it

w
as found that custom

er’s value discounts m
ainly 

on F&
B

 and it attracts the custom
ers m

ost as given 
in the follow

ing pie charts.

C
ustom

er Perspective
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R
etailer Perspective

Inference: A
ccording to the R

etailer, the target 
custom

er 
does 

not 
get 

m
uch 

attracted 
(only 

10%
) by discounts on toiletries and w

ashing care 
products but the custom

er gets attracted m
ore by 

discounts on the sam
e product category. S

o the 
R

etailer should offer m
ore discounts on these. A

t 
the sam

e tim
e the R

etailer values discounts on 
grocery but the custom

er had different opinion 
about the sam

e as he feels that they do not require 
m

uch discounts on the sam
e and are not attracted 

by it.

D
iscount/offer S

tructure and its end 
im

pact:
O

bservation:  A
s per the survey from

 the custom
er 

and R
etailer, it w

as found that both feel that 
offers/discounts are im

portant to target all sets 
of custom

ers including value custom
ers and also 

the discounts and offers are given to reduce the 
surplus inventories.

Inference: 
In 

this 
case 

there 
w

ere 
sim

ilar 
responses from

 custom
er and R

etailer in favor of 
increasing the custom

er base by attracting all sets 
of custom

ers especially value custom
ers. 

This show
s that both think that it is m

ore im
portant 

to increase the overall m
arket size of the organized 

retail as there is only 5%
 organized retail in India 

and if m
ajor em

phasis is paid upon increasing 
m

arket size for M
O

R
E

, increased m
arket share in 

term
 of sales and increase in dem

and w
ill follow

. 
A

nd also being a S
ervice Industry m

ajor em
phasis 

is reaching the custom
ers w

ith the right discount 
strategy.

a) 
A

s per the survey for both custom
er and 

R
etailer, it w

as found that out of the total target 
custom

ers, 70%
 gets attracted by m

oney discounts 
and rest by item

 aggregation (B
undling).

b) 
A

s per the survey the highest preference 
of discount structure is offered by giving %

age 
discounts i.e. 60%

 approx for both custom
er and 

retailer instead of Free gifts (15%
) and D

iscount 
m

elas(10%
) are least preferred for M

O
R

E
 from

 
both custom

er and retailer point of view
. They also 

give less em
phasis on E

veryday low
 pricing. %

age 
discount m

ay refer to reduction in prices, or extra 
product etc.

c) 
E

nd im
pact of such kind of S

tructure: B
oth 

custom
ers and R

etailers think that m
ore num

ber of 
discounts/offers w

ill increase the num
ber of footfalls 

(40%
 in favor) in the shops but it m

ay not result in 
an increase in sales in the sam

e proportion. A
lso 

as discussed previously the num
ber of custom

er 
base w

ill increase and both the custom
er and the 

retailer are of the view
 that the discounts/offers w

ill 
have the highest im

pact on bringing low
er segm

ent 
custom

ers into the existing custom
er base.

iii) 
C

ustom
er 

P
erception 

V
s 

C
ustom

er 
E

xpectation

O
bservation: A

s per the survey, it w
as found that 

custom
ers do not bother about the party offering 

discounts and are m
ore concerned about the 

am
ount and kind of discount. The break up is 

show
n in the follow

ing pie charts.
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Inference: In addition to the above, custom
ers 

perceive that discounts/offers w
hich gives them

 
an opportunity to get good quality at cheap prices, 
bulk purchases, try additional things. The biggest 
end im

pact by these offers/discounts is w
hen the 

custom
er perception of getting good quality at 

low
er prices m

atches w
ith the retailer expectation 

of custom
er perception of providing the above so 

that the custom
ers don’t treat offers as som

ething 
bad and does not m

ark the R
etailers as only 

discount stores offering things at low
er prices.

iv) C
om

petition w
ith Traditional R

etailers

A
s per the survey, it w

as found that discounts and 
offers are one of the m

ajor w
ay in w

hich O
rganized 

R
etails com

pete w
ith traditional ones alm

ost 70%
 

and 
proxim

ity 
to 

the 
custom

er(60%
 

response 
in favor) is the m

ajor point in favor of Traditional 
R

etailers.

O
n the other hand, in this changing econom

ic 
scenario 

O
rganized 

R
etail 

can 
becom

e 
m

ore 
popular and ahead of the com

petition by w
orking 

m
ore upon their “all under one roof” concept(70%

 
response in favor).

v)  Final Im
pact of S

ales P
rom

otion

This is true that discount, offers and sales prom
otion 

influence the custom
ers to buy (70%

 in favor) but 
by and large the price has a stronger im

pact on 
the purchasing behavior w

hich is found true in our 
survey i.e. 80%

 believe in this.

From
 the above survey and the analysis of the 

data w
e find that there is strong linkage betw

een 
the various group categories w

hich w
ere form

ed.

It is right that the offers and discounts have a 
positive 

im
pact 

on 
the 

custom
er 

purchasing 
behavior and m

ore custom
ers get attracted by 

the discounts offered thereby increasing the total 
m

arket size w
hich is first and forem

ost for any 
organized retailer. 

B
ut it is im

portant that if the retailer w
ants that these 

discounts/offers have a positive end im
pact on 

them
 like increasing sales, profitability, custom

ers, 
then they m

ust w
ork to close the gap betw

een 
custom

er perception and their expectation. 

It is thus im
portant that they have the right discount 

structure in place as per the target custom
er 

and only then these established and organized 
retailers can com

pete w
ith the unorganized and 

traditional retailers. Last but not the least, only 
sales prom

otion and discounts cannot change the 
buying habits of the custom

er but price plays a 
pivotal role in the w

hole discount structure.

Lim
itations of the study:

The chief lim
itation of the study w

as that it w
as 

conducted only in one Tier II city and the actual 
findings cannot be generalized, as cultural factors 
play an im

portant role.

In the study, the feedback from
 the B

O
P consum

ers 
in term

s of com
m

unication is likely to be hindered 
hence the study focused on analyzing the im

pact 
of offers and discounts on different classes of the 
population and inferences w

ere m
ade from

 the 
sam

e.

Final conclusions
The follow

ing are the m
ajor conclusions that have 

been arrived at after analysis of the test data.

R
etailer’s m

isperception of custom
er segm

ent 
seeking discount: A

s indicated by observation, 
the retailers have m

isinterpreted the custom
er 

tendency of seeking discount as an indicator 
of low

 purchasing pow
er. This kind of thinking 

leads to the belief that only m
iddle class 

or higher m
iddle class avails discount and 

offer. This w
as not found to be true as even 

a section of upper class takes keen interest 
in prom

otional offers. The percentage of this 
class m

ay not be very large. H
ow

ever, retailers 
can increase their profit m

argins by offering 
these high end custom

ers certain am
ount of 

prom
otion offers. 

C
onflict betw

een custom
er and retailer on the 

product categories offering discount: C
ustom

er 
have show

n interest in availing discounts on 
food and beverages, w

hich m
ainly com

prise 
of packaged food and bottled beverages. 
C

onsidering the nature of product, these have 
m

uch higher shelf life, both at retailers as 
w

ell w
ith custom

er as com
pared to groceries. 

H
ence custom

er can buy larger am
ounts that 

can be stocked over for a w
hile. The sam

e 
cannot be done w

ith groceries, w
hich are 

perishable in nature. The retailer here is under 
pressure to sell aw

ay as m
uch grocery as 

possible. H
ow

ever, custom
er w

ill have only 
a lim

ited am
ount of need and he too cannot 

store grocery for long considering its shelf 
life. H

ence, the custom
er w

ill only buy the 
am

ount of grocery that is required by him
 for 

a particular period, irrespective of the sales 
prom

otion offer on it. The sam
e conclusion 

can be reached regarding toiletries, w
hich the 

retailer w
ants to increase the sale num

bers. 
H

ence, retailers attem
pt to increase sales in 

these tw
o conditions fails and it eventually lead 

to loss of m
argin as price reduction does not 

necessarily leads to increase in sales volum
e. 

The retailer’s m
ain objective in term

s of 
prom

otional offers w
as to target value 

custom
ers. This indicates the im

portance 
attached to them

. Thus the retailers w
ant to 

change their custom
er m

ix by increasing the 
num

ber of value custom
ers. It is interesting 

to note that increasing sales w
ith the existing 

custom
er m

ix is third in priority according to 
retailers. The im

portance of selling aw
ay the 

surplus stock is also an im
portant aspect for 

the retailer. 

1.2.3.
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The success and failure of prom
otion schem

es 
w

ill eventually be judged by the increase in 
footfall w

ith com
parison to increase in sales. 

A
n increase in footfall w

ithout a corresponding 
increase in the sale w

ould im
ply that the 

prom
otional schem

es w
ere not able to attract 

the custom
er and hence, the retailer has failed 

upon converting footfalls into sales. S
im

ilarly, if 
an increase in footfall is not observed, it w

ould 
im

ply that the prom
otional schem

e has failed 
altogether as it w

as not even sufficient to pull 
the custom

er to the store. 

C
ustom

er, specifically the value custom
er does 

not consider the party w
hich is offering the 

discount. For the custom
er, it is eventually the 

price he pays from
 his pocket. 

S
ales prom

otion can be a vital tool in 
increasing the com

petitiveness of organized 
retail against unorganized retail.  

Thus it can be concluded that the elasticity of 
dem

and m
ust be considered at the tim

e of offering 
discount. A

lso the buying behaviors need not be 
directly related to incom

e groups. A custom
er 

w
hose rising incom

e has transcended him
 to high 

incom
e bracket m

ay retain its old buying habit. 
Lastly, despite of consolidation and high quality at 
offer, organized retail still has to com

pete against 
unorganized 

retail 
considering 

its 
stone 

throw
 

aw
ay location advantage.

4.5.6.

Finally, it can be recom
m

ended that retailers should 
not broadly divide their custom

ers on the basis of 
their incom

e groups w
hen giving discounts and 

the nature and perish ability of a product at the 
custom

er prem
ises should be considered during 

the offering of discount. 

R
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The retail sector is one of the fastest em
erging 

sectors 
in 

India. 
W

estern 
pattern 

of 
retail 

form
ats in India do not suit people and culture. 

The researcher has endeavoured to judge the 
differences 

in 
retail 

purchase 
factors 

across 
custom

ers of different locational points and suggest 
appropriate 

m
easures 

for 
developing 

effective 
global m

arket strategies w
ith local orientation.  

The outcom
e of the study undertaken in P

une 
(M

aharashtra) reveals that there is no significant 
difference in overall retail expectation in three 
urban and suburban areas in case of grocery and 
food purchases.  A significant difference has been 
observed in the apparel sector.  In the case of 
apparel proxim

ity, there is no im
portance attached 

to the three different locational points.  For grocery 
and food the respondents have given w

eightage to 
nearby stores w

hereas for apparel they prefer to 
travel som

e distance.  R
egarding com

m
unication, 

the 
opinions 

expressed 
w

ere 
found 

alike 
for 

grocery and food but different for apparels.    P
rice 

has been found alike for grocery and food w
hile 

difference has been notable in the apparel sector 
area - w

ise.  S
ervice is also one of the im

portant 
areas. 

R
etail form

at has to be Indianized in term
s of 

com
m

unication, 
assortm

ent, 
am

bience 
and 

service.  P
eople are still price sensitive.  R

egarding 
am

bience of the store, people prefer w
estern 

form
at.The global retailers have to redesign the 

retail form
at strategies on the basis of custom

ized 
regional approach. The analytical corpus of the 
research m

akes it am
ply evident that exclusive 

show
room

s of branded com
panies and goods (viz. 

W
al M

art) are not feasible in the Indian scenario 
and they have to refram

e their strategies. 

K
ey 

W
ords: 

R
etail 

M
anagem

ent, 
P

urchase 
B

ehaviour, R
etail S

trategy, G
lobal retailing.
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The retail sector is one of the fastest em

erging 
sectors in India. A

ccording to M
c K

insey R
eport 

2007, India is the second largest m
arket in the 

w
orld. The w

orth of transition is R
s. 17 trillions at 

present and it is expected to cross R
s. 70 trillion 

by 2025 A
D

. Food and G
rocery is the second 

largest segm
ent of the retail m

arket. A
s per K

S
A 

Techno P
ak R

eport (2007), these constitute 70%
 

of the total retail sales. In India, food and grocery 
retail business has been estim

ated to be w
orth R

s. 
7,43,900 crore out of r

s. 12,00,000 crore retail 
m

arket and it is also noticeable that grocery stores 
dom

inate the retail m
arket. A

round 99 percent 
m

arket is w
ell dom

inated by neighborhood grocery 
stores. 

N
o doubt, retail industry is one of the largest 

industries in India, but it is highly fragm
ented 
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and the least organized sector. In other w
ords, it 

is w
ell dom

inated by unorganized m
arket (B

ajaj 
et al 2007). A

s per estim
ation in India, there are 

around 15 m
illion retail outlets w

hich is not only 
the highest num

ber of retail outlets but also the 
highest num

ber of per capita outlets in the w
orld. It 

is also noticeable that alm
ost 96 percent of these 

retail outlets are less than 500 sq.ft in size, the per 
capita retail space in India being 2 sq.ft. com

pared 
to the U

S
 figure of 16 sq.ft.. India’s per capita 

retailing space is thus the low
est in the w

orld. (K
S

A 
Techno P

ak (2007).  

it is am
azing that only 4%

 of the total retailing is 
being catered to by the organized sector in India. 
The grow

th rate of organized retail sector has been 
slow

er. For this slow
er grow

th and developm
ent, 

the reasons are as follow
s –

a) 
G

overnm
ent 

restrictions 
on 

consum
er 

goods and consum
erism

 till early 1990s.

b) 
Low

 
level 

of 
per 

capita 
incom

e 
in 

com
parison to developed countries. 

c) 
Lack of consum

er culture.

d) 
C

ultural and regional differences.

B
esides these, the m

ain reason is that the w
estern 

pattern of retail form
at in India does not suit the 

people and culture. B
lindly opting and replicating 

of 
w

estern 
retail 

form
at 

w
ithout 

considering 
the differences in all types of m

icro and m
acro 

environm
ental 

factors 
w

ould 
not 

give 
fruitful 

results. india is know
n for her diversities of socio-

econom
ic and cultural factors.

The 
grow

th 
and 

developm
ent 

of 
retail 

sector 
depends 

m
uch 

m
ore 

on 
the 

follow
ing 

factors 
- 

 
socio 

– 
econom

ic, 
cultural, 

psychographic, 
dem

ographic, 
technological 

and 
governm

ental 
policies. These play a vital role in determ

ining 
the grow

th and developm
ent of the m

odern retail 
form

ats. D
em

ographic factors like proportion of 
young population, proportion of fem

ale w
orkers, 

increasing num
ber of m

iddle incom
e group fam

ilies, 
grow

ing 
aw

areness, 
literacy, 

and 
increasing 

num
ber of nuclear fam

ilies are im
portant variables 

w
hich 

affect 
the 

grow
th 

and 
developm

ent 
of 

m
odern retail form

at.

W
ith the help of fam

ily life cycle (FLC
), assessm

ent 
of influence on various stages of life can be m

ade 
regarding purchase behaviour of the custom

ers. 
For instance- the bachelor/young stage represents 

few
er responsibilities but needs are very m

uch 
affiliated 

to 
other 

activities 
and 

likelihood 
of 

purchases 
of 

leisure, 
entertainm

ent, 
personal 

care item
s, clothes etc. A

s persons grow
 older, 

their tastes and preferences for products and 
activities change w

ith the passage of tim
e. In 

other w
ords, it m

ay be said that younger are m
ore 

flexible, dynam
ic, energetic and easily adopt new

 
innovative ideas and deeds in com

parison to older 
generation.

The dem
ographic profile has played a vital role in 

giving m
om

entum
 to m

odern retail form
ats in our 

country. A
ccording to U

N
 R

eport 2005, the largest 
young population below

 45 years is in india. a
s 

per C
ensus R

eport 2001, out of total population of 
1027 m

illion, about 285 m
illion live in urban areas 

and the rest in rural areas. It is also noticeable 
that 545%

 of the population is below
 the age of 

25 years and 45 percent below
 19 years. O

n the 
basis of these factors,  S

inha (2004 ) has w
orked 

out the m
edian age of Indian people as 25 years. 

A
ccording to AT K

earny R
eport (2006), an estim

ate 
reveals that there w

ill be 600 m
illion plus effective 

consum
ers by 2010 A

D
. There w

ill be change in 
fam

ily size and it w
ill be 5.4 m

em
bers per fam

ily.

W
ith the expansion of m

odern retail form
at in 

India, change in consum
er preference and tastes 

can be seen.. W
ith rising incom

e, urbanization 
and changing life-styles, increasing num

ber of 
nuclear fam

ilies and w
orking w

om
en - consum

er 
aspirants are rising at a faster rate because the 
consum

er intends to purchase convenience and 
w

ants access to everything under one roof w
ith 

m
ultiplicity of choice. The expanding coffers of the 

organized retailers have attracted the custom
ers 

by offering C
om

fort, Luxury and S
tatus (C

LS
) 

under one roof. 

R
E

V
IE

W
 O

F LITE
R

ATU
R

E
Various studies have been conducted regarding the 
purchase behaviour of custom

ers w
ith reference to 

retail m
arket. M

oschis (1992)) review
ed a num

ber 
of studies of shopping behaviour and research 
reports 

of 
the 

C
entre 

for 
M

ature 
C

onsum
er 

S
tudies and exam

ined the reasons for patronizing 
a range of retail shop types- food and grocery 
stores, apparel and shoe stores. H

e reached the 
conclusion that there w

as a clear difference in 
the reasons for patronizing these stores w

ith the 
types of products purchased. In the case of food 
and grocery store purchases w

ith regard to issues 

pertaining 
to 

convenience, 
and 

closeness 
to 

place of residence. This finding em
erged from

 the 
response of 83 percent respondents. M

ason et al 
(1978 and 1979), S

herm
an et al (1973), B

earden 
et al (1979) and a

bram
s  (1985) have covered the 

sam
e ground and com

e up w
ith sim

ilar conclusion. 
lum

pkin (1982), (1984), (1985) and lum
pkin et al 

(1985) exam
ined the purchase behaviour in the 

context of apparel and found that the respondents 
have patronized the store rather than brands of the 
products. S

ubram
anyam

 et al (1982) conducted a 
study in Vishakhapatnam

 (India) to exam
ine the 

buying habits of the consum
ers relatied to grocery, 

apparel and electrical appliances. They reached the 
conclusion that the socio-econom

ic characteristics 
of the consum

ers highly influence their purchases. 
There is a direct relationship betw

een m
onthly 

incom
e, the level of education, the size of fam

ily, 
the structure of fam

ily, the life style and consum
er 

behaviour. In case of grocery and food purchases, 
the influence of social groups has been found to 
be very less w

hile advertisem
ent plays a vital role 

in influencing the purchase of apparels. R
ao et al 

(1987) also m
ade study regarding the consum

er 
behaviour and drew

 the sam
e conclusion that 

education is an im
portant factor w

hich influences 
the purchase behaviour. K

aushal et al (1976), D
as 

et al (1976), S
ingh(1981) have also studied the 

purchase behaviour of the custom
ers and they 

reached a sim
ilar conclusion that dem

ographic 
profile of the consum

ers affects the purchase 
behaviour.   

lum
pkin 

(1984) 
and 

S
chiff 

M
an 

et 
al 

(2001) 
have also studied purchase behaviour regarding 
activities, interests and opinions (A

IO
) in the context 

of various products. They reached the conclusion 
that stores are patronized by consum

ers rather 
than brands of the products. Further the outcom

e 
of their studies reflects that respondents w

ere very 
conscious about price, quality and guarantee of 
the products. D

atta et al (2005) also tried to assess 
the perception of the custom

ers regarding the 
purchase behavior of retail shopping. The outcom

e 
of the study differs from

 the outcom
e of Lum

pkin 
(1985). lum

pkin found in study that as com
pared 

to young shoppers, elderly shoppers w
ere less 

price conscious and proxim
ity of residence to 

store w
as not an im

portant factor for them
. The 

outcom
es of D

atta’study reflects that blindly opting 
and replicating of w

estern retail form
at does not suit 

Indian people, It w
as, therefore, found necessary to 

carry out the study for investigating the perception 
of the custom

er regarding purchase behavior to 

develop retail strategy for global retailers so that 
the pace of grow

th &
 developm

ent of m
odern retail 

sector m
ay gain m

om
entum

.

O
B

JE
C

TIV
E

S
 O

F S
TU

D
Y

(i) 
To 

highlight 
the 

differences 
in 

retail 
purchase factors across custom

ers.

(ii) 
To suggest m

easures for developing an 
effective m

arketing strategy in global m
arkets w

ith 
local orientation.

the paper is organized as follow
s - S

ection 1 deals 
w

ith Introduction, S
ection 2 presents R

eview
 of 

Literature, S
ection 3 discusses adopted R

esearch 
M

ethods, S
ection 4 provides e

m
pirics follow

ed by 
C

onclusion &
 P

olicy Im
plications in S

ection 5.

R
E

S
E

A
R

C
H

 M
E

TH
O

D
O

LO
G

Y
The 

study 
has 

been 
conducted 

in 
P

une 
( 

M
aharashtra). The survey has been carried out 

in three areas i.e. P
im

pri, C
hinchw

ad &
 suburban 

area Talegaon.

total 450 respondents w
ere selected from

 all 
three study areas. From

 each selected area, only 
150 

respondents 
w

ere 
selected 

random
ly 

for 
com

prehensive study. The selected respondents 
w

ere given questionnaire containing 24 statem
ents 

and they w
ere asked to respond on the basis of 

likert scale- 5 points for S
trongly a

gree, 4 points 
for A

gree, 3 for indifferent, 2 for D
isagree and 1 for 

S
trongly D

isagree. Further, an attem
pt w

as m
ade 

to verify the hypothesis that people of different 
locational 

points 
have 

different 
overall 

retail 
expectations in the study area.

In the second part of the study, an attem
pt has 

been m
ade to find out the im

pact of heterogeneous 
character of respondents w

ith regard to purchase 
behavior.
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F C
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S
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M
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A
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D
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E
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U

R
C

H
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S
E

 
B

E
H

AV
IO

U
R

.

In order to find out the factors determ
ining general 

attitude 
of 

custom
ers 

tow
ards 

retail 
purchase 

behavior, 
24 

statem
ents 

have 
been 

factor 
analyzed. The statem

ents w
ere m

easured on a 
five point Likert scale.

D
ATA FO

R
 FA

C
TO

R
 A

N
A

LY
S

IS
.

Factor analysis w
as m

ade to find out m
ajor factors 

of concern in retail purchase decision m
aking 

w
hich is required to find R

P
F (R

etail P
urchase 

Factor) S
cale.

*The 
correlation 

m
atrix 

w
as 

com
puted 

and 
exam

ined. This reveals that there are enough 
correlation to go ahead w

ith factor analysis.

* k
aiser- M

eyer – O
lkin (k

M
O

) m
easures sam

pling 
adequacy (M

S
A

) and is an index used to exam
ine 

the appropriateness of factor analysis. If value is 
high and ranges betw

een 0.5 to 1, it indicates that 
factor analysis is appropriate, if value is less than 
0.5, it im

plies that the factor analysis m
ay not be 

done.

*C
om

m
unality is nothing. It reveals the am

ount 
of variance a variable shares w

ith all the other 
variables 

being 
considered. 

In 
other 

w
ords, 

com
m

unality reflects the am
ount of variance in 

each variable that is accounted for.

*For P
rincipal C

om
ponent extraction, it is alw

ays 
equal to 1 for correlation analysis.

* B
arlett’s test of sphericity show

s statistically 
significant 

num
ber 

of 
correlations 

am
ong 

the 
variables.

O
n the basis of above standards, data set is 

exam
ined to find out w

hether it is fit for factor 
analysis or not. It has been found fit for factor 
analysis. P

rincipal com
ponent analysis has been 

em
ployed for extracting factors. S

ix factors have 
been extracted. Together it accounts for 77.21 %

 
of the total variance.

R
O

TATE
D

 M
E

TH
O

D

The varim
ix rotation m

ethod w
as run. Further the 

factor correlation m
atrix revealed that the variables 

are correlated in the population and further data 
reduction w

as found necessary.

E
M

P
IR

IC
S

C
O

N
S

TR
U

C
TIO

N
 O

F R
P

F S
C

A
LE

 B
Y 

FA
C

TO
R

 A
N

A
LY

S
IS

.

C
om

m
unalities are the row

 sum
 of squared factor 

loadings. They reflect the am
ount of variance 

in a variable that is accounted for by six factors 
taken together. The size of com

m
unity is a useful 

index for assessing the am
ount of variance in a 

particular variable w
hich is accounted for by the 

factor solution. Large com
m

unalities m
ean that a 

large am
ount of variance has been accounted for 

by the factor solution. S
m

all com
m

unalities reflect 
that a m

ajor portion of the variance in a variable 
is unaccounted for by the factors. In other w

ords, 
large com

m
unalities indicate that the extracted 

com
ponents 

represent 
the 

variable 
w

ell. 
The 

extracted com
ponents account for nearly 77.11 %

 
of the variability and rest 22.79 %

 com
ponents are 

unaccounted. The result show
s that a m

odel w
ith 

six factors is satisfactory.

Table 1 - C
O

M
M

U
N

A
LITIES

E
xtraction:

B
artlert’s test of sphericity has been found highly 

significant at 5 %
t level. It reflects that the variables 

are correlated in the population so that further 
data reduction is necessary. K

aiser – M
eyer O

lkin 
(K

M
O

) m
easures adequacy of sam

pling. It has 
been com

puted as 0.741 w
hich is high. it indicates 

that factor analysis is appropriate.

N
A

M
IN

G
 O

F FA
C

TO
R

S
:

The last step in factor analysis is nam
ing of the 

factors. The labeling is intuitively developed by the 
factor analysis depending upon its appropriateness 
for representing the underlying dim

ensions of a 
particular factor. A

ccording to H
air et al  (1995), 

the process of nam
ing factor is not very scientific 

and system
atic. O

nly a factor loading represents 

the correlation betw
een on original variable and its 

factor. The signs are interpreted just w
ith any other 

correlation coefficient. O
n each factor ‘like sign’ of 

factor, loading m
eans the variables are positively 

related and opposite sign reflects that the variables 
are negatively related. In orthogonal solution, the 
factors are independent of each other. Therefore 
the sign for a factor loading relates only to the 
factors that m

ust not appear w
ith other factors in 

the solution.

A
ll six factors extracted have been given appropriate 

nam
es. The nam

ing of the factors, the statem
ent 

label and factor loading has been sum
m

arized in 
the follow

ing table. The six factors show
n in table 

have been discussed below
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Table 2 - N
am

ing of the factors - Factor N
am

e of D
im

ension Label Statem
ent (Factor Loading)

FA
C

TO
R

 – 1  C
O

M
M

U
N

IC
ATIO

N
The above table reflects the fact that com

m
unication 

is the im
portant factor explaining 11.21 %

 of variance. 
A

ll the four statem
ents are highly correlated. M

ost 
statem

ents are in favour of advertisem
ents w

hich 
guide custom

ers in purchasing requisite goods. 
The im

plication is that the respondents have not 
favoured grocery and food as w

ell as retail shops 
that issued advertisem

ents.

Fa
C

tO
r

-2 
 a

M
B

ie
N

C
e

The factor explains 13.77%
 of the total variance. 

A
ll four statem

ents are highly correlated. The 
statem

ent 
underlines 

the 
fact 

that 
custom

ers 
prefer those shops w

hich have branded and non-
branded products associated w

ith  m
ixed prices 

follow
ed by products w

hich are displayed nicely 
along w

ith m
usical background.

Fa
C

tO
r

-3 
P

r
O

X
iM

ity 
C

onvenience in purchasing goods is the next 
im

portant factor for the custom
ers. This factor 

explains 14.61%
 of total variance. there are four 

statem
ents 

w
hich 

are 
closely 

correlated. 
The 

people prefer to buy goods/ products of daily need 
from

 departm
ental stores (0.981). P

eople have 
the craze to m

ove a long w
ay to avail m

axim
um

 
am

ount of choice (0.831) and they are ready to 
go to m

alls irrespective of distance (0.871). the 
m

arketing strategies have developed the craze 
am

ong custom
ers for organized sector of retail 

m
arket.

Fa
C

tO
r

 -4  S
e

r
V

iC
e

S
.

P
erceptions and preferences tow

ards im
portance 

of service have been gauged. The factor explains 
10.33%

 of total variance. Five statem
ents w

ere 
considered 

and 
they 

have 
been 

found 
highly 

correlated. A
ll of them

 are strongly correlated. 
the statem

ent w
ith the highest factor loading is- 

“N
eighbour’s shop is sm

all but provides hom
e 

delivery so it is preferred.” This is follow
ed by 

another statem
ent- “a

lw
ays look for help in a 

big shop.” The negative statem
ent w

hich is least 
correlated is- “P

refer to pick up ow
n stuffs w

ithout 
any help.”

Fa
C

tO
r

 -5 
 P

r
iC

e
Four 

statem
ents 

are 
loaded 

into 
this 

factor 
explaining 14.11 %

 of variations. a
ll four are highly 

correlated. P
roducts available on discount offer 

are not alw
ays good but purchasing w

ith discount 
is preferred. For branded goods, price does not 
m

atter. D
iscount shops (viz. B

ig B
azaar, Food 

B
azaar) offer goods at cheaper rate. Therefore, this 

factor is nam
ed ‘P

rice’ because perceptions and 
preferences of the custom

ers are also governed 
by the price of the products.

Fa
C

tO
r

 -6  P
r

O
d

u
C

t a
S

S
O

r
tM

e
N

t
There are four statem

ents w
hich are significantly 

loaded in the context of this factor. The factor 
explains 12.19%

 of variations. These statem
ents 

deal 
w

ith 
product 

assortm
ent. 

The 
custom

er 
perceptions 

and 
preferences 

have 
been 

duly 
m

easured - w
hether they prefer those shops w

hich 
provide m

ix branded and non-branded products 
w

ith w
ide varieties and ranges and keep essential 

item
s. O

n the basis of the aforem
entioned factors, 

it has been nam
ed P

roduct A
ssortm

ent.

IN
FLU

E
N

C
E

 O
F LO

C
ATIO

N
A

L 
D

IFFE
R

E
N

C
E

 O
N

 O
V

E
R

A
LL R

E
TA

IL       
E

X
P

E
C

TATIO
N

S
.

A
P

PA
R

E
L S

E
C

TO
R

The result of one w
ay A

N
O

VA com
parison of 

R
etail P

urchase Factor (R
P

F) scores of all three 
locations has been w

orked out and  a significant 
difference 

in 
R

etail 
E

xpectation 
F 

value 
has 

been calculated. S
ince equal variance w

as not 
assum

ed, so post hoc m
easure - levene statistic, 

has 
also 

been 
calculated. 

The 
perception 

of 
people of P

im
pri &

 C
hinchw

ad has not been found 
statistically different in R

P
F score w

hile people 
of Talegaon differ significantly from

 both of them
, 

being suburban area and 35 km
s aw

ay from
 P

une 
C

ity.

G
R

O
C

E
R

Y A
N

D
 FO

O
D

 S
E

C
TO

R
S

For this sector, the result of one w
ay A

N
O

VA w
as 

calculated. C
om

parison of R
P

F score of all three 
locational points reflects that there is no significant 
difference in O

verall R
etail E

xpectation. 

O
n the basis of the above analysis it is concluded 

that the people w
ho are m

ore concerned regarding 
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purchase of apparel, live w
ithin the periphery of 

the 
urban 

area 
w

hile 
suburban 

people 
have 

least expectation for the apparel. A
n im

portant 
observation is that across the locational points, 
everybody has show

n their perception that they 
don’t 

have 
m

uch 
expectation 

in 
the 

grocery 
sector.
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R
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The 
result 

reveals 
that 

the 
one 

w
ay A

N
O

VA 
com

parison of com
m

unication score for all the 
three location points of the study areas for apparel 
sector indicate that a significant difference exists. F 
(2, 447) = 19.3 p < .05) e

qual variance is assum
ed 

and Levene statistic reveals that the people of 
both urban areas (P

im
pri and C

hinchw
ad) have no 

difference but there is difference betw
een urban 

and suburban people.

G
R

O
C

E
R

Y  A
N

D
 FO

O
D

 S
E

C
TO

R
S

The result of the one w
ay A

N
O

VA com
parison of 

R
etail P

urchase Factor for C
om

m
unication of all 

three areas has been found alike. For G
rocery and 

Food the opinion expressed w
as recorded alike (F 

(2,447) = 0.765, p> .05). the post hoc m
easure 

-levene statistic (2,447) also reflects the sam
e. in 

other w
ords, there w

as no significant difference in 
all three locational points of study areas.
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In the case of apparel proxim
ity, the results of one 

w
ay A

N
O

VA indicates that  a significant difference 
exists ( F (2,447) = 20.345 p < .05). the post hoc 
m

easure-  levene statistic indicates that all three 
location points of study area statistically differ from

 
each other.

G
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O
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E
R

Y A
N

D
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O
D
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E

C
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R
S

The result of one w
ay A

N
O

VA com
parison of 

proxim
ity scores of all three points of study areas 

for G
rocery and Food sectors indicate that there is 

significant statistical difference (F (2, 447 = 0.636, 
p > .05) O

n the basis of the result it m
ay be said 

that the respondents have given w
eightage to 

nearby stores for G
rocery and Food.
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The results of one w
ay A

N
O

VA com
parison of 

A
m

bience scores of all three locational points of 
study areas reflect that a significant difference 
exists (F (2, 447) = 13.74 p < .05). levene statistic 
also indicates that all three areas statistically differ 
from

 each other.

G
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O
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E
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N

D
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O
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C
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R
S

the result of one-w
ay a

N
O

Va com
parison of 

A
m

bience of all three points of location of the study 
areas reflects that there is no significant difference 
(F (2,447) = 0.498 p > .05) levene statistic also 
signifies that all the three areas have no significant 
difference (2,447) = 0.357 p > .05)
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the result of the one-w
ay a

N
O

Va com
parison 

of P
rice scores of all the three areas indicate a 

significant difference (F (2.447) = 13.33, p < .05).
The Levene statistic also proves this fact.

G
R

O
C

E
R

Y A
N

D
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O
D

 S
E

C
TO

R
S

The result for com
parison of price score through 

one w
ay A

N
O

VA reflects that there is no significant 

difference across all the three locational points of 
the study areas. (F print (2, 447) = 0.763 >p .05)

O
n the basis of the above analysis it is concluded 

that 
price 

is 
very 

sensitive 
and 

it 
has 

been 
found alike for G

rocery and Food sectors w
hile 

differences have been noticeable in the apparel 
sector, area w

ise.
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S
ervice is one of the im

portant areas w
here the 

expectation of the persons varies tim
e to tim

e, 
place to place. The result of the one w

ay A
N

O
VA 

com
parison of S

ervice scores of all three points 
of study areas have been w

orked out (F (2,447) 
= 23.23 > p.05). levene statistic also underlines 
(2,447) = 23.215 p > .05) that all the areas across 
urban as w

ell as suburban statistically differ from
 

each other. 

G
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C
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R
S

There has been a sim
ilar finding in the sector 

of 
G

rocery 
and 

Food. 
The 

one 
w

ay A
N

O
VA 

com
parison of S

ervice scores of all three points 
of the study areas have been found statistically 
significant (F (2,447) = 17.231 p > .05). levene 
statistic also supports the result (2,447) = 17.196 
p>.05).
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In the context of product assortm
ent for apparel, 

the perceptions and preferences of the people of 
urban and suburban areas have been investigated 
and 

one 
w

ay A
N

O
VA 

com
parison 

of 
P

roduct 
A

ssortm
ent scores indicates statistical difference 

(F (2,447) = 14.37 p > 05) for all three locational 
points of study areas. Levene statistic also reports 
the sam

e (2,447) = 14.394 p > .05).

G
R

O
C

E
R

Y A
N

D
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O
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E

C
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R
S

In 
case 

of 
G

rocery 
and 

Food 
sectors, 

the 
perceptions 

and 
preferences 

for 
all 

the 
three 

locational points viz. urban areas (P
im

pri and 
C

hinchw
ad) and suburban area Talegaon have 

been recorded. The outcom
es of one w

ay A
N

O
VA 

com
parison of P

roduct scores (F (2,447) = 1.327 p 
< .05 reflects that there is no significant difference 
regarding product assortm

ent of G
rocery and Food 

in all three points of the study areas irrespective of 
urban and suburban areas.

A
nalysis and Im

plication of the S
tudy

The retail sector is one of the fastest em
erging 

sectors in India.  N
o doubt India is w

itnessing 
trem

endous 
progress 

but 
the 

perform
ance 

of 
organized retailing has been dism

al.  R
easons are 

very obvious.  W
estern pattern of retail form

ats in 
India does not suit the people and culture.  B

lindly 
opting and replicating of w

estern retail form
at, 

w
ithout considering the abysm

al differences in all 
types of m

icro and m
acro environm

ental factors, 
m

ay not give fruitful results. The outcom
e of the 

study reveals that there is no significant difference 
in overall retail expectation in three urban and 
suburban 

areas 
in 

case 
of 

grocery 
and 

food 
purchases.  A significant difference has been 
observed in the apparel sector.  Further analysis 
reveals that there is sim

ilarity in tw
o urban areas 

w
hile suburban area is m

arkedly different.  In the 
case of apparel proxim

ity, no im
portance is attached 

to the three different locational points.  For grocery 
and food the respondents have given w

eightage to 
nearby stores w

hereas for apparel they prefer to 
travel som

e distance.  R
egarding com

m
unication, 

the 
opinions 

expressed 
w

ere 
found 

alike 
for 

grocery and food but different for apparels.  S
o 

far as am
bience of the retail outlet is concerned, 

opinions vary area to area but for grocery and food 
stores the opinions of the respondents have been 
found alike.  P

rice has been found alike for grocery 
and food w

hile difference has been notable in the 
apparel sector area - w

ise.  d
ifference in service has 

been recorded across all three locational points of 
the study areas in all three sectors. In the context 
of product assortm

ent for apparel, the perceptions 
and preferences of the people of urban areas are 
sim

ilar w
hile in suburban area it is different, but 

in the case of grocery and food they are sim
ilar 

across all three locational points.  Thus on the 
basis of the above findings, it is recom

m
ended that 
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grocery and food sectors ought to be standardized 
for optim

um
 results.

D
ue to other retail product factors, retail form

at 
has to be Indianized in term

s of com
m

unication, 
assortm

ent, 
am

bience 
service 

and 
locational 

surroundings. G
rocery and food are low

 involvem
ent 

goods, people hardly w
aste tim

e in purchasing 
these goods. W

ith the passage of tim
e, people 

have becom
e m

ore aw
are regarding grocery and 

food but people are still price sensitive.  R
egarding 

am
bience of the store, som

e changes have been 
observed in the attitude of the respondents of all 
three locational points.  They prefer w

estern form
at 

and its influence can be seen in tw
o locational points 

of the urban areas i.e. P
im

pri &
 C

hinchw
ad but in 

suburban area Talegaon, it has not been preferred.  
The m

ain factors are difference in life style and 
cultural set - up of the society.  in case of apparel, 
no standardized form

at m
ay be recom

m
ended for 

retail form
at due to heterogeneity in dem

ographic 
and socio-econom

ic profile of the society.

O
n the basis of the above facts, figures and 

conclusion, the global retailers need to redesign 
the 

retail 
form

at 
strategies 

according 
to 

local 
needs and environm

ent. The w
estern pattern of 

retail form
at m

ay not serve the requirem
ents of 

society and it does not suit Indians. This is the 
factor behind the slow

 pace of grow
th of organized 

retail sector.  a m
ulti - tier retail form

at m
ay give 

m
om

entum
 to progress.  Indians are very m

uch 
accustom

ed to shopping for all types of goods 
and services in lim

ited areas.  It is therefore 
recom

m
ended 

that 
a 

big 
m

arket 
should 

be 
developed either in lim

ited areas or under one roof 
w

here all m
erchandise is available.  The analytical 

corpus of the research m
akes it am

ply evident 
that exclusive show

room
s of branded com

panies 
and goods (viz. W

al M
art) are not feasible in India. 

The global retailers need to refram
e strategies for 

socio- econom
ic segm

entation in order to cater to 
the specific requirem

ents of segm
ented classes 

and adopt a custom
ized regional approach. O

n 
this very foundation, the retail form

at ought to be 
developed. E

xclusive show
room

s and econom
ies 

of scale do not fit the Indian scenario. 
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A
bstract:

In the past years, the situation in food retail has 
becom

e a lot m
ore com

petitive in G
erm

any than 
in other E

uropean countries. O
ne of the reasons, 

besides the large num
ber of sales areas per 

resident, is the grow
ing com

parability of goods 
offered, as w

ell as the nationw
ide opening of 

discounters. To persist in this extrem
ely com

petitive 
m

arket, the consum
ers w

ill have to be persuaded 
not only by the range of products, but also by the 
enterprise itself, e.g. by taking social responsibility. 
In literature, reputation m

anagem
ent is considered 

as one of the m
ost effective m

arketing tool. In spite 
of these consolidated findings, the effect of positive 
reputation in food retail industry has hardly been 
analyzed so far. 

K
eyw

ords: R
eputation, R

eputation m
anagem

ent, 
G

erm
an food retail

The G
erm

an food retail industry is not only to be 
characterized by its high com

petitive pressure, 
but also by its oligopoly structure. A

ccording to 
liebm

ann et al (liebm
ann et al., 2008) 76,5%

 of 
sales in food retail w

ill be generated by five m
ajor 

food retailers by the year 2010 (In 2005, it w
as only 

69,2%
). A

m
ong them

 are those discounters w
hich, 

ow
ing to high expansion activities in the last years, 

are represented nationw
ide in G

erm
any (Zentes, 

2006). It is especially those m
arket participants, 

w
ho stim

ulate the price struggle in food industry. 
B

esides 
low

 
prices, 

the 
G

erm
an 

consum
ers 

particularly appreciate the quality of discounter 
products. The tw

o biggest G
erm

an discounters A
ldi 

and P
lus recently ranked one and four in popularity 

of G
erm

an discounters in a study established by 
the 

m
arket 

research 
institution 

„tN
S

-infratest“ 
(o.V., 12.09.2008). a study of k

P
M

G
 C

onsulting 
also m

ade clear that classical super m
arkets can 

no longer be silhouetted against discounters: in 
the custom

ers’ perception, the biggest G
erm

an 
com

plete 
assortm

ent 
retailer 

E
D

E
K

A 
couldn’t 

outclass A
ldi by a single score (K

P
M

G
, 2005).

B
esides 

the 
high 

concentration 
and 

grow
ing 

com
petitive 

pressure, 
som

e 
political-legal 

and 
socio-econom

ic requirem
ents im

pede the existence 
of m

edium
-sized enterprises on the m

arket. For 
exam

ple, 
the 

opening 
hours 

in 
G

erm
any 

are 
considered very restrictive in G

erm
an literature 

(B
auer, 1997). B

ut also the Land U
se O

rdinance 
strongly affects the opening of large-area retail 
stores 

(liebm
ann 

et 
al., 

2008). 
G

erm
an 

food 
retail also has to face the decrease in population: 
The average num

ber of households is constantly 
decreasing, the population is grow

ing older and the 
savings rate has increased significantly (K

P
M

G
, 

2006).

M
oreover, 

the 
spending 

on 
„food, 

drinks 
and 

tobacco“ ranks third in G
erm

any. W
ith a portion of 

15%
 this is not only a rather low

 value (B
undesam

t, 
2008) com

pared to other e
uropean nations, but 

also reflects the low
 im

portance of food industry 
in G

erm
any. The attitude „G

eiz ist G
eil“ (a popular 

G
erm

an 
advertisem

ent, 
m

eaning 
„I 

save 
as, 

m
uch as I can“) has trem

endously influenced food 
industry. This m

ay explain the constant grow
th of 

discounters.

e
specially the m

edium
-sized retail stores have 

to fight the accelerating price aggressiveness of 
m

ajor stores and the stagnating turnover in this 
industry. In order to face this high pressure, it is 
absolutely necessary for the m

edium
-sized retail 

stores to set them
selves apart from

 the giants of 
the industry and to generate additional benefit for 
products com

pared to m
ajor stores.

D
ue to the increasing com

petitive pressure and 
globalization in recent years, im

m
aterial assets 

have becom
e m

ore and m
ore im

portant, both 
in theory and practice (S

chw
albach, 2004). in 

literature, positive reputation is considered the 
m

ost crucial im
m

aterial corporate asset (M
acM

illan 
et al., 2004).

E
ven for retail trade in general, literature agrees: 

“R
etailer reputation is an im

portant factor that 
influences consum

er’s store patronage” (O
u et al., 

2006).

The origin of the term
 reputation is Latin and 

has alw
ays played an im

portant role in history 
(R

adem
acher, 2006). “R

eputations are all over 
assessm

ents of organizations by their stakeholders. 
They are aggregate perceptions be stakeholders 
of an organization’s ability to fulfil expectations, 
w

hether these stakeholders are interested in buying 
the com

pany’s products, w
orking for the com

pany, 
or investing in the com

pany’s shares.“(R
iel and 

Fom
brun, 2007).

The positive effects of solid enterprise reputation 
m

ay be explained by the asym
m

etric access to 
inform

ation for the stakeholders (q
uevedo-P

uente 
et al., 2007). P

articularly m
easurem

ent categories 
such as corporate quality, reliability or credibility 
are hard to approach for the m

arket participants. 
therefore M

acM
illan et al (M

acM
illan et al., 2004) 

argue that reputation em
erges w

ith the exchange 
of 

experience 
betw

een 
the 

stakeholders. This 
helps to m

inim
ize uncertainty and to choose an 

enterprise w
ith as little doubts as possible (N

erb, 
2002).

S
tudies on positive effects of enterprise reputation 

can often be found in contem
porary literature. In 

order to go beyond the scope of this paper, the 
follow

ing illustration is to give a general idea of 
these results according to (S

chw
aiger, 2004b). 

page 22.

In order to utilize the abundance of positive effects 
of enterprise reputation, it is necessary to control 
the success factor. R

eputation M
anagem

ent is 
defined as a goal-oriented and system

atic strategy, 
control 

and 
m

onitoring 
of 

enterprise 
activities, 

thus encouraging credibility and reliability am
ong 

the stakeholders (W
iedm

ann and B
uxel, 2004). it 

should be taken into account, how
ever, that positive 

reputation does not necessarily im
ply the sam

e 
im

portance to all groups of stakeholders, w
hile each 

group of stakeholders prioritizing different features. 
To com

e up w
ith the individual expectations and 

requirem
ents, Fom

brun and R
indova (Fom

brun 
and r

indova, 2000) recom
m

end a so-called “listing 
phase” in the initial stage of reputation control, in 
w

hich 
these 

expectations 
should 

be 
collected 

during discussions w
ithin the individual groups of 

stakeholders. In general, successful reputation 
control 

can 
only 

be 
ensured 

by 
continuous 

com
m

unication w
ith the stakeholders: „B

ecause 
corporate reputation is based on perceptions far 
m

ore than on real know
ledge, m

anaging corporate 
reputation is not only, but prim

arily, a task of 
corporate com

m
unications.“ (S

chw
aiger, 2004a).

A
lthough reputation m

anagem
ent is considered 

one of the m
ost im

portant m
arketing tools, w

hich 
is to generate positive success for an enterprise 
[(W

eill, 2005), (S
rivastavs et al., 1997), (E

idson 
and M

aster, 2000), (N
akra, 2000)] the effect of 

positive reputation in food retail industry has hardly 
been analyzed so far. 

To create a successful reputation m
anagem

ent, 
the first step is to analyse the m

ost im
portant 

stakeholder groups: 

D
ue to the direct contact w

ith custom
ers, e.g. 

at counters, the em
ployees w

orking in the food 
retail industry represent an im

portant group of 
stakeholders. The second group, w

hich has a really 
big m

eaning for the success of a food retailing 
com

pany are the custom
ers. Just if a com

pany can 
m

anage to deliver their custom
ers’ needs, profit 

can be realised. B
ecause of the replace ability of 

products and the high quality level in G
erm

an food 
retailing, the future idea of this industry w

ill have 
to go beyond the m

ere offering of goods to satisfy 
custom

ers. 

A
lthough the advantage of good reputation m

ay 
appear m

uch prom
ising at first sight, literature 

advises 
against 

careless 
decisions. 

O
nly 

if 
behaviour 

and 
products 

of 
an 

enterprise 
are 

considered 
reliable 

by 
its 

stakeholders, 
it 

w
ill 

continue to benefit from
 the positive effects of 

reputation (B
auhofer, 2006). P

articularly for the 
food retail industry, w

hich is hard to assess w
ith 

regard 
to 

quality 
and 

cost/perform
ance 

ratio, 
reliability is the predom

inant condition for success 
(B

auhofer, 2004).

E
specially the conditions in G

erm
an food retail 

industry have not been observed in literature w
ith 

regard to reputation m
anagem

ent. 

The objective of m
y P

hD
 is to analyze reputation 

m
anagem

ent as a m
arketing tool in the G

erm
an 
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C

a
s

e
s

m
edium

-sized food retail industry. a
s there aren’t 

any literature research results for this particular 
industry, 

the 
decisive 

factors 
for 

a 
positive 

reputation in food retail have to be determ
ined first. 

B
y m

eans of these results and the determ
ination of 

the relevance of positive reputation in the food retail 
industry, the conclusion of this paper m

ay bring 
along a recom

m
endation for future approaches for 

m
edium

-sized food retailers.
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The objective of the paper is to define the role 
of transportation in logistics in close connections 
w

ith other com
ponents, in reference of further 

im
provem

ent, to clarify and redefine the position/ 
relationship 

(synergy) 
betw

een 
transportation 

and 
logistics 

system
s 

through 
collecting 

and 
analyzing various application cases and practices 
in ncw

ilogistics from
 literatures. 

the second part presents a discrete-event m
odel 

exam
ple-based, for transportation. the use of 

m
odels for global strategies in logistics does not 

look quite possible because of lim
ited and sm

all 
entities to take into account w

ithin the logistic 
netw

ork. This does not offer enough elem
ents to 

m
ake transportation decisions, sim

ultaneously w
ith 

keeping the stability of the system
s. In this paper, 

w
e w

ill take a m
odest m

athem
atical contribution 

to understand the dynam
ics of logistic processes. 

The paper is develop using a distribution m
odel 

w
ith 

calculation 
exam

ples, 
that 

considers 
the 

distances, 
order 

tim
ing, 

dem
and 

intensity 
and 

m
axim

um
 utilization of the logistic facilities.

The 
research 

undertakes 
logistics 

m
anagers’ 

analysis, and transportation planners to define and 
com

prehend the basic view
s of logistics, its various 

practice 
applications 

and 
the 

com
prehensive 

relationships betw
een logistics and transportation.

K
ey 

W
ords: 

transportation, 
supply 

chain 
m

anagem
ent, 

reverses 
logistics, 

non-discrete-
event m

odel for transportation.

anghelutaand@
gm

ail.com

N
ow

adays, the transportation is crucial in the 
m

anipulation of logistic. R
eview

ing the current 
condition a proper transport technique requires 
linking production procedures. The operation of 
transportation generates and enables the efficiency 
of m

oving products. The progress in techniques 
and m

anagem
ent principles im

proves the m
oving 

load, delivery speed, service quality, operation 
costs, the usage of facilities and energy saving. 
The m

ain types of logistics presented hereunder, 
in 

pyram
idal 

form
s, 

prove 
the 

com
plexity 

as 
increasing from

 top to dow
n:

a) 
S

upply 
C

hain 
M

anagem
ent 

is 
the 

classical 
concept 

of 
logistics 

w
here 

w
e 

m
ay 

identify the three m
ain activities, as: purchasing, 

m
anufacturing and transportation. A

s described by 
the C

ouncil of Logistics M
anagem

ent, logistics is 
a process referring to the m

ovem
ent of products 

and m
aterials from

 suppliers to the assem
bly line 

operations, to the physical distribution of goods 
tow

ards the final users. Logistics also fits the direct 
com

m
unication w

ith any com
pany’s engineering 

staff.  To understand better the transportation role 
in the supply chain w

e analyzed on the im
pact of 

transport and logistics over the com
petitiveness of 

B
ulgaria’s textile and clothing industry. The study, as 

developed aim
s to: 1)D

em
onstrate the im

portance 
of transport and logistics w

ithin the context of 
increasingly 

com
plex 

dem
ands 

of 
the 

global 
textile and clothing m

arket; 2) E
xplain how

 various 
constraints 

and 
w

eaknesses 
w

ithin 
B

ulgaria’s 
transport 

and 
logistics 

system
 

can 
increase 

transaction costs and affect com
petitiveness; 3) 

H
ighlight 

critical 
w

eaknesses 
and 

bottlenecks 
w

ithin the transport and logistics system
, and 4) 

Identify actions to reduce costs, enhance reliability 
and increase efficiency.

The 
new

 
com

petitive 
environm

ent 
significantly 

increases 
the 

im
portance 

of 
logistics 

and 
transportation m

anagem
ent for the export sector, 

requiring 
m

ultilateral 
and 

com
plex 

approaches 
so that exporters: a) A

dapt better in m
anaging 

the 
goods 

inbound 
flow

s 
from

 
international 

suppliers, (b) A
ct fast and reliably in m

anaging 
production and delivery schedules over a netw

ork 
of sub - contractors and (c) e

nsure fitted patterned 
distribution to buyers.

For B
ulgaria, m

anaging this flow
 is both com

plex 
and costly. it involves over 20 non - production 

activities and can account for up to 40 percent 
of the cost of the finished product. A

dm
inistered 

w
ithin 

lim
ited 

or 
no 

technological 
assistance, 

the im
proving perform

ance along the shipm
ent 

processes can have a direct im
pact on costs and 

com
petitiveness for the sector. The analysis tried 

to understand the Issues affecting transport and 
logistics from

 several different perspectives: a) the 
specificity of any activities to perform

ing to m
eet 

buyers’ need; b) the sam
ple cost contributors; c) 

the private and public sector participants involved 
in shipm

ent netw
ork; d) exam

ination of a w
ide 

range of supply chain m
odels currently prevalent 

in the industry.

The analysis suggests that the key opportunities for 
im

proving transportation and logistics perform
ance 

for apparel exporters in B
ulgaria are: 1) Increasing 

the capacity and capability of border crossings 
to handle greater throughput (B

order delays can 
contribute up to 35%

 of total freight costs on 
certain routes); 2) C

ustom
’s procedures for duty 

exem
pt goods im

ported for exportation need to 
sim

plify, accelerate and becom
e m

ore friendly; 3) 
E

xporters have opportunities to reduce costs in 
the key areas - freight and shipm

ent consolidation, 
term

 view
 to m

utual operational challenges.

There 
are 

huge 
opportunities 

for 
industry 

participants to increase efficiency and reliability 
adopting only those technologies that im

prove 
operations and provide linkages to upstream

 and 
dow

nstream
 partners.

M
anufacturers 

have 
to 

develop 
transportation 

and logistics com
petencies and use only those 

capabilities 
creating 

value 
for 

buyers 
and 

com
peting against global com

petitors w
ith low

er 
cost. There is also an im

portant aspect connected 
to the physical infrastructure need for up gradation 
. The study, relevant for the entire E

ast E
uropean 

region, suggested sim
ilar solutions for the entire 

region.

b) 
R

everse logistics is focused on the concept 
of “business of returns”, due to the fact that up 
to 7%

 of enterprise’s gross sales are captured 
by return costs. Third P

arty Logistics P
roviders 

(3P
Ls) realize profits on this business, hosting 

returned, dam
aged or obsolete products, using 

good com
m

unication and transportation netw
orks. 

This system
 needs professional skills in logistics 

m
anagem

ent. The proliferating of the 3P
Ls is 

expected to be one of the m
ore im

portant factors, 
to reduce the costs and returns processing.

O
ther im

portant aspects refer to the interaction 
w

ith IT used to support reverse logistics during all 
different phases of a product life cycle. R

egarding 
the phase of product developm

ent and actual 
m

anufacturing, there are tw
o variables to consider 

w
ithin dim

ension: m
aterial content and product 

structure. 
The 

m
aterials 

used 
and 

specifically 
com

bined determ
ine both the degree and the 

type of a potential recovery once the product at 
the end of its life. M

arking parts w
ith m

anufacture 
identification are also helpful w

hen a product has 
to be pulled out of the m

arket due to a defect, 
i.e. product recalls (S

m
ith, 1996). There are lots 

of 
com

panies 
developing 

 
product 

program
s 

encom
passing design for the environm

ent, for 
recovery, for disassem

bly -  generally called as 
D

esign for X
, or just D

fX
. 

c) 
R

ecovery can also be the starting point for 
product developm

ent, as it is the case of W
alden 

P
addlers, w

ho launched a 100%
 recycled kayak 

project (Farrow
 et al., 2000). The project had to 

rely m
uch on com

puter experim
ents as no design 

then available suited recycled resins. The com
pany 

w
as able to attract a m

anufacturer to invest in 
advanced rotational m

olding technology and to 
convince the supplier to proceed to further resins’ 
separation (Landers et al, 2000) highlighting the 
im

portance of tracking com
ponent’s orders in the 

case of a closed - loop business telephones supply 
chain. A

s the authors used a “virtual w
arehousing” 

the use of IC
T lead to som

e im
provem

ents in 
stock levels, routing and picking processes w

hen 
com

pared w
ith the pre - iC

t scenario. the tool 
perm

its to apprehend the interrelations betw
een the 

production and the rem
anufacturing of products. 

A
nother technology available is the electronic data 

logger (E
D

L). This device is able to store data on 
physical param

eters, to use later. The idea is to 
put them

 into products or equipm
ent to register 

inform
ation on different param

eters as used. Thus, 
at the point of recovery, one could m

ake use of 
this inform

ation to decide w
hich destiny to give to 

certain product w
ithout first investing resources in 

disassem
bling and testing com

ponents. C
onfronted 

w
ith lim

ited investm
ent capacity, it is highly helpful 

to know
 the phase in w

hich the investm
ent w

ould 
contribute m

ost to save com
pany’s m

oney or w
hich 

one is the best, if alternative are hereby. S
tarting 

from
 this explained exam

ple, thinking that costs 
and benefits of collecting and m

anaging data and 
costs of investing and m

anaging the technology 
are the m

ost relevant param
eters in logistics  to 

understand better the role of transportation and 
its im

plication in the day-by-day activities w
e used 
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a discrete event shipm
ent m

odel that calculated 
different 

delivery 
scenarios 

for 
route 

decision 
m

akings.   

M
odel of d

iscrete-e
vent S

hipm
ent 

Logistics operate w
ith a specific com

bination of 
different param

eters and variables. W
e raked by 

im
portance and relevance those characteristics 

and variables generating com
bination of factors 

pending on m
anagem

ent of orders, transportation, 
discharging of reclam

ations and used in our m
odel, 

the follow
ings:  

P
aram

eters:

i  = denote area, region of goods distribution/ 
transportation, w

here i = 1,2…
n; often is referring 

also to the m
eans of transport/ vehicle, because 

from
 practical point of view

 every client from
 a 

certain geographical area is allocated to the sam
e 

driver

r  = denote client, w
here r = 1,2…

m
 

 
N

ext param
eters are referring to vehicle:

V
 = volum

e of orders, m
eans capacity of shipm

ent/ 
vehicle transportation expressed also in volum

e/ 
w

eight of goods (m
3/ kg); every vehicle has a 

m
axim

 loading capacity V
m

ax, obviously V
  < 

V
m

ax

U
m

ax = num
ber of m

axim
um

 orders per vehicle 
(show

 vehicle utilization according w
ith received 

orders) or w
hole area i; is calculated by divided 

of m
axim

um
 shipm

ent capacity to used capacities 
U

m
ax = V

m
ax / V

Variables:

Tr = w
indow

 of tim
e (hrs.) for delivery goods from

 
depot to client r; in particular Tir show

 asked period 
of tim

e for transportation from
 central delivery point 

to zone i  and client r 

N
i 

= 
num

ber 
of 

orders 
per 

w
indow

s 
of 

tim
e 

transported in i area; in particular N
ir is orders/ 

w
indow

s of goods transported into the i zone and 
to r client; for w

hole area i, ∑
N

ir = Vr

ir = tim
e of m

inim
al w

aiting (gap tim
e) (hrs.) to 

assure the fulfill of all num
ber of orders N

ir w
ithin 

w
indow

 of tim
e Tr for client r in zone i. 

 X
ir = additional tim

e denoting passing of dem
and 

in next w
indow

s of tim
e for client r in zone i; has 

noting in com
m

on w
ith previous state function of 

system
 xir even notation is quite sim

ilar in theory 
system

 literature 

H
i = threshhold w

aiting tim
e (hrs.) for vehicle 

(zone) i is m
axim

um
 acceptable w

aiting tim
e do 

not perturb next shipm
ent

N
ote: this variable is referring only to the vehicle/ 

zone; according to it planner is helped to decide 
on shipm

ent strategy, respectively threshold/ point 
of equality betw

een request and dem
and only for 

param
eter i

D
i = daily distance (K

m
) for vehicle/ zone i; in 

particular D
ir is distance for vehicle i to custom

er r; 
in calculation appear also Li = total travel distance 
(K

m
) from

 central distribution center to i area and 
return, that is calculated using form

ula Li =  2 E
i 

D
i, w

here E
i is coefficient of load efficiency for car 

shuttle

E
i = coefficient show

ing the load efficiency for 
vehicle (zone) i.

G
alván D

. in table 1 show
s the possible related 

cases betw
een tw

o consecutive w
indow

 of tim
e 

Tir and Tir+1, dem
and of goods N

ir asked by 
clients r and r+1 w

ithin Tir, for additional tim
e X

ir, 
and acceptable w

aiting tim
e (threshold) H

i. The 
“decision threshold” (noted as C

ases in Table 
1) is a good tool w

ith w
hich w

ill be evaluate the 
shipm

ent strategy (vehicles that are full loaded or 
not).

G
raphic 1

Table 1 C
hoice m

ethodology for calculation of shipm
ent num

ber  
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G
raphic 2

Table 2

In a distribution system
 w

ith a single origin and 
m

any  destinations, the purpose of the m
odel is 

to satisfy delivery tim
es (w

indow
s of tim

e) Tir for 
shipm

ents. For i=1 sim
plified notation algorithm

 is 
presented above:

For this case, the decision and calculation graphic, 
sim

plified, are the follow
ing:

The interpretation of results is on the next graph. 
Let suppose that in m

=6 w
indow

s of tim
e w

ith Tr 

= constant (that m
eans that period and condition 

of transports and deliveries are very sim
ilar), and 

also that Tr < r < 2Tr (tim
e enough to assure fully 

shipm
ent 

in 
t1=t2=t3=t4=t5=t6). 

B
rocken 

line N
i1 – N

i2 – N
i3 – N

i4 – N
i5 – N

i6 show
s 

«inefficiency» for negative slope . O
therw

ise, if 
hourly distribution  is positive, load is an efficient 
one.

Table 3. The flow
 chart &

 schem
e for decisions m

akers:

G
raphic 3



I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

250
251

I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

To avoid inefficiency and fully satisfy the dem
and, 

carriers try to use shipm
ent volum

e Vr to the 
m

axim
um

 capacity of the vehicles V
m

ax. If still w
e 

consider only one zone (i=1) and vehicle has not 
sufficient tim

e to satisfy all its deliveries w
ithout 

interruption, appear a tim
e gap r and due to the 

lim
ited w

indow
 of tim

e Tr the num
ber of shipm

ents 
is no longer a function only of the dem

and and the 
m

axim
um

 capacity (N
i / U

m
ax), but heavily depends 

on the vehicles’ rate of service (determ
ined by 

the num
ber of vehicles that operate during this 

period).

In this case, w
hen a part of orders signalized 

by   w
ill pass to new

 delivery tim
e Tr+1, system

 
“efficiency” is needed to analyze additionally. S

o, 
new

 concept of w
indow

s of tim
e is quite good 

opportunity to further developed analyzes. 

A
s graphs show

 there are three situations: ir < T=ct 
(situation a), tr  =  tr+1  (situation b1)  and tr  >  
Tr+1  (situation b2). For situation a of efficient using 
of cum

ulate shipm
ent volum

e and Tr=constant is 
used 8 vehicles and order is covered, w

aiting of 
tim

e Tr is fully used and shipm
ent is done w

ith cost 
reduced at m

inim
um

.

To analyze situation b also for a single zone (i=1) 
num

ber of shipm
ents is increased from

 8 to 11 (b1, 

tr  =  tr+1 ) or to 9 (b2, tr  >  tr+1). P
lease notice 

that volum
e of goods transported beginning w

ith 
vehicle 7 is passed in other w

indow
s of tim

e Tr+1. 
C

onsequently num
ber or orders X

r are passed also 
to another vehicle(s), even the tim

e of delivery Tr is 
enlarged. H

ere the inefficiency translates into the 
under-utilization of vehicle. if situation b2, w

hen 
w

indow
 of tim

e is added “longer” that before, the 
inefficiency is grow

ing (sem
i-loaded vehicles), but 

is fully satisfied client w
ith goods in “dead tim

e” 
transportations, w

hich in practice unfortunately is 
often happen.

Issue of cost and efficiency

C
osts in logistics are another difficult problem

. 
M

ajority 
of 

logistic 
m

odels 
assum

e 
that 

)
,

,
,

(
x

u
D

C
i

i
i

i
i
f

r
=

 , therefore, cost is a 
function on delivery distances D

ir, density of client 
order ir, input variables uir and internal variables 
xir.

G
raphic 4

G
raphic 5

let’s assum
e the case of vehicle(s) sent in one-

stop radial shipm
ent (inbound &

 outbound, as in 
graph) on the alveolar square areas i [3]. Trip is 
characterized by the num

ber of (daily) orders N
ir 

and its density (N
ir). D

em
and decreases w

ith the 
distance from

 the depot at the corners in radial 

distribution, 
r

ir
ir

i
N

R
K

=
 w

here k
>0 is 

a constant. For i=1, R
 is a concave function, see 

[8]. d
erived r

r has the form
. 

r
ir ir

r
N

K
dr R
d

=
.

 
If the reception is “personal” to client r (case 
10 - 30 from

 page 2), w
here r = 1,2…

m
, and 

starting w
ith assum

ption that delivery distance D
ir 

D
ir

m
rr
dr dR

=
∑ ==1

 w
e find out that 

r
ir

i
ir

N
K

D
1

=

A
lso, w

e assum
e that for each zone i is associated 

a distribution interval (w
indow

 of tim
e) Tir for the 

dem
and/ w

indow
s N

ir, and that the density ir 
depend on the param

eter ir = N
ir / N

i.  

The distance traveled to all zones i could be 
determ

ined by D
ir and m

ore:
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∑
Π=

−
=

mr
ir

r
r

r
N

K
D

1

2/
1

2/
1

r
A

n im
portant sim

plification is reaching under the 

condition 
1

1
=

∑
Π= mr

ir
. Thus cum

ulated distance 
D

i for the all region i reshape the form
ula:

r
2/

1

1

−

=
∑

=
r

mr
r

r
N

D
K

 result obtained on other 
calculation base by D

aganzo in 1999 and R
obusté 

in 2002. Interpretation is quite rational: delivery 
distance D

r is directly proportional w
ith the num

ber 
of orders N

r distributed to client r and inversely 
proportional to the square root of the density r of 
client.

B
ecause the daily distance Li for area i is tw

ice 
m

ultiplied (vehicles being also return to one or m
ore 

shipm
ents) by de distance D

i: 
D

E
L

i
i

i
2

=
  

w
here the E

i is a factor of proportionality

A
ccording 

w
ith 

revolutionary 
m

ethodology 
adopted in 1987 by d

aganzo coefficient of load 
efficiency, 

sim
ply 

efficiency 
E

i 
is 

calculated 
assum

ing that custom
er preferences are notably 

decided on periods delivery (w
indow

s of tim
e). 

D
aganzo elim

inated Li in a m
odel build w

ith the 
few

 geom
etric variables, and reproduces accuracy 

the real problem
 of sharing transportations:

⎭ ⎬ ⎫
⎟⎠ ⎞

−
⎜ ⎜⎝ ⎛

+
⎪⎩ ⎪⎨ ⎧

=
+

−=
∑

Π
∑
Π

X
C

U
N

E
ir

r
ir ir

m
m

mr
ir

i
i

1

'
'

1
m

ax

'

' '

'

1

 , 
w

here

ir = denote rate of transportation from
 distribution 

center to zone i  and client r; is calculating as 
follow

s: ir = N
ir / N

i

r  = subset of w
indow

 of tim
e for cases 1a, 1b, 2a, 

2b, 3a, 3b and 4a,

r’ = subset of w
indow

 of tim
e for cases 1c, 2c or 

3c,

m
’ = subset of w

indow
 of tim

e only for case 4a,

X
ir’+1 = subset follow

ing analysis w
indow

 of tim
e 

of pair tim
e (r’+1 and r’+2). If analysis reveals 

case 4a of „no efficiency”: X
ir’+1 = ir’+1 / u

m
ax; 

otherw
ise, that m

eans “exist efficiency”: X
ir’+1 = 

(ir’+1 / C
ir’+1) – X

ir’+2.

C
ir’ = percentage of cost of transportation of 

vehicle/ zone i to client r (relevant for cases 1c, 2c 
and 3c). A

bout this param
eter please see [5,7].

to resum
e, in case 4a there is no efficiency, 

because load is exceeded transportation capacity

)
X

C
C

U
r

r r

r r

m
mr

r

N
N

N
E

2
'

1
'

1
'

'
m

ax

'

1
+

+ +

−=
−

−
⎜ ⎜⎝ ⎛

−
=

Π
∑

Π
∑
Π

Let 
leave 

aw
ay 

last 
part 

of 
equation 

)
X

C
C

K
r

r r

r r
N

2
'

1
'

1
'

'
1

(
+

+ +
−

−
=

Π
Π

∑
 

r
em

em
bering that ∑

N
ir = Vr and u

m
ax = V

m
ax / 

V
 first factor is reshaped as follow

s:

V V
V

V
V

V V
N N

r
r

r

i ir

r
m

ax
m

ax

2

m
ax

=
=

×
∑ ∑ 

K
V V

r
E

1
m

ax −
=

 ,w
here K

1 is a constant resulting from
 different 

calculation.

For the other cases:

)
m

ax 1
(

m
ax

'

1

U
C

V
r

N
V

E
c r

m
mr

r
Π

∑
Π

∑
Π

+
−

−
=

−=

In the cases 1a, 1b, 2a, 2b, 3a, 3b load efficiency 
looks sim

plified by lacking of relevant costs (case 
often 

chosen 
by 

couriers 
based 

on 
em

pirical 
observation):

by vehicle
 

carried
 

orders)
 

(of
 

 volum
e

m
axim

 
 tim

e
 w

indow
planned

in 
r  

client  
 

 to
carried
 

orders)
 

(of
 

volum
e

m
ax =

=V V
r

E

For cases 1c, 2c, 3c load efficiency is proved by 
next form

ula, not avoiding the im
portant quota 

costs C
r’:

)
U

C
V V

r

r r
r

N
E

m
a
x 1

'

' '

m
a
x

Π
∑

Π
+

−
⎜ ⎜⎝ ⎛

−
=

K
V V

r
E

2
m

ax

−
=

w
here K

2 is also constant resulting from
 different 

calculation, but K
2 <<  K

1. C
onstants are “pouring” 

expanses and have their im
portance in calculation 

of load vehicle efficiency.

M
odel applications

u
sing 3-d

 presentation w
e could sim

ulate for 
exam

ple a netw
ork of three param

eters (U
m

ax, 
X

ir, N
ir), under the condition that i=1. R

em
em

ber 
that: 

U
m

ax = num
ber m

axim
 of orders accepted on 

vehicle/ w
hole area i,

N
ir = num

ber of order/ w
indow

s of tim
e of client r, 

Vir = num
ber of daily orders received from

 client r.

Table 4

G
raphic 6
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Table 5

G
raphic 8

Table 6

N
ow

 w
e choose 3-d

 m
odel w

ith follow
ing variables 

and chain shipm
ents: 

ir = gap tim
e (hrs.) for reaching client r in zone I 

(ir < Tir),

Tir = w
indow

 of tim
e (hrs.) to zone i  and client r,

H
ir = threshold tim

e (hrs.) for vehicle/ zone i  and 
client r.

Let us consider the last exem
plification of previous 

algorithm
 w

ith data:

C
onclusions 

W
e 

have 
analyzed 

M
odel 

of 
d

iscrete-e
vent 

S
hipm

ent and discussed control enters of this 
m

odel and its effects on the dynam
ics and stability 

of the shipm
ent schem

es. The m
odel takes into 

account the logistics variables (distances, tim
es, 

volum
es, density and frequency of the shipm

ents, 
priority of received orders, stops-over, costs, and 
new

 concept of w
indow

s of tim
e so relevant in 

transportation issues). 
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A
pplication 

for 
distribution 

of 
the 

electronic 
industry netw

ork (H
elw

et-P
ackard C

o.) show
s that 

the current m
arket procedure seem

s planned for a 
very low

 dem
and share (less than 40%

). 

The findings are im
portant for both transportation 

planners and e-logistics industry or e-com
m

erce 
m

anagem
ent. P

lanners should consider “parking 
space” of vehicles, m

odern handling and loading 
procedures so that the deliveries to be m

ade 
efficiently and w

ith few
 traffic perturbations in 

tim
e. In distribution system

 and supply industry 
should start getting ready to understand the high 
cost of quality of service, for exam

ple the “picking” 
process w

ith high cost that cannot be assum
ed in 

high volum
es transportation and everyday delivery 

due to the trouble w
ith parking, bus lane blocking 

etc. N
ew

 and m
ore param

eterized m
odels for 

calculation of cost in logistics is prom
ising and w

ill 
offer a new

 look on the m
atter.
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A
bstract

S
uperm

arkets and hyperm
arkets still represent 

a relatively new
 retailing form

at in Italy and in 
its S

outhern area in particular, w
here they w

ere 
introduced decades later than in other W

estern 
countries, such as France and the U

K
 in E

urope, 
and the U

S
 in A

m
erica. N

ow
adays, these retailers 

have 
becom

e 
large 

organisations 
potentially 

capable of influencing local developm
ent from

 
an econom

ic, social and urban perspective. The 
literature concerned w

ith their effects on the local 
econom

y, in particular, has focused on labour 
m

arkets, price dynam
ics, inter-type com

petition, 
instead the im

pact on m
acroeconom

ic factors such 
as G

D
P, value added and investm

ents in specific 
sectors, as agriculture, industry and services. This 
study tries to fill this gap by em

pirically investigating 
associations betw

een key characteristics of these 
retailers and specific m

acro-econom
ic factors.  

K
eyw

ords: R
etailing, Food sector, S

uperm
arkets, 

H
yperm

arkets, Italian local developm
ent. 

Introduction
In general, the retail m

arket is m
ade up of tw

o 
large sectors – the food sector, and the non-food 
sector – w

hich have follow
ed different evolutions 

over tim
e. The food sector has been the first one to 

experience the im
pact of m

odern retailing form
at, 

as the m
ain typologies of m

odern trade have 
found in it their origin. Furtherm

ore, food sector 
dynam

ics still exert strong influence on the m
icro 

and m
acroeconom

ic environm
ent, specifically, on 

agricultural and industrial production, transport, 
trade, consum

ption, per-capita incom
e, as w

ell as 
on social and urban aspects (B

ertozzi 2006; IR
E

S
 

2002; Lago 2002). 

In 
Italy, 

since 
the 

S
ixties, 

the 
grow

th 
of 

the 
retailing sector has driven a process of econom

ic 
developm

ent 
and 

industrial 
restructuring, 

even 
though its delay w

ith respect to other W
estern 

countries 
and 

its 
non-hom

ogeneity 
over 

the 
national 

territory; 
furtherm

ore, 
the 

sm
all 

retail 
trade has undertaken the role of social absorber 
and occupational stim

ulus, especially in the S
outh. 

The N
ineties represented a turning point in the 

process of m
odernisation of the retailing sector, as 

its inefficiencies w
ere recognised as the causes of 

the inflation process w
hich had lead to detrim

ental 
effects 

on 
the 

purchasing 
pow

er 
of 

salaries 
and to w

orkers’ retributive claim
s. E

ndogenous 
processes 

of 
rationalisation 

and 
concentration 

and exogenous dynam
ics induced by the Italian 

legislator (M
artora Law

, B
ersani Law

 and R
eform

 
of the V

 Title of the C
onstitution, R

iform
a del Titolo 

V
 della C

ostituzione) have been activated. Thus, 
the trade sector experienced a process sim

ilar to 
the one undergone by the m

anufacturing sector, 
in particular (Lago 2002; P

ellegrini 2001): i) the 
strong reduction of selling points of sm

all food and 
non food retailers and their concentration; ii) the 
grow

th of large retailers, especially in the S
outh; 

iii) the concentration and the grow
ing horizontal 

com
petition am

ong firm
s; iv) the entrance of new

 
international com

petitors and the success of new
 

distribution techniques. This process leads retailing 
com

panies to the control and standardisation of 
quality, cost reductions through new

 operative and 
m

anagerial techniques, personnel specialisation, 
and diffusion of m

ore accurate inform
ation. 

For 
these 

reasons, 
superm

arkets 
and 

hyperm
arkets represent a relatively new

 form
 of 

large retailing form
at in Italy, and especially in the 

S
outh – still characterized by a persistent econom

ic 
backw

ardness – w
here their introduction cam

e w
ith 

decades of delay w
ith respect to other W

estern 
countries such as France, the U

K
, G

erm
any and 

the U
S

 (M
arbach et al. 2000; P

ellegrini 2001). In 
Italy, superm

arkets and hyperm
arkets are defined 

according to the selling area: superm
arkets have a 

selling area betw
een 400 and 2.500 square m

eters, 
w

hile hyperm
arkets have a selling area greater 

than 2.500 square m
eters (O

sservatorio N
azionale 

sul 
C

om
m

ercio 
2004). 

M
ain 

characteristics 
of 

superm
arkets and hyperm

arkets – their bargaining 
strength, large dim

ension and ability to attract 
consum

ers – have allow
ed them

 to becom
e large 

organisations potentially capable of influencing 
local developm

ent from
 an econom

ic, social and 
urban perspective. 

The aim
 of this paper is investigating their im

pact 
on m

acroeconom
ic factors such as G

D
P, value 

added and investm
ents in specific sectors, as 

agriculture, industry and services, by considering 
associations betw

een key characteristics of these 
retailers 

and 
specific 

m
acro-econom

ic 
factors. 

r
esults show

 that the diffusion of super- and hyper-
m

arkets differently interact w
ith som

e im
portant 

local developm
ent variables, in the A

pulia region, 
S

outh of Italy, and the rest of the country. 

The E
conom

ic Im
pact of the R

etailing 
S

ector 
S

ince 
the 

S
eventies, 

the 
prevailing 

literature 
has focused both on the study of the dynam

ics 
concerned 

w
ith 

inter- 
and 

intra-form
at 

pow
er 

relationships, and on the exploration of econom
ic, 

social and territorial factors that influence the large 
retailing localisation (D

unne and Lusch 1999). O
nly 

in the last years, som
e authors have highlighted 

that the retailers’ pow
er m

ay represent a factor of 
disequilibrium

 for local econom
ies. 

The 
discussion 

about 
the 

m
odalities 

through 
w

hich it is possible to evaluate the im
pact of 

m
odern retailing, and in particular of superm

arkets 
and hyperm

arkets, is intended to investigate the 
econom

ic and non-econom
ic problem

s – w
hich 

are often not directly quantifiable – induced by 
the creation of new

 selling points. M
oreover, it is 

intended to analyse the problem
s linked to the 

m
onopoly/m

onopsony pow
er and, in general, all 

m
arket failures w

hich self-regulation m
echanism

s 
can 

not 
influence 

(B
eresteanu 

and 
E

llickson 
2006; C

larke 2001). M
ore accurate studies have 

focused on the consequences in term
s of prices 

and em
ploym

ent (B
asker 2005; D

rew
ianka and 

Johnson 2006; G
uariglia 2002; N

eum
ann 2006). 

Furtherm
ore, the evaluation of the consequences 

on 
local 

econom
ies 

generated 
by 

new
 

large 
retailers can be studied in a m

ore recent theoretical 
fram

ew
ork aim

ed to define m
ethodological and 

operative im
plications oriented to the interpretation 

of social, econom
ic and territorial effects (IR

E
S

 
2002; Lago 2002; P

rasad and R
eddy  2007). 

W
hereas traditional form

s of retailing represent 
an 

econom
ic 

and 
urban 

phenom
enon, 

they 
do not have singularly the ability to influence 
local equilibrium

, on the contrary, m
odern retail 

com
panies have reached a dim

ension such that the 
choices concerned w

ith their single creation need 
to be calibrated accurately, both by m

anagers and 
local public adm

inistrators, just because of their 
social and econom

ic consequences on agriculture, 
industry and services industries. The settlem

ent of 
relevant econom

ic activities brings about effects of 
different nature, both for firm

s and the com
m

unity, 
w

hich can be classified in the follow
ing w

ay: i) 
general and sector-based econom

ic effects on 
prices, 

incom
e, 

em
ploym

ent 
and 

com
petitive 

equilibrium
 am

ong firm
s and different distribution 

channels; ii) social effects concerned w
ith m

obility, 
aggregation, 

social, 
individual 

and 
cultural 

developm
ent; and iii) environm

ental effects on 
territorial m

orphology, ecosystem
s balances, and 

degree of pollution in the areas of new
 plants 

localisation (B
ertozzi 2006).

M
odernisation of the Italian R

etailing 
S

ector
In Italy, the m

odernisation of the retailing sector 
has not been uniform

, but it has follow
ed different 

dynam
ics because of geographic, sectorial and 

legislative concerns.

B
ecause of econom

ic and com
petitive factors, 

the m
odernisation process has involved prim

arily 
N

orthern and C
entral areas.  The w

idespread 
diffusion of large structures in these areas is 
due to different factors, specifically, sim

ilarity of 
social-econom

ic conditions w
ith respect to other 

E
uropean countries and high density population 

areas and urban concentration. Then, from
 the 

N
ineties 

the 
progressive 

reduction 
in 

C
entre-

N
orthern regions of geographic areas available 

for new
 plants has pushed large structures tow

ard 
S

outhern Italy areas, w
here com

petitive dynam
ics 

w
ere still w

eak.
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B
ecause of sectorial elem

ents, the m
odernisation 

process of the retailing sector has been sharper 
in the food sector than in the non-food one – even 
though the latter it is experiencing an intense 
acceleration. The delay accum

ulated by the large 
non-food retailing seem

 be dependent crucially 
on the nature of products, and especially on the 
high level of custom

er services required. The 
de-specialised food retailing stores have m

oved 
tow

ards the increase of territorial coverage, as w
ell 

as the increase of the areas of selling points. Their 
sector 

concentration 
has 

progressively 
raised, 

and, according to the A
C

N
ielsen data, in 2006 the 

top ten com
panies covered a 59.3%

 m
arket share 

(the first six covered a 44.9%
 m

arket share).

B
ecause 

of 
legislative 

aspects, 
geographical 

evolution and m
odernisation of the Italian retail 

trade is affected by the authorisations needed to 
open m

edium
 and large retail structures. the 144/98 

Law
, the so called B

ersani reform
, introduced a 

sort of trade federalism
 am

ong regions, even in 
a national fram

ew
ork, and afterw

ard, it has been 
overcom

e by the reform
 of the V

 Title of the Italian 
C

onstitution (Titolo V
 della C

ostituzione) w
hich 

has given to R
egions the legislative pow

er in this 
field and the opportunity to depart from

 the B
ersani 

reform
. The rationalisation of the retail system

 
has 

been 
carried 

out 
in 

a 
non-hom

ogeneous 
fashion am

ong regions, but m
ore strongly in the 

food sector. d
espite the liberalisation, the 426/71 

Law
 shapes the retailing system

 as it contributes 
to: i) the absence of incentives to facilitate the 
grow

th of sm
all and m

edium
 retail firm

s and the 
absence of stim

uli and pressures that, in other 
countries, have contributed to obtain high levels of 
efficiency; ii) the entrance of foreign com

petitors, 
and French in particular, w

hich after the saturation 
of their m

arketplace have had the opportunity to 
strengthen them

selves and becom
e the Italian 

m
arket leaders; iii) the absence of agreem

ents 
able 

to 
foster 

international 
synergies 

and 
the 

suprem
acy of the control of the territory; and iv) the 

presence of high inefficiency rates and high costs 
w

hich are reflected on average prices, higher than 
in the rest of E

urope.

R
esearch A

im
 and O

bjectives
The general aim

 of this study is investigating the 
interaction betw

een the evolution of new
 retailing 

form
at 

and 
w

ealth 
and 

regional 
developm

ent, 
in Italy, and, specifically, in S

outhern Italy and in 
A

pulia region, w
hich has experienced, in the last 

years, a fairly good dynam
ic of the retail sector 

w
ith respect to the rest of Italy and the other Italian 

S
outhern regions.

A
s 

already 
outlined, 

literature 
concerned 

w
ith 

effects of retailing trade on the local econom
y 

has focused on labour m
arkets, price dynam

ics, 
inter-type 

com
petition, 

instead 
the 

im
pact 

on 
m

acroeconom
ic factors such as G

D
P, value added 

and investm
ents in specific sectors, as agriculture, 

industry 
and 

services. 
In 

particular, 
existing 

literature 
and 

em
pirical 

analysis 
conducted 

in 
the last years on the retail sector are focused, on 
the one hand, on the causal link betw

een socio-
econom

ic and productive factors, and the birth and 
the evolution of the large retailing. O

n the other 
hand, these studies are directed to the investigation 
of the causes w

hich underlie the localisation of the 
large retailing form

ats in a given area, such as 
dem

and, per capita G
D

P, and em
ploym

ent rate. 
M

ore accurate studies aim
 to exam

ine the m
ain 

effects of large retailing, in its different form
s, the 

relationship 
betw

een 
producers 

and 
retailers, 

price dynam
ics and local em

ploym
ent levels. The 

opposite process – dealing w
ith the econom

ic 
and social im

pact of m
odern retail exerted on 

local econom
ies – seem

s to be less explored and 
focused on specific aspects. This study tries to fill 
this gap by em

pirically investigating associations 
betw

een key characteristics of these retailers and 
specific m

acro-econom
ic factors.  

In the present study the follow
ing tw

o objectives 
w

ere identified. The first objective is dem
onstrating 

that A
pulia region has follow

ed a significantly 
different m

odel of developm
ent of the retailing 

typologies w
ith respect to Italy and the other 

S
outhern regions. The second objective is show

ing 
the existence of an em

pirical association betw
een 

the diffusion of new
 retailing form

at – superm
arkets 

and hyperm
arkets – and som

e econom
ic indicators, 

such as investm
ents and value added obtained in 

the observed areas and in specific sectors. 

M
ethodology 

The survey has been conducted for Italy, S
outhern 

italy, w
hich includes 8 regions – a

bruzzi, a
pulia, 

B
asilicata, C

am
pania, C

alabria, M
olise, S

ardinia 
and S

icily – and, in particular, for A
pulia region. 

Italy, and specifically S
outhern Italy and A

pulia 
region, w

ould be a representative case in the initial 
stage of new

 retailing form
at developm

ent, w
ith a 

m
oderately low

 m
arket share of hyperm

arkets and 

superm
arkets but w

ith a contem
poraneous high 

expansion. 

The study of m
odern retail in the Italian food 

sector 
is 

interpreted 
through 

the 
observation 

of 
tw

o 
different 

typologies 
of 

selling 
points: 

hyperm
arkets and superm

arkets. The assum
ption 

that the tw
o categories represent a good indicator 

of the dynam
ics of large distribution is not new

 in 
literature and has been im

plem
ented in em

pirical 
studies carried out by A

C
N

ielsen, S
V

IM
E

Z and 
C

e
S

C
O

M
-B

occoni. S
uperm

arkets can be view
ed 

as a good indicator of the presence of G
D

O
 w

ithin 
urban areas;  hyperm

arkets – localised in urban 
areas or ex-urban areas w

ithin shopping centres 
(w

hich represents the m
ain appealing elem

ents) – 
are the expression of the large organised retailing 
(Verhetsel  2005).

D
ata C

ollection
The 

dataset 
used 

for 
the 

analysis 
includes 

inform
ation on residents and som

e m
acroeconom

ic 
variables, extrapolated from

 the Italian Institute of 
S

tatistics (Istituto Italiano di S
tatistica, IS

TAT) and 
K

renos databanks – U
niversity of C

agliari (Italy); 
as far as the hyperm

arkets and superm
arkets are 

concerned, selling points has been recovered from
 

the N
ational O

bserver on Trade (O
sservatorio 

N
azionale 

sul 
C

om
m

ercio) 
and 

the 
Italian 

M
inistry of Industry and Trade (M

inistero delle 
A

ttività P
roduttive). The longitudinal data cover 

19 years starting from
 1988 until to 2006. the 

choice of the year is not casual, but it overlaps 
w

ith the new
 survey of the N

ational O
bserver on 

Trade (O
sservatorio N

azionale sul C
om

m
ercio). 

in 1988 it has started a new
 procedure w

hich 
takes into account the tw

o retailing typologies – 
superm

arkets and hyperm
arkets – separately, in 

term
s of num

erical consistency, areas and num
ber 

of em
ployees.

The dataset includes the follow
ing tim

e series 
observed over the period 1988-2006 for italy, 
S

outhern Italy and A
pulia region: i) num

ber of 
hyperm

arkets and superm
arkets; ii) selling areas 

of hyperm
arkets and superm

arkets; iii) average 

selling areas of hyperm
arkets and superm

arkets; 
iv) regional G

D
P and private consum

ption; v) 
investm

ents, total value added and agriculture, 
industry and services value added on a regional 
basis and according to the ATE

C
O

 classification; 
and iv) value added for the ATE

C
O

 categories, 
in 

particular, 
data 

on: 
“Food, 

B
everages 

and 
Tobacco” for the industry sector; “Trade, H

otels 
and P

ublic E
stablishm

ent” and “Transport and 
C

om
m

unication S
ervices” for the service sector.

The consideration of value added  is useful to 
appreciate the grow

th of the econom
ic system

 in 
term

s of new
 goods and services. Value added 

has to be thought of as the difference betw
een the 

production value of goods and services and the 
value of interm

ediate goods and services needed 
to produce (input and auxiliary resources, and 
services supplied by other firm

s). To sum
m

arise, 
the variables describing the value added in the 
m

ain sectors m
ay represent good proxies of the 

w
ealth produced in those specific sectors; the 

variables linked to the sub-sectors m
ay represent 

proxies of the trend of econom
ic activities in the 

sectors m
ore directly exposed to the expansion of 

superm
arkets and hyperm

arkets: food, trade, and 
transports. 

A
nalysis and R

esults

D
escriptive S

tatistics
D

escriptive 
analysis 

show
s 

that 
num

ber 
of 

superm
arkets 

and 
hyperm

arkets 
increased 

significantly in the considered period: from
 1988 to 

2006 num
ber of superm

arkets augm
ented, in Italy, 

from
 2,818 to 8,569; in S

outhern italy, from
 625 to 

2,176; and in A
pulia, from

 91 to 393 (see Figure 1). 
N

um
ber of hyperm

arkets increased in Italy, from
 

40 to 490; in S
outhern italy, from

 1 to 99; and in 
a

pulia, from
 4 (in 1991) to 20 (see Figure 2).
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Fig. 1: C
um

ulative N
um

ber of Superm
arkets in Italy, in Southern Italy and in A

pulia R
egion from

 
1988 to 2006 

S
ource: E

laboration of data provided by the N
ational O

bserver on Trade (O
sservatorio N

azionale sul C
om

m
ercio).

Fig. 2: C
um

ulative N
um

ber of H
yperm

arkets in Italy, in Southern Italy and in A
pulia R

egion from
 

1988 to 2006 

S
ource: E

laboration of data provided by the N
ational O

bserver on Trade (O
sservatorio N

azionale sul C
om

m
ercio).

Table 1: Average A
nnual G

row
th R

ate of N
um

ber of Superm
arkets and H

yperm
arkets in Italy, in 

Southern Italy and in A
pulia R

egion from
 1991 to 2006

Table 1: Average A
nnual G

row
th R

ate of N
um

ber of Superm
arkets and H

yperm
arkets in Italy, in 

Southern Italy and in A
pulia R

egion from
 1991 to 2006

S
ource: E

laboration of data provided by the N
ational O

bserver on Trade (O
sservatorio N

azionale sul C
om

m
ercio).

Figure 3: N
um

ber of Superm
arkets/1,000 Inhabitants in Italy, in Southern Italy and in A

pulia 
R

egion from
 1988 to 2006

S
ource: E

laboration of data provided by N
ational O

bserver on Trade (O
sservatorio N

azionale sul C
om

m
ercio) and IS

TAT.
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Figure 4: R
etail A

rea of Superm
arkets/1,000 Inhabitants in Italy, in Southern Italy and in A

pulia 
R

egion from
 1988 to 2006

S
ource: E

laboration of data provided by N
ational O

bserver on Trade (O
sservatorio N

azionale sul C
om

m
ercio) and IS

TAT.

Furtherm
ore, the average annual grow

th rate of the 
new

 retailing form
ats w

as significantly high for Italy 
(6%

 for both superm
arkets and hyperm

arkets), 
S

outhern Italy (6%
 for superm

arkets and 10%
 for 

hyperm
arkets) and, particularly, for A

pulia region 
(8%

 for superm
arkets and 11%

 for hyperm
arkets) 

(see Table 1).

D
ata on num

ber and retail area of superm
arkets 

and 
hyperm

arkets 
are 

considered 
in 

relation 
to population. in the period from

 1988 to 2006, 
num

ber and retail area of superm
arkets per 1,000 

inhabitants in Italy increased in a continuous and 
gradual w

ay. In particular, num
ber of superm

arkets 
per 1,000 inhabitants increased, in Italy, from

 0.05 
in 1988 to 0.15 in 2006, in S

outhern italy, from
 0.03 

in 1988 to 0.11 in 2006, and, in a
pulia region from

 
0.02 in 1988 to 0.11 (see Figure 3). r

etail area 
of superm

arkets per 1,000 inhabitants increased, 
in italy, from

 40 square m
eters in 1988 to 128 in 

2006, in S
outhern italy, from

 21 in 1988 to 88 in 
2006, and, in a

pulia region, from
 16 in 1988 to 76 

(see Figure 4).

N
um

ber of hyperm
arkets per 1,000 inhabitants 

increased, in italy, from
 0.001 in 1988 to 0.008 in 

2006, in S
outhern italy, from

 0.001 in 1988 to 0.005 
in 2006, and in A

pulia region from
 0 in 1990 to 

0.005 in 2006, thus dem
onstrating a relevant gap 

in relation to the national data (see Figure 5). D
ata 

related to retail area of hyperm
arkets per 1,000 

inhabitants confirm
 that, in 2006, A

pulia region has 
a higher level (44.8 square m

eters) than that of 
S

outhern Italy regions (31.9 square m
eters), and 

slightly low
er than that of Italy (51.0) (see Figure 

6).  

In 2006, A
pulia region has the highest percentage 

of num
ber and sales area of hyperm

arkets, as 
com

pared w
ith data related to the other seven 

regions of S
outhern Italy (see Table 2). 

Figure 5: N
um

ber of H
yperm

arkets/1,000 Inhabitants in Italy, in Southern Italy and in A
pulia 

R
egion from

 1988 to 2006

S
ource: E

laboration of data provided by N
ational O

bserver on Trade (O
sservatorio N

azionale sul C
om

m
ercio) and IS

TAT.

Figure 6: R
etail A

rea of H
yperm

arkets/1,000 Inhabitants in Italy, in Southern Italy and in A
pulia 

R
egion in 2006

S
ource: E

laboration of data provided by N
ational O

bserver on Trade (O
sservatorio N

azionale sul C
om

m
ercio) and IS

TAT.

In 2006, A
pulia is also the Italy region w

ith the 
higher sales area of hyperm

arkets: the average 
surface area in A

pulia increased in a relevant 

m
anner, going from

 0 square m
eters in 1990 to 

9,131 square m
eters in 2006. 
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Table 2: N
um

ber and R
etail A

rea of H
yperm

arkets in Southern Italy in 2006

S
ource: E

laboration of data provided by N
ational O

bserver on Trade (O
sservatorio N

azionale sul C
om

m
ercio).

Figure 7: Average R
etail A

rea of H
yperm

arkets in Italy, in Southern Italy and in A
pulia R

egion

S
ource: E

laboration of data provided by N
ational O

bserver on Trade (O
sservatorio N

azionale sul C
om

m
ercio).

C
orrelation A

nalysis

S
tatistical analysis has been carried out through 

correlation analysis betw
een a specific indicator 

of the large retailing sector and m
acroeconom

ic 
factors. To obtain a unique variable for the large 
retailing 

sector, 
both 

for 
superm

arkets 
and 

hyperm
arkets, 

the 
data 

relative 
to 

the 
selling 

area/1,000 
inhabitants 

w
ere 

considered. 
This 

indicator 
is 

m
ore 

able 
than 

their 
num

erical 
consistency to capture the pressure exerted by 
the large retailing sector on the local econom

ic 

environm
ent. Furtherm

ore, the data relative to 
superm

arkets and hyperm
arkets sales areas w

ere 
considered to obtain a unique indicator of the 
w

eight of the tw
o form

s of large retailing sector.

The correlation betw
een the synthetic indicator of 

large retailing sector – selling area/1,000 inhabitants 
of superm

arkets and hyperm
arkets – and the eight 

variables exam
ined – G

D
P, consum

ption, value 
added and investm

ents in agriculture, industry, 
services and the sub-sectors of food, trade and 
transports – m

ust be interpreted as a sim
ple 

m
easure of linear dependence betw

een X
 and Y 

(S
tock and W

atson 2006) (see Table 3). 

R
esults of correlation analysis show

ed that, in 
Italy, developm

ent of large retailing form
ats has a 

high correlation w
ith G

d
P (r = .75, p < .05), per-

capita household consum
ption (r = .74, p < .05), 

value added in industry (r = . 67, p < .05), in food 
(r = . 45, p < .05), in services (r = . 66, p < .05), in 
trade (r = .67, p < .05), and in transports (r = .61, 
p < .05). Furtherm

ore, it is correlated w
ith industry 

investm
ents (r = .70, p < .05), food investm

ents 
(r = .44, p < .05), services investm

ents (r = .59, 
p < .05), trade investm

ents (r = .68, p < .05), 
and transports investm

ents (r = .44, p < .05). in 
S

outhern Italy regions, increase of new
 retailing 

form
ats is highly correlated w

ith G
D

P (r = .92, p < 
.05), per-capita household consum

ption (r = .94, 
p < .05), value added in agriculture (r = .92, p < 
.05), in services (r = .95, p < .05), in trade (r = 
.89, p < .05), and in transports (r = .92, p < .05). 

M
oreover, it is positively correlated w

ith industry 
investm

ents (r = .44, p < .05), food investm
ents 

(r = .91, p < .05), services investm
ents (r = .64, 

p < .05), trade investm
ents (r = .74, p < .05), and 

transports investm
ents (r = .93, p < .05), and 

inversely correlated w
ith value added in industry 

(r = –.72, p < .05) and agriculture investm
ents (r = 

–.47, p < .05). r
esults also show

ed that, in a
pulia 

region, developm
ent of super- and hyper-m

arkets 
has an im

portant correlation w
ith G

d
P (r = .98, p < 

.05), per-capita household consum
ption (r = .98, p 

< .05), value added in industry (r = . 57, p < .05), in 
services (r = . 99, p < .05), in trade (r = .98, p < .05), 
and in transports (r = .98, p < .05). Furtherm

ore, it 
is positively correlated w

ith agriculture investm
ents 

(r = .84, p < .05), services investm
ents (r = .71, p 

< .05), trade investm
ents (r = .92, p < .05), and 

transports investm
ents (r = .90, p < .05), w

hereas 
it is negatively correlated w

ith value added in food 
(r = –.51, p < .05).

Tab. 3: C
orrelation A

nalysis of the C
onsidered Variables

S
ource: E

laboration of data provided by the N
ational O

bserver on Trade (O
sservatorio N

azionale sul C
om

m
ercio) and the Italian 

Institute of S
tatistics (Istituto Italiano di S

tatistica, IS
TAT).
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D
iscussion 

In 
Italy, 

the 
large 

diffusion 
of 

new
 

retailing 
form

at in the last 20 years has contributed to the 
m

odernisation of the retailing food sector, w
hich 

show
s a m

ore intense level of m
arket concentration. 

The beginning and grow
th of superm

arkets and 
hyperm

arkets and the subsequent decline of sm
all 

independent retail sector, as occurred in other 
countries (B

aron et al. 2001; C
oca-S

tefaniak et 
al. 2005; G

ordon and W
alton 2000; P

eston and 
e

nnew
 1998),   allow

ed a
pulia region to overcom

e 
the initial backw

ardness and to be aligned, in 
2006, w

ith Italy and S
outhern Italy regions. W

hile 
superm

arkets w
ere equally installed from

 a long 
tim

e in Italy and its S
outhern area, on the contrary, 

hyperm
arkets can be considered a new

 and a 
not hom

ogeneously diffused retailing form
at. In 

S
outhern Italy regions hyperm

arkets appeared 
only in recent tim

es, and, in particular, in A
pulia 

region the first hyperm
arket w

ere launched in 
1991. 

R
esults obtained show

ed that A
pulia region has 

follow
ed a distinctive m

odel of developm
ent of 

large retailing w
ith respect to Italy and the other 

S
outhern regions. S

pecifically, w
hereas num

ber 
and 

retail 
area 

of 
superm

arkets 
per 

1,000 
inhabitants in the considered regions im

proved 
constantly in the period 1988-2006, cum

ulative 
num

ber of superm
arkets increased m

ore in A
pulia 

region than in the rest of the country, w
ith the 

annual average grow
th rate equal to 6%

 in Italy 
and in S

outhern italy and to 8%
 in a

pulia region. 
C

onsidering 
hyperm

arkets, 
analysis 

illustrated 
that, notw

ithstanding A
pulia region registered even 

now
 a significant gap in relation to the national data 

concerning num
ber of hyperm

arkets per 1,000 
inhabitants, their cum

ulative num
ber increased 

constantly in the considered period, and their 
average annual grow

th rate is significantly high for 
A

pulia region (11%
), as com

pared w
ith the sam

e 
rate related to Italy (6%

). M
oreover, in 2006, A

pulia 
region has the highest percentage of num

ber 
and sales area of hyperm

arkets of S
outhern Italy 

regions, and has also hyperm
arkets w

ith the highest 
sales area in Italy (9,131 square m

eters in 2006, 
and in 1991, w

hen the first hyperm
arket appeared 

the m
ean retail area w

as equal to 4,796 square 
m

eters). These results corroborate the grow
ing 

trend of m
arket share of new

 retailing form
at in 

the food sector: w
hile in 1996 superm

arkets and 
hyperm

arkets had a w
eight equal to 50,2%

  in 
relation 

to 
traditional 

stores 
(49,8%

), 
in 

2006 
they had a w

eight equal to 70,2%
, as com

pared 

w
ith traditional stores (29,8%

) (a
C

N
ielsen). M

ost 
likely, consum

ers appreciate the value of large 
retailing form

ats, and, specifically, advantages of 
hyperm

arkets such as free adm
ission, low

 prices, 
extensive assortm

ent of food products, advertising 
and 

several 
additional 

services 
(free 

parking, 
delivery, free bars) (C

liquet 2000; Farhangm
ehr, 

M
arques and S

ilva 2001). 

R
elevant 

differences 
have 

em
erged 

in 
Italy, 

its 
S

outhern 
area 

and 
A

pulia 
region 

in 
the 

relationships betw
een the diffusion of new

 retailing 
form

at – superm
arkets and hyperm

arkets – and 
som

e econom
ic indicators, such as investm

ents 
and value added obtained in the observed areas 
and in specific sectors. The results show

ed that 
the diffusion of super- and hyper-m

arkets in a
pulia 

region is m
ore correlated w

ith G
d

P and per-capita 
household consum

ption (r = .98, p < .05) than 
in the rest of the country (r = .74, p < .05). this 
higher association characterising the A

pulia region 
seem

s to be connected w
ith a sim

ilar correlation 
pattern em

erged for added value in services, in 
general, (r = .99, p < .05) and in transport and 
trade, in particular (r = .98, p < .05), w

hile it seem
s 

to be in contrast w
ith the correlations em

erged for 
value added in agriculture and the food sector. 
M

ore 
specifically, 

the 
results 

show
ed 

a 
low

 
correlation betw

een the presence of super- and 
hyper-m

arkets and the value added in agriculture 
in A

pulia region (r = .16, p < .05) and in Italy (r 
= .11, p < .05), w

hile the sam
e correlation w

as 
high in the S

outh of Italy (r = .92, p < .05). A
t the 

sam
e tim

e, the correlation betw
een the diffusion of 

super- and hyper-m
arkets and the investm

ent level 
in agriculture w

as higher in the A
pulia region (r = 

.84, p < .05) com
pared w

ith that em
erged for italy 

(r = .11, p < .05), w
hile the sam

e correlation w
as 

negative for the S
outhern regions (r = –.47, p < 

.05). M
oreover, a negative correlation betw

een the 
diffusion of these retailers in the A

pulia region and 
the value added in food-beverages-tobacco (r = 
–.51, p < .05) w

as registered, w
hile this correlation 

w
as slightly positive in the S

outh of italy (r = .24, 
p < .05) and positive in the rest of the country (r = 
.45, p < .05).

The difference found in the relationship betw
een 

the diffusion of new
 retailing form

ats and the value 
added in agriculture and in food-beverages-tobacco 
sector am

ong the different geographical contexts 
revealed that in A

pulia region investm
ents am

ong 
farm

s do not assure a sustainable com
petitive 

advantage and the access to the super- and hyper-
m

arket supply chain, either as local producers are 

not capable of selling their products to this local 
point-of-sales, or do not obtain a sufficient m

argin 
of profit. 

P
olicy 

im
plications 

derive 
from

 
this 

research. 
The obtained results suggest that encouraging 
production investm

ents am
ong farm

s m
ay be not 

enough to enable them
 to achieve a sustainable 

com
petitive 

advantage 
to 

access 
super- 

and 
hyper-m

arkets’ supply chain. local adm
inistrations 

are recom
m

ended to intervene in establishing 
conditions that encourage netw

orking activities at 
different levels. First, specific agreem

ents am
ong 

farm
s (such as consortia) for the developm

ent 
of region-of-origin brands m

ight im
prove farm

s’ 
im

age and the perceived quality of their products 
tow

ards these retailers. S
econd, other agreem

ents 
m

ight be established am
ong farm

s, food firm
s and 

large form
at retailers in order to assure a price 

system
 that re-allocate profits am

ong parties m
ore 

hom
ogeneously.    

in this sense, the research m
ight confirm

 the age-
old problem

s asserted by farm
s – not only regional 

ones – concerning the econom
ic harm

s caused by 
the so called “long retailing channel” adopted by 
large retailers, intended as the logistic supplying 
chain w

ith the suppliers of agricultural products 
localised kilom

etres aw
ay from

 the selling points. 
In that respect, m

arket globalisation – extended 
to fresh food products – allow

s superm
arkets 

and hyperm
arkets to select agricultural products 

am
ong a w

ide set of possibilities. M
oreover, it 

pushes a cost-driven com
petition am

ong suppliers 
and leads to low

er returns. The pow
er exerted by 

m
odern trade in the channel retail – as docum

ented 
in the literature (A

ilaw
adi 2001; B

uzzell, Q
uelch 

and S
alm

on 1990) – m
ight frustrate those public 

policies intended to prom
ote the developm

ent 
of  regional agricultural sectors and based on 
investm

ent-oriented subsidies and grants.

Lim
itations and Future R

esearch
A lim

itation of the present study derives from
 

the difficulty of collecting the data, as in retailing 
studies the need of updated data is only partially 
fulfilled by the official statistical sources. Files 
and data m

ade available by different institutions 
(M

inistero delle A
ttività P

roduttive, Infocam
ere, 

Istat) 
are 

often 
incom

plete, 
inharm

onious 
and 

referred 
to 

different 
criteria 

w
hen 

surveying 
heterogeneous selling points. For these reasons, 
backw

ardness picture of the Italian retailing sector 

is 
partly 

due 
to 

the 
excessive 

fragm
entation 

and 
discordance 

of 
available 

data 
(G

ism
ondi 

and G
iorgi 2002). The analysis conducted on 

superm
arkets and hyperm

arkets data has also 
highlighted the follow

ing problem
s: i) even though 

the classification criterion based on the selling 
area is the m

ost exploited (O
sservatorio N

azionale 
sul C

om
m

ercio, a
C

-N
ielsen, ir

i-infoscan), it is not 
com

m
on to all the studies and is not a param

eter 
used by IS

TAT (M
arbach et al. 2002); ii) the sim

ple 
data 

relative 
to 

the 
num

erical 
consistency 

of 
retailers diverges according to different sources 
and em

pirical studies; iii) the m
ost reliable source, 

the 
O

sservatorio 
N

azionale 
sul 

C
om

m
ercio, 

provides discontinuous data (for exam
ple, the data 

collection on the num
erical consistency of retailers 

has been interrupted in 1996 and started again 
in  2000); and iv) the first data on hyperm

arkets 
– collected by the O

sservatorio – are available 
from

 1988, w
hile for the previous years they are 

included in the data for superm
arkets.

Future research w
ill try to broaden the analysis 

presented in this paper, by considering further 
territorial areas and food retailing channels. The 
present research is based on the assum

ption that 
only superm

arkets and hyperm
arkets localised in 

adm
inistrative regional areas characterise and affect 

the targeted local econom
ies and their production 

structure. A
s a m

atter of fact, investm
ents and 

regional value added m
ight depend, am

ong other 
variables, on large resellers located in w

ider areas 
– i.e. m

acro-regions, national and international 
areas – or on new

 retailing form
ats – i.e. e-

com
m

erce. In the m
odern m

arket, characterised 
by the globalisation of trade and econom

ies, m
any 

producers are active not only in local m
arkets, but 

they can distribute their products outside regional 
an national borders. Furtherm

ore, e-com
m

erce 
– 

the 
purchasing, 

selling, 
and 

exchanging 
of 

goods and services on the Internet, especially 
on the w

orld w
ide w

eb – and its m
ain categories, 

such as B
2B

 (business-to-business) – com
panies 

doing business w
ith each other – B

2C
 (business-

to-consum
er) – com

panies selling to the general 
public – C

2B
 (consum

er-to-business) – individuals 
offering goods and services to com

panies – and 
C

2C
 

(consum
er-to-consum

er) 
– 

transaction 
betw

een consum
ers on w

eb sites offering auctions 
and forum

s – could have an im
pact on value added 

and on investm
ents. 

Finally, 
future 

research 
w

ill 
try 

to 
extend 

the 
analysis presented in this paper by taking into 
account and deepen the nature of the link am

ong 
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large retailing, investm
ents and value added, and 

the coexistence of other explanatory variables, 
such 

as 
infrastructures, 

m
orphology 

and 
local 

social structures (IR
E

S
 2002).

C
onclusions

this study show
s that the diffusion of super- 

and hyper-m
arkets differently interact w

ith som
e 

im
portant local developm

ent variables, i.e. value 
added and investm

ents, observed over a 19-year 
period in the A

pulia region, S
outh of Italy, and the 

rest of the country. Local adm
inistrations should 

intervene for encouraging netw
orking activities, 

such as consortia am
ong farm

s for the developm
ent 

of region-of-origin brands, and agreem
ents am

ong 
producers and retailers in order to assure a price 
system

 that could re-allocate profits am
ong parties 

in a m
ore hom

ogenous w
ay.
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A
bstract

Increasingly dynam
ic and com

petitive m
arketing 

environm
ent places new

 dem
ands on retailers. 

D
uring the last tw

o decades retail sector has 
undergone 

through 
a 

trem
endous 

changes 
fuelled by innovative m

anagem
ent thinking and 

developm
ent 

of 
technology. 

R
etail 

com
panies 

that developed and/or adopted innovations faster 
gained com

petitive edge that enabled them
 to 

grow
 faster and outperform

 the com
petition. The 

m
ajor changes in the sector included increase 

in m
arket concentration, shift of pow

er in the 
channels of distribution, m

ergers and acquisitions, 
increased internationalization, w

idespread use of 
technology and innovative m

arketing concepts in 
the area of store form

ats, m
erchandising, category 

m
anagem

ent, E
C

R
, loyalty schem

es, branding 
and so on. In the m

idst of econom
ic crisis that 

globally prevails, at the tim
e w

hen retail consum
er 

spending had dropped sharply in m
any countries, 

innovations m
ay prove to be fundam

ental fuel for 
further retail grow

th. The focus on efficiency of 
operating form

ats or even new
 retailing m

odels 
m

ight becom
e the prim

e objective and thus lead to 
replacem

ent of less efficient operating m
odels and 

further and faster restructuring of the sector. The 
internationalization of C

roatian retail m
arket in a 

last decade led to faster diffusion of innovation and 
caused high concentration of the m

arket. In this 
paper connection betw

een retail innovations and 
m

arketing perform
ance of the C

roatian retailers 
has been em

pirically investigated paw
ing the w

ay 
for objective forecasting of future trends in the 
C

roatian retailing. 

K
ey 

w
ords: 

retailing, 
m

arketing, 
innovation, 

C
roatia

P
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m
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P
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Introduction – E
ffects of innovation on 

business perform
ance

D
uring the last tw

o decades m
any researchers 

pointed 
tow

ard 
innovation 

as 
a 

m
eans 

to 
create 

and 
m

aintain 
sustainable 

com
petitive 

advantages. Innovation is therefore considered a 
fundam

ental com
ponent of entrepreneurship and 

a key elem
ent of business success (Johannessen, 

O
lsen &

 Lum
pkin, 2001). D

ynam
ics of m

arketing 
environm

ent 
driven 

by 
technological 

progress 
and inform

ation abundance creates continuous 
changes in know

ledge levels and availability thus 
crating new

 disequilibrium
 situations and therefore, 

new
 profit opportunities or gaps. S

hifts in the 
nature of consum

er dem
and and increased global 

com
petition dem

ands that retail com
panies focus 

on being innovative in order to create and sustain 
com

petitive advantage. The grow
ing im

portance 
of innovation is reflected in a dram

atic increase 
in literature that addresses the role and nature of 
innovation. In spite of this increase and resulting 
vibrancy w

ithin the field, prior research has not 
yielded a w

idely-held consensus regarding the 
definition of innovation as w

ell as good m
easures 

of 
innovation. 

W
ithout 

adequate 
m

easures, 
theory developm

ent is im
peded and it becom

es 
difficult to suggest appropriate interventions for 
firm

s seeking to pursue innovation. N
early every 

definition of innovation focuses on the concept 
of new

ness. Innovative activities in organization 
m

ight be connected tow
ard new

 products, new
 

services, new
 m

ethods of production, opening 
of new

 m
arkets, new

 sources of supply and new
 

w
ays 

of 
organizing. 

M
ost 

of 
the 

w
idely-used 

definitions of innovation focus on novelty and 
new

ness. For exam
ple, the E

uropean C
om

m
ission 

G
reen paper on innovation defines innovation 

rather broadly as a synonym
 for “the successful 

production, assim
ilation and exploitation of novelty 

in the econom
ic and social spheres” (E

uropean 
C

om
m

ission, 1995, p. 9). N
ohria and G

ulati (1996) 
defined innovation to include any policy, structure, 
m

ethod or process, or any product or m
arket 

opportunity that the m
anager of an innovating 

unit perceives to be new
. D

am
anpour defined 

innovation as “the generation, developm
ent, and 

adaption of novel ideas on the part of the firm
” 

(1991, p. 556), and Zaltm
an et al. defined it as “any 

idea, practice, or m
aterial artefact perceived to be 

new
 by the relevant unit of adoption” (1973, p. 10). 

K
otler for m

arketing purposes defines innovation 
“as any good, service or idea that is perceived by 
som

eone as new
” (K

otler &
 K

eller, 2006). Innovation 
is perhaps best described as a pervasive attitude 
that allow

s businesses to see beyond the present 
and create a future vision (K

uczm
arski, 2003). 

Innovation is alm
ost alw

ays inseparable from
 risk. 

A
lthough innovation is perceived as potentially 

pow
erful, m

any organizations are actually averse 
to the type of aggressive investm

ents it usually 
requires and that is particularly true for retailers. 
H

ow
ever, 

due 
to 

the 
consolidation, 

saturation 
and enhanced efficiency in retail it is obvious that 
cost-cutting strategies can not be a successful 
base for indefinite tim

e period. The increm
ental 

benefits of stream
lining processes, reducing the 

w
orkforce and decreasing unit costs are in m

ost 
cases lim

ited. To gain real com
petitive advantage, 

the focus of innovation m
ust be on developing 

new
 m

arket practices and products and in retail 
this often m

eans - new
 retail form

ats. H
ow

ever, 
m

ost 
approaches 

to 
innovation 

autom
atically 

assum
e that increased innovativeness leads to 

im
proved organizational perform

ance. Thus m
ore 

attention has been focused on innovativeness 
than on innovation perform

ance. S
om

e recent 
em

pirical evidence questions uncritical optim
ism

 
that surrounds innovation as driver of business 
perform

ance. 

The rapid grow
th in inform

ation and com
m

unication 
technologies over the past 20 years has been a 
m

ajor driver in the grow
th of service industries and 

continues to be m
ain engine for innovation w

ithin 
the retail sector (E

D
I, E

C
R

, C
M

, etc.)(C
hapm

an, 
S

oosay &
 K

andam
pully, 2003). R

etail organizations 
are redesigning their structures and relationships 
and 

creating 
know

ledge 
netw

orks 
to 

facilitate 
im

proved com
m

unication of data, inform
ation and 

know
ledge, 

w
hile 

im
proving 

their 
coordination, 

decision m
aking and planning. These new

 internal 
and external relationships are based on advanced 
IC

T technology and are in line w
ith the new

 
business paradigm

. There are num
erous benefits 

to be gained by retailers from
 increased know

ledge 
sharing. These include: achievem

ent of greater 
efficiency, increased custom

er satisfaction, better 
strategic planning, m

ore flexibility and adaptation to 
m

arket changes, im
proved decision m

aking, rapid 
and flexible assortm

ent m
anagem

ent, and other 
benefits leading to rapid innovation capabilities. 

M
ain trends in the C

roatian retail m
arket

C
roatian 

retail 
sector 

represents 
quite 

vibrant 
sector of national econom

y. Trends of increasing 
concentration can be observed on annual basis. In 
the last five years total num

ber of shops declined 
by alm

ost 10%
. That is m

ostly attributed to the 
decrease of sm

all shops (up to 100m
2) w

hich 
decreased 20%

 w
hile larger shops increased in 

num
bers. in year 2008 hyper and superm

arkets 
reached 3.6%

 in total num
ber of shops. H

ow
ever, 

their m
arket share as a form

at accounted to 45%
 

in 2008 w
hich is a 9%

 increase in com
parison to 

the year 2005 as seen from
 the graphs bellow

. 
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G
raph 1: Share by num

ber of different retail form
ats in C

roatia in %

G
raph 2: Share of revenues by different retail form

ats in C
roatia in %

S
ource: a

C
 N

ielsen C
roatia, 2008.

Top five retailers held total m
arket share of 55%

 
in year 2005 but it w

ent up to 64%
 in the year 

2008 (figure 1). M
any surveys conducted so far 

indicate that custom
ers are trying to reduce the 

frequency of shopping errands, to concentrate 
their 

purchases 
and 

increase 
their 

supply 
of 

goods at hom
e. B

eside this, the latest trends 
are tow

ards building m
odern shopping centres 

that 
provide 

various 
shopping 

am
enities 

and 
entertainm

ent under a single roof. They are also 
becom

ing places for gathering and social contact. 
Total num

ber of FM
C

G
 stores decreased and at 

the sam
e tim

e selling space has been increased 
due to the opening of larger store form

ats. Large 
international retailers such as M

etro, R
ew

e, Lidl as 
w

ell as regional chains such as Ipercoop, S
par and 

M
ercator has set up new

 standards and increased 
com

petitive pressure on the C
roatian m

arket. This 
in turn lead to the consolidation of FM

C
G

 retailing 
in C

roatia and several national retailers em
erged 

through organic grow
th, m

ergers and acquisitions 
and form

ation of cooperative groups (tom
ašević 

&
 P

alić, 2007). O
bviously, a large num

ber of the 
sm

all independent stores and som
e of the regional 

chains could not endure the com
petition and w

ent 
out of business. This in turn led to the increase 
in m

arket concentration. C
roatian national retail 

chain K
onzum

 in the observed period m
ore than 

doubled num
ber of its retail outlets – to present 

650 stores in various form
ats ranging from

 sm
all to 

hyperm
arkets and since the year 2005 it increased 

its sales figures from
 8.51 billon k

n (1.14 bil.e
uro) 

to 10.88 billion k
n (1.5 bil.e

uro) in the year 2008 
m

aking it three tim
es larger in com

parison to the 
largest com

petitor (Fina, 2009).

Increasingly com
petitive environm

ent and m
arket 

concentration led tow
ard increased efficiency of 

the retail operations. A
t the beginning, m

ajority 
of retailers fuelled fast grow

th in order to reach 
econom

ies of scale w
hich are of great im

portance 

especially in supply, distribution, and retail netw
ork 

branching part of operations. H
ow

ever, once the 
basic organizational requirem

ents have been m
et 

application of the m
odern m

arketing practice and 
m

arketing innovation becom
e tool that m

ight prove 
to be of significant influence for a future distribution 
of 

the 
m

arket 
share 

am
ong 

top 
com

petitors. 
M

arketing offer appealing to the custom
er consists 

of various techniques and tools that are used in 
order to attract custom

er to the store, to keep 
him

 in the store and encourage positive buying 
behaviour and appropriate level of satisfaction 
and thus loyalty. M

arketing offer of the top retailers 
today is radically different in com

parison to that of 
a decade or tw

o ago. U
nder such circum

stances 
shopping behaviour and patterns of the consum

ers 
have 

also 
changed. 

S
om

e 
of 

the 
changing 

patterns include: frequency of shopping, value of 
single purchase, preferred m

ethod of paym
ent, 

level of services required, types of assortm
ent 

needed, relative location in com
parison to place 

of residence, etc. Average C
roatian consum

er 
today is m

ore likely to use car in order to go to the 
store, everyday sm

all food purchases have been 
replaced w

ith the larger purchases on w
eekly or 

m
onthly basis. Furtherm

ore, tim
e spent on those 

purchases 
is 

longer 
and 

volum
es 

purchased 
larger. The structure of spending is also changing, 
follow

ing the E
uropean trends. M

edium
 segm

ent is 
yielding to the increased share of prem

ium
 brands 

on the one side and discounted products on the 
other side. Furtherm

ore there is a steady increase 
in significance of private labels as seen from

 the 
follow

ing graph. This is due to the increase in 
m

arket concentration, increase in com
petition and 

econom
ic crisis. A

ll m
ajor retailers in C

roatia offer 
ow

n private label and also Lidl’s entrance on the 
C

roatian m
arket contributed tow

ard the m
entioned 

trend as w
ell.
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Figure 1: Top 5 retailers in C
roatia by financial m

easures

S
ource: G

fk
 C

roatia – C
onsum

er tracking – M
arket share in C

roatian retail sector, 2008

G
raph 3: Private label share in C

roatian FM
C

G
 retail m

arket

S
ource: G

fk
 C

roatia – C
onsum

er tracking, 2008

E
m

pirical research of effects of retail 
form

at innovations
C

hanging nature of retail form
ats plays significant 

role w
ithin a retail innovations. W

inning form
ats 

em
erge from

 an opportunistic and increm
ental 

process, 
som

etim
es 

based 
m

ore 
on 

intuition 
than rational analysis. W

hilst som
e successful 

form
ats can, and do, em

erge from
 structured 

business m
odels, there is a need to recognise 

the creative tension betw
een m

arket and finance 
led approaches to form

at innovation. Increm
ental 

evolution m
akes it hard – and, from

 retailer’s point 
of view

, often undesirable – to set a form
at in stone. 

S
om

e retail form
ats em

erge, evolve and die m
uch 

m
ore quickly than, for exam

ple, developers or the 
shopping centre industry can respond to create, 
refurbish or reconstruct supporting infrastructure 
(P

alić, 
2008). 

S
om

e 
retailers 

and 
consum

er 
service com

panies argue that the constraint on 
com

petition and innovation in retail form
ats from

 
conservatism

 in building, renting and m
anagem

ent 
policies m

ay to an extent be beneficial in that it 
excludes tenants w

hose form
ats are not tried, 

tested and “recognised”. B
ut, this can also lead 

to uniform
atization of shopping centres w

hich is 
not alw

ays attractive to consum
ers. S

om
e of the 

trends in developing innovative form
ats include; 

drive to larger scale of selling space, volatility in 
scale, rise in speciality form

ats, and trends tow
ard 

value, 
not 

discount 
retailing 

(R
eynolds 

et 
al, 

2007). A
s a part of w

ider research w
hose goal w

as 
to investigate the effects of retail innovation on 
consum

er behaviour w
e choose to present in this 

paper som
e interesting findings about how

 different 
(innovative) form

ats such as hyperm
arkets or hard 

discounters in contrast to classical convenience 
stores 

influence 
consum

er 
behaviour 

on 
the 

sam
ple 

of 
C

roatian 
custom

ers. 
R

esearch 
has 

been conducted by m
ethod of observation w

ithout 
asking any questions to the custom

ers but rather 
observing their purchasing behaviour. O

bservations 
took place on M

ay 16th 2007 on 66 retail locations 
in Zagreb area. A pair of trained observers has 
been assigned to each retail location (store) – total 
of 132 observers. S

tore sam
ple has been m

ade 

by random
 sam

pling of retail locations from
 the 

A
C

N
ielsen database w

ith the focus on Zagreb area 
and proportional quota representation of different 
store form

ats. The purpose of this research w
as to 

investigate shopping behaviour of consum
ers and 

target segm
ents that purchase in different retail 

form
ats, type of shopping, duration of shopping 

and other variables connected to the level of 
innovativeness of a particular retail form

at. In the 
rem

ainder of this paper only the m
ost significant 

findings are presented. O
bserved sam

ple counted 
653 consum

ers on 66 retail locations in Zagreb. 
Fem

ale 
shoppers 

represented 
56.29%

 
and 

m
ale 43.71%

 of the sam
ple. S

am
ple distribution 

according to form
at type can be observed in the 

table 1.

S
am

ple of custom
ers has been under observation 

on 25 different retail com
panies of w

hich 12 are 
larger retail chains that operate in C

roatian m
arket 

and the rest w
ere sm

all independent shops.

Table 1: Sam
ple distribution according to the size of retail establishm

ent
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Table 2: R
etail com

panies w
here custom

er behaviour has been investigated

S
om

e of the consum
er’s independent variables 

such 
as 

gender 
and 

accom
panying 

persons, 
type of transport to the store, type of purchase 
and 

duration 
of 

shopping 
have 

been 
tracked 

and recorded. M
ost of subjects have been alone 

(71.6%
) in the shopping w

hich is not a surprise 
as observations took place during w

orking day 
w

hen large fam
ily purchases are not so frequent 

as during the w
eekends as show

n in the follow
ing 

figure. 

E
ven though large num

ber of observed consum
ers 

w
alked to the observed stores (52,1%

), if it is taken 
into account large num

ber of sm
all stores, day of 

the w
eek and sm

all purchases then there are still 
significant num

ber of shoppers w
ho com

e by car 
(23,3%

) as described in the table bellow
.  

S
hare of large purchases is relatively low

 (only 
5.5%

) w
hich can be explained by observation date 

i.e. during the w
orking day w

hen em
ployed people 

are usually w
orking as w

ell as w
ith a large sam

ple 
of sm

aller convenience stores w
hich are used 

dom
inantly for sm

all purchases.  

O
ne of the key indicators connected w

ith the 
higher retail sales revenues represents average 
tim

e consum
ers spend in a particular store, or 

average shopping tim
e. In our sam

ple of 652 
consum

ers average (arithm
etic m

ean) tim
e spent 

in shopping w
as        x =12.40 m

inutes (s=12.806), 
and a m

edian value w
as 8 m

inutes. a
s noted in 

the graph that follow
s the m

ost frequencies w
as 

betw
een 2 and 10 m

inutes w
hich can be explained 

by the prevailing num
ber of sm

all purchases in 
observed sam

ple. 

Figure 2: O
bserved in shopping w

ith

Table 3: M
eans of transport in order to reach the store

Table 4: Type of purchase on observed sam
ple
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G
raph 4: Frequencies of tim

e spent shopping

Table 5: Average shopping tim
e in contrast to the size of retail store

A
fter further analysis of data it is possible to gain 

deeper insight into connection betw
een different 

variables. B
ivariate analysis show

ed that m
ale 

custom
ers spent on average 11.29 m

in. (s=12.02) 
in shopping w

hile fem
ale custom

ers spent on 
average 13.27 m

in. (s=13.34) w
hich is on average 

12%
 

longer 
than 

duration 
of 

m
ale 

shopping. 
B

ivariate analysis pointed out that shopping tim
e 

is significantly connected w
ith the form

at, i.e. 
size of selling space as noted from

 the table that 
follow

s in w
hich size of the store is com

pared to 
the tim

e spent shopping. It is possible to conclude 
that average shopping tim

e in large form
at is 

significantly longer. A
s an extrem

e exam
ple it is 

possible to com
pare average shopping tim

e in 
hyperm

arkets w
hich is around 650%

 longer than 
average shopping tim

e in the sm
allest form

ats.  

A
lso there is a significant statistical connection 

betw
een 

size 
of 

the 
store 

and 
m

eans 
of 

transportation to reach the store. To large stores 
consum

ers arrived dom
inantly by cars P

earson 
correlation 

confirm
s 

m
entioned 

significance 
(r=0.171, p<0.01). 

G
raph 5: M

eans of transport to the store in com
parison to the retail form

at 

C
ross 

tabulation 
of 

variables 
“shop 

size” 
and 

“shopping w
ith” show

ed that large store form
ats 

are m
ore often visited together w

ith the w
hole 

fam
ily and friends w

hile sm
all shopping form

ats 
are frequent destination for “solo” shopping. H

i-
kvadrat test (χ2 = 30.667, df=12, p=0.002, w

ith 
sig 

p<0.05) 
confirm

s 
statistical 

significance 
of 

difference betw
een size of shop and persons 

that accom
pany. A

nalysis of average tim
e spent 

shopping show
ed that purchases that involved 

w
hole fam

ily lasted the longest (32.8 m
in, s = 

28.808), a solo shopping had the shortest average 
duration (10.28 m

in, s = 10.140). it can be stated 
from

 the data that shopping w
ith the w

hole fam
ily 

on average lasted 320%
 longer in com

parison w
ith 

shopping alone. B
ut it is im

portant also to take into 
account the type of shopping situation as it also 
affects tim

e spent shopping as w
ell as som

e other 
variables. 

Fem
ale consum

er on average spent m
ore tim

e 
(13.27 m

in) than m
ale (11.29 m

in.), except w
hen 

m
ale 

consum
ers 

w
ent 

shopping 
alone 

w
ith 

children w
here average tim

e w
as 21.82 m

inutes in 
com

parison to the fem
ale tim

e of 15.62 m
inutes.

It is interesting to com
pare this results w

ith a 
research of U

nderhill (p 100, 2006) that took place 
in the U

S
A w

here as an averages for national 

FM
C

G
 retail chain w

ere obtained the follow
ing 

results: 

Fem
ale shopping w

ith other fem
ale: 8 m

inutes, 
15 seconds

Fem
ale shopping w

ith kids: 7 m
in., 19 sec.

Fem
ale shopping alone: 5 m

in., 2 sec.

Fem
ale shopping w

ith m
ale: 4 m

in., 41 sec.

S
im

ilar results have been obtained in our research. 
W

hen cross tabulating only fem
ale shopper their 

com
pany and tim

e spent in store, results are 
follow

ing sim
ilar pattern:

Fem
ale shopping friend: 17 m

in., 82 sec.

Fem
ale shopping w

ith kids: 15 m
in., 62 sec.

Fem
ale shopping alone: 11 m

in., 9 sec.

A
nalysis of average tim

e spent in shopping and 
size/form

at of retail store shoves direct dependence 
w

ith correlation betw
een size of store and tim

e 
spent shopping of r = 0.599, p<0.01, and it can be 
characterized as statistically significant and w

ith 
quite strong intensity.  

•••••••
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Table 6: Average (m
ean) tim

e spent in shopping according to the accom
panying persons 

Table 7: Average tim
e in m

inutes spent shopping according to the gender and com
pany

Table 8: Average tim
e spent shopping in regard to the store size/form

at

Table 9: C
orrelation betw

een store size and tim
e spent shopping

** C
orrelation is significant at the 0.01 level (2-tailed).

Table 10: Average num
ber of custom

ers per hour depending on store size

Table 11: C
orrelation betw

een store size and average num
ber of custom

ers

A
nother one logical but also statistically significant 

connection can be observed from
 the relationship 

betw
een 

store 
size 

and 
average 

num
ber 

of 
custom

ers per hour as displayed in the table 10. 
Average num

ber of custom
ers in sm

all stores w
as 

27.06 per hour, w
hile large super and hyperm

arkets 
had 

average 
of 

215.20. 
C

orrelation 
betw

een 
m

entioned variables is statistically significant (r = 
0.438; p<0.01).

A
lso 

w
ith 

already 
explained 

correlations 
it 

is 
possible to gain additional insights by conducting 
bivariate 

analysis 
on 

different 
variables 

form
 

the research. Follow
ing table show

s a stream
 

of 
statistically 

significant 
connections 

betw
een 

different variables. There are statistically significant 
positive connections betw

een gender and tim
e 

spent 
shopping 

(fem
ales 

spent 
m

ore 
tim

e), 
betw

een age and tim
e spent shopping (older spent 

m
ore tim

e), betw
een type of purchase and tim

e 
(large purchases took longer), as w

ell as betw
een 
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m
any others. E

ven though those results are no 
surprise and follow

 logical path, they are im
portant 

as a representation of quantification of general 
know

ledge as it num
erically represents m

agnitude 
and intensities of such statistical significations. 

C
onclusion

Innovation represents one of the m
ain factors for 

developing and m
aintaining com

petitive advantage 
and m

ost of the theories explaining retail evolution 
are based on effects of innovative new

 retailers 
that 

enter 
the 

m
arket. 

R
adical 

innovations 
can 

fundam
entally 

change 
m

arket 
situation. 

Innovativeness in retail com
es to the greatest 

extent w
hen retail form

ats are concerned. M
odern 

concepts of retail form
ats are radically different by 

its m
arketing concept in com

parison to the sm
aller 

shops that w
ere dom

inating m
arkets in the past. B

y 
its size, location, assortm

ent and services form
ats 

such as hyperm
arkets redefined buying behaviour 

of average consum
er. R

esearch presented in this 

paper show
ed statistically significant differences 

in shopper’s attraction, duration of shopping, type 
of shopping and so on. S

pecific innovation such 
as category m

anagem
ent, advanced m

erchandise 
and space m

anagem
ent, efficient logistic and self-

service technologies show
 their true applicability in 

such form
ats m

aking them
 m

uch m
ore efficient and 

thus profitable than classical neighbourhood stores. 
Thus it is possible to conclude that in retail sector 
innovative store form

ats are directly connected 
w

ith business and m
arketing perform

ance of retail 
com

panies. S
uch conclusion has been backed by 

num
erous researches including one presented 

in 
this 

paper 
that 

show
ed 

significant 
positive 

statistical correlations betw
een size/form

at of the 
retail store and duration of shopping and size of 
shopping errand. In regard to such results C

roatian 
retailers have to adapt their m

arketing strategies 
in order to stay com

petitive. Investm
ent in m

ore 
advanced (innovative) store form

ats m
ight be a 

critical step tow
ard increasing their m

arket share 
and presence. 

Table 12: Intercorrelations betw
een selected research variables

* C
orrelation is significant at the 0.05 level (2-tailed)                                 ** C

orrelation is significant at the 0.01 level (2-tailed)
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Integrated 
M

arketing 
C

om
m

unications 
/ 

C
om

m
unications 

planning 
/ 

C
hannel 

N
eutral 

planning is a concept discussed all over the w
orld 

for the past 10-20 years (S
chultz et al., 1993). It 

im
plies a process of integration betw

een several 
com

m
unication tools w

ith the aim
 to support the 

im
plem

entation of a corporate brand strategy, as 
the consequence of several m

arket changes. 

A
s Taylor (2005) argues ‘A

lthough com
m

unication 
planning lives through different nam

es in reality 
it represents a strategic overview

 of all available 
com

m
unication channels that can be used to help 

a brand m
eet its objectives successfully and it 

should be done prior to im
plem

entation briefing’ 
(Taylor, 2005, p. 5).

The m
ain im

plication is that all the com
m

unication 
policy is ’custom

er-driven’ and the focus of the 
advertising m

essage is referred to the C
orporate 

B
rand, rather than to the single product brand. 

This m
eans that a high degree of integration 

betw
een traditional m

arketing, sales, prom
otion 

and distribution is required. If traditional m
arketing 

has been practiced for a long tim
e, it can be really 

difficult 
to 

apply 
an 

integrated 
com

m
unication 

system
.

C
om

m
unication P

lanning has to be driven by three 
m

ain elem
ents w

hich are the custom
er, the brand 

and the com
m

unication channel; they have to be 
em

ployed in the process by adopting an integrated 
vision. M

oreover, to understand the effectiveness 
of a C

om
m

unication P
lanning process a case 

study has been presented.

A
n attem

pt of deepening the future developm
ent 

of this process is explained, by focusing this 
study on the concept of Integrated M

arketing 
C

om
m

unication. Finally a com
parison betw

een the 
Italian and the B

ritish m
arket has been conducted, 

using 
the 

results 
of 

tw
o 

different 
em

pirical 
researches.

The aim
 of this article is analysing w

hat the 
C

om
m

unication 
P

lanning 
origins 

and 
m

ain 
perspectives are. In particular, the analysis w

ill be 
focused in four m

ain parts:

E
xplaining the m

ain features of the C
om

m
unication 

P
lanning process, in an attem

pt to find out the 
reasons of its developm

ent.

A
nalysing an actual application of C

om
m

unication 
P

lanning, by providing a case study.

A
nalysing 

the 
progress 

of 
C

om
m

unication 
P

lanning. S
om

e im
portant effects on m

arketing 
strategy 

w
ill 

be 
considered, 

as 
consequences 

of the developm
ent of new

 needs and features 
am

ong consum
ers.

M
aking a com

parison betw
een the Italian and 

the B
ritish m

arket, focused on the current level 
of 

im
plem

entation 
in 

C
om

m
unication 

P
lanning 

am
ong the m

ain m
arket players.

K
eyw

ords

C
om

m
unication 

P
lanning, 

B
randing, 

D
irect 

C
om

m
unication, 

C
hannel 

N
eutral 

P
lanning, 

Integrated M
arketing C

om
m

unication, A
dvertising, 

C
ustom

ized 
C

om
m

unication, 
C

ustom
er, 

U
nited 

K
ingdom

, Italy.

C
O

M
M

U
N

C
IATIO

N
 P

LA
N

N
IN

G
: TH

E
 

O
R

IG
IN

S
From

 the 1980’s m
any factors have occurred in the 

C
om

m
unication P

lanning developm
ent (S

chultz 
D

., S
chultz H

., 2003):

The progress of digital technology w
idely 

used to develop research analyses and 
operations, concerning data-collection and 
data-elaboration. 

The need of im
plem

enting a new
 strategy, 

focused on branding policy, as a consequence 
of increasing com

petition.

the price-com
petition, as consequence 

of m
arket border openings and of the new

 
com

petitors’ m
arket entrance. They have 

been able to copy the existing products, and 
applying low

er prices w
ith the effects to raise 

their m
arket share, to the detrim

ent of existing 
com

panies (B
aird r

., 1998; a
aker d

.a
., 1995).

The increase of retailer pow
er raised their 

m
arket share by using the tool of private label. 

The m
ain effect has been, also in this case, a 

shift tow
ard price-com

petition. 

C
onsidering 

these 
new

 
factors, 

the 
aim

 
of 

increasing strategy efficiency and efficacy becam
e 

possible, by focusing all the com
m

unication efforts 
on a particular target of custom

ers and delivering 
a particular m

essage. 

C
om

m
unication P

lanning can be considered like a 
process ‘triangle-based’, w

here the ‘triangle’ is the 
interaction betw

een: 

C
ustom

er and the dialogue betw
een the 

custom
er and the m

arketers (d
uncan, 1994, 

2002; S
tew

art, 1996; S
chultz, 1998).

 B
rand and its reputation am

ong the 
custom

ers. This aspect is directly linked 
to m

essage consistency. S
chultz (1996) 

suggested that a brand m
essage that is 

relatively m
ore consistent in its essence and 

••••1.2.

execution across different brand stim
uli (i.e. 

brand nam
e, package, advertising, etc.) is 

m
ore likely to be processed effectively by a 

custom
er. The reason for this can be found 

in the necessity to give the custom
er few

, but 
consistent, m

essages about its brand. This is 
especially true, considering a very fragm

ented 
m

ass com
m

unications environm
ent, as the 

current one is. 

C
om

m
unication channel that should be the 

sum
 of different com

m
unication tools.

C
om

m
unication P

lanning proponents suggest that 
the concept can be im

plem
ented effectively only if 

all elem
ents of the m

arketing m
ix are coordinated 

and that a consistent brand m
essage is integrated 

across the entire m
arketing m

ix, ranging from
 the 

brand’s nam
e and physical attributes to pricing, 

distribution and m
arketing com

m
unication efforts. 

A 
quality 

custom
er 

segm
entation 

process 
is 

necessary 
in 

order 
to 

im
plem

ent 
integration 

betw
een 

the 
three 

aspect 
of 

C
om

m
unication 

P
lanning (custom

er, brand and com
m

unication 
channels). 

A
lthough 

custom
er 

segm
entation 

has 
alw

ays 
been fundam

ental to m
arketing, now

 it is possible 
to 

do 
m

ore 
sophisticated 

analysis 
because 

new
 technological tools are available, like the 

com
bination of dem

ographic segm
entation w

ith 
m

uch ‘softer’ data. W
e could group the current 

sources of custom
er inform

ation into three m
ain 

groups, as show
n in Table 1.

The aim
 is to provide to m

arketers enough data to 
let them

 know
 w

hich m
ain features their custom

er 
targets have. 

A
fter this, the second issue is about the w

ay in 
w

hich this data can be com
bined w

ith other data 
sources. H

opefully new
 technology progress w

ill 
provide a so called ‘single source m

ultim
edia 

m
easurem

ent’, a technology or survey that w
ould 

allow
 the creation and identification of real links 

w
ithin ‘C

ustom
er-B

rand-M
edia triangle’. 

3.



I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

288
289

I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

Figure 1: N
ew

 M
arketing

S
ource: The A

dvertising B
usiness (Jones, 1999)

Table 1: Sources of custom
er inform

ation

S
ource: S

aunders j. (2004), p.25
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In the attem

pt to understand the actual effectiveness 
of C

om
m

unication P
lanning strategy, it is possible 

to focus on the results of the M
cG

rath’s study 
(2005). In particular, tw

o m
ain positions should be 

pointed out. The hypothesis of an effective value 
of the C

om
m

unication P
lanning is supported just 

in the case of the introduction of a new
 brand; it 

could be helpful later in a brand’s life as w
ell, if the 

goal of the m
arketing com

m
unication is lim

ited to 
rem

inding custom
ers.

B
ut if the m

arketers’ aim
 is to be m

ore persuasive 
and delivering custom

ers as several inform
ation 

as possible about the brand, the C
om

m
unication 

P
lanning strategy m

ight not be adequate, because 
it m

ay lead to m
ore peripheral custom

er processing 
of 

brand 
m

essages, 
rather 

than 
the 

central 
processing needed (P

etty and C
acioppo,1986).

There are m
any exam

ples of good descriptive 
research 

and 
case 

studies 
in 

the 
field, 

able 
to 

show
 

the 
effectiveness 

of 
C

om
m

unication 
P

lanning, but there is a lack of any experim
ental 

research designed for testing the validity of the 
C

om
m

unication P
lanning concept. 

In the attem
pt to analyse how

 the C
om

m
unication 

P
lanning can be applied and how

 it can be a 
successful m

arketing strategy, the case study of 
the D

ove C
am

paign is expanded below
. 

C
A

S
E

 S
TU

D
Y: D

O
V

E
 C

A
M

PA
IG

N
 

The case analysed is about the U
nilever D

ove 
cam

paign 
of 

2003, 
planned 

w
ith 

the 
aim

s 
of 

selling its new
 line of D

ove brand products and of 
‘broadening the narrow

 and stereotypical view
 of 

beauty.’ (D
ove’s U

.S
. m

arketing director, P
hilippe 

H
arousseau).

U
nilever is adding to the sim

ple cleansing solutions 
also other kind of products, like deodorants, hair-
care products, and skin firm

ing and lifting cream
s. 

For exam
ple, in 2004 a new

 line of skin-care 
product has been launched, aim

ed at w
om

en w
ho 

w
ere dissatisfied w

ith the appearance of their skin

For advertising its new
 products, U

nilever and its 
A

d agency, O
gilvy &

 M
ather of C

hicago, decided 
to adopt a new

 com
m

unication strategy, based 

upon the idea of ‘real beauty’. This im
plied that 

real w
om

en, rather then beautiful m
odels, have 

been ‘used’ in the new
 D

ove cam
paign. 

To verify the success chance of its new
 cam

paign 
the com

pany, in conjunction w
ith the research-

consulting 
firm

, 
the 

D
ow

ning 
S

treet 
G

roup, 
com

m
issioned a study based on a sam

ple of 
3,000 w

om
en, living in several countries, to find 

out if they liked their ow
n aspect. The m

ain result 
of this research show

s that m
ost of the w

om
en 

interview
ed didn’t like their physical appearance 

(The D
ove R

eport: C
hallenging B

eauty). 

A
fter these findings, U

nilever planned the new
 

D
ove cam

paign started w
ith a series of billboards 

in the u
nited k

ingdom
 and the popular pay-off 

‘N
ew

 D
ove Firm

ing. A
s tested on real curves’ is 

used for w
idespread the new

 cam
paign. 

The initial phase of the cam
paign w

as characterised 
from

 a com
m

on surprise by the B
ritish press, but in 

few
 w

eeks U
.K

. sales of the featured firm
ing cream

 
doubled w

ithin a m
onth of the ads’ appearance. 

U
nilever provided the w

ebsite of an interactive 
section w

here, beyond the chance to see the 
details and the im

ages of the ongoing cam
paign, 

people had the chance to send their vote about the 
advertising m

essage, their ow
n feelings and lives, 

exchanging their opinion in discussion groups 
w

here visitors could share their thoughts w
ith each 

other in real tim
e.

B
ased of this success, U

nilever planned to roll out 
other products about the sam

e skin line D
ove and 

all the advertising m
essages are ‘r

eal B
eauty’-

based concepts. 

The ‘w
ord of m

outh’ effect should be pointed out, 
as the w

om
en involved in the D

ove cam
paign 

w
ere invited like guests in TV

 program
s such as 

The Today S
how

 and to appear on the cover of 
P

eople m
agazine.

a
lso 

the 
d

ove 
S

elf-e
steem

 
Fund 

has 
been 

creating for encouraging support for im
proving the 

self-im
ages of w

om
en.

U
nilever expanded its ‘C

am
paign for R

eal B
eauty’ 

in all the countries w
ithin w

hich the research has 
been conducted, finding that the issues of beauty 
and self-im

age am
ong w

om
en w

ere com
m

on. 

The com
pany needed to adapt som

e details of its 
cam

paign to m
eet the different country m

arket’s 
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needs; for exam
ple, in B

razil, the w
hite colour of the 

underw
ear is changed in a m

ix of colours. In C
hina, 

the m
odels w

ere photographed in less revealing 
outfits and w

ere not touching or depicted quite 
as playfully as their U

.S
. counterparts, because 

partial nudity w
as considered scandalous.

C
O

M
M

U
N

IC
ATIO

N
 P

LA
N

N
IN

G
: A 

P
E

R
S

P
E

C
TIV

E
 P

O
IN

T O
F V

IE
W

A
fter 

analysing 
the 

current 
features 

of 
the 

C
om

m
unication 

P
lanning 

process, 
considering 

the rem
arks that cam

e from
 the D

ove cam
paign, 

it is now
 possible to understand w

hich are the 
perspectives 

and 
future 

developm
ents 

of 
the 

C
om

m
unication P

lanning process in the future.

S
everal socio-cultural changes are characterizing 

the environm
ent and, as a consequence, the m

arket. 
C

om
panies’ strategy has stronger im

plications on 
its m

arketing planning than it has had in the past 
years. This has produced som

e effects on the 
branding strategy as w

ell; consum
ers w

ish to know
 

m
ore about the com

pany, and the three m
ain brand 

concepts - personality, identity and im
age- have to 

be com
m

unicated and explained by the com
pany, 

not referring them
 to its single products’ brand, but 

focusing them
 on the m

ain C
orporate B

rand. It cab 
be argued that ‘there is a shift from

 the single tool 
of com

m
unication (advertising, sale prom

otion, 
personal selling and public relations) to m

ovem
ent 

tow
ard Integrated M

arketing C
om

m
unication’ (see 

S
chultz and K

itchen, 2002). 

The environm
ent changes, w

hich are leading to this 
new

 dim
ension of the m

arketing com
m

unication 
strategy, are characterised both from

 endogenous 
and 

from
 

exogenous 
factors, 

referred 
to 

the 
custom

er’s needs and expectations. A
m

ong the 
first category, it can be possible to include som

e 
aspects that Firas and Venkatesh (1995) have 
sum

m
arized in the follow

ing elem
ents:

H
Y

P
E

R
R

E
A

LITY: 
som

e 
philosophers 

studied 
H

yperreality 
have 

argued 
that 

it 
is 

a 
natural 

consequence of the capitalistic system
 (B

audrillard, 
1993). A

ccording w
ith them

, this phenom
enon 

im
plies that the consum

ers use to confound the 
reality w

ith the unreality, being aw
are or not. They 

w
ant to live different experiences, rather than the 

ones they can live in the ‘real w
orld’. This is an 

aspect of m
arketing developm

ent as w
ell, and it 

is one of the m
ost im

portant post-m
odern era 

features. 

FR
A

G
M

E
N

TATIO
N

: the several and fast changes 
in the m

arket, lead the consum
er tow

ard a m
ore 

dynam
ic behaviour. A very disjointed pattern of 

consum
ers’ preferences result from

 this aspect. 
Fragm

entation 
leads 

to 
a 

m
ore 

disconnected 
com

m
unication. 

R
E

V
E

R
S

E
D

 
P

R
O

D
U

C
TIO

N
 

A
N

D
 

C
O

N
S

u
M

P
tiO

N
: 

in 
the 

post-m
odern 

era 
an 

inversion in the im
plication of production planning 

and custom
er consideration can be pointed out; 

the strategy effectiveness and the com
pany value 

should not (or, at least, not only) be m
easured 

by the production efficiency level, but (also) by 
the custom

er’s fulfilm
ent achieved. H

ence, the 
com

pany has to be m
arket-oriented in applying 

its 
ow

n 
com

m
unication 

strategy, 
paying 

great 
attention to the ‘consum

ers’ loyalty to im
ages and 

sym
bols that they produce w

hile they consum
e’ 

(P
roctor and K

itchen, 2002). In doing that, the 
m

arketers should have an ongoing aw
areness 

of w
hat the custom

ers w
ant (and don’t w

ant), 
enhancing a continued inter-change of inform

ation 
betw

een the com
pany it self and the custom

er, 
w

ho becom
es the m

ost im
portant partner in the 

com
pany strategy planning.

D
E

C
E

N
TR

E
D

 S
U

B
JE

C
TS

: in this fast changes 
context, m

arketer should note that the traditional 
consum

ers’ target exist no m
ore. A

lthough it is 
very im

portant to split the m
arket in several and 

focused niches, it can be pointed out that the 
niche com

position changes very rapidly, and that 
the traditional criteria used to segm

ent the m
arket 

are not valid anym
ore, or they are valid just for a 

shorter period of tim
e.

JU
X

TA
P

O
S

ITIO
N

 O
F O

P
P

O
S

ITE
S

: the difficulty 
in 

capturing 
the 

consum
er 

attention, 
focusing 

it 
on 

som
e 

com
m

unication 
m

essage, 
has 

led 
to 

the 
juxtaposition 

of 
opposites. 

It 
can 

be 
considered 

like 
an 

attem
pt 

to 
create 

a 
m

ore 
attractive com

m
unication, for exam

ple by leaving 
the 

custom
ers 

w
onder 

and 
im

aging 
w

hat 
the 

com
m

unication 
m

essage 
m

eaning 
is, 

after 
w

atching or listening to it. 

M
oreover, the endogenous changes are arising 

from
 different reasons:

The custom
er is receiving several stim

uli, com
ing 

from
 the w

ide offer of new
 brands, referred both to 

non-existing product/services and to substitutes.

It can be highlight that the custom
er is living in 

an ‘inform
ation-bom

barded’ environm
ent, w

hich 

m
akes a selection of the real im

portant data to 
consider in the purchasing process ever difficult. 

C
onsidering all these aspects, it can be clear 

that 
the 

increasing 
em

phasis 
on 

a 
corporate 

brand strategy (rather then on the single product 
brand) is the key-answ

er to the both m
arketers’ 

and custom
ers’ needs. A

ctually for the m
arketers 

the aim
 is to find out an easier w

ay to deliver 
inform

ation to the ongoing, fragm
ented consum

er 
targets; instead, in the case of the custom

ers the 
goal is to be w

ell addressed and to feel them
 sure 

in doing their purchasing choice. 

A
ccording to P

roctor and K
itchen (2002), it is 

possible 
to 

sum
m

arise 
the 

custom
ers’ 

m
ain 

questions as follow
s:

W
hat does the com

pany behind the brands 
stand for?

W
hat values does it personify?

W
hat does it do?

W
hat personalities are running the com

pany?

C
onsidering all these factors, it is possible to 

analyse C
om

m
unication P

lanning according to a 
developing perspective, by the study of the above-
m

entioned key-aspects ‘consum
er’, ‘brand’ and 

‘com
m

unication channel’.

C
O

N
S

U
M

E
R

: 
the 

com
pany 

needs 
m

ore 
and 

continuing inform
ation about custom

er preferences, 
needs and requests, trying to keep them

 alw
ays 

updated. D
oing that seem

s to be possible only if 
the m

arketers are able to establish a system
atic, 

bi-directional relationship.

B
R

A
N

D
: factors like hyperrealism

, fragm
entation, 

reversed production and consum
ption, decentred 

subjects 
and 

juxtaposition 
of 

opposites, 
are 

m
aking the consum

er aw
are of the new

 need to be 
inform

ed about w
hat there is behind the product 

brand. 

C
O

M
M

U
N

IC
ATIO

N
 C

H
A

N
N

E
LS

: this aspect is 
a direct consequence of the first tw

o. A
ccording 

to the necessity to give the custom
er a stronger 

and 
consistent 

m
essage 

about 
the 

C
orporate 

B
rand, it is necessary to apply an integrated 

••••

m
arketing 

concept, 
enhancing 

it 
by 

various 
m

arketing com
m

unications m
edia and providing 

com
m

unication 
efforts 

integrated 
into 

one 
consistent m

essage. 

G
ronroos (2000; 2004) explained the planned 

com
m

unication 
process 

can 
be 

show
n 

like 
a 

circle, w
here it starts by a first contact w

ith the 
custom

er, as in the case of a sales m
eeting or a 

personally addressed letter. The aim
 is to create 

an expectation, follow
ed from

 the beginning of a 
parallel interaction process, w

here a num
ber of 

episodes, consisting of individual acts, should 
im

prove the relationship betw
een the com

pany and 
its custom

ers. To create ‘relationship m
arketing’ it 

is necessary a com
plete integration betw

een these 
tw

o processes (Figure 2).

A
ccording to the necessity in having a stronger 

relationship 
w

ith 
the 

m
arket, 

com
m

unication 
should be planned w

ith this aim
.

ntegrated M
arketing C

om
m

unication is defined 
by S

chultz and K
itchen like ‘a S

trategic business 
process 

used 
to 

plan, 
develop, 

execute, 
and 

evaluate 
coordinated 

m
easurable, 

persuasive 
brand com

m
unication program

s over tim
e w

ith 
consum

ers custom
er, prospects, and other target, 

relevant external and internal audiences’. 

This should be the perspective for the future 
strategy 

developm
ent 

in 
the 

C
om

m
unication 

P
lanning process. 

A C
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C
O

M
M

U
N

IC
ATIO

N
 M

A
R

K
E

T 
Integrated M

arketing C
om

m
unication im

plications 
and organisation can change if different C

ountries 
are considered, because the environm

ent features 
could cause different im

plication about it. For 
instance, the follow

ing data show
 that the m

ost 
popular m

edia channel for each C
ountry can be 

different.

The 
top 

m
edia 

in 
G

erm
any 

and 
the 

U
K

 
is 

N
ew

spapers. W
hile in the other countries, TV

 (in 
every case, w

ith different percentages). 
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Figure 2: The interaction planned and value processes

Table 2: Top 10 C
hannels for C

ountry

S
ource: N

ielsen M
edia R

esearch 2005 (for Italy) and W
A

R
C

 R
eport 2006 (for the other C

ountries).

M
oreover, 

other 
elem

ents, 
like 

socio-cultural 
factors, 

m
arket 

environm
ent, 

inform
ation 

technology level, could differ the C
om

m
unication 

P
lanning perspectives and applications for each 

C
ountry. 

S
tarting from

 this rem
ark, a com

parison betw
een 

the Italian and the B
ritish m

arket has been done, 
by using tw

o different researches.

In both the cases, an attem
pt to analyse the tw

o 
C

ountries’ background w
as done. In particular, the 

historical and econom
ic changes are m

entioned, to 

introduce the context w
ithin w

hich C
om

m
unication 

P
lanning is developed.

The survey focused on the Italian m
arket, and w

as 
undertaken w

ith the purpose to explore am
ong 

the relevant m
arket players (advertisers, retailers, 

D
M

 agencies, B
TL agencies, S

ales prom
otion, 

sponsorship, creative, m
edia agencies, Ad agencies, 

full service and P
R

 agencies) their perception on 
the im

plem
entation of C

om
m

unication P
lanning in 

the Italian m
arket and the future of C

om
m

unication 
P

lanning in Italy 

A sam
ple of tw

elve ‘experts in area’ w
as chosen. 

They w
ere all experts in their specific area covering 

all elem
ents of C

om
m

unication P
lanning – creative 

directors, 
account 

directors, 
m

edia 
directors, 

strategic m
edia planner, regional m

edia directors, 
brand m

anager, sales m
anager, executive director 

and independents. 

The findings about the U
K

 m
arket cam

e from
 the 

research m
ade by P. K

itchen, D
.E

. S
chultz, I. K

im
 

and T. Li, (2003) and ‘is based on perspectives 
generated from

 U
K

 advertising and public agency 
m

anagem
ent executives w

here the IPA (Institute 
of A

dvertising P
ractiontioners) and P

R
C

A (P
ublic 

R
elations 

C
onsultants 

A
ssociation) 

generously 
provided access to their m

em
bership and supported 

the study by an accom
panying letter from

 their 
C

e
O

s’. N
on-probability sam

pling technique w
as 

used to gather inform
ation.

The lim
itations of this com

parison com
e from

 the 
lack of hom

ogeneity betw
een the tw

o researches 
considered, both referred to the sam

ple and to 
the m

ethodology used. It can be highlighted that 
the purpose is providing a general com

parison 
about the level of developm

ent of C
om

m
unication 

P
lanning in the tw

o m
arkets, w

ithout the attem
pt 

of doing juxtaposition betw
een the com

m
unication 

agencies structures and perspectives. 

it can also be argued that in-depth interview
s 

yield rich inform
ation about Italian ‘experts in area’ 

attitudes tow
ards subject explored, but they do not 

yield quantitative data and m
easures. 

In both the cases, the results reflect the opinion 
of selected participants only and it cannot be 
considered representative to the w

hole industry.

The purpose of this com
parison is to understand 

w
hich are the com

m
on aspects and the m

ain 
differences betw

een the tw
o analysed m

arkets. 
In particular, the analysis has been conducted, by 
trying to answ

er to the follow
ing questions:

level of com
prehension of com

m
unication 

planning am
ong Italian m

arket players; 
definition of com

m
unication planning process 

by respondents,

current position and developm
ents in 

com
m

unication planning on the Italian m
arket 

betw
een all the relevant players,

••

C
om

m
unication P

lanning effectiveness and 
efficiency.

To m
ake a com

parison betw
een the tw

o m
arkets, 

it can be useful to start from
 the follow

ing figure, 
representing 

different 
levels 

of 
an 

increasing 
integration m

arketing com
m

unication. 

C
onsidering the results of the follow

ing researches, 
it w

ill be possible to understand in w
hich of this 

stage the C
om

m
unication P

lanning level is, for 
both Italian and B

ritish m
arket.

ITA
LIA

N
 R

E
M

A
R

K
S

In the Italian m
arket the m

arketing function started 
to develop rapidly in the 1990’s. D

uring the past 
fifteen years, italy has caught up w

ith the 60-70 
years of history of the W

estern W
orld in term

s of 
M

arketing. From
 the integrated perspective of full 

service agencies, and the ‘divorce’ betw
een creative 

and m
edia departm

ents and high specialization 
in those fields to latest em

erging developm
ents 

of Integrated B
TL agencies, D

M
 agencies, S

ales 
prom

otion, 
P

R
 

agencies, 
creative 

boutiques, 
sponsorship specialist and m

edia independents. 
D

uring this process, there w
as a serious fight for 

pow
er betw

een these players. U
p to five years 

ago, the creative force, w
as leading the m

arket as 
a consequence of high control of the creative w

ork 
during socialism

 and fast liberalisation afterw
ards. 

H
ow

ever, w
ith the developm

ent of m
edia efficiency 

research studies as w
ell as category m

anagem
ent 

research studies the specialist know
ledge becam

e 
m

ore and m
ore appreciated and it could be said is 

currently dom
inating the m

arket. The presence of 
global clients and the vision of certain individuals 
are pushing the m

arket tow
ards a m

ore integrated 
approach, 

deriving 
directly 

from
 

the 
com

pany 
strategy – the C

om
m

unication P
lanning.

a
lthough the italian m

arket is 5-10 years behind 
the u

k
, it has only ten retailers (m

aybe 5-7) w
ho 

account for m
ore than 80%

 of the m
arket  and 

there is definitely an increase in m
edia choice 

especially on-line as its developm
ent in the italian 

m
arket happened late and therefore grew

 rapidly 
over the past few

 years .

•
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Figure 3: Stages in IN
TEG

R
ATED

 M
A

R
K

ETIN
G

 C
O

M
M

U
N

IC
ATIO

N
 developm

ent

M
arkets, including the Italian one, are changing 

rapidly. S
om

e years ago the product w
as the 

focus of any com
pany’s strategy but that concept 

is changing, putting the custom
er into the centre 

of com
pany strategy. The Italian m

arket is specific 
because the Italian custom

ers are evolving very 
fast, faster than the m

arket is adapting. This is 
w

hy a real custom
er insight, excellent m

arketing 
strategies 

and 
integrated 

com
m

unications 
are 

becom
ing the drivers of com

petitive advantage. 
It is im

portant to understand if relevant m
arket 

players perceive the grow
ing custom

er pow
er and 

how
 do they plan to adapt it.

In 
term

s 
of 

‘pure’ 
definition, 

C
om

m
unication 

P
lanning, m

ost of the respondents pointed out 
that it m

eans integrating all m
arketing and trade 

functions 
in 

an 
attem

pt 
to 

develop 
consistent 

com
m

unication strategy w
hich is in line w

ith the 
existing theory.

M
ost of the respondents highlighted the ‘brand’ 

and 
its 

essence 
as 

an 
im

portant 
part 

of 
the 

C
om

m
unication P

lanning process. S
om

e of them
 

m
entioned that the im

portance of the brand and 
evaluation of brands, current and future position, 
becam

e ‘m
ore popular’ in Italy w

hen the project 
S

uperbrands Italy w
as launched in 2006 . M

ajority 
of them

 think that the brand m
essage consistency 

across all the com
m

unication channels is crucial in 
today’s fragm

ented w
orld.

R
egarding the com

m
unication channels, in m

ost of 
the interview

s, the opinion that the brand m
essage 

(com
m

unication m
essage) should be developed in 

a w
ay that w

orks consistently and w
ith the sam

e 
‘goal’ on all the different m

edia em
ployed.  

The 
overall 

opinion 
is 

that 
C

om
m

unication 
P

lanning, although, not ‘nam
ed’ like that, is being 

practiced by the m
arket players in Italy extensively. 

Tw
o m

ain drivers w
ere m

entioned by m
ost of 

the respondents: international clients w
ho have 

developed 
their 

ow
n 

C
om

m
unication 

P
lanning 

process and are ‘pushing’ them
 in all m

arkets w
here 

they are active, including Italy, and the developm
ent 

of m
edia (new

 m
edia, technological developm

ent 
of traditional m

edia, etc.) in com
bination w

ith the 
‘evolution’ of the Italian custom

ers.

O
n the other hand, although none of the respondents 

thought that C
om

m
unication P

lanning is som
ething 

that should be avoided, som
e of them

 pointed out 
specifics of the Italian m

arket that should be taken 
into account.

In principal all of the respondents believe that 
C

om
m

unication P
lanning is m

ore effective than 
classic 

advertising. 
O

n 
the 

other 
hand, 

som
e 

of 
the 

respondents 
show

ed 
concerns 

about 
C

om
m

unication P
lanning, if applicable and better 

used elsew
here.

U
K

 R
E

M
A

R
K

S
M

any changes in political regulations, during the 
period 

1945-1980, 
have 

influenced 
the 

B
ritish 

econom
ic structure (P

roctor and K
itchen, 2002). 

U
p to thirty years ago, the governm

ent tried to 
control the m

arket and com
panies’ behaviour, 

but 
from

 
1978, 

w
hen 

governm
ent 

rem
oved 

exchanged controls, this led to som
e im

portant 
transform

ations in the econom
ic structure of the 

U
K

, G
overnm

ent did not control businesses and 
the P

ublic com
panies becam

e P
rivate com

panies; 
this led also to an increase in com

petition am
ong 

several com
panies. A

ll these factors m
ade the 

com
panies 

aw
are 

of 
new

 
opportunities 

and 
threats in the m

arket. To be able to com
pete in this 

scenario, it w
as necessary to find out and apply 

a new
 approach to the business that had to be 

differentiated. For this reason it w
as necessary 

to sw
itch the com

pany focus from
 the production 

activity, to the service offer. This caused the decline 
of the traditional m

anufacturing base in the country 
and the parallel increase of the m

arketing function, 
w

ithin the firm
 structure. 

O
n the other hand, the consum

er’s needs and 
expectations 

w
ere 

changing, 
because 

m
arket 

dem
and w

as going to be influenced by m
any 

stim
uli. the m

arketers needed to plan a consum
er-

focused 
strategy, 

adopting 
a 

‘com
m

unication-
planning approach’ to efficiently respond to the new

 
consum

ers’ needs. This has produced dram
atic 

changes in the retailing field; thirty years ago, there 

w
ere thousands of independent grocery shops 

and only a few
 m

ajor advertisers. The cam
paign 

planner’s life w
as ‘easy’ – just com

bine TV
 and a 

few
 print titles and they reached the target audience. 

N
ow

 the opposite is true (S
aunders, 2004). just 

four grocery retailers account for 80%
 of the B

ritish 
m

arket, and there has been a dram
atic increase 

in m
edia choice. In the last decade, m

edia grow
th 

has accelerated.

W
ith the aim

 of understanding in w
hich of the 

stage U
K

 agencies are placed, som
e aspects of 

their activity have been analysed.

The research show
s that m

ost of the respondent 
agencies’ 

custom
ers 

requested 
an 

integrated 
com

m
unication service (table 3). H

ence, in those 
cases, the A

dvertising or P
r agency interview

ed 
had to m

ake a choice: serving the client by its ow
n, 

doing all the w
ork ‘in-house’, or requesting som

e 
kind of com

m
unication service to other specialized 

agency, to offer the custom
er an integrated service. 

a
s it can be noted seeing table 4, although the 

prom
inent service is advertising for A

d agency 
and P

ublic R
elations for P

R
 agency, other kinds of 

service have been developed inside each agency, 
like for exam

ple direct m
ail (that seem

s to be very 
im

portant for both the categories), and internet. 

Table 3: U
K

 clients requesting som
e type of ‘integrated cam

paign’

S
ource: k

im
 i., k

itchen P., H
an d

., li t., S
chultz d

.e
 (2004, p. 1425)
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Table 4: Services provided by U
K

 agencies

S
ource: k

im
 i., k

itchen P., H
an d

., li t., S
chultz d

.e
 (2004, p. 1425)

TA
B

LE 5: D
ifficulty in coordinating the w

ork of advertising and PR
 agencies

S
ource: k

im
 i., k

itchen P., H
an d

., li t., S
chultz d

.e
 (2004, p. 1428)

From
 these results, tw

o rem
arks can be pointed 

out.

First of all, m
any custom

ers believe need for 
C

om
m

unication P
lanning and very few

 custom
ers 

don’t require integrated com
m

unication. 

The second one is that in m
ost cases agencies 

prefer to do ‘in-house’ w
ork, rather then to find 

professional solution w
ith other agencies. 

This rem
ark is also confirm

ed by the results of 
the question ‘w

hich are the m
ain difficulties in 

coordinating the advertising and P
R

 agencies’, as 
show

n in the follow
ing Table. This answ

er im
plies 

that the m
ost of the projects are led by one agency, 

in the attem
pt to provide all the integrated service 

in-house. 

For this reason, the A
d and P

r agencies’ efforts are 
focused on diversifying their ow

n services, even if 
this could lead them

 to loose in term
s of efficiency. 

O
n the other hand, if agencies are still very 

specialized and oriented to the specific fields, they 
w

ill be guarding their pow
er position and therefore 

not 
be 

inclined 
to 

im
plem

ent 
C

om
m

unication 
P

lanning.

The research further focused on understanding the 
question ‘w

hat C
om

m
unication P

lanning is’ in the 
respondent’s opinion, giving a score from

 5 (that 
indicates ‘strong agreem

ent’) to 1 (that indicated 
‘w

eak agreem
ent’) for each possible definition 

presented in the interview
. The choice w

as am
ong 

the follow
ing sentences source: (P. K

itchen, D
.E

. 
S

chultz, I. K
im

 and T. Li, 2003):

coordination of com
m

unication disciplines,

a w
ay to organise the business of firm

,

a w
ay to develop and direct brand strategy,

deliver unified m
essages,

coordination of advertising and P
R

 program
s,

strategic brand business process.

The m
ost of the respondents agreed w

ith statem
ent 

1, both in the case of A
d agency, and in the case 

of P
r agency, w

hile the ‘S
trategic brand business 

process’ 
is 

the 
second 

m
ost 

‘voted’ 
choice. 

This could m
eans that, even if there is no a full 

aw
areness of the real definition and com

position 
of an integrated C

om
m

unication P
lanning, som

e 
agency executives w

ere starting to approach to 

1.2.3.4.5.6.

this activity as a process planned considering the 
brand strategy as w

ell.

FIN
A

L C
O

M
PA

R
IS

O
N

The differences betw
een the tw

o analysed m
arkets 

are as follow
s.

1) 
Level 

of 
com

prehension 
of 

C
om

m
unication 

P
lanning am

ong Italian and B
ritish m

arket players; 
definition of C

om
m

unication P
lanning process by 

respondents.

A
bout the Italian m

arket players, only a few
 (m

ainly 
those w

orking w
ith international advertisers or 

for them
) w

here able to give a concise and clear 
definition of the term

 itself. This is not surprising 
because there are no articles and/or C

ase S
tudies 

published in this area in Italy, w
hich m

eans that the 
Italian m

arket, and its players, is not contributing to 
the C

om
m

unication P
lanning theory developm

ent. 
In addition, C

om
m

unication P
lanning theory is only 

a m
inor part of m

arketing courses at U
niversities 

(and not on all of them
). If Italian m

arket players 
w

ant to stay com
petitive in today’s environm

ent 
they should put m

ore effort into exploring theoretical 
aspects of C

om
m

unication P
lanning relating them

 
to Italian and global practice.

In the case of U
K

 m
arket, the results show

 that 
the respondents are aw

are of the definition of 
C

om
m

unication P
lanning and know

 w
hat are the 

m
ain im

plications about this activity. They focused 
their answ

ers on the link betw
een the necessity 

of integration in the C
om

m
unication P

lanning and 
the com

pany’s brand strategy. They also know
 the 

strengths and w
eakness of it.

2) 
C

urrent 
position 

and 
developm

ents 
in 

C
om

m
unication P

lanning on the Italian m
arket 

betw
een all the relevant players.

R
egarding 

the 
specific 

elem
ents, 

the 
level 

of 
com

prehension of the ‘custom
ers’ can be assessed 

as high. Italian m
arket players are aw

are that 
Italian 

custom
ers 

have 
changed 

and 
evolved, 

becom
ing m

ore dem
anding and m

ore ignorant to 
their com

m
unication efforts. 

The 
Italian 

m
arketing 

com
m

unications 
m

arket 
is ‘young’ and it is still developing. In addition, 
C

om
m

unication P
lanning is relatively a young 

concept and is still developing therefore it is not 
surprising that the m

arket players are som
ew

hat 
confused and not sure about it. Furtherm

ore, som
e 

cultural and environm
ental influences have to be 
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taken into account. Italian people (as a nation) 
are generally distrustful to new

 things and alw
ays 

show
 serious doubt about new

 concepts. 

The B
ritish custom

er seem
s to be better inform

ed 
about the concept of C

om
m

unication P
lanning 

than the Italian custom
er. A better level of m

aturity 
seem

s to characterise the B
ritish m

arket; it can 
be pointed out that one of the Italian m

arket 
respondents 

said 
‘‘W

e 
have 

been 
forced 

to 
im

plem
ent a global cam

paign despite the fact that 
w

e had done an extensive analysis together w
ith 

our suppliers and proved that for it such cam
paign 

w
ill not result positive, m

oreover could ‘w
eaken’ 

the brands current position.’ (M
arketing M

anager, 
V

IP N
E

T)

3) 
C

om
m

unication 
P

lanning 
effectiveness 

and 
efficiency.

In 
regard 

to 
the 

efficiency 
of 

C
om

m
unication 

P
lanning m

ost of the respondents, both in the Italian 
and in the B

ritish m
arket, show

ed serious doubt 
stressing out the problem

 of a C
om

m
unication 

P
lanning 

efficiency 
m

easurem
ent. 

O
nly 

one 
quantifiable 

m
easure 

w
as 

m
entioned 

by 
them

 
and that w

as R
O

I. E
ven those w

ho m
entioned 

R
O

I as a m
easure of C

om
m

unication P
lanning 

efficiency pointed out that there is no ‘proved’ 
m

odel to m
easure it. A

m
ong m

any problem
s w

ith 
the m

easurem
ent the one stated m

ore often w
as 

the period of m
easurem

ent in relation to the fact 
that 

C
om

m
unication 

P
lanning 

is 
supposed 

to 
influence the future value of the brand. M

ost of the 
respondents w

ork w
ith at least one or m

ore m
odels 

intended to m
easure and isolate the effect of all 

m
arketing and trade activities (C

om
m

unication 
P

lanning) but in their opinion none of these m
odels 

is com
pletely valid.

In conclusion it can be argued that because the 
Italian 

m
arketing 

com
m

unication 
industry 

is 
‘relatively young’, it can be placed at a first stage of 
the im

plem
entation of a C

om
m

unication P
lanning 

program
m

e (Figure 3). There is a significant lack 
of, and the need for, theoretical background in 
C

om
m

unication P
lanning am

ong Italian experts. 
The lack of theoretical know

ledge blocks for now
 

further developm
ent of C

om
m

unication P
lanning 

in the Italian m
arket.

The U
K

 m
arket seem

s to be betw
een the first and 

the second stage of the Figure 3. E
ven if it show

s a 
higher aw

areness of the features and im
plications 

of 
integrated 

m
arketing 

com
m

unications, 
‘the 

w
eakness 

of 
IN

TE
G

R
ATE

D
 

M
A

R
K

E
TIN

G
 

C
O

M
M

U
N

IC
ATIO

N
 

still 
lies 

in 
the 

apparent 
inability 

of 
agencies 

to 
m

easure 
behavioural 

outcom
es. M

easurem
ent represents an additional 

cost to client. G
iven that clients should have built 

up detailed behavioural databases of consum
er 

segm
ents over tim

e.’ (P. K
itchen, D

.E
. S

chultz, I. 
K

im
 and T. Li, 2003).

M
oreover, a m

ain com
m

on aspect characterised 
the 

tw
o 

analysed 
m

arkets; 
it 

w
as 

clear 
that 

depending on the specific area of w
ork they are 

in (creative, m
edia, advertiser, independent) they 

tend to em
phasise one of the elem

ents. This 
finding additionally supports the evident lack of, 
and necessity for, theoretical background am

ong 
Italian and B

ritish experts. 

C
O

N
C

LU
S

IO
N

S
The evident benefits of C

om
m

unication P
lanning 

im
plem

entation 
are 

long-term
 

orientation 
and 

the 
intention 

to 
create 

a 
strong 

link 
betw

een 
brands, custom

ers and their ongoing dialogue 
through com

m
unication channels. H

ow
ever, w

hen 
im

plem
enting 

C
om

m
unication 

P
lanning 

each 
situation should be analysed separately as there 
is sufficient evidence in both theoretical research 
and practice that insists on all C

om
m

unication 
P

lanning elem
ents w

hich can results in decreased 
brand value.

C
om

m
unication P

lanning is a highly disruptive 
process for everyone and its future developm

ent 
w

ill depend on the ability of m
arket players to 

adopt their existing business m
odel in order to fit 

C
om

m
unication P

lanning dem
ands. 

The D
ove cam

paign is a typical exam
ple that show

s 
a successful C

om
m

unication P
lanning process, 

w
here the custom

er’s needs are considered as 
the m

ost im
portant aspect upon w

hich the strategy 
has been developed. The first action U

nilever and 
its A

d agency foresaw
 has been to understand if 

the target (w
om

en) they choose to sell the new
 

products really existed and w
hich kind of needs it 

had. O
nce this finding w

as defined, m
anagem

ent 
planned all the strategy based it upon the concept 
of real beauty. 

The 
effectiveness 

of 
this 

cam
paign 

can 
be 

supported also by the objective m
easurem

ents 
used; U

.K
. sales of the featured firm

ing cream
 

doubled w
ithin a m

onth of the ads’ appearance. 

The aspect that should really be highlighted is the 
ability to integrate different com

m
unication tool, 

enhancing the sam
e m

essage.

U
nilever has also extended the D

ove cam
paign, 

based on the ‘R
eal B

eauty’ concept to different 
countries, adapting the m

essage and considering 
the different m

arket features, according to the 
concept of the C

om
m

unication P
lanning focused 

on a ‘glocalised’ strategy.

In this article several factors of change have been 
m

entioned and the m
ost im

portant im
plication 

seem
s to be the necessity for the m

arketers to 
adapt their m

arketing com
m

unication strategy to 
the new

 needs, expressed by the custom
ers.

The 
hyperrealist, 

fragm
ented 

m
arket, 

often 
doesn’t know

 w
hat it w

ants, but in the m
ean tim

e it 
know

s very w
ell w

hat it doesn’t w
ant (P

roctor and 
K

itchen, 2002). H
ence, it can be argued that the 

actual priority for m
arketers is to provide few

, but 
consistent, m

essages, focused on the C
om

pany 
C

orporate B
rand, rather then on the single product 

brands it has. E
nforcing the C

orporate Im
age and 

giving the custom
ers few

 but solid landm
arks seem

 
to be the aim

s that can be led by an integrated 
com

m
unication strategy.

The Italian and the B
ritish m

arket seem
 to be 

different 
w

hen 
the 

custom
ers’ 

features 
and 

expectations are considered. Their different levels 
of m

aturity in the C
om

m
unication P

lanning and 
Integrated M

arketing activity m
ust be considered 

in the final choice of M
edia application. A

lthough 
these 

differences 
exist, 

the 
new

 
concept 

of 
C

om
m

unication 
P

lanning 
has 

been 
grow

ing 
in both of them

. It can be pointed out that the 
m

arket 
players 

are 
aw

are 
of 

the 
‘im

perative’ 
to create a consistent link betw

een the brand 
m

essage, custom
er and their dialogue through 

com
m

unication channels, w
ith the aim

 of creating 
and supporting a system

atic integrated m
arketing 

com
m

unication approach.
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A
bstract

A
t present com

panies’ potential for developm
ent 

depends greatly on the ability to raise capital. 
Therefore com

panies are facing the necessity 
of attracting and retaining investors by offering 
attractive prospects for the effective return of 
capital investm

ent. The above situation leads to 
the conclusion that at present com

panies m
ust 

focus on the shareholders’ value  and their lasting 
attachm

ent to a com
pany. B

oth theory and practice 
stress 

that 
the 

shareholders’ 
value 

is 
m

ostly 
affected by intangible assets, such as custom

ers’ 
capital. Therefore attracting and retaining investors 
in the long term

 require regular com
m

unication 
betw

een a com
pany and its shareholders about 

investm
ents in intangible assets and their results. 

Thus investors have better know
ledge about the 

condition of com
panies they invest in, and they can 

assess them
 m

ore accurately and reduce the cost 
of capital. In consequence, clear com

m
unication 

betw
een a com

pany and its investors reduces 
their uncertainty and builds m

utual confidence, 
w

hich turns into establishing long-term
 relations 

betw
een a com

pany and its investors. 

The aim
 of this article is to indicate the role of 

com
m

unication in developing long-term
 relations 

w
ith 

investors, 
to 

assess 
this 

process 
w

ithin 
com

panies in P
oland, to identify reasons behind 

the incom
patibility of inform

ation com
m

unicated to 
investors, the so-called com

m
unication gaps, as 

far as com
pany’s custom

ers are concerned, as 
w

ell as to identify reasons for these gaps.

K
ey w

ords: m
arketing com

m
unication, relationship 

m
arketing, 

investor 
relations, 

custom
er 

relationships as assets, banks

e-m
ail: edyta@

rudaw
ska.pl

tel. +48 600 03 84 39

M
ethodology

In order to accom
plish the objectives, research has 

been conducted. It w
as carried out in banks w

hich 
operate in P

oland and are quoted on the W
arsaw

 
S

tock E
xchange. B

anks have been chosen as 
the subjects of the research because they form

 
a special group of service com

panies. They are 
institutions of public trust, and they m

ust pay careful 
attention to the clarity of com

m
unication w

ith their 
environm

ent including their investors. D
ue to clear 

com
m

unication banks are perceived by investors 
as m

ore reliable, w
hich is of particular im

portance 
for attaining a strong m

arket position. 

In the research tw
o sources of inform

ation w
ere 

used, 
i.e. 

secondary 
and 

prim
ary 

sources. 
S

econdary sources include inform
ation published 

on financial institutions w
ebsites, available results 

of 
m

arketing 
research, 

scientific 
studies 

and 
the subject literature. The aim

 of the analysis is 
to 

assess 
com

m
unication 

betw
een 

com
panies 

and 
investors 

as 
w

ell 
as 

to 
identify 

existing 
com

m
unication gaps. The study is also based 

on prim
ary sources, i.e. results of the self-study 

conducted am
ong banks w

hich operate in P
oland 

and are quoted on the W
arsaw

 S
tock E

xchange. 
P

rim
ary research w

as conducted by m
eans of 

a survey w
ith the use of a questionnaire as a 

m
easuring tool. The interview

ees w
ho took part in 

the survey w
ere either banks’ presidents or people 

indicated 
by 

them
 

as 
entitled 

and 
com

petent 
to 

respond 
to 

the 
survey. A

fter 
a 

prelim
inary 

verification three banks, am
ong those quoted on 

the W
arsaw

 S
tock E

xchange , w
ere not qualified 

for the survey. B
ank A

ustria C
reditanstalt (B

A
C

A
) 

did not operate in P
oland then, w

hile G
E

TIN
 B

ank 
and D

Z P
olska refused to participate in the survey. 

The research w
as conducted betw

een January 
and A

pril 2007.  
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The conducted research form
ed a basis for the 

indication of inform
ation w

ithin m
arketing w

hich 
relates to custom

er relations and is generated 
by 

banks, 
but 

w
hich 

is 
not 

com
m

unicated 
to 

shareholders.

Investors as receivers of the com
pany’s 

com
m

unication process
A

ccording to the principles of the m
odern concept 

of m
arketing, there is a necessity for regular 

com
m

unication w
ith both custom

ers and other 
m

arket 
entities 

including 
com

pany’s 
holders 

/ 
investors (picture 1).  

The necessity for com
m

unication w
ith com

pany’s 
investors (holders) stem

s from
 several elem

ents, 
the m

ost im
portant being system

 transform
ations 

of P
oland’s econom

y and an increase in the degree 
of affluence, w

hich leads to an increase in private 
investm

ent. P
eople tend to invest their savings 

through institutional investors (investm
ent funds, 

pension funds, banks). These institutions invest 
their capital in sectors and com

panies w
hose 

shares grow
 m

ost, require com
panies they invest 

in to increase their value. They increase their 
capital com

m
itm

ents in com
panies’ shares thus 

participating actively in m
anaging the com

panies. 
Trying to increase the return on invested capital 
they invest in entities w

hich have considerable 
m

arket value grow
th potential and recall capital 

from
 those w

hose value decreases.  

C
oncentration on developing and strengthening 

investor relations is also a consequence of foreign 
com

panies’ engagem
ent in the P

olish m
arket and a 

high proportion of foreign investors on the W
arsaw

 
S

tock E
xchange. It is investors, both dom

estic and 
foreign, w

ho provide com
panies w

ith necessary 
capital thus determ

ining com
pany’s potential for 

developm
ent. C

om
panies w

hich intend to m
ake 

new
 investm

ent m
ust attract and retain investors 

by offering prospects for generating m
oney m

eans 
at a higher than a m

inim
um

 level expected by 
investors. The situation leads to the conclusion 
that at present com

panies m
ust focus on creating 

value for shareholders and establishing lasting 
relations betw

een shareholders and a com
pany.   

It is also necessary to focus attention on com
pany’s 

investors since there is asym
m

etry betw
een w

hat 
com

panies’ boards of directors know
 and w

hat 
know

ledge about prospects for the com
pany’s 

developm
ent investors have (P

ietrew
icz, 2002). The 

developm
ent of the Internet and new

 technologies 
has led to a considerable increase in the am

ount 
of inform

ation available to investors. H
ow

ever, the 
inform

ation cannot be undoubtedly considered as 
checked, authorized and absolutely reliable. In 
order to get a full picture of a com

pany, investors 
need to be provided w

ith detailed inform
ation 

w
hich the com

pany is unw
illing to reveal because 

of its com
petitors’ activities. 

Finally, 
the 

significance 
of 

establishing 
and 

strengthening investor relations is a consequence 
of the w

ave of bankruptcy of seem
ingly thriving 

com
panies in the U

nited S
tates at the end of 2000 

and the beginning of 2001 (e.g. e
nron, W

ord-
C

om
). S

pectacular bankruptcy w
as accom

panied 
by the dem

onstration of ungrounded inform
ation 

about 
the 

com
panies’ 

solid 
foundations, 

the 
continuation of their activity and further econom

ic 
grow

th (D
ziaw

go, G
ajew

ska – Jedw
abny, 2006). 

The situation resulted in a decrease in investors’ 
confidence in the stock exchange and their careful 
assessm

ent of the available inform
ation about 

com
panies operating on the m

arket.   

D
escribed 

m
arket 

changes 
m

ake 
investors 

require com
panies they invest in to get involved in 

com
m

unicating and presenting inform
ation, w

hich 
can be the subject of a com

prehensive analysis of 
the com

pany’s situation in the long term
 and m

ake 
it possible to assess its operations in a reliable and 
independent w

ay. These activities should m
ake it 

possible to assess fundam
ental value and clearly 

dem
onstrate im

m
easurable aspects of com

pany 
perform

ance. 
G

ood 
com

m
unication 

betw
een 

a 
com

pany and investors should reduce investors’ 
uncertainty and result in developing confidence 
in the com

pany’s board of directors. The aim
 of 

com
m

unication is to convince investors that the 
com

pany is efficient, has a trustw
orthy board of 

directors and current difficulties do not exclude the 
com

pany from
 being a good long-term

 investm
ent. 

W
hen investors are convinced, they w

ill be m
ore 

inclined to m
aintain long-term

 relations w
ith the 

com
pany.   

Picture 1 Environm
ent’s entities w

hich m
odern com

panies com
m

unicate w
ith

S
ource: I. G

ordon, R
elacje z klientem

. M
arketing partnerski, P

W
E

, W
arszaw

a 2001, p. 323.

M
aintaining 

regular 
com

m
unication 

betw
een 

a 
com

pany and its investors as w
ell as im

parting 
reliable and full inform

ation about the com
pany 

should translate into an increase in shareholder 
value since the value depends not only on an 
objective 

assessm
ent 

of 
the 

com
pany 

carried 
out 

on 
the 

basis 
of 

cash 
flow

. 
S

hareholder 
value is considerably influenced by a subjective 
assessm

ent of future com
pany perform

ance and 
attendant risk by current and potential ow

ners 
of capital (shareholders), expressed by changes 
in the m

arket value. This subjective assessm
ent 

stem
s from

 the developm
ent and m

anagem
ent 

of 
com

m
unication 

w
ith 

investors 
and 

results 
from

 the com
pany’s im

age lodged in the investor 
consciousness in the long term

. 

E
ffectively pursued inform

ation policy can cause an 
increase in the m

arket capitalization of a com
pany, 

i.e. a rise in value of the issued shares because it 
creates the com

pany im
age, im

proves its reliability, 
m

akes 
potential 

investors 
inform

ed 
about 

the 
com

pany’s existence and develops their positive 
attitude tow

ards it. The benefits are connected w
ith 

creating and retaining trust in a given organization 
am

ong 
capital 

m
arket 

participants, 
gaining 

an 
understanding 

of 
organization’s 

business 
thus 

ensuring 
good 

relations 
betw

een 
a 

com
pany 

and its shareholders. A
ll this m

akes a com
pany 

perceived as better, m
ore stable, w

ith a low
er risk 

of investing in its shares and thus m
ore valuable. 

This should m
ake shareholders m

ore interested in 
a com

pany and lead to developing relations based 
on reliable inform

ation w
hich w

ill m
eet capital 

m
arket 

participants’ 
expectations 

(D
ziaw

go, 
G

ajew
ska-jedw

abny, 2006). C
om

pany’s efforts to 
com

m
unicate w

ith investors and establish lasting 
relations lead to a better share valuation for the 
investors them

selves, w
hich can translate into 

m
easurable financial effects stem

m
ing from

 the 
am

ount of obtained dividends and capital gains. 
O

n the one hand these activities can lead to an 
inflow

 of new
 capital to a given entity, but on the 

other hand they can retain current capital and 
w

in shareholders’ loyalty. Investors w
ho invest in 

P
olish com

panies adm
it that their relations w

ith the 
com

panies determ
ine their investm

ent decisions 
including the investm

ent period, and poor relations 
can m

ake them
 cut or w

ithdraw
 their investm

ents 
from

 com
pany shares.     
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Picture 2 B
enefits for a com

pany resulting from
 com

m
unication w

ith investors

S
ource: self-study

P
olish com

panies’ com
m

unication 
strategy w

ith investors  
Investors are com

petent and very active m
arket 

participants w
ho know

 the business and general 
developm

ent trends w
ell. B

eing significant m
arket 

traders they influence the w
ay a com

pany is 
m

anaged 
and 

its 
perform

ance 
is 

reported 
by 

im
posing 

dem
anding 

requirem
ents 

for 
m

eans 
of 

com
m

unication, 
the 

nature 
and 

quality 
of 

inform
ation. 

The 
m

ost 
com

m
on 

m
eans 

of 
com

m
unication 

am
ong P

olish com
panies and their investors is 

direct 
contact 

(1-to-1 
and 

com
pany 

m
eetings) 

and w
ebsites (chart 1). a

s m
uch as 87 per cent 

of P
olish com

panies regard 1-to1 m
eetings as 

the m
ost im

portant m
eans of passing on essential 

inform
ation to their investors. Internet w

ebsites 
are as m

uch popular (85 per cent). 72 per cent of 
respondents regard m

eetings w
ith investors as the 

m
ost frequently used com

m
unication tool. 

Telephone contacts and press conferences are 
frequent 

investor 
com

m
unication 

tools 
used 

in P
oland. The least popular are investor days 

(20 per cent) and electronic new
sletters (18 per 

cent). 
It 

should 
be 

noted 
that 

com
m

unication 
channels preferred and m

ost frequently used by 
P

olish com
panies are not sim

ilar to preferences 
expressed by investors. S

uch a situation can 
adversely influence the effectiveness of inform

ation 
addressed to shareholders. A lack of com

patibility 
of com

m
unication tools used by com

panies w
ith 

investors’ preferences is especially noticeable in 
case of electronic new

sletters. W
hile this m

ethod 
of im

parting inform
ation is perceived by P

olish 
com

panies as the least im
portant and is rarely used, 

investors regard it as the m
ost im

portant m
eans of 

com
m

unication, just after 1-to-1 m
eetings.

U
nlike dom

estic com
panies, investors pay less 

attention 
to 

press 
conferences, 

m
eetings 

w
ith 

investors and w
ebsites used for com

m
unication 

and searching for inform
ation about com

panies 
they invest in.        

The effectiveness of com
m

unication betw
een a 

com
pany and investors depends not only on the 

choice of com
m

unication channels. It is greatly 

determ
ined by the kind of inform

ation passed 
on to investors. Investors in P

olish com
panies, 

especially foreign ones, assess the process of 
com

m
unication w

ith com
panies they invest in and 

relations w
ith these com

panies by focusing their 
attention to the accuracy of received inform

ation 
(d

ziaw
go, G

ajew
ska-jedw

abny, 2006). 

Traditional 
com

m
unication 

w
ith 

investors 
is 

based on inform
ation about past events since 

m
ost 

financial 
reporting 

standards 
concentrate 

on 
historical 

inform
ation, 

w
hich 

is 
useful 

but 
insufficient to assess the com

pany value fully. It 
does not fully reflect factors that considerably 
influence 

the 
com

pany 
value 

in 
the 

future. 
C

hanges in global econom
y cause that the value 

is to a greater degree determ
ined by intangible 

assets. The follow
ing factors deserve attention: 

organizational 
factors 

(e.g. 
corporate 

strategy, 
organizational 

culture), 
hum

an 
factors 

(e.g. 
em

ployees’ 
professional 

qualifications) 
as 

w
ell 

as 
those 

factors 
w

hich 
depend 

on 
m

arketing 
activities, related to custom

er base, for instance. 
The structure of custom

er portfolio, custom
ers’ 

value, 
their 

purchase 
behaviour 

patterns 
and 

psycho-dem
ographic 

features 
are 

not 
taken 

into 
consideration 

in 
the 

com
pany’s 

financial 
statem

ent and disregarded in com
m

unication w
ith 

shareholders. A
t present com

panies have to fulfill 
vast inform

ation requirem
ents only in relation to 

financial data since they are obliged to publish 
financial statem

ents on fixed dates. H
ow

ever, the 
date w

hen the inform
ation is to be published can 

be delayed (in P
oland by six m

onths) and that 
m

akes the inform
ation incom

plete (as it takes 
into consideration inform

ation only on com
pany’s 

assets and financial situation) and obsolete. A
ll this 

fails to m
eet investors’ expectations w

ho assess 
com

panies’ value on the basis of the received 
inform

ation. In such a case if com
panies w

ant to 
retain their investors they should m

ake an effort to 
provide their shareholders w

ith reliable inform
ation 

w
hich w

ould enable them
 to assess the value of 

the com
panies correctly.   

R
esearch conducted am

ong P
olish com

panies 
indicates 

that 
investors 

expect 
both 

financial 
inform

ation 
and 

inform
ation 

about 
intangible 

aspects of com
pany perform

ance (chart 2).
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C
hart 1 C

om
m

unication tools used in contacts w
ith investors by Polish com

panies versus 
investors’ preferences  

S
ource: B

ased on: d
. d

ziaw
go, a

. G
ajew

ska-jedw
abny, r

elacje inw
estorskie – now

oczesna kom
unikacja spółek z rynkiem

, 
C

e
O

, kw
iecień 2006, p. 22.

W
hen investors assess the value of com

panies 
they invest in, they seek inform

ation on com
panies’ 

operational strategies, expected trends/changes 
in 

an 
environm

ent 
and 

inform
ation 

about 
the 

present com
pany environm

ent (e.g. custom
ers, 

com
petitors). 

A
t 

the 
sam

e 
tim

e 
it 

should 
be 

em
phasized that investors require such inform

ation 
although they assess its quality low

. Investors 
are very critical tow

ards the quality of received 
inform

ation 
about 

expected 
changes 

in 
the 

m
arket environm

ent, future financial forecasts and 
strategies (chart 3). Inform

ation concerning value 
generators and the current m

arket environm
ent 

w
as also assessed low

.

Investors w
ho invest in P

oland are not alone in 
that assessm

ent. R
esearch conducted in C

enter 
for 

B
usiness 

Innovation 
(C

B
I) 

indicates 
that 

over 80 per cent of investors receive very little 
inform

ation about intangible value grow
th factors 

(M
arcinkow

ska, 2006).

O
n the basis of the above one can claim

 that 
investors do not have sufficient inform

ation at 
their disposal, especially the inform

ation regarding 
intangible 

aspects 
of 

com
pany 

perform
ance, 

w
hich is fundam

ental to a reliable assessm
ent of 

the com
pany value and investm

ent decisions in 
an unpredictable environm

ent. The inform
ation 

published 
by 

com
panies 

is 
usually 

seriously 
delayed and it does not take into consideration all 
factors w

hich at present enable them
 to gain and 

sustain m
arket advantage. E

norm
ous difficulties 

in assessing the value of these entities are the 
consequences of this situation. 

C
hart 2 K

inds of inform
ation required by investors to assess com

pany perform
ance

S
ource: d

. d
ziaw

go, a
. G

ajew
ska-jedw

abny, r
elacje inw

estorskie – now
oczesna kom

unikacja spółek z rynkiem
, C

e
O

, kw
iecień 

2006, p. 23.

C
hart 3 The assessm

ent of inform
ation received by investors from

 com
panies

S
ource: d

. d
ziaw

go, a
. G

ajew
ska-jedw

abny, r
elacje inw

estorskie – now
oczesna kom

unikacja spółek z rynkiem
, C

e
O

, kw
iecień 

2006, p. 24.

C
om

m
unication of inform

ation about 
custom

ers as bank’s resource
Inform

ation 
regarding 

the 
key 

elem
ent 

of 
a 

com
pany environm

ent, i.e. custom
ers, is rarely 

com
m

unicated 
to 

investors. 
B

ut 
it 

has 
to 

be 
rem

em
bered that lasting and profitable custom

er 
relations are perceived by present and potential 
investors as a valuable source of the com

pany 
value. C

ustom
ers guarantee a sales upturn, higher 

m
argins and an increase in profit. They all stem

 from
 

custom
ers’ changed buying behaviour patterns 

but also from
 new

 custom
ers attracted by regular 

custom
ers’ recom

m
endation. C

ustom
er relations 

can be regarded as a strategic com
pany resource 

determ
ining its lasting com

petitive advantage and 
the long term

 value because according to the 
resource theory of com

pany it is characterized by 
all features specific to strategic resources. They 
are unique, rare, valuable, difficult to im

itate and 
im

possible to substitute adequately (B
arney, pp. 

105-106).     

The reason w
hy the inform

ation is not accessible 
to 

investors 
is 

w
orth 

considering. 
R

esearch 
conducted by the author am

ong m
anagers of 

banks w
hich operate in P

oland and are quoted 
on the W

arsaw
 S

tock E
xchange leads to the 

conclusion that the reason does not lie in a lack 
of such inform

ation. P
oland’s and w

orld banking 
sector is believed to have at its disposal the biggest 
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and best organized custom
er data bases. R

esults 
of the research conducted by the author confirm

 
these opinions. A

ll banks w
hich participated in the 

survey confirm
ed that they collect and use detailed 

inform
ation 

about 
their 

custom
ers 

since 
this 

inform
ation contains basic data about custom

ers, 
i.e. the nam

e and teleaddress data as w
ell as data 

about the period of cooperation. In m
ost analyzed 

financial institutions the inform
ation regarding the 

value and frequency of purchase is also generated. 
It also often includes data about custom

ers’ needs, 
their purchasing capacity and profitability. In half 
of the banks w

hich participated in the research 
the 

inform
ation 

about 
custom

ers’ 
queries 

and 
com

m
ents as w

ell as costs of custom
er service 

is available. The respondents indicated also the 
inform

ation about the num
ber and kinds of products 

used by custom
ers, custom

ers’ profitability, their 
credit capacity and granted credits.         

The effective m
anagem

ent of custom
er relations 

requires that conducted analyses be com
prehensive 

and involve various aspects of custom
er relations. 

C
om

m
ercial 

banks, 
w

hich 
operate 

in 
P

oland, 
declare that they carry out m

ost analyses relating 
to custom

er relations m
anagem

ent (table 1). 

The distribution of answ
ers indicates that the 

biggest group of com
panies w

hich participated in 
the research conduct analyses regarding m

ainly 
the level of custom

ers’ activity. P
articular attention 

should be paid to analyses of the custom
er share 

in the product portfolio and an analysis of the 
period of cooperation w

ith individual custom
ers. 

The form
er analysis is m

ade in eleven banks, 
w

hereas in eight banks it is conducted on a 
regular basis and in three banks it is perform

ed 
w

hen is necessary. Ten entities do a survey on the 
period of cooperation, seven of these ten entities 
conduct it on a regular basis and three do a survey 
irregularly. R

esearch results lead to the conclusion 
that analyses concerning custom

ers’ profitability 
are im

portant. A
m

ong banks’ analyses concerning 
custom

er relations m
anagem

ent, the popularity of 
the survey on reasons behind the loss of custom

ers 
deserves attention. S

uch a survey is conducted 
on a regular basis in six institutions and in four 
institutions it is done as the need arises.         

G
aps in com

m
unication betw

een banks 
and investors
A

s banks w
hich operate in P

oland have access 
to detailed inform

ation about intangible resource 
w

hich are custom
ers w

hy, according to investors, 
the inform

ation com
m

unicated to them
 does not 

m
eet their needs fully. W

hy a substantial part of 
inform

ation regarded by investors as im
portant 

in order to assess the investm
ent attractiveness, 

is 
not 

m
ade 

available 
or 

is 
of 

low
 

quality? 
D

eliberations presented here provoke search for 
reasons behind the low

 quality of com
m

unication 
betw

een banks and investors regarding intangible 
value generators such as custom

er relations, in 
three areas (picture 3).    

First of all, they stem
 from

 possibilities of these 
financial 

institutions 
as 

w
ell 

as 
m

anagers’ 
readiness to reveal certain inform

ation. O
n the one 

hand, according to accounting reporting standards 
bank m

anagers are not required to publish certain 
data. O

n the other hand, although banks have 
access to a lot of data about this value generator, 
they have not developed proper m

easures to 
assess the resource of custom

ers as w
ell as 

uniform
 m

ethods for presenting this inform
ation 

to the environm
ent. A

s far as banks’ intangible 
resources are concerned it should be noticed that 
in P

oland financial institutions w
ebsites provide 

inform
ation on banks’ activities for the benefit of 

an environm
ent, the natural environm

ent, hum
an 

resources 
or 

the 
operational 

strategy. 
B

anks 
present also w

ays in w
hich objectives related to 

developing lasting custom
er relations and declared 

in their operational strategies are achieved. They 
do that by presenting m

ainly w
ays of m

odification 
and differentiation of a bank offer. N

one of the 
banks presents the results of these activities e.g. 
custom

er 
value, 

resignation 
rate 

or 
custom

er 
retention. This kind of inform

ation seem
s to be an 

excellent source of inform
ation for investors about 

the stability of these institutions and can form
 the 

basis for a com
prehensive assessm

ent of banks’ 
value.      

Table 1 - The subject of banks’ analyses of custom
er relations developm

ent

S
ource: B

ased on self-study.

Picture 3 R
easons for incom

patibility of inform
ation im

parted by banks in Poland w
ith 

investors’ needs

S
ource: self study based on: W

ycena i zarządzanie w
artością firm

y, ed. a
. S

zablew
ski, r

. tuzim
ek, P

oltext, W
arszaw

a 2004, p. 
463, in: S

. d
iP

iazza, r
. e

ccles, B
uilding P

ublic trust, john W
iley &

 S
ons, N

ew
 york 2002.
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A decision not to im
part inform

ation to investors can 
arise from

 the fact that banks’ boards of directors 
m

ay regard it as confidential. B
oards of directors 

are likely to be reluctant to im
part inform

ation 
on the resource of custom

ers in fear of the loss 
of com

petitive advantage. They think that the 
inform

ation on the num
ber, kinds and value of their 

custom
ers or custom

er loss indexes can be used 
by their com

petitors and underm
ine their m

arket 
position. In fact, im

parting full inform
ation does 

not underm
ine the advantage, but on the contrary 

strengthens it because investors can m
ake a 

reliable and long-term
 assessm

ent of a com
pany 

and strengthen their position on the capital m
arket. 

It should be em
phasized that banks are not alone 

in this m
atter. A

s the research conducted in other 
businesses 

indicates 
the 

inform
ation 

on 
the 

generator of the com
pany value, i.e. custom

ers, is 
deliberately om

itted (D
iP

iazza, E
ccles, 2002).    

Finally, 
the 

research 
results 

presented 
above 

(see chart 2 and 3) lead to the conclusion that the 
reason behind the incom

patibility of inform
ation 

is its low
 quality, its inappropriateness and the 

w
rong am

ount of inform
ation com

m
unicated to 

investors. Thus m
anagers of banks in P

oland 
m

ake it im
possible for investors to assess these 

com
panies properly.  

C
onclusion

P
rocesses, w

itnessed both in P
oland and all over 

the w
orld, such as globalization, an increase in 

significance of capital m
arkets and institutional 

investors, technological revolution and the freedom
 

of capital flow
, m

ake com
panies concentrate on 

the increase in their ow
n value. In this context the 

com
pany’s com

m
unication policy w

ith present and 
potential shareholders acquires significance.  

The 
process 

of 
com

m
unication 

w
ith 

investors 
should include not only financial and m

aterial 
inform

ation. B
ecause the com

pany value is m
ainly 

determ
ined by intangible factors, it is necessary 

to im
part inform

ation regarding these factors on a 
regular basis. A

ttention should not only be paid to 
the inform

ation regarding em
ployees or com

pany’s 
operational strategy but also to the inform

ation 
relating 

to 
current 

and 
potential 

custom
ers. 

The level of their loyalty, the rate of detention, 
custom

ers’ life value, the num
ber of com

plaints, 
the rate of resignation, the costs of attracting 
new

 custom
ers and the level of their satisfaction 

form
 the basis for the assessm

ent of their activity. 

R
evealed inform

ation should explicitly indicate that 
the com

pany board of directors treat custom
ers 

and relations w
ith them

 as the key generator of 
value at present and in the future.   

The analysis of secondary sources as w
ell as the 

direct research conducted by the author lead to 
the conclusion that banks w

hich operate in P
oland 

have access to a broad base of inform
ation about 

the intangible resource of custom
ers, but they do 

not im
part this inform

ation to their shareholders. 
The situation leads to the conclusion that there 
is a need for developing aw

areness am
ong bank 

m
anagers of the necessity of im

parting appropriate 
inform

ation to their shareholders (not only financial 
inform

ation). O
n the other hand, the situation m

akes 
one realize that it is necessary to develop and 
bring into general use som

e form
al procedures for 

gathering and revealing inform
ation, w

hich is not 
included in the existing accounting procedures.   
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A
bstract

C
ustom

er behaviour and decision m
aking process 

are m
ainly determ

ined by having inform
ation and 

access to such inform
ation.  The internet tool that 

can enable contact and interaction w
ith custom

ers 
is a w

ebpage w
ith all its functions. The purpose of 

the study is to investigate how
 custom

ers assess 
banks w

ebsite functionality in the P
olish banking 

m
arket. The paper w

ill first describe som
e existing 

W
eb 

evaluation 
concepts 

and 
approaches, 

follow
ed by the introduction of a m

odel of w
ebsite 

functionality criteria obtained by literature review
 

and verified by independent experts.  A
nd next, 

it presents custom
er evaluation of banks w

ebsite 
functionality. The study focuses on indicating the 
im

portance 
of 

w
ebsite 

functionality 
criteria 

by 
custom

ers and exam
ines how

 custom
ers perceive 

banks w
ebsites and their functions and facilities. 

The 
analysis 

exam
ined 

that 
banks 

custom
ers 

did not have precise expectations of w
ebsites 

functionalities. 
The 

level 
of 

aw
are 

custom
er 

judgem
ents indicated low

 ability to differentiate 
the im

portance of particular dim
ensions of w

ebsite 
functionality. It turned out that for custom

ers the 
m

ost im
portant is transaction dim

ension and the 
possibility of access to full online transactional 
functionality. 

The 
findings 

show
ed 

that 
the 

significant im
portance w

as also noticed for such 
criteria as inform

ation of cost and value of product 
and w

ebsite applications enabling registration of 
user’s details and online requests for financial 
products.

K
ey 

w
ords: 

w
ebsite 

functionality, 
custom

er 
expectations, functionality criteria

Introduction
The im

provem
ent of custom

er know
ledge has 

been discussed in the literature as an appropriate 
strategy to achieve the com

petitive advantage. In 
the era of ‘new

 econom
y’ changes in custom

er 
behaviour 

are 
ascribed 

to 
the 

internet. 
The 

attention is draw
n to the internet and new

 m
edia 

and their deploym
ent to m

eet the expectations of 
online custom

ers better. The internet tool that can 
enable contact and interaction w

ith custom
ers is 

a w
ebpage w

ith all its functions. A com
pany can 

use its w
ebsite to provide a variety of facilities to 

its custom
ers, for exam

ple: to offer inform
ation 

about products and organization as an elem
ent 

of prom
otional policy, to m

anage contact w
ith 

custom
ers, to exchange inform

ation and carry out 
transactions. 

The purpose of the study is to investigate how
 

custom
ers 

assess 
banks 

w
ebsite 

functionality 
in the P

olish banking m
arket. The paper w

ill first 
describe som

e existing W
eb evaluation concepts 

and approaches, follow
ed by the introduction of 

a m
odel of w

ebsite functionality criteria obtained 
by literature review

 and verified by independent 
experts.  A

nd next, it presents custom
er evaluation 

of banks w
ebsite functionality. The study focuses 

on indicating the im
portance of w

ebsite functionality 
criteria by custom

ers and exam
ines how

 custom
ers 

perceive banks w
ebsites and their functions and 

facilities. 

Literature review
W

ebsite evaluation concepts and fram
ew

orks are 
relatively new

 as they have been developed since 
the m

id1990s (D
avidson R

, 2002).  From
 review

ing 
the literature it becom

es evident that m
ost studies 

focus on ‘evolutionary approaches’ and present 
different stages of w

ebsite developm
ent in different 

sectors and industries. 

A
ccording to the literature one w

ay of classifying 
w

ebsites 
is 

the 
m

ethod 
called 

‘stages 
of 

developm
ent m

odels’. In this case, w
e can find 

different stages of the developm
ent of functionality 

characteristic to each stage. The w
ay to classify a 

w
ebsite is based on the rule that its functionality is 

com
pared to those on the list and the site is slotted 

into the stage of best fit, i.e. the stage w
ith the m

ost 
features from

 the w
ebsite (D

avidson R
, 2002). A 

list of different studies of w
ebsite developm

ent and 
its stages are given in table one.

From
 review

ing the selected literature it can be 
inferred the stages of developm

ent of w
ebsites 

m
odels 

described 
highlight 

the 
need 

for 
researchers to understand the concept of w

ebsite 
functionality and identify the m

ain fields of this 
functionality. A

lthough the approaches tow
ards 

w
ebsite developm

ent stages are slightly different 
from

 each other, all of them
 tend to include the 

dim
ensions 

of 
w

ebsite 
functionality 

that 
cover 

aspects of Inform
ation, Interaction, Transaction 

and R
elation. Table tw

o describes the adopted 
m

odel for w
ebsite functionality w

ith these four 
categories and their characteristics.

R
esearch m

ethodology
W

ebsite functionality criteria obtained by literature 
review

 w
ere verified by a group of experts. The 

D
elphi m

ethod w
as utilized to specify a list of criteria 

and gather suitable inform
ation in order to evaluate 

the im
portance of banks w

ebsite functionality. The 
w

hole process w
as based on a structured w

ay of 
collecting and distilling know

ledge from
 a group of 

experts. The selection of the experts involved tw
o 

steps:

Identification of five banks operating on 
the P

olish m
arket that are m

arket leaders 
in electronic banking, based on the banks 
ranking created by P

olish Financial P
ortal 

(M
acierzynski 2005). 

S
ending requests to the institutions to choose 

one m
anager, w

ho has experience in w
ebsite 

areas and w
orks for m

arketing or electronic 
departm

ent, to participate in the research. 

Furtherm
ore, 

the 
first 

set 
of 

suitable 
m

aterial 
w

as sent to the experts w
ith the characteristics 

of key categories and a list of criteria w
ith a 

questionnaire. The m
ain objective of this phase 

w
as to collect initial suggestions and opinions on 

the w
ebsite functionality criteria. The experts w

ere 
allow

ed to change all the nam
es and descriptions 

of a particular criterion, add, delete or rephrase 
the list using a questionnaire. Their feedback w

as 
analysed and used to redefine the functionality list 
for the second contact w

ith experts. D
uring the next 

step all the criteria w
ere classified to the proper 

key category. A
dditionally, experts provided their 

opinions concerning w
ebsite functionality im

pact 
on custom

er behaviour. Finally, five interview
s 

w
ith the experts w

ere conducted to specify all the 
details on the list.

The next stage of the study w
as to indicate the 

im
portance 

of 
w

ebsite 
functionality 

criteria 
by 

custom
ers and exam

ine how
 they perceive banks 

w
ebsites and their functions and facilities. B

ased 
on the created list of banks w

ebsite functionality 
criteria the survey questionnaires w

ere constructed. 
The 

study 
w

as 
conducted 

using 
com

puter 
assisted w

eb interview
 m

ethod (C
AW

I) on one of 
the biggest P

olish internet portal in S
eptem

ber/ 
O

ctober 2008. there w
ere tw

o versions of the 
online questionnaire, w

hich contained a com
m

on 
part and differentiating elem

ent. The M
axim

um
 

D
ifference S

caling (M
ax D

iff) m
ethod w

as used in 
the first version to investigate custom

er im
portance 

according 
to 

w
ebsite 

functionality 
criteria. 

 
In 

the second version respondents w
ere asked to 

appraise the list of functionality criteria on the 
seven-item

 scale in term
s of their im

portance to 
the ideal w

ebsite. the sam
ple consisted of 4,314 

accom
plished questionnaires. The dem

ographic 
and w

eb usage profile of the respondents is found 
in the table below

.

••
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Table 1. Sum
m

ary of W
ebsite developm

ent m
odels and approaches

Table 2. A
dopted m

odel of w
ebsite functionality dim

ensions

In each category researchers identified a list of detailed criteria m
easuring the exact key category: 1. Inform

ation – tw
enty one 

criteria, 2. interaction – nine criteria, 3. transaction – five criteria, 4. r
elation – seven criteria (see table below

).
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Table 3. List of banks w
ebsite functionality criteria

Table 4. R
espondent Profile

C
ustom

er evaluation of banks w
ebsite 

functionality in the P
olish banking m

arket - 
findings

B
anks custom

ers do not have clearly specified 
expectations concerning w

eb pages, w
hich are 

m
ainly judged according to their functionality, i.e. 

how
 they m

eet specific needs (e.g. carrying out a 
transaction, finding inform

ation, etc.).

The level of conscious custom
er opinions concerning 

the 
significance 

of 
specific 

w
ebsite 

functions 
show

s low
 ability to differentiate the im

portance of 
a particular dim

ension. It is exem
plified by great 

significance of interaction dim
ension, w

hich on 
account of its relative attractiveness w

as, on the 
level of declarations, ranked very high as far as 
im

portance is concerned in com
parison w

ith the 
other analysed categories.  

The study results show
 custom

ers’ low
 capability 

of 
w

ebpage 
functions 

differentiation. 
O

n 
the 

conscious level, their com
m

on characteristic is 
high 

level 
of 

attractiveness, 
w

hich 
contributes 

to 
giving 

them
 

sim
ilar 

assessm
ents. Yet, 

if 
it 

becom
es necessary to choose betw

een the m
ost 

and the least essential function of all - it appears 
that the transaction category is definitely the m

ost 
significant one; far m

ore im
portant than all the 

other ones.

Tw
o approaches w

ere taken in order to define the 
im

portance of particular bank w
ebsite functions:

In the first version of the questionnaire the 
im

portance of functionality features of an ideal 
w

ebsite w
as estim

ated; the study results for the 
first version of the questionnaire are presented 
under the term

: C
H

O
IC

E
S

.

•

In the second version of the questionnaire the 
need for the appearance of certain functionality 
elem

ents w
as m

easured by m
eans of 7-item

 
scale; the study results for the second version 
of the questionnaire are presented under the 
term

: D
E

C
LA

R
ATIO

N
S

. 

The above analysis rendered results defining the 
im

portance of the studied elem
ents by m

eans of 
the follow

ing indicators:

- ‘average im
portance / functionality’ of a given 

elem
ent - in case of the elem

ents evaluation by 
m

eans of both M
ax d

iff m
ethod and seven-item

 
scale each of the studied elem

ents for every 
respondent had num

erical im
portance m

easure 
ascribed to it (in case of M

ax D
iff m

ethod the 
m

easure is calculated by m
eans of hierarchy-

bayes analysis, in case of seven-item
 scale it 

is the num
ber from

 one to seven ascribed to a 
given function by a respondent). Then, for each 
factor average im

portance / functionality for all the 
respondents is m

easured (the total of im
portance 

/ functionality m
easures of all the respondents 

for 
a 

given 
factor 

divided 
by 

the 
num

ber 
of 

respondents), 

‘standardized results’, w
hich is standardized 

average im
portance / functionality (calculated 

num
erical values reduced to norm

al distribution 
w

ith the m
ean of zero and standard variation 

one) average preferences/ im
portance of each 

factor (value above zero - im
portance above 

the average in com
parison w

ith the other 
studied factors, value below

 zero - im
portance 

below
 the average). This index is em

ployed 
w

hen w
e com

pare results obtained w
hile using 

M
ax D

iff m
ethod w

ith the results obtained using 
scale evaluation.

••
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C
hart 1. Average category im

portance evaluation-D
EC

LA
R

ATIO
N

S

C
hart 2. Average category im

portance evaluation-C
H

O
IC

ES

In case of both choices and declarations the 
m

ost im
portant banks w

ebsite functions belong 
to a banking transaction category. A

ll its elem
ents 

received high im
portance m

easures and scored 
high in the ranking. A

lthough this category is best 
assessed both by internet banks custom

ers and 
by ordinary banks custom

ers, the form
er group 

gives it m
any m

ore points.

The m
ost essential factors in this category are:

the possibility of carrying out financial 
operations/transactions on users’ accounts and 
currency accounts

•

the possibility of view
ing account status/ 

m
aking changes in services

the possibility of purchasing services w
ithout 

having to turn up at a bank.

The least im
portant elem

ent of this category is the 
possibility of com

bining (aggregating) data from
 

different 
accounts 

and 
services 

(although 
this 

factor still occupies the top in the second ten in 
the ranking).

The least essential category, no m
atter w

hich 
m

easurem
ent 

m
ethod 

is 
used, 

is 
interaction. 

The least valued elem
ents of this category are 

discussion forum
s or chats, questionnaire surveys, 

••

on-line interview
s and num

ber of w
ebsite visitors 

registration

The attributes w
hich w

ere singled out as the 
m

ost im
portant in this category are the possibility 

of logging on to a particular service  and the 
possibility of carrying out financial sim

ulations. 
B

oth elem
ents w

ere placed in the first ten of the 
factors im

portance ranking. H
ow

ever, due to the 
fact that all the other factors w

ere thought to be 
of low

 im
portance, the w

hole interaction category 
also received low

 im
portance in relation to the 

other dim
ensions. 

The 
assessm

ent 
of 

inform
ation 

category 
is 

com
parable to the assessm

ent of relation category. 
The im

portance of the tw
o categories lies betw

een 
the m

ost im
portant category - transaction and 

the least im
portant one - interaction. in case of 

inform
ation category the m

ost significant functions 
are:inform

ation about rates and charges

inform
ation about the Internet transactions 

security for custom
ers.

B
oth features w

ere placed in the first ten of the 
ranking. The low

est positions w
ere taken by the 

follow
ing functions of this category:

com
pany’s history, m

ission, goals and the 
overview

 of its activities,

bank’s press releases record

inform
ation about m

anagem
ent and staff.

In relation category the m
ost valued elem

ents 
are:contacts and links to a bank’s em

ployee that 
enable receiving answ

ers to specific questions

loyalty program
s and cards for regular 

custom
ers

access to free inform
ation about financial 

m
arket and/ or bank’s offer.

The least valued elem
ents of relation dim

ension 
are:w

ebsite’s search engine

frequently asked questions and answ
ers list.

••••••••••

For the vast m
ajority of the studied features no clear 

differences w
ere observed in relation to the position 

in the ranking for M
ax D

iff’s results (choices) and 
results gathered through assessm

ents on the scale 
(declarations), as w

ell as in case of com
parisons of 

‘standardized results’ (only in a few
 cases it can be 

observed that a value for a given feature reaches 
a position below

 zero in one case and above zero 
in another one).  

C
onclusion

The article presents the results of banks w
ebsite 

functionality 
assessm

ent 
by 

purchasers 
on 

the 
P

olish 
m

arket. 
B

anks’ 
custom

ers 
have 

varied opinions on the significance of w
ebpage 

functionality 
criteria. 

They 
express 

differing 
expectations, w

hich have little influence on the 
choice of a bank, though.

The possibility of carrying out financial transactions, 
w

hich is attractive to custom
ers of electronic banks, 

or of those banks w
hich have really extensive 

transactional pages, has the biggest influence on 
bank’s assessm

ent.

The 
research 

analysis 
indicates 

that 
Internet 

banking custom
ers are satisfied w

ith using banks 
w

ebsites, as w
ell as applications and services 

available at their bank’s w
ebpage. O

ver half of 
the respondents is satisfied or fully satisfied w

ith 
w

ebsites functioning fast and w
ithout breakdow

ns. 
S

ite 
visitors 

in 
over 

50%
 

cases 
declare 

their 
positive assessm

ent of inform
ation available at 

the Internet pages and ease of w
ebsite navigation. 

The level of satisfaction is even bigger as far as 
usability and functionality of the internet services 
are concerned.

The 
significance 

of 
bank’s 

internet 
services 

assessm
ent 

is 
slightly 

different 
if 

a 
potential 

custom
er is looking for a bank in w

hich he is going 
to use a certain service, or if he has already chosen 
his bank. Internet portal assessm

ent by an internet 
user is particularly im

portant in the first stage, 
w

hich is connected w
ith seeking inform

ation about 
a product, com

paring different banks’ offers. If at 
this stage there are problem

s w
ith m

oving around 
the page, identification of searched inform

ation, 
an internet user w

ill m
ove quickly to another 

bank’s site, in this w
ay giving up on services of a 

bank w
hose page is not functional enough. The 

influence of w
ebsite assessm

ent is slightly w
eaker 

w
hen a potential custom

er has already decided to 
use a product offered by a certain bank, e.g. he 
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read about a specific product in the press or on the 
internet financial w

ebsite.

The results obtained from
 this research study have 

a huge m
eaning for econom

y practice. They give 
answ

ers to the follow
ing questions: how

 efficient 
and effective banks’ policy of constructing w

ebsites 
is, w

hat im
pact it exerts on building sustainable 

relationships 
w

ith 
a 

custom
er, 

and 
to 

w
hat 

extent it encourages clients to m
ake purchasing 

decisions. The research results m
ay also becom

e 
a 

valuable 
source 

of 
inform

ation 
for 

financial 
institutions’ m

anagers and they m
ay initiate project 

im
plem

entation in those com
panies.

It 
should 

also 
be 

clearly 
stressed 

that 
the 

instrum
ent of w

ebsite functionality assessm
ent 

created 
by 

researchers 
seem

s 
to 

be 
applied 

also in other sectors and branches of econom
y, 

w
hich constitutes an essential elem

ent for w
ebsite 

functionality evaluation. 
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A
bstract

S
ince the creation of the W

eb in early 90s, tw
o 

distinct groups of users had access to the W
eb: 

content creators w
ere to create and update W

eb 
pages and users could surf the W

eb and access 
inform

ation posted by the content creators. In the 
last few

 years, W
eb 2.0 technologies have em

erged 
that enable w

eb users to interact w
ith other users, 

create content, post it on w
eb pages, autom

atically 
get updated on changes occurred in sites m

arked 
as interesting and so on. W

eb2.0 tools support user 
interaction, collaboration and socialization. This is 
accom

plished through m
any services, including 

fora, blogs, w
ikis and com

m
unity based sites. The 

new
 online environm

ent is becom
ing increasingly 

popular and it is a fact that it changes not only the 
w

ay w
e com

m
unicate and collaborate, but also the 

w
ay w

e behave as consum
ers. U

sing W
eb2.0 tools 

in m
arketing is achieved a m

eaningful interaction 
and com

m
unication betw

een product com
panies 

and custom
ers. The w

ise use of this know
ledge 

w
ill help product m

akers to adapt them
selves 

and their products to the needs and perceptions 
of consum

ers. In other w
ords, the use of W

eb2.0 
tools in m

arketing is a key to record consum
ers’ 

preferences and decode their behaviour.  

This paper attem
pts to describe the phenom

enon of 
W

eb 2.0 services in C
yprus and m

ore specifically the 
relation of W

eb 2.0 w
ith m

arketing. O
ur objectives 

are to study C
ypriot users’ perceptions related w

ith 
W

eb 2.0 services, and their consum
ing behaviour 

using W
eb2.0 tools. To fulfil these objectives w

e 
follow

ed a specific research m
ethodology. W

e used 
an online social netw

ork site to attract our sam
ple 

and w
e placed there a link for our online survey. For 

that reason, w
e used non probability sam

pling and 
m

ore specifically a purposive sam
pling m

ethod. 
The online site of the survey had the capability to 
provide us direct w

ith the result analysis and w
e 

also used a statistical package for further analysis. 

The statistically analysed figures w
ere the base 

that w
e utilised for the interpretation of the results, 

satisfying 
the 

objectives 
and 

deriving 
specific 

recom
m

endations.

K
eyw

ords: W
eb2.0 tools, m

arketing, consum
er 

behaviour

Introduction
In the last few

 years, people w
ho use the Internet 

they probably have com
e across w

ith the term
 

W
eb 2.0 Teague, (2007). W

ith this term
 scientists 

of com
m

unication and inform
ation technologies 

try to depict the change of W
orld W

ide W
eb as 

a 
personalised 

platform
 

for 
user 

interaction, 
collaboration and com

m
unication. The ancestor of 

new
 W

eb, W
eb 1.0 w

as nothing else than content 
stored in a server. U

sers could search and check 
out inform

ation but they w
ere not able to create 

any.

W
eb 2.0 cam

e into life w
hen Tim

 O
’R

eilly hosted 
a conference about it, in w

hich W
eb and business 

pundits defined the m
ain principals of W

eb 2.0:

The W
eb as application delivery platform

. S
o 

far users had to purchase softw
are and run 

it to their com
puters. W

ith W
eb 2.0 this is not 

necessary, since softw
are is licensed and run 

over the W
eb Teague, (2007).

The end of softw
are versioning. S

oftw
are is 

continuously updated and im
proved Teague, 

(2007).

D
ata is a driving force. D

evelopm
ent is based 

on inform
ation Teague, (2007).

Visitor contributions through “A
rchitecture of 

participation”. In W
eb 2.0 users have the ability 

to create and distribute content in an online 
com

m
unity Teague, (2007).

••••
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U
biquitous content and service syndication. S

o 
far, the user w

as just the audience of online 
content. W

ith W
eb 2.0 Internet becom

es a 
personalised distribution netw

ork Teague, 
(2007).

S
om

e of the m
ost know

n social m
edia are: blogs, 

social netw
orks, w

ikis and forum
s. 

B
logs: this is a w

idely used service and m
aybe 

the m
ost popular from

 other form
s of social m

edia. 
B

logs are like online journals that show
 the users’ 

entries and the m
ost recent is the one that w

e can 
see first M

ayfield, (2008). 

S
ocial netw

orks: a
ccording to M

ayfield, (2008) 
are w

ebsites that people can use to develop 
their personal w

eb pages and then use them
 to 

connect w
ith friends to start content sharing and 

com
m

unication. S
uccessful exam

ples of social 
netw

orks are Facebook and M
yS

pace.

W
ikis: are w

ebsites in w
hich people can add or edit 

content. It is like a public docum
ent or data base in 

w
hich everyone can contribute to the inform

ation 
that is provided. A w

ell know
n exam

ple of W
iki is 

W
ikipedia, the online encyclopaedia, w

hich has 
over 1.5 m

illion articles published in E
nglish alone 

M
ayfield, (2008).

Forum
s: are areas that people use for online 

discussions, m
ostly for specific topics and interests. 

Forum
s predate the advent of the term

 ‘social 
m

edia’ and are a pow
erful and popular elem

ent of 
online com

m
unities M

ayfield, (2008).

W
eb 2.0 in business

C
om

panies use m
arketing techniques in order to 

stim
ulate the custom

er’s senses and create to him
 

the need to consum
e products.

O
ne of the m

ain aspects of W
eb 2.0 is the user 

participation. C
om

panies incorporating W
eb 2.0 

applications 
could 

enable 
users 

to 
participate 

in 
m

arketing 
procedures. 

A 
direct 

interaction 
betw

een users and corporate products is achieved 
and m

arket research becom
es not just quicker, but 

also cheaper C
andace, (2008).

S
ocial netw

orks e.g. Facebok and M
yS

pace, gained 
a huge acceptance from

 users.  This characteristic 
provides to m

arketers and com
panies w

ith endless 
possibilities H

em
p (2006).  W

ith Facebook users 
create 

their 
social 

profile, 
interact 

w
ith 

other 

•
users through text, photos and videos and also 
have the ability to review

 profile of others in the 
netw

ork. M
yS

pace is based on the creation of a 
com

m
unity and users share photos and interests 

w
ith a netw

ork of m
utual friends. M

any com
panies 

started m
aking their ow

n social netw
orking sites 

attracting users online and interacting w
ith them

 
C

andace, (2008). the advanced technology and 
the continuously grow

th of social netw
orks could 

com
pletely 

change 
the 

consum
ing 

behaviour. 
In such netw

orks, the m
ore contacts som

eone 
has the m

ore leads w
ill produce and finally the 

m
ore m

oney w
ill m

ake Ü
stüner, T. and G

odes, D
. 

(2006).

A
nother em

erging trend w
hich is based on W

eb 2.0 
architecture is the developm

ent of virtual shops in 
virtual w

orlds. In a virtual w
orld e.g. S

econd Life 
and There, users have the ability to create their 
ow

n characters (avatars) and interact w
ith each 

other in a virtual environm
ent. R

esidences of this 
“w

orld” m
eet each other, socialize, participate in 

activities and create and trade properties and 
services C

andace, (2008). in S
econd life, a know

n 
A

m
erican clothing apparel opened a virtual shop in 

M
ay 2006, setting new

 standards on consum
ing 

behaviour. 
A

ctions 
like 

that 
give 

com
panies 

the opportunity to test their products and get 
directly feedback for product custom

ization and 
im

provem
ent.

B
logs are also im

portant for a com
pany. M

edia 
m

onitoring is essential for a business because it 
reveals w

hat is said about an organization and 
its com

petitors. Today, B
logs are a valuable part 

of m
edia m

onitoring. U
sually people w

ho w
rite 

in blogs are experts of the topic on w
hich they 

blog and could provide useful inform
ation to the 

com
pany about their product or their im

age, so 
the com

pany know
s its position in the m

arket 
and w

hat should do to im
prove that H

oltz S
. and 

D
em

opoulos T., (2006).

R
esearch M

ethodology
The research m

ethodology and the findings for this 
paper are part of the thesis “U

sers’ perceptions on 
W

eb 2.0 services in C
yprus” w

hich w
as developed 

for the fulfilm
ent of M

asters D
egree at the U

niversity 
of N

icosia in C
yprus.

O
ur research took place in C

yprus. It w
as based on 

the observation of the W
eb 2.0 phenom

enon, w
e 

tried to identify its characteristics and the im
pact 

it has on consum
ing behaviour. O

ur goal is not 

to m
ake any deep analysis of the phenom

enon, 
but to describe it and for that reason is clear that 
w

e follow
ed the positivist research philosophy 

and 
used 

the 
descriptive 

approach. A
lso, 

w
e 

developed the theory that C
ypriots do not use 

extensively W
eb 2.0 tools for m

arketing purposes 
and w

e follow
ed the m

ethod of deduction in order 
to confirm

 that our theory is general accepted. For 
that reason w

e conducted an online questionnaire 
and distributed to people w

ho are m
em

bers of 
a w

ell know
n social netw

orking site. The results 
w

e took back from
 the sam

ple of the population 
w

ere 
statistically 

analysed, 
w

hich 
m

eans 
that 

w
e follow

ed a quantitative research approach. 
The sam

pling m
ethod w

e utilised w
as the non 

probability and particularly the purposive sam
pling. 

The specifications of our sam
ple w

ere to be people 
w

ho live in C
yprus and are users of social Internet. 

That’s w
hy w

e used a social netw
orking site in 

order to attract participants. The data collection 
achieved through the online questionnaire and 
the reason of our choice w

as that this m
ethod, is 

w
idely used in surveys, it is cost efficient and easy 

to adm
inister.

R
esearch Findings

The questionnaire w
e distributed has been online 

for a three w
eek tim

e period. For participation to 
our survey, w

e sent an invitation w
ith the form

 
of a link to one of the m

ost w
ell know

n social 
netw

orking sites. W
e avoided to sent invitation to 

sim
ilar w

ebsites, because m
ost of the users have 

accounts to m
any of them

 and that could cause 
duplication of the results. Interested participants 
could easily take part by clicking on the link http://
w

w
w

.m
ysurvs.com

/survey/201708015/ w
hich w

as 
located in a social netw

ork site.

Figure 1 presents the participants to the survey. 
O

ur population w
ere1,380 people and from

 them
 

only 112 replied to the survey w
hich w

ere our 
sam

ple. W
e had a response rate of (8.12%

) w
hich 

w
as expected, if w

e think the short tim
e period 

of the survey. the m
en of the sam

ple w
ere 41 or 

(63%
) and the w

om
en 71 or (37%

.)

Figure 
2 

presents 
the 

average 
age 

of 
the 

participants. The m
ales have an average age of 

25.2 years old and the fem
ales 24.7 years old.

A
ccording to Figure 3 all the participants in our 

survey 
w

ere 
C

ypriot 
citizens. 

A
lthough 

som
e 

of them
 w

ere born in different countries. M
ore 

particularly, (72%
) of sam

ple w
ere C

ypriots, (3%
) 

G
reeks, another (7%

) from
 u

.k
. and (18%

) from
 

other countries and m
ostly from

 R
ussia.

Figure 4 show
s the education level of participants. 

A
ccording to the results w

e realise that the m
ajority 

of participants w
ho use social netw

orking sites are 
com

ing from
 all higher educational levels. In m

ore 
detail, (23%

) of the participants have finished high 
school and are currently students, (21%

) have a 
college degree, (31%

) have a U
niversity degree, 

(20%
) have a M

aster’s degree and (5%
) have 

other degrees; half of them
 are P

hD
 holders.

In Figure 5 m
ost of the participants w

ho use social 
netw

orking are single. M
ore specific, (86%

) are 
single, (13%

) are m
arried and a sm

all percentage 
of (2%

) are divorced or separated. A
n explanation 

to that could be that the average age of the 
participants is in their m

id tw
enties.

In Figure 6 there is an analytical representation of 
the age and the m

arital status of W
eb2.0 users. The 

m
ajority of the sam

ple (86%
) are single betw

een 
20 and 30 years old w

ith som
e exceptions that are 

over 30. The sam
e thing counts for m

arried users 
but in that case the percentage is only (13%

).

Figure 7 it is clearly show
s that the m

ajority of the 
participants have non m

anagerial positions. A
gain, 

the relatively young age could be an explanation. 
N

etw
orking users in C

yprus, nam
ely 38%

, have 
non m

anagerial positions. The next m
ost popular 

classification 
is 

the 
category 

“O
ther”, 

w
here 

(25%
) of users are aggregated. This category is 

m
ostly represented by students and unem

ployed 
individuals.

the question show
n in Figure 8, tracks the usage 

of online services w
hich are part of social Internet. 

The relevant percentages m
ay be found in Figure 

above.

in Figure 9 the half of our sam
ple (49%

) has been 
invited by a friend or colleague online to try a new

 
product. This could be done through an em

ail to 
our contacts, a link in a forum

 or blog, or a link 
for a product posted in our social netw

ork page. 
the 

m
ajority 

of 
our 

sam
ple 

(68%
) 

agrees 
to 

provide inform
ation on favourite brands and other 

inform
ation related to consum

ers behaviour.

The Figure 10 show
s, that although C

ypriots use 
W

eb 2.0 applications like social netw
orking sites, 

a sm
all part of them

 buy products online, that is 
(34%

).
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a
ccording to Figure 11, (49%

) of the participants 
visit 

product’s 
w

ebsite 
w

hen 
they 

are 
looking 

for further inform
ation about a product, w

hich is 
obvious. B

ut there is also a high percentage of 
participants 

w
ho 

use 
search 

engines, 
nam

ely 
(38%

), another (9%
) visits a forum

 and only a (4%
) 

ask a friend.

The question in Figure 12 show
s, that (30%

) of 
the participants w

ould fill out the form
 w

ith their 
preferences and w

ould give their friend’s e-m
ails 

in 
order 

to 
take 

advantage 
the 

full 
discount. 

(63%
) w

ouldn’t provide inform
ation about their 

consum
ing preferences and w

ouldn’t give their 
friend’s e-m

ails. O
nly (7%

) w
ouldn’t fill out any 

form
 but w

ould disclose friends’ e-m
ail addresses 

preferring to take advantage of the discount.

Finally Figure 13, in relation to another situational 
question, show

s that (3%
) of the sam

ple w
ould 

click the link and visit the site. S
om

etim
es curiosity 

is enough to m
ake us act w

ithout a second thought, 
especially if the link is som

ething that attracts 
our interest. A

lthough, the m
ajority of the sam

ple 
(42%

), w
ouldn’t click the link and w

ould m
ail back 

to the site to rem
ove them

 from
 the additional 

m
ailing lists. P

articipants also believe, that the 
fact described in Figure 13, could be a result of 
low

 security level and (32%
) of them

 w
ould try to 

change their Internet security settings, in order for 
their system

s to filter future sim
ilar m

ails. Finally, 
another (23%

) of the sam
ple w

ouldn’t do anything 
of the above, just leaving the e-m

ail in their inbox.

Interpretation of Findings
A

ccording to the data analysis, it is clear that one 
of the best online activities of C

ypriots is to surf the 
w

eb. M
any sites today incorporate tracking tools, 

w
hich help them

 to track the users w
ho visit the 

site and draw
 their behaviour. P

rofiles of custom
ers 

usually created through techniques like that. The 
utilisation of these profiles gives the ability to 
sites to build recom

m
ending system

s in order to 
achieve cross-selling and up-selling. these tools 
in addition w

ith W
eb 2.0 technology offer targeted 

m
arketing to m

any users at the sam
e tim

e, an 
im

portant advantage of online socialization.

C
ypriots also play online gam

es (65%
). This kind 

of gam
es has a unique ability to create trends. 

U
sers are likely to im

itate activities and behaviours 
of real life in the gam

e. The m
ain tool that online 

gam
es utilise is the com

m
unication and interaction 

through the Internet. S
om

e of these gam
es like 

S
econd Life or There, using sophisticated softw

are 
architecture, are able to im

itate even the society 
and its activities, in a degree that som

etim
es w

e 
consider them

 as an extension of the real w
orld. 

The role of the gam
e is players to create a virtual 

personality 
called 

avatar 
and 

then 
they 

can 
custom

ize that from
 the colour of the eyes to the 

style of clothes. The later could be a w
ell know

n 
brand selling our favourite products. The fact 
that know

n products exist in gam
es that gather 

m
illions of players, it is by itself a huge com

m
ercial 

cam
paign. 

The 
benefits 

are 
also 

financially, 
because these gam

es offers the option to translate 
virtual profits in real m

oney.

C
onsum

ing preferences is another essential aspect 
that w

e exam
ined w

ith the survey. (69%
) of C

ypriots 
entailed in social netw

orking are w
illing to provide 

their preferences online. This becom
es a valuable 

asset to corporations that w
ere alw

ays desperately 
seeking for their custom

er’s preferences. A
ccess to 

that inform
ation gives com

panies the opportunity 
to im

prove existing products and create new
 ones 

that w
ill fit to consum

ers’ needs. A
lso, it reduces 

the research and developm
ent cost and increases 

the product life cycle.

the 
high 

percentage 
(49%

), 
w

hich 
show

s 
that alm

ost one in tw
o C

ypriots are w
illing to 

invite online a friend to try a product, is a good 
indicator for m

arketing cam
paigns and consum

er 
product 

com
panies. 

A
ttracting 

consum
ers 

through com
m

unicational channels like e-m
ails 

and social netw
orks provides m

arketers w
ith yet 

another channel of exposure that is effective and 
econom

ical, in accordance to literature review
 

Ü
stüner, T. and G

odes, D
. (2006).

A
ccording to the survey, the percentage of people 

w
ho like to buy virtually is (34%

). the im
portant 

thing that derived from
 the relevant question, w

hen 
w

e asked participants to explain the reasons of this 
behaviour, is that the answ

ers w
ere in a w

ay the 
sam

e. That m
eans, all the people w

ho buy online 
have the sam

e feelings and they do it for the sam
e 

reasons. The m
ain answ

ers w
ere given are:

I don’t really have to get off m
y chair to buy 

stuff som
etim

es is m
uch m

ore convenient and 
even cheaper

G
reat selection of products com

petitive prices, 
hard to find item

s, latest trends found w
hilst not 

available in local m
arkets

••

The question w
as also asking participants if they 

find online shopping a good idea. The fact that 
only (34%

) of the sam
ple replied to the question, 

could m
ean that only this percentage finds online 

shopping a good idea or m
aybe they didn’t w

ant 
to explain further, but this is only an assum

ption 
according to the nature of the question.

The m
ajority of the answ

ers stated that virtual 
shopping is convenient, you can go and buy 
w

henever you w
ant 24 hours a day and 7 days 

of the w
eek w

ithout leaving the com
fort of your 

hom
e. A

lso, it is possible to find online, a variety 
of products w

hich m
ay be difficult to be found in 

physical stores. Furtherm
ore, one of the m

ost 
im

portant 
reasons 

that 
stated 

w
as 

the 
price. 

Frequently, online stores have cheaper products 
than real m

arkets, even taking into account shipping 
costs and taxes. That could be possible, because 
all transactions are taking place online and there 
is no need of a physical store existence, w

ith any 
expenses this could be incorporate. Furtherm

ore, 
these types of businesses could reduce their costs 
by having fine-tuned their supply chain.

B
uying online is not only fun and cost efficient for 

custom
ers. It is also a good chance for m

arketing 
people to interact w

ith consum
ers and record 

their preferences. The contribution of W
eb 2.0 

for the acquisition of this valuable inform
ation is 

essential. W
eb2.0 tools are also incorporated to 

m
any product w

ebsites and search engines, w
hich 

are the choice of C
ypriots w

hen they are looking 
for inform

ation about a product.

P
articularly, product’s w

ebsite is the m
ost popular 

choice w
ith a percentage of (49%

). these sites are 
dedicated to the product they sell and any related 
inform

ation m
ay be found there. W

e can find 
technical specifications, screenshots, com

m
ents 

of people w
ho already bought the product and in 

m
ost of these sites w

e m
ay find a forum

, w
here 

people can find any inform
ation, com

m
ents, links 

to other related products and other m
aterial created 

by users. That’s w
hy com

panies should pay great 
attention w

hen they are building their w
ebsites. 

The m
ore inform

ation they provide the m
ore users 

they w
ill attract and w

hen a user is satisfied, 
there is no reason to search in other places. 
Incorporating W

eb2.0 applications like blogs and 
forum

s w
ill cause users to spend m

ore tim
e in the 

site and also that w
ill provide valuable inform

ation 
for product future updates and im

provem
ents. 

The second m
ost popular choice of C

ypriots w
as 

the search engines (38%
). the reason of being 

so fam
ous is that provided keyw

ords, gives you 
back in seconds links w

ith possible results that 
m

atch w
ith the keyw

ords. A
lso, m

any of the search 
engines, incorporating tools like autom

ated w
ord 

placem
ent, 

translation 
and 

a 
custom

ized 
first 

page. B
eing tim

e efficient and getting sm
arter, 

the popularity of search engines w
ill continue 

to grow
. R

ealising this trend, com
panies, try to 

rank them
selves as high as they can, in a search 

engine’s algorithm
, in order for them

 to be in the 
first pages of the results attracting m

ore users.

C
onclusions and R

ecom
m

endations
In this paper, our aim

 w
as to describe the relation of 

W
eb 2.0 and the consum

ing behaviour of C
ypriots’ 

W
eb 2.0 users. W

e also exam
ined their perception 

about W
eb 2.0 services and how

 that shapes their 
consum

ing behaviour. 

The research m
ethodology w

e follow
ed w

as the 
positivist research philosophy and the descriptive 
approach.  W

e developed a theory that C
ypriots 

do not use extensively W
eb 2.0 tools for m

arketing 
purposes and w

e used the theory of deduction in 
order to confirm

 it or reject it. For the data collection, 
w

e conducted an online questionnaire and w
e 

distributed it to a know
n social netw

orking site. The 
results w

e gathered w
ere statistically presented 

accom
panied 

by 
graphical 

representations. 
The interpretation that follow

ed gave us a clear 
fram

ew
ork 

for 
the 

behaviour 
of 

C
ypriots 

as 
consum

ers by using W
eb 2.0 services.

The analysis of the results show
ed that a sm

all 
percentage of our sam

ple use W
eb 2.0 tools 

for 
m

arketing 
purposes 

and 
that 

confirm
 

the 
theory w

e developed in R
esearch M

ethodology. 
A recom

m
endation for com

panies could be to 
incorporate 

W
eb 

2.0 
tools 

in 
their 

m
arketing 

procedures in order to achieve targeted m
arketing. 

That w
ill offer the chance to com

panies for a closer 
interaction and com

m
unication w

ith consum
ers, 

identifying their needs. Then, custom
ised products 

that cover the real needs of the consum
er w

ill be 
possible to be produced, as a result higher profits, 
increased product life cycle and less research 
expenses.
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Figure 1: Participants to the Survey

Figure 2: A
ge of Participants

Figure 3: B
irthplace of Participants

Figure 4: Level of Education

Figure 5: M
arital Status
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Figure 6: A
ge and M

arital status of W
eb 2.0 users

Figure 7: Job Status

Figure 8: O
nline aspects part1
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Figure 9: O
nline aspects part2

Figure 10: R
eplies to questions about the reasons of buying virtually

Figure 11: O
nline behaviour (part1)

Figure 12: O
nline behaviour (part 2)

Figure 13: O
nline behaviour (part 3)
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A
bstract:

D
ue to the increasing m

obility of society, outdoor 
advertisem

ent- and posters espe-cially, play a 
significant role in the contest of attracting attention. 
A

pprox. 611 m
illion E

U
R

 have been invested in 
poster advertisem

ent in A
ustria in 2006 (source: 

FAW
 2008), and this num

ber is ever increasing. 
D

espite their interest attracting attribute, posters 
are the advertising m

edia, w
hich have been studied 

least w
ith regard to im

-pact quality. Their coverage 
can be calculated by m

easuring the frequency, e.g. 
how

 m
any people pass a certain poster per day. 

For both, TV
 and print m

edia, the calculated 
frequency is superior to posters regard-ing their 
data quality. 

A
dvertisem

ent in w
inter sport areas has been a 

m
arginal issue in advertising im

pact studies up to 
now

, as there are hardly any instrum
ents w

hich 
allow

 to conduct pre-tests. P
re-tests are a crucial 

tool for m
arketing optim

isation. Finally, only the ex-
ante evaluation is qualified to avoid costly w

rong 
investm

ents. In order to encounter m
e-thodical 

deficit spending, it has to be exam
ined, w

hether 
advertisem

ents 
in 

w
inter 

sport 
areas 

can 
be 

pretested on a laboratory scale and if it is sensible 
to adopt the collected pre-tests w

ithin results ski 
resorts. 

K
eyw

ords:  advertising aw
areness, advertising 

effectiveness, prediction of ad-vertising recall, pre-
tests

Telephone: 
 

0049-172-8358869

Fax-num
ber: 

 
0049-8152-998587-4

e-m
ail:  

knoll@
digitalkonzept.com

 

The com
plex correlations in advertisem

ent m
ade 

W
annam

aker quote the follow
ing fam

ous w
ords: 

“I know
 that half of m

y advertising spending/ is 

w
asted, I just don’t know

 w
hich half.” W

e know
 

that advertising im
pact is effective, but w

e don’t 
know

 how
. 

Trying to arrange num
erous findings of advertising 

effects research, especially one question to be of 
general interest: H

ow
 to pattern an advertising 

m
essage and w

hich application rate to use in order 
to reach m

easurable changes in behaviour and 
know

ledge tow
ards the benefit and/or choice of 

advertising m
edia presented w

ithin specific target 
groups, assum

ing a num
ber of predispositions 

(such 
as 

age, 
sex, 

so-cial 
econom

ic 
status, 

involvem
ent etc.)? The best m

ethodical option 
is 

to 
system

ati-cally 
vary 

m
edia 

choices 
and 

subsequent interview
s. 

W
ithin the fram

ew
ork of m

arket and advertising 
research, the interview

 m
ethod is doubtlessly the 

m
ost significant one. A

s it is true for the m
ethods 

m
entioned 

before, 
there 

are 
different 

m
ethod 

alternatives 
for 

interview
ing 

as 
w

ell 
(Lam

nek 
2007 

p.37 
ff). 

B
eside 

the 
classical 

form
s 

of 
interview

ing in w
ritten and oral form

, telephone 
and w

eb interview
ing (so-called com

puter assisted 
telephone interview

ing, shortly: C
ATI) have been 

recently 
established, 

not 
least 

for 
reasons 

of 
econom

y (for telephone interview
-ing see H

üfken 
2000 or G

abler/H
ader 2002, for w

eb interview
ing 

see B
atinic et al. 1999).

The m
onitoring m

ethod is applied if the persons 
to be interview

ed cannot or don’t w
ant to analyze 

their behaviour. In journalism
 research focussed 

on com
m

unication science, the m
onitoring m

ethod 
has 

proved 
itself 

in 
places 

w
here 

description 
and analysis of intricate correlations and w

ork 
processes are concerned. This m

ethod is m
ore 

often applied in m
arket and advertising sciences 

than in social econom
ical sci-ences.

The experim
ent is another m

ethod to be m
entioned. 

It is a specific form
 of m

ethod application, w
hich 

is m
eant to test, investigate and dem

onstrate an 
assum

ptive 
corre-lation 

betw
een 

independent 
(causally determ

ined correlation) and dependent 
(af-fected 

condition) 
variables 

in 
a 

m
onitored 

environm
ent, w

idely avoiding interfering variables. 

The central question is: 

H
ow

 can the advertising effectiveness of posters 
in w

inter sports areas be tested in the laboratory? 
a 

m
ethod 

of 
the 

poster-pre-testing 
should 

be 
developed. B

esides, the use should be investigated 
by m

eans of eye-tracking by posters in the real 
outside space and in the laboratory. It is an aim

 
of the study, beside the evaluation of posters in 
the skiing area to find out w

hether pre-test results 
upraised 

in 
the 

laboratory 
can 

be 
transferred 

m
eaningfully on the effect to be expected from

 
posters in the skiing area. 

A
s an indicator for the valuation of the results the 

correspondence of the result row
 of the different 

evaluation m
ethods on the dependent variable 

should be pulled up. If the rank row
 of the tested 

m
otives of the laboratory can be transferred to the 

outside space (skiing area), the relative position of 
the poster to be tested in the laboratory is a reliable 
assessor for its later outdoor effect.

M
ethod:

S
im

ulation of a ski-slope in the skiing area. the 
determ

ining m
om

ent for the predica-tive success 
of a pre-tests is to be seen in the fact that the 
questioning disposes in the laboratory situation 
of the sam

e degrees of freedom
, as in the natural 

reception situation. For exam
ple, the interview

ees 
should w

ith have to shell out the possibillity  tests 
of print announcem

ents alw
ays. If som

eone tests 
television, the interview

ees should also alw
ays 

be able to zap. To sim
ulate the advertising in the 

outside space, a laboratory situation very close 
to reality should be chosen: A slope in the skiing 
area. 

Laboratory study:

C
ore of the laboratory study is the slope in the skiing 

area on the com
puter. These should be at least 

40 test people to receive a representative result 
(outcom

e). M
ore-over the experim

ental subjects 
on the com

puter screen should drive dow
n a slope 

(duration about 3 m
inutes). O

n som
e buildings and 

lift stations posters are illustrated by brands still to 
be determ

ined. The test people receive no further 

instructions w
hich could point out that the study 

is about advertising effects. D
uring the virtual 

dow
nhill run of the view

er, the look m
ovem

ent 
w

ill be analyzed w
ith the help of a rem

ote eye 
tracker. The ski slope show

n in the laboratory 
study corresponds to a great extent to the real 
situation of the skiing area. A

fter the sim
ulated ski 

dow
nhill run, is the testers are questioned about 

the advertising recall and advertising assessm
ent 

w
ithin a per-sonal, pre structured interview

, by 
m

eans of a questionnaire. 

e
ye tracking allow

s to pre-test your clients’ designs 
by m

easuring w
hat the target audiences see and so 

im
prove the im

pact before the launch. The clients 
are thus better able to understand user behaviour 
and can optim

ize their visual com
m

unica-tion to 
reach their m

arketing goals. 

O
utdoor-study: 

the outdoor-study takes place w
ith just m

any test 
people in the skiing area. it is im

-portant for this ski 
study that a relaxed ski-slope in the skiing area is 
chosen. Then on the slope the sam

e posters are 
positioned on the sam

e pace as in the laboratory 
study. A

t the end of the slope the advertising 
recollection and the advertising as-sessm

ent is 
also raised w

ith the help of assessm
ent scales and 

a personal, pre-structured interview
.

The contribution of know
ledge of the study is the 

com
bination of different m

ethods. Furtherm
ore, 

pre-test in the laboratory enables the com
parison 

to see in advance the effectiveness of their posters 
and therefore supports them

 to optim
ize their 

adver-tisem
ent investm

ents.
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A
bstract

The paper analyses new
spaper industry in the 

C
roatian m

arket, its specificities, lim
itations and 

future trends. S
pecificities of new

spaper industry 
can 

be 
view

ed 
as 

specificities 
of 

new
spaper 

dem
and, 

specificities 
of 

new
spaper 

supply 
and specificity of governm

ental policy tow
ards 

m
edia. Furtherm

ore, new
spaper industry in the 

C
roatian m

arket has been analysed on the basis 
of P

orter`s five forces analysis. A
m

ong m
any 

benefits they provide, daily new
spapers have a 

m
ajor disadvantage – their inability to capture new

 
happenings that occur during the day. R

egarding, 
new

spapers lose their edge to television, radio 
and 

internet. 
B

ased 
on 

the 
industry 

analysis, 
developm

ent 
of 

online 
new

spapers 
is 

being 
outlined. In addition, its im

pact on reader behaviour 
is being exam

ined. 

K
ey w

ords: new
spaper industry, P

orter`s analysis, 
online new

spapers, reader behaviour

izupanic@
efzg.hr

kpetljak@
efzg.hr

srenko@
efzg.hr

Introduction
A

ccording to the latest available report of W
orld 

A
ssociation of N

ew
spapers (W

A
N

), new
spaper 

industry is on a rise. In 2007, daily new
spaper 

sale 
revenues 

rose 
globally 

by 
2.57%

, 
w

hilst 
dom

estic m
arket had encountered an 8%

 increase. 
Furtherm

ore, 532 m
illion of new

spapers are sold 
every day in the w

orld, w
hich of 800,000 in C

roatia 
(k

ončevski, 2007; S
lobodna d

alm
acija, 2008a).

W
hen analysing the new

spaper industry, one m
ust 

take into consideration changes w
hich contributed 

to em
erging trends. N

ew
spaper editors, confronted 

w
ith high cost of distribution and inability to include 

happenings that occur during the day, face several 
doubts: should they go online and if doing so, 
should they allow

 free or prepaid access?

A
s the num

ber of internet users in C
roatia increases, 

conventional new
spapers recognised advantage 

of new
 m

edia and provided readers w
ith online 

form
ats. š

kare (2005) w
as am

ong the first w
ho 

elaborated online new
spaper m

arket in C
roatia and 

indicated future trends. G
iven his groundw

ork this 
paper analyses im

plication of online new
spaper 

phenom
ena on reader behaviour.

S
pecificities of new

spaper industry
S

pecificities 
of 

new
spaper 

industry 
can 

be 
view

ed as specificities of new
spaper dem

and, 
specificities of new

spaper supply and specificities 
of governm

ental policy tow
ards m

edia (B
egović, 

2002).

S
pecificities of new

spaper dem
and

W
hen speaking of new

spaper dem
and and m

edia 
in general, it is necessary to differentiate dem

and of 
end users, i.e. readers, and dem

and of advertisers. 
E

ach of the dem
and categories generates revenues 

for businesses in new
spaper industry. D

em
and of 

end users is basic type of dem
and, w

hile dem
and 

of advertiser is derived type of dem
and. E

nd 
users are w

illing to pay defined am
ount of m

oney 
in order to acquire new

spaper product – various 
new

s and inform
ation. Likew

ise, advertisers are 
w

illing to pay a defined am
ount of m

oney to be 
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C

a
s

e
s

that new
s. D

em
and of end users is influenced by 

several factors am
ong w

hich new
spaper price and 

purchasing pow
er play m

ajor role.

P
urchasing 

pow
er 

of 
population 

in 
C

roatia 
is 

far 
below

 
E

uropean 
average. 

C
roats 

dispose 
w

ith 4.565 e
u

r
 of net incom

e per capita, w
hile 

e
uropean 

average 
am

ounts 
to 

11.998 
e

u
r

. 
A

ccording to G
fK

 G
eoM

arketing research that 
included 40 e

uropean countries, in 2007 C
roatia 

fell from
 27. to 29. position (G

fK
, 2007a).

D
em

and for new
spapers rises during w

eekends 
and 

holidays, 
w

hile 
during 

sum
m

er 
vacations 

depends heavily on new
spaper content. D

em
and 

for new
spapers of entertaining nature rises usually 

during sum
m

er seasons. M
oreover, w

ell chosen 
front cover that reflects current political and social 
scene can also increase sale of given issue. A

nd 
last but not least, one m

ust not forget the influence 
of w

eather since poor w
eather can decrease the 

sale significantly.

The m
ost com

m
only used m

easure of a publication’s 
readership is average issue readership. A

nyone 
w

ho has read the publication w
ithin the interval 

betw
een one issue and the next is counted as an 

average issue reader i.e. has read yesterday for 
a daily new

spaper, read in the last 7 days for a 
w

eekly new
spaper, etc. Average issue readership 

for daily new
spapers has increased in C

roatia from
 

46%
 in january 2006 to 64%

 in january 2007. in 
other w

ords, readership has increased by 628,000 
new

 readers (M
ediaP

uls, 2007).

A
s 

already 
m

entioned 
dem

and 
of 

advertisers 
represents derived type of dem

and. It is called 
derived because it depends on the basic type 
of dem

and, i.e. dem
and of end users. In other 

w
ords, the greater the dem

and of readers for 
certain papers, the greater w

ill be the dem
and of 

advertisers to advertise their product in the sam
e 

papers. The m
ost significant factor influencing 

derived type of dem
and is rate of reading, i.e., 

volum
e of sold copies. D

erived new
spaper dem

and 
is also influenced by new

spaper reputation and 
im

age - in other w
ords, the im

pact they tend to 
have on a certain group of readers. A

foresaid 
determ

ines structure of advertisem
ents that appear 

in new
spapers as w

ell. 

Table I. provides an insight into distribution of total 
advertising by m

edia in 2006 for C
roatia and w

orld, 
respectively. In C

roatia, TV
 advertising m

akes a 
larger portion of total advertising, w

hereas globally 

differences are not so apparent. Furtherm
ore, 

internet advertising is still in its introduction stage 
in C

roatia w
hile on a global scale internet presents 

third largest m
edia for advertising. 

Table I. Total advertising by m
edia in 2006

S
ource: G

avranović, 2007; k
ončevski, 2007

D
eloitte analytics project that in 2009 advertising 

revenues for printed m
edia in C

roatia could fall by 
20%

 w
hile circulation could fall by 10%

. O
n the 

other hand, online advertising is projected to rise 
substantially, by 30 to 50%

 in the follow
ing years. 

(D
elaš, 2009).

G
avin O

`R
eilly, president of the W

A
N

, argues 
that new

spapers are advertising m
edia w

ith the 
highest 

attention 
and 

optim
al 

surrounding 
for 

successful prom
otional com

m
unication. In order to 

achieve greater com
m

ercial effect, editors around 
the w

orld are constantly seeking for creative new
 

approaches and are m
uch m

ore open to design 
changes.

D
em

and for advertising space in new
spapers is also 

influenced by factors that are not directly related to 
m

edia. These factors include: m
arket com

petition, 
level of econom

ic developm
ent, level of country`s 

integration in international econom
ic flow

s, etc. 
A

nd of course, just like the dem
and of end users, 

dem
and of advertisers tends to be seasonal by 

nature as w
ell. It is usual for advertising dem

and 
to reach its peaks near the end of calendar year 
(because of C

hristm
as and N

ew
 Year holidays) 

and to reach its low
s during the sum

m
er vacation 

season (M
ediaP

uls, 2007).

S
pecificities of new

spaper supply

K
ey factor that influences supply of any product is 

its cost of production. W
hen speaking of new

spaper 
supply, it is crucial to identify fixed and variable 
costs. W

hich costs w
ill be defined as fixed, and 

w
hich as variable, depend on how

 w
e m

easure 
volum

e of production. If volum
e of production is 

being m
easured by num

ber of copies in circulation, 
costs of w

orkforce represent fixed costs. If volum
e 

of production is being m
easured by num

ber of 
pages, then w

orkforce costs represent variable 
costs w

hich rise proportionally w
ith num

ber of 
pages. O

n the other hand, printing costs are alw
ays 

defined as variable. D
istribution costs as w

ell. O
ne 

should keep in m
ind that even though m

aterial 
investm

ents in new
spaper industry can be large, 

im
m

aterial ones could be even larger. Im
m

aterial 
investm

ents include investm
ents in brand building, 

reputation and m
arket position strengthening.

S
pecificities of governm

ental econom
ic 

policy tow
ards m

edia

E
nterprises in new

spaper industry are heavily 
affected 

by 
governm

ental 
econom

ic 
policy. 

G
overnm

ent 
is 

the 
one 

that 
determ

ines 
and 

assigns subventions, declares value added tax 
(VAT) rate and m

onitors m
arket situation as to 

avoid m
onopoly creation. G

overnm
ent should not, 

at any circum
stances, favour any particular m

edia. 
Its interest in new

spaper industry and m
edia in 

general, is to achieve its political objectives m
ostly 

by form
ing public opinion.

In June 2007 C
roatian governm

ent suggested 
low

er 
charge 

of 
VAT 

for 
new

spapers 
and 

m
agazines. A

ccording to the VAT A
ct (N

arodne 
novine, 2007) the VAT for the new

spapers and 
m

agazines decreased from
 22 to 10%

, but 22%
 

rate rem
ained for those consisting m

ainly of ads. 
If it w

as not for VAT decrease, the new
spapers 

price w
ould have to go up. D

ecrease of VAT w
as 

expected to have positive effect on turnover and, 
hence, low

er rem
ainder. H

ow
ever, new

 10%
 rate is 

still high com
pared to E

uropean U
nion average. In 

A
ustria VAT equals 10%

, but in G
erm

any is 7%
, in 

N
etherlands 6%

, in France 2.1%
. M

oreover, m
any 

econom
ically stronger countries than C

roatia have 
zero-percent Vat rate (Vukić, 2007).

P
orter`s five forces analysis of 

new
spaper industry in C

roatia
To 

understand 
industry 

com
petition, 

and 
profitability, 

one 
m

ust 
analyse 

the 
industry’s 

underlying structure in term
s of five forces. The five 

forces that shape industry com
petition are (P

orter, 
1998): (1) rivalry am

ong existing com
petitors, (2) 

threat of substitute products or services, (3) threat 
of new

 entrants, (4) bargaining pow
er of buyers, 

(5) bargaining pow
er of suppliers.

R
ivalry am

ong existing com
petitors

W
hen analyzing com

petition in new
spaper industry, 

it is crucial to notice that new
spaper products are 

subtly, but yet, differentiated products. A
ccordingly, 

there is not perfect, but m
onopolistic com

petition in 
the new

spaper m
arket (B

egović, 2002). H
ereby is 

im
portant to point out that new

spapers, or any other 
m

edia, cannot be m
utually perfectly substituted 

because 
every 

m
edia 

possesses 
peculiar 

expression and peculiar w
ay of com

m
unication to 

its readers. That is w
hy in the new

spaper m
arket 

high consum
er loyalty exists; readers tend to buy 

the sam
e new

spaper brand for a num
ber of years. 

B
y doing so, one is buying not only inform

ation 
itself, but peculiar form

 of inform
ation, i.e. peculiar 

style of addressing to a reader. 

M
onopolistic com

petition is a m
arket form

 that has 
characteristics of both com

petition and m
onopoly. 

S
im

ilar to com
petition, it has m

any firm
s, and free 

exit and entry. S
im

ilar to m
onopoly, the products 

are 
differentiated 

and 
each 

com
pany 

faces 
a 

dow
nw

ard sloping dem
and curve. M

onopolistically 
com

petitive 
m

arkets 
have 

the 
follow

ing 
characteristics (H

art, 1985): (1) there are m
any 

firm
s producing differentiated products; (2) each 

firm
 is negligible in the sense that it can ignore its 

im
pact on, and hence reactions from

, other firm
s; 

(3) each firm
 faces a dow

nw
ard sloping dem

and 
curve and hence the equilibrium

 price exceeds 
m

arginal costs; (4) free entry results in zero-profit 
of operating firm

s

In C
roatia, tw

o m
edia affiliations occupy 90%

 of 
daily new

spaper m
arket; S

tyria M
edien A

G
 and 

E
uropapress H

olding (E
P

H
). S

tyria w
ith 3 daily 

new
spapers occupies 46%

 of the m
arket and e

P
H

 
w

ith five daily new
spapers occupy 44%

. there 
are 17 daily new

spapers in C
roatia out of 805 

new
spapers altogether. In 2007 daily new

spaper 
m

arket w
as w

orth 965 m
illion H

R
K

. Total daily 
circulation equals over 800,000 copies; 540,000 
are being sold and 270,000 are distributed free of 
charge (S

lobodna d
alm

acija, 2008b). 

B
ecause 

m
onopolistic 

com
petition 

involves 
a 

great 
deal 

of 
non-price 

com
petition, 

it 
fosters 

advertising and creation of brand nam
es. B

ased 
on the reputation of a brand readers decide w

hich 
new

spapers 
to 

read. 
A

ccording 
to 

M
ediaP

uls 
research results, E

P
H

 spends m
ore on advertising 

than S
tyria. P

icture I. illustrates value of new
spaper 

advertising in other m
edia.
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Picture I. N
ew

spaper advertising in other m
edia

S
ource: M

ediaP
uls, 2007

Threat of substitute products and 
services
M

edia are not hom
ogeneous but heterogeneous 

products (B
egović, 2002). First of all, division 

to printed and electronic m
edia indicates great 

differences in the w
ay the inform

ation is presented 
to end users. Further division of printed m

edia on 
daily, w

eekly, fortnightly and m
onthly new

spapers/
m

agazines indicates heterogeneity am
ong m

edia 
that 

use 
the 

sam
e 

technology. 
Finally, 

every 
new

spaper covers certain range of topics and 
possesses specific w

ay of addressing a reader. 
Thereof, w

e conclude that no m
edia product can 

be perfectly substituted w
ith another. 

D
espite the benefits they provide, new

s, that is 
m

edia products that are based on that new
s, 

have their shortfalls. The daily new
spapers lose 

their value for custom
ers in very short tim

e; often 
by the end of the day. The second w

eakness of 
daily new

spapers is their inability to capture new
 

happenings that occur during the day. In other 
w

ords, in new
spapers one alw

ays reads about 
yesterday`s new

s. R
egarding, new

spapers lose 
their edge to television, radio and internet and, 
at the sam

e tim
e, ask for precisely organised 

distribution. U
ntim

ely distribution prevents latest 

new
s to be included and dim

inishes their value for 
custom

ers. 

Internet 
as 

a 
m

edia 
considerably 

differs 
from

 
paper 

and 
puts 

new
 

challenges 
in 

front 
of 

editors. E
xperts explain that readers tend to read 

screen texts faster and expect shorter articles 
w

ith distinctly separated paragraphs and m
ost 

im
portant inform

ation (š
kare, 2005). A

s to attract 
readers, 

conventional 
new

spaper 
editors 

need 
to adjust their approach to online form

at. O
nline 

form
ats are expected to provide additional value 

for readers. M
ost often, additional value com

es 
in form

 of article archive, key w
ord and content 

search, possibility to w
rite com

m
ents on articles, 

prize contests, photo galleries, etc. 

To prevent unsatisfied readers to settle their needs 
elsew

here, 
m

any 
conventional 

new
spapers 

in 
C

roatia have established their online form
ats in 

order to supplem
ent conventional ones. In this 

w
ay, daily new

spapers have turned perceived 
w

eakness into new
 m

arket opportunity, strengthen 
their brand in the readers’ eyes and attracted 
younger population. H

ow
ever, m

any editors fear 
that publishing free content online w

ill jeopardise 
sale of printed form

at, therefore they often publish 
only extracts of current articles online w

hile full 
insight is given in the printed version.

Threat of new
 entrants

P
rofitable m

arkets that yield high returns and 
those w

ith low
 barriers to enter w

ill draw
 new

 
firm

s. This results in m
any new

 entrants, w
hich 

w
ill effectively decrease profitability. U

nless the 
entry of new

 firm
s can be blocked by incum

bents, 
the profit rate w

ill fall tow
ards a com

petitive level 
(perfect com

petition). N
ew

 entrants lead to greater 
offering diversification. M

oreover, announcem
ent 

of possible new
 entrants alone can lead to m

ore 
com

petitive behaviour of existing firm
s. C

onversely, 
high barriers to entry lead to creation of im

perfect 
com

petitive 
m

arket 
structures, 

possibly 
even 

m
onopolies, w

ith all accom
panying shortfalls of 

such m
arketing structures.

N
ew

spaper industry is characterised by high fixed 
costs. 

For 
som

e 
tim

e 
now

, 
global 

new
spaper 

industry 
is 

facing 
increasing 

printing 
costs, 

decreasing 
circulation, 

decreasing 
advertising 

revenues 
and 

higher 
paper 

costs 
(k

ončevski, 
2006). The 

situation 
in 

C
roatia 

follow
s 

global 
trends.

E
ven though m

aterial investm
ents in new

spaper 
organisation are large, im

m
aterial investm

ents in 
building reputation and m

arket position can be even 
larger. S

ince new
spapers are subtly differentiated 

products, 
large 

investm
ents 

in 
advertising 

are 
necessary. In addition, it is com

m
on in new

spaper 
industry to operate w

ith financial loss until threshold 
m

arket position is reached. Therefore, it is crucial 
that every enterprise w

hich is planning to enter 
new

spaper m
arket has strong financial partner, or 

parent com
pany, that is able to finance operations 

during stage of introduction. 

H
um

an capital, that is, qualified, skilled and w
ell 

trained w
orkforce is the greatest value a new

spaper 
enterprise m

ay possess. It is the hum
an capital 

that enables new
spaper enterprises to operate 

profitably.

B
argaining pow

er of buyers
In m

ost cases, daily new
spapers are not sold to 

end users directly. D
istributers and new

spaper 
retailers 

represent 
buyers 

w
hen 

it 
com

es 
to 

new
spaper enterprises. In C

roatia, new
spapers 

are m
ost often sold at new

s-stands and retail 
stores. S

ubscriptions constitute a m
inor part of 

total sales revenues for new
spaper enterprises. 

S
ubscription m

arket in C
roatia is in its beginnings 

- it covers not m
ore than 80%

 of geographic area 
of C

roatia and is three to four tim
es sm

aller than 
sale through new

s-stands (tabulov-truta, 2009). 
There are m

any reasons for this and am
ong m

ost 
im

portant are follow
ing: geographical shape of 

C
roatia results in large distance w

hile num
ber of 

population is low
; distribution is poorly organised, 

circulation is too low
 to m

ake distribution profitable 
and, given the tim

es, people are unw
illing to take 

yet another financial com
m

itm
ent. 

There are only four distributors in the C
roatian 

new
spaper 

m
arket 

today 
(Laki 

korak, 
P

ress 
E

xpress, Tisak and D
istripress) w

hile there w
ere 

m
ore than tw

enty of them
 about a year ago. The 

one w
ith the largest m

arket share, Tisak, ow
ns 

the m
ajor num

ber of new
s-stands as w

ell, w
hich 

additionally 
strengthens 

its 
bargaining 

pow
er. 

in 2008, tisak has brought new
 distribution and 

retail 
term

s. 
C

roatian 
journalists` 

association 
has 

expressed 
high 

dissatisfaction 
w

ith 
new

 
term

s arguing that they w
ill undo effects of VAT 

decreasing 
(S

uvrem
ena 

trgovina, 
2008). table 

II. provides an overview
 of Tisak distribution and 

retail fees. 

Table II. Tisak distribution and retail fees

S
ource: tisak, 2008



I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

342
343

I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

B
argaining pow

er of suppliers 
S

uppliers 
express 

their 
bargaining 

pow
er 

by 
raising 

prices 
or 

dim
inishing 

quality 
of 

their 
products and services. In this w

ay they raise their 
profitability on the expense of industry participants. 
W

hen speaking of new
spaper industry, printing 

houses 
and 

new
spaper 

enterprise 
em

ployees 
are considered to be suppliers w

ith the highest 
bargaining pow

er. There are tw
o m

ain printing 
houses in C

roatia, both located in Zagreb. A
m

ong 
other, printing house ‘Zagreb’ provides printing 
services 

to 
S

tyria 
daily 

new
spapers 

w
hereas 

printing house ‘V
jesnik’ provides services to E

P
H

 
daily new

spapers. P
rinting house ‘Zagreb’ is fully 

ow
ned subsidiary of S

tyra M
edien A

G
 and printing 

house ‘V
jesnik’ is still ow

ned by the state. 

Faced w
ith increase in costs of paper, printing, 

energy and transport, several daily new
spapers 

w
ere forced in 2008 to raise their prices. H

ow
ever, 

their price rem
ained unchanged since 2001 w

hich 
cannot be told for other products in C

roatia.

O
nline new

spapers in C
roatia

W
hen talking about online new

spapers, w
e have to 

take into consideration tw
o conditions; the num

ber 
of internet users and internet penetration, i.e. 
absolute and relative indicator of internet usage 
am

ong population. N
um

ber of internet users is 
constantly grow

ing and has increased from
 alm

ost 
one sixth of w

orld population in 2003 (C
haffey, 

2003) to m
ore than one quarter in 2008 (internet 

W
orld S

tats, 2008). in C
roatia, from

 2000 to 2008 
num

ber of internet users rose by alm
ost 900%

 and 
reached 1.98 m

illion, w
hich m

akes penetration of 
44.2%

 (internet W
orld S

tats, 2008).

O
nline 

new
spapers, 

also 
know

n 
as 

w
eb 

new
spapers, are new

spapers that exists on the 
internet, 

either 
independently 

or 
as 

an 
online 

version of a printed form
at. O

nline new
spapers 

bring constant updates of daily inform
ation and 

offer direct links on the pool of linked articles w
here 

reader can find m
ore inform

ation. 

In accordance w
ith internet em

ergence, num
ber 

of conventional new
spapers used its strength and 

opportunities to reach greater num
ber of readers. 

From
 2003 to 2007 num

ber of online new
spapers 

grew
 by 50.77%

 and continues to grow
. 

G
fK

 C
roatia conducted research in M

ay 2007 (G
fK

, 
2007b) in w

hich the purposes for using internet 

w
ere explored. R

esearch show
s that in C

roatia 
internet is m

ainly used for e-m
ail com

m
unication 

(67%
), 

w
eb-search 

(65%
) 

and 
new

s 
reading 

(53%
). 

Follow
ing 

global 
trends, 

C
roatian 

new
spaper 

editors have launched online form
ats. C

urrently, 
there are 72 online new

spapers. š
kare (2005) 

has, 
based 

on 
the 

m
arket 

observation, 
given 

division on portals, online equivalents to printed 
new

spaper form
ats and the com

bination of the 
tw

o. A w
eb portal or public portal refers to a w

eb 
site that offers a broad array of resources and 
services, such as e-m

ail, forum
s, search engines, 

and online shopping m
alls (W

ebopedia C
om

puter 
D

ictionary, 2009). S
om

e online new
spapers have 

the policy of prepaid access w
hile m

ost of them
 

publish their new
s free of charge. 

Future developm
ent of the new

spapers
There 

are 
m

any 
polem

ics 
regarding 

future 
developm

ent 
and 

im
pacts 

of 
current 

trends 
on 

new
spaper 

industry. 
R

esearchers 
suggest 

possible scenarios for businesses in new
spaper 

industry 
and 

opportunities 
that 

arise 
from

 
separated 

developm
ent 

of 
conventional 

and 
online form

ats. A H
arris Interactive and Innovation 

M
edia C

onsulting G
roup survey in seven countries 

concluded that internet w
ill becom

e the prim
ary 

source of new
s and inform

ation w
ithin five years, 

w
hile 

new
spapers 

w
ill 

lose 
dom

inant 
position 

(W
orld association of new

spapers, 2008). the 
latest N

ew
sroom

 B
arom

eter research from
 2008, 

conducted by W
orld E

ditors Forum
 and R

euters, 
affirm

ed that 44%
 of editors believe that in the 

near future new
s w

ill m
ostly be read online, and 

56%
 of them

 think that new
s w

ill be free of charge 
(k

lauški, 2008). P
irker argues that new

spapers 
should use so called ‘3M

 strategy’ – m
ultim

edia, 
m

ulti-channelling 
and 

m
ultiplatform

, 
i.e. 

that 
m

edia should deliver inform
ation through different 

channels 
and 

different 
platform

s 
(C

roatian 
journalists’ association, 2008).

R
esearch

P
urpose of the research w

as to analyse online 
new

spaper 
reader 

behaviour 
am

ong 
student 

population, identify m
ain goals that lead readers to 

read online papers and determ
ine w

hether online 
new

spapers can be considered as com
plim

ents or 
substitutes to conventional new

spapers. M
oreover, 

the research analyses to w
hat degree internet 

experience effects reader behaviour.

The follow
ing hypotheses w

ere form
ed: 

H
1: 

Tree 
quarters 

of 
student 

population 
w

ith 
internet experience over five years read online 
new

spapers.

H
2: A

m
ong m

ost im
portant goals that m

otivate 
students to read online new

spapers are: not leaving 
the house, not paying the price of new

spapers and 
access to constantly updated new

s.

H
3: R

eading online new
spapers w

ill not substitute 
reading conventional new

spapers; rather they w
ill 

continue to coexist.

The research includes secondary and prim
ary 

research. 
W

ithin 
the 

fram
ew

ork 
of 

secondary 
research, 

the 
relevant 

foreign 
and 

dom
estic 

literature on the subject of new
spaper industry 

w
as review

ed (published scientific articles, internet 
sources). P

rim
ary research w

as conducted am
ong 

student population of senior year at the Faculty of 
E

conom
ics &

 B
usiness in Zagreb during M

arch 
2009. This w

as decided because the target public 
for our study are internet users, w

ho have certain 
predispositions to read new

spapers online, i.e. 
prerequisite know

ledge. O
ne of the m

andatory 
subjects at first year of study is Inform

atics w
hich 

covers 
basic 

internet 
know

ledge. 
P

rerequisite 
condition fulfilm

ent is assured by the fact that 
students cannot enrol in their senior year unless 
they 

pass 
all 

first 
year 

subjects, 
including 

Inform
atics. A

ltogether, 153 questionnaires w
ere 

filled, of w
hich 147 properly. S

ix w
ere discarded 

because they w
ere not fully filled or they w

ere 
filled incorrectly. Table III. provides an overview

 of 
characteristics of representative sam

ple.

Table III. C
haracteristics of representative 

sam
ple

R
esults 

The results obtained reveal that significant m
ajority 

of 
student 

population 
w

ith 
internet 

experience 
over five years reads online new

spapers, nam
ely 

82.3%
 

of 
them

. 
H

ence, 
w

e 
find 

evidence 
to 

support hypothesis H
1. M

oreover, 64.7%
 of online 

new
spaper readers read them

 on a daily basis.

It is im
portant to m

ention that great m
ajority of 

student population has obtained reading habits 
over 

the 
years. 

90.5%
 

of 
all 

questionnaired 
students read conventional new

spapers and 74.1%
 

read both online and conventional papers. In other 
w

ords, only 1.4%
 of questionnaired students do not 

read new
spapers, nor online nor conventional.

In order to find out the m
ain m

otives for reading 
online new

spapers, w
e used five-point likert scale 

w
hich ranged from

 ‘1= strongly disagree’ to ‘5= 
strongly agree’, and included follow

ing statem
ents 

(Table IV.);

Table IV. Potential m
otives for reading online new

spapers
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W
e have been able to identify m

ain goals that lead 
readers to read online new

spapers. A
m

ong m
ost 

im
portant proved to be: ‘I have access to constantly 

updated new
s’, ‘It is easier to find inform

ation on a 
specific subject’ and ‘I do not have to pay the price 
of new

spapers’. A
ccordingly, hypothesis H

2 is only 
partially supported. It is interesting to point out that 
reason ‘I do not need to leave the house’ students 
ranked as the least im

portant am
ong m

otives to 
read online papers.

Furtherm
ore, 

not 
one 

questionnaired 
as 

the 
reason not to read online new

spapers indicated 
incredibility of online published content. This is a 
positive gnosis as it im

plies that quality (veracity) 
of inform

ation published online is not considered 
to be inferior to those printed on paper.

The research show
s that students read online 

papers m
ost often in the afternoon (37.2%

) and in 
the evening (39.7%

). Those w
ho do not read online 

papers as reasons quote not having the habit 
and a fact that m

orning coffee and new
spapers 

present an everyday ritual for them
. O

n the basis 
of aforesaid and gnosis that students read online 
new

spapers to acquire constantly updated new
s, 

w
e can conclude that online new

spapers w
ill not 

in the near future, if ever, substitute conventional 
new

spapers. H
ence, hypothesis H

3 is supported.

O
ne 

of 
the 

goals 
of 

the 
research 

w
as 

to 
determ

ine w
hether online form

ats currently exist 
as com

plem
ents or substitutes to conventional 

paper form
ats. 85.1%

 of those w
ho read online 

new
spapers stated that online new

s have never 
encouraged them

 to buy conventional new
spapers. 

B
ased on obtained results w

e conclude that online 
form

ats currently exist neither as com
plem

ents 
nor 

substitutes, 
but 

rather 
as 

supplem
ents 

to 
conventional new

spapers. S
tudents still tend to 

read conventional papers in the m
orning and 

find constantly updated new
s online during the 

day. 
72.2%

 
of 

those 
w

ho 
read 

conventional 
papers actually buy their ow

n, w
hich is rather 

high percentage if w
e take into consideration low

 
purchasing pow

er of student population.

E
ffect of internet experience on reader 

behaviour
The research w

as conducted to determ
ine to 

w
hat degree internet experience effects online 

new
spaper reader behaviour as w

ell. W
e divided 

students w
ho read online new

spapers into tw
o 

categories; those w
ith internet experience less 

than five years and those w
ith internet experience 

above five years and m
easured the effect of length 

of internet usage on reader behaviour. The results 
obtained are quite divergent. It w

as not confirm
ed 

that greater internet experience leads to higher 
degree of reading online new

spapers; 86.4%
 of 

those w
ith internet experience less than five years 

read online new
spapers, as com

pared to 82.3%
 of 

those w
ith internet experience above five years. 

O
n the other hand, longer internet experience 

has positive effect on frequency of reading and 
reading 

duration. 
44.1%

 
of 

those 
w

ith 
longer 

internet experience read online new
spaper every 

day, as opposed to 36.8%
 of those w

ith shorter 
experience. M

oreover, those w
ith longer internet 

experience tend to read them
 longer. N

ot one 
student w

ith internet experience under five years 
reads online new

spapers longer than half an hour, 
as opposed to 14.7%

 of students w
ith internet 

experience above five years.

Longer internet experience only slightly affects 
reader behaviour w

hen it com
es to subjects that 

are m
ostly read (P

icture II.).

D
ifference in distribution by subject type is m

uch 
m

ore evident w
hen com

paring results for m
ale 

and fem
ale. Fem

ale read m
ore on the subject 

of actualities, crim
e, culture and entertainm

ent, 
w

hile m
ale read m

ore on the subject of econom
y, 

politics and sports. A
ctualities are the m

ain subject 
type for both of them

. In general, som
ew

hat larger 
percentage of fem

ale (84.2%
) than m

ale (78.3%
) 

read online new
spapers.

R
esults related to goals that m

otivate readers 
to read online new

spapers show
 that those w

ith 
longer internet experience graded ‘I read online 
new

spapers to spend som
e free tim

e’, ‘I have 
access to constantly updated new

s’ and ‘I do not 
need to leave the house’ higher than those w

ith 
internet experience under five years. 

59.5%
 of students w

ho read online new
spaper 

notice 
advertisem

ents 
in 

online 
new

spapers, 
30.6%

 fills out questionnaires posted in online 
new

spapers 
and 

only 
5.8%

 
w

rites 
com

m
ents 

on online articles. Length of internet experience 
has m

inor influence on w
riting com

m
ents and no 

influence at all on filling out questionnaires. Internet 
experience has som

e influence w
hen speaking of 

noticing online ads. 

Picture II. R
ate of reading by subject type correlated w

ith length of internet experience

B
ased on the obtained results w

e conclude that 
effect of internet experience on online new

spapers 
reader behaviour is m

inor and cannot be uniform
ly 

defined. 
Further 

researches 
on 

this 
topic 

are 
required. 

C
onclusion 

Faced w
ith high distribution costs and inability 

to capture inform
ation that em

erged during the 
day, new

spaper editors recognized and seized 
the opportunity of distributing inform

ation via the 
internet. B

ased on P
orter’s five forces analysis 

this 
paper 

has 
identified 

the 
m

ost 
im

portant 
reasons that justify online concept im

plem
entation 

in new
spaper industry. In order to assess online 

concept 
acceptance 

w
e 

conducted 
research 

and 
m

anaged 
to 

identify 
online 

new
spaper 

reader behaviour am
ong student population. The 

research findings reveal that significant m
ajority 

of 
the 

questionnaired 
students 

read 
online 

new
spapers and at the sam

e tim
e still buy and read 

conventional ones. In the light of the above, w
e 

conclude that online new
spapers w

ill not substitute 
conventional ones, but they w

ill rather continue 
to coexist. Finally, it w

ould be interesting for the 
future researches to analyse reader behaviour 
of different age segm

ents and their m
otives for 

reading online new
spapers.
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A
bstract

B
randing has becom

e very im
portant in travel 

and tourism
 industry. The paper investigates the 

benefits of branding in cruise industry w
hich is 

considered to be the m
ost successful and fastest 

grow
ing 

sector 
of 

the 
tourism

 
industry 

during 
the past 30 years. The m

arketing of the cruise 
com

panies had a key role in the developm
ent of 

cruising and the strong grow
th in dem

and. The 
cruise m

arket has recorded strong grow
th since 

1995. In the period 1995-2007 the num
ber of 

cruise passengers increased from
 5,72 to 16,50 

m
illions. C

ruise ships are now
 perceived as a 

vacation destination. The cruise industry, w
hich 

is presently characterized by gigantism
, and the 

strong developm
ent of business centralization, has 

assum
ed an oligopolistic com

petitive character. 
Today, on a global scale, four large corporations 
account for 84,3%

 of the total gross tonnage and 
83%

 of the total num
ber of low

er berths. C
ruise 

com
panies have adopted branding to differentiate 

their 
products 

in 
an 

increasingly 
com

petitive 
m

arketplace in order to get a bigger share on both 
the existing and new

 generating m
arkets. They 

follow
ed a trend sim

ilar to lodging in adding new
 

brands as a grow
th strategy. The m

ove tow
ard 

brand segm
entation is another indication of a 

response to changing passenger needs. B
randing 

is 
becom

ing 
m

ore 
im

portant 
as 

m
any 

cruise 
com

panies 
expand 

the 
w

idth 
of 

their 
product 

m
ixes. The strategy of creating m

ultiple brands 
enables better m

arket segm
entation and offers 

com
panies the chance to attract larger shares of 

specific target m
arkets. The research indicates 

that an internationally renow
ned corporate im

age 
and m

ultibrand approach help cruise corporations 
to extend operations w

orldw
ide. Today, cruising 

has 
becom

e 
a 

m
ass 

phenom
enon, 

spreading 
throughout the w

orld. 

K
ey w

ords: cruise industry, brand segm
entation, 

corporate 
im

age, 
m

ultibrand 
approach, 

global 
expansion  

Introduction
The m

arketing of the cruise com
panies had a key 

role in the developm
ent of cruising as a specific 

form
 of the tourist supply. The high annual average 

grow
th rate of 8.1 %

 is the result of the successful 
im

plem
entation 

of 
m

arketing 
strategies. 

The 
cruise industry has been dom

inated by product 
innovations in order to attract different segm

ents 
of passengers. The cruise products offered by 
various cruise lines are incredibly diversified in 
m

any w
ays, such as in the design of their ships, 

big choice of itineraries and new
 destinations, on-

board/on-shore activities, them
es, cruise lengths, 

price etc. C
ruise com

panies have adopted branding 
as one of the key aspects of differentiation, w

hich 
is 

particularly 
useful 

for 
tourism

 
organizations 

because a brand 

adds tangible cues to a service w
hich is largely 

intangible in nature (S
w

arbrooke, H
orner, 2007). 

In com
petitive m

arket place cruise com
panies 

are m
uch m

ore aw
are of need for achieving price 

leadership or adding value to their products in 
order to achieve m

arket share and profitability.

C
ruise industry as a global phenom

enon
In the tourism

 sector, a num
ber of econom

ic 
changes have im

pacted upon the structure and 
organization of tourism

 business. The need for 
efficiency 

in 
the 

international 
tourism

 
m

arket 
has accelerated the em

ergence of m
ultinational 

corporations. For a tourism
 enterprise operating in 

a m
ultinational m

arket there are m
any advantages 

to increasing size (C
ooper et al, 1996): econom

ies 
of scale, ability to resource high-profile prom

otional  
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cam
paigns, 

brand 
nam

e 
benefits 

through 
standardization and quality control, ability to spread 
the risk am

ong various m
arkets, im

plem
entation of 

advanced m
arketing techniques on an international 

basis, utilization of technology (especially C
R

S
), 

optim
ization 

of 
capacity/inventory 

usage 
and 

reduction of seasonality problem
s, access to the 

international labor m
arket, advantages over other 

m
em

bers of the distribution channel, im
proved 

political influence, m
anagers w

ho have m
ore tim

e 
to „m

anage“, m
arket prom

inence and stronger 
branding.

The m
odern business of cruise com

panies is also 
globally oriented. G

lobal expansion relies not just 
on the need to achieve international grow

th, but 
also on the m

axim
ization of financial return. C

ruise 
com

panies are expanding to foreign m
arkets in 

order to reduce business risks, to attract as m
any 

passengers as possible and to achieve an econom
y 

of scale. They shift ships from
 one region to another, 

and particularly in those regions planned on being 
new

 m
arkets. In this m

anner they can: avoid bad 
political circum

stances or other disadvantages in a 
certain region, enrich and w

iden their program
, offer 

new
 itineraries to their loyal clients, sim

ultaneously 
conquer new

 generating m
arkets and contribute to 

the popularization of cruising on new
 m

arkets and 
to the developm

ent of ports. The ship has becom
e 

a vacation destination that travels from
 destination 

to destination, and is therefore a unique exam
ple 

of the deterritorialization of the tourist destination 
itself. W

ithout regard to the flag or the com
pany’s 

country of dom
icile, ships can sail in regions 

w
here the cruising season prevails. N

ew
 regions, 

w
here dem

ands are being directed, are starting to 
com

pete strongly w
ith leading regions that realize 

half of the w
orld cruise business.

the developm
ent of “fly-cruise“ packages allow

ed 
geographically 

distant 
m

arkets 
to 

becom
e 

reachable, as the ports of em
barkation cam

e 
closer to the large and distant city centres. The 
developm

ent of regional em
barkation ports affects 

the 
grow

th 
in 

dem
and 

by 
local 

residents 
for 

cruises, and globalization processes m
ake these 

ports m
ore accessible by custom

ers w
orldw

ide. 

The process of business consolidation has been 
present through the history in the cruise industry. 

The purpose w
as to enter international m

arkets, 
first w

ithin the region of activity, and then to 
distant regions, in the search for new

 attractive 
destinations, and new

 generating m
arkets. O

ne of 
the w

ays for large cruise com
panies to grow

 and to 
enter a foreign m

arket w
as by joint investm

ent and 
direct foreign investm

ent. M
any cruise com

panies 
expanded their business by acquiring  

other operators w
ith experience in a different m

arket 
segm

ent. The last decade has seen a pow
erful 

grow
th in the num

ber of m
ergers and acquisitions 

in 
the 

cruise 
industry. 

The 
dynam

ics 
of 

the 
sector, m

ergers, acquisitions, entry and exit from
 

large corporations have resulted in increasingly 
greater concentrations of capacities in few

er large 
com

panies. Today, four leading operators account 
for 83%

 of low
er berths and 84.3%

 of the total gross 
tonnage (S

hipping S
tatistics and M

arket R
eview

, 
2008). 

transnational 
corporations 

represent 
a 

great force, as their access to finances, technology 
and inform

ation gives them
 the strategic pow

er 
that results in a com

petitive advantage. 

The cruise fleet is on the rise, there are increasingly 
m

ore large ships that can carry m
ore than 3,000 

passengers. 
The 

appearance 
of 

gigantism
 

in 
the cruise industry w

as prim
arily conditioned by 

econom
ic reasons and the dynam

ic and continuous 
grow

th in dem
and. The num

ber of low
er berths in 

the period 1990-2008 increased m
ore than three 

tim
es (from

 114,000 to 364,000 berths), and the 
average capacity of cruise ships alm

ost doubled, 
from

 671 to 1,282 berths (S
hipping S

tatistics and 
M

arket r
eview

, 2008).

The m
ain reason for building increasingly larger 

ships is the econom
y of scale, as this kind of 

ship 
can 

accom
m

odate 
m

ore 
passengers 

at 
low

er transportation costs (fixed and variable) per 
passenger (transport unit), and can offer cheaper 
travel packages, as w

ell as achieving greater 
revenues and profits. In the cruise industry, the 
econom

y of scale is best expressed and seen as a 
grow

ing econom
y of scale w

hich can be show
n by 

the fact revenues grow
 above w

hat is proportional 
according to the m

oney invested in a new
, larger 

capacity ship (B
an, 1999).

Figure 1: M
arket share of the four leading cruise com

panies 2008 (%
 gross tonnage)

S
ource: C

alculated from
 the S

hipping S
tatistics and M

arket r
eview

 (2008), Volum
e 52, N

o. 8, institute of S
hipping e

conom
ics 

and Logistics (IS
L), B

rem
en, pp 12.

H
ow

ever, larger ships increase business risks, as 
the greater am

ount of invested capital assum
es 

a high occupancy level of available capacities. 
C

om
panies resolve the risk of filling capacities w

ith 
aggressive m

arketing and the transfer of ships to 
regions w

here there is a high season. A
s com

pared 
to hotel industry that changes rates according to 
season, ship operators change cruise regions and 
itineraries (Toh, R

ivers, Ling, 2005). C
onsidering 

that ships can be transferred from
 one region to 

another, com
panies can resolve the problem

 of 
seasonality, w

hich is characteristic for m
ost cruise 

regions. In this w
ay, they retain the sam

e prices 
year round. The m

ajor cruise com
panies have also 

used pow
erful brands to develop their business, 

appealing to international passengers. 

B
randing 

B
randing has becom

e a pow
erful force in the 

hospitality industry. K
otler define branding as “a 

nam
e, term

, sign, sym
bol, design, or a com

bination 
of these elem

ents that is intended to identify the 
goods or services of a seller and differentiate 
them

 from
 those of com

petitors” (K
otler, B

ow
en, 

M
akens, 1999). C

ruise com
panies have adopted 

branding to differentiate their products in order 
to get a bigger share on both the existing and 
new

 generating m
arkets. G

iven the inseparable 
nature of tourism

 production and delivery, and the 
intangibility of the product at the point of purchase, 

developing and com
m

unicating a brand identity is 
a vital consideration in strategic and operational 
term

s (M
iddleton, C

larke, 2002). C
ruise com

panies 
have been am

ong the m
ost creative in the industry 

in developing a broad spectrum
 of cruise products 

aim
ed at different m

arket segm
ents. W

ith a strong 
brand identity they give the right type of m

essage 
to their target consum

ers offering them
 the benefits 

that they are seeking. 

The advantages of branding include the follow
ing 

(M
orrison, 2002):

H
elps the com

pany segm
ent m

arkets

G
ives the com

pany the potential to attract loyal 
and profitable custom

ers

Im
proves the com

pany’s im
age if their brands 

are successful 

H
elps track reservations, sales, problem

s and 
com

plaints

Leading cruise corporations have an internationally 
renow

ned corporate im
age w

hich they exploit to 
extend operations overseas. B

y branding they 
differentiate 

their 
products 

in 
an 

increasingly 
com

petitive m
arketplace. A

ccording to M
orrison 

the concept of brand segm
entation has becom

e 
a hot topic in the hospitality and travel industry, 
especially 

am
ong 

hotel 
chains, 

restaurant 

••••
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com
panies, airlines and cruise lines (M

orrison, 
2002). B

randed nam
es guarantee standard. 

The strategy of creating m
ultiple brands – the 

m
anagem

ent of a group of brands w
ithin the 

sam
e product category – enables better m

arket 
segm

entation, as each brand has various benefits 
and qualities that give rise to various shopping 
m

otives w
ith various groups of clients (K

otler et 
al, 2007). The m

ove tow
ard brand segm

entation 
is another indication of a response to changing 
passenger needs. A brand in the m

odern m
arketing 

sense offers the consum
er relevant added value, 

a 
superior 

proposition 
that 

is 
distinctive 

from
 

com
petitors 

and 
im

parts 
m

eaning 
above 

and 
beyond the functional aspects (M

iddleton, C
larke, 

2002).

C
ruise 

com
panies, 

w
hich 

are 
part 

of 
large 

corporations, develop their ow
n strong brand. It is 

brands that the custom
er identifies w

ith rather than 
the actual com

pany (C
artw

right, R
., B

aird, 1999). 
A corporation develops a global strategy, w

ithin 
w

hich it develops strong brands for various m
arket 

segm
ents. 

E
ach com

pany w
ithin a large corporation usually 

develops a single brand, as the corporation’s 
objective is to have strong brands aim

ed at a 
specific m

arket segm
ent. M

ost com
panies dispose 

of a num
ber of ships. E

ach ship is a unique product, 
yet part of the principal brand that is differentiated 
from

 
others 

through 
specific 

partial 
products 

(there are no tw
o identical ships). P

artial products, 
w

hich are specific to this brand and w
hich are 

recognizable on the m
arket, are the sam

e on all 
ships, w

hereas others are different and unique to 
each ship (the nam

e of a ship, the nam
e of a deck, 

the interior decor, people, contents, etc.).

B
E

N
E

FITS
 O

F S
U

C
C

E
S

FU
L B

R
A

N
D

IN
G

The global strategy of C
arnival C

orporation, one 
of the largest vacation com

panies in the w
orld, 

is international expansion using m
ultiple brands 

for different m
arket segm

ents. In 2007 C
arnival 

recorded net incom
e of $2.4 billion, or $2.95 per 

share, w
hat m

akes it the w
orld’s m

ost profitable 
vacation com

pany. The revenues grew
 by 10 

percent to $13 billion, hitting an all-tim
e high 

(C
arnival 

C
orporation 

&
 

plc., 
A

nnual 
R

eport, 
2007). C

arnival is focused on those brands that 
have great grow

th potential and their strength lies 
in the num

ber of brands under its control (Lloyd’s 
C

ruise international, issue 88, 2007). its portfolio of 
11 leading cruise brands includes: C

arnival C
ruise 

Lines, P
rincess C

ruises, H
olland A

m
erica Line and 

The Yachts of S
eabourn in N

orth A
m

erica; P
&

O
 

C
ruises, C

unard Line and O
cean Village in the 

U
nited K

ingdom
; A

ID
A C

ruises in G
erm

any; C
osta 

C
ruises in E

urope, S
outh A

m
erica and A

sia; Ibero 
C

ruises in S
pain; P

&
O

 C
ruises in A

ustralia. 

The m
ultibrand approach enables C

arnival to offer 
a w

ide range of holiday and vacation products to 
a custom

er base that is broadly varied in term
s of 

cultures, languages and leisuretim
e preferences. 

The business m
odel driving C

arnival C
orporation 

is recognition and respect for each brand that 
needs its ow

n unique history and unique future in 
order to be successful. E

ach com
pany has its ow

n 
true culture, w

hich the custom
er expects to find. 

S
eparate organizations are in the best interest 

of the overall profitability of the group and in the 
viability of each brand (C

ruise Industry N
ew

s, 
2003/2004). C

om
panies, as strategic business 

units, 
define 

its 
ow

n 
m

arketing 
strategies 

in 
order to com

pete successfully on the current and 
prospective 

m
arkets 

and 
develop 

com
petitive 

advantage. P
&

O
 C

ruises, for exam
ple, traditionally 

aim
ed at B

ritish m
arket, decided to angle each of 

their ships at slightly different parts of the m
arket. 

The A
rcadia, 

is 
aim

ed 
at 

a 
slightly 

younger, 
affluent passenger base, m

ade up of people w
ho 

don’t m
ind paying prem

ium
 ticket prices and w

ho 
are apt to spend m

ore onboard and travelling 
w

ithout children, A
rtem

is is aim
ed at older, m

ore 
experienced cruisers also w

ithout children onboard 
and O

ceana is contem
porary and fam

ily-focused 
(C

ruise Industry N
ew

s, 2005).

Table 1: M
ajor groups and their brand sectors

S
ource: A

uthor according to P
eisley (2006), T., The Future of C

ruising – B
oom

 or B
ust? A w

orldw
ide A

nalysis to 2015, S
eatrade 

C
om

m
unications ltd., e

ssex, pp 35-36.; http://phx.corporateir.net/phoenix. zhtm
l?c=200767&

p=irol-products, 07.06.2008, http://
m

edia.corporateir.net/m
edia_files/irol/10/103045 /2007_a

nnualr
ep_lr

.pdf, 10.09.2008
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Figure 2: Levels of strategic planning 

S
ource: A

uthor

A
nother part of branding is m

aking the product, in 
this case the ship, easily identifiable through the 
colors painted on their funnels, the exterior design, 
the color of the hull, the logo etc. For exam

ple, H
A

L 
and C

unard ships are recognizable by the hull’s 
dark blue color, as com

pared to other ships w
hose 

hulls are usually painted w
hite. The A

ida C
ruises 

and N
orw

egian C
ruise Line com

panies have gone 
a step further by painting recognizable and easily 
visible sym

bols on the hull. Large eyes and a m
outh 

are painted on the hulls of A
ida C

ruise ships, and 
the N

orw
egian com

pany has floral w
reaths, sun 

and stars, and variously colored ribbons. S
hips 

are recognizable by their funnels as w
ell. For 

exam
ple, C

arnival cruise ships have a distinctive 
red-w

inged funnels and C
osta ships have yellow

 
funnels w

ith a large «C
», etc. These distinctive 

features form
 part of the brand im

age. E
very tim

e 
a cruise ship anchors off a holiday resort it is a 
floating advertisem

ent for the com
pany (C

ruise 
Industry N

ew
s, 2005). 

The 
developm

ent 
of 

a 
brand 

nam
e 

is 
a 

key 
elem

ent in developing the identity of the brand 
(K

otler, B
ow

en, M
akens, 1999). Just as a brand’s 

nam
e should be easy to pronounce, recognize and 

rem
em

ber, so m
ust a ship’s nam

e be able to transfer 
a 

certain 
m

essage 
to 

passengers, 
regarding 

product 
benefits 

and 
 

quality 
(entertainm

ent, 
tradition, quality, etc.), and yet at the sam

e tim
e 

show
 to w

hich brand it belongs to. The nam
e of 

a ship contains the nam
e of the principal brand 

w
ith som

e com
panies, w

hich is the best solution, 
for exam

ple, C
arnival Legend, C

arnival G
lory, 

C
arnival Liberty, etc. or P

rincess C
ruises, C

oral 
P

rincess, G
rand P

rincess, D
iam

ond P
rincess, and 

S
ea P

rincess.

C
ruise com

panies use branding to develop loyal 
custom

er as the aim
 of their m

arketing is not only 
to develop strategies for attracting new

 custom
ers, 

but also to m
aintain the existing ones and to build 

strong custom
er relationships by delivering the 

long-term
 value, w

hich can be seen from
 a large 

num
ber of the returning passengers, 79%

 cruisers 
indicate that they are interested in taking a future 
cruise (C

LIA C
ruise M

arket P
rofile, 2006).

C
ruise com

panies also use pow
erful brand to 

develop their product on an international basis 
since a strong brand give m

essages of quality. 
A

ccording 
to 

C
LIA 

(C
ruise 

Line 
International 

a
ssociation) 94.8%

 of cruisers express satisfaction 
w

ith their cruise and 44%
 percentage of cruisers 

are 
extrem

ely 
satisfied 

(C
LIA 

C
ruise 

M
arket 

P
rofile, 

2008). 
e

ven 
w

hen 
a 

cruise 
com

pany 
acquires another com

pany, they w
ill often keep 

the nam
e and am

bience of the acquired com
pany 

in order to retain the com
pany base (C

artw
right, 

R
., B

aird, 1999). In this m
anner, large corporations 

develop specific international brands that serve 
particular m

arket segm
ents. a

s early as 1974, 
the B

ritish com
pany P

&
O

, w
hen acquiring the 

N
orth A

m
erican operator P

rincess C
ruises, kept 

the original nam
e that w

as w
ell know

n in the U
S

. 
B

y keeping the P
rincess nam

e they w
ere able to 

expand into the N
orth A

m
erican cruise m

arket. 
O

ther com
panies m

ade sim
ilar m

oves as it w
as 

considered com
m

on practice for large com
panies 

and 
corporations 

entering 
new

 
m

arkets 
w

hen 
acquiring w

ell positioned com
panies on specific 

m
arket segm

ents. 

P
ow

erful branded nam
es help cruise com

panies 
to 

attract 
different 

segm
ents 

of 
passengers 

and 
increase 

sales. 
G

row
ing 

the 
business 

internationally is critical to the com
pany’s future. 

In com
parison w

ith international tourism
, the w

orld 
cruise industry is show

ing pronounced dynam
ic 

grow
th. in the period 1995-2007 the num

ber of 
cruise passengers increased by 188%

, from
 5,72 

to 16,50 m
illions. 

C
ruising has becom

e a m
ass phenom

enon and 
increasingly 

m
ore 

passengers 
w

orldw
ide 

are 
choosing this form

 of vacation The w
orld has 

becom
e a global destination, for today, all regions 

are included on cruise itineraries. 

Table 2: International D
em

and for C
ruises 1995-2007

*including r
ussia and e

astern e
urope countries outside the e

u
-25 and e

e
a 

** R
est of the w

orld

S
ource: C

ontribution of cruise tourism
 to the econom

ies of E
urope (2007), prepared by G

.P. W
ild (International) Lim

ited and 
B

usiness r
esearch &

 e
conim

ic a
dvisors, February, pp 5; e

uropean C
ruises, travel &

 tourism
 a

nalyst N
o.14 (2007), M

intel 
International G

roup Ltd, London, pp 3; 2020 vision: on target for 30m
 passengers, says new

 research, w
w

w
.cruisecom

m
unity.

com
/ H

eadlines.asp, 05.02.2008; e
uropean C

ruise C
ouncil, S

tatistics and M
arkets 2007, w

w
w

.irnresearch.com
/index.php?/

m
ain/content/dow

nload/201/721/file/ e
C

C
2007%

20S
tats%

20and%
20m

arts%
202007.pdf, 12.06.2008.

C
O

N
C

LU
S

IO
N

The cruise m
arket today has the features of a 

global m
arket. The grow

ing econom
ies of scale, 

global 
econom

ic 
restructuring 

and 
the 

new
 

deterritorialization of tourist destinations, capital 
and labour force have enabled cruise com

panies 
to 

m
ake 

cruising 
affordable 

for 
the 

average 
consum

er. The grow
th in tourist trends, w

hich 
are taking on global features, leads to changes in 
custom

er behaviour and dem
and. O

ver the past 
10 years, the industry has responded to extensive 
m

arket and consum
er research that has guided 

the addition of new
 destinations, new

 ship design 
concepts  to reflect the changing vacation patterns 
of today’s m

arket. The cruise com
panies have been 

dom
inated by product innovations and branded 

nam
es to attract different segm

ents of passengers 
and increase sales. They use pow

erful brands to 
differentiate their product, to develop their business 
on 

international 
m

arkets, 
to 

attract 
loyal 

and 

profitable custom
ers and to build an internationally 

renow
ned corporate im

age. The use of m
ultibrand 

approach 
has 

num
erous 

advantages: 
enables 

better m
arket segm

entation, offers com
panies the 

chance to attract larger shares of specific target 
m

arkets, helps to develop loyal custom
er and 

to extend their operations on the global m
arket. 

S
ailing the sea for pleasure has becom

e a m
ass 

phenom
enon and a greater num

ber of passengers 
are selecting this kind of vacation.

R
E

FE
R

E
N

C
E

S
B

an, I. (1999), C
hanges in the C

ruise M
arket 

and Their Im
pact on  S

ea P
orts, M

odern Traffic, 
Vol.19., N

o.1-2., institute for transport S
ciences, 

zagreb, pp 56-60.

C
artw

right, R
., B

aird, C
. (1999), The D

evelopm
ent 

and G
row

th of the C
ruise Industry, B

utterw
orth 

H
einem

ann, O
xford
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A
bstract

The travel and tourism
 sector has em

erged as one 
of the m

ost im
portant sectors for developing, as 

w
ell as developed countries. Tourism

 incorporates 
m

any of the features of the inform
ation society such 

as globalization, m
obility and inform

ation richness. 
P

eople from
 all nations, social rank, professions 

are potential tourists. 

Tourism
 links a w

orldw
ide supplier com

m
unity 

w
ith consum

ers, equally distributed w
orldw

ide. Its 
physical and virtual netw

orks enable w
orldw

ide 
travelling, bringing together very distant cultures 
and habits. The industry is diverse and the size 
of tourism

 principals varies from
 m

icro to global 
enterprises. W

hile som
e are fragm

ented, other 
parts, like the airlines, are concentrated into an 
oligopoly of global alliances.

Inform
ation system

s (IS
) in tourism

 have been 
am

ong the pioneers of leading edge technology 
applications: 

C
om

puter 
R

eservation 
S

ystem
s 

(C
R

S
) 

or 
G

lobal 
D

istribution 
S

ystem
s 

(G
D

S
) 

have been am
ong the first international inter-

organizational 
system

s. 
Yield 

m
anagem

ent 
system

s 
are 

am
ong 

the 
m

ost 
advanced 

data 
m

ining applications.

Tourism
 

m
arketing 

system
s 

typically 
represent 

the 
forefront 

of 
m

ultim
edia 

and 
virtual-reality 

applications. The W
orld W

ide W
eb (W

W
W

) is 
profoundly changing the production, distribution 
and consum

ption of touristic products. Inform
ation 

and C
om

m
unication Technology (IC

T) is probably 

the strongest driving force for changes w
ithin 

the tourism
 industry. B

oth industries are not only 
grow

ing above average, they w
ill also be am

ong 
the m

ost im
portant industries in this century. B

eing 
closely interrelated and intertw

ined.

The first part of the paper presents a structural view
, 

identifying the different types of players, the nature 
of the tourism

 business and tourism
 product.

The second part gives a general introduction to the 
relationship betw

een IC
T and tourism

 and provides 
som

e em
pirical evidence of im

portance of tourism
 

in the e-com
m

erce sector. 

The third part gives a detailed account of the 
current transform

ation in the travel and tourism
 

m
arket.

K
eyw

ords: 
Tourism

, 
D

istribution 
system

s, 
E

-
com

m
erce

The travel &
 tourism

 industry and its 
structure
Tourism

 
has 

a 
significant 

econom
ic 

im
pact, 

on a global as w
ell as on a local level, w

hich is 
underlined by statistical evidence from

 several 
official international 

organizations. 
W

e do not, 
how

ever, discuss the quality of these num
bers 

and the precision of the m
ethods used. Travel and 

tourism
 constitute a higher portion of the value of 

exports than any other sector excluding petroleum
, 

petroleum
 products and m

otor vehicles, parts and 
accessories. 
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Travel and tourism
 is a hybrid industry. M

ore than 
other services, tourism

 services are increasingly 
dom

inated 
by 

inform
ation, 

how
ever 

the 
core 

product is in alm
ost every case a physical service. 

These services are produced and consum
ed in 

a physical w
orld and em

bedded in a rich, locally 
coloured context. 

The challenge for the industry is to provide a 
seam

less integration of inform
ation and physical 

service, w
ith flexible configurations of the physical 

and 
the 

inform
ational 

parts. The 
inform

ational 
support of a journey – com

posed of a potentially 
com

plex set of interrelated elem
ents – can vary 

considerably. IC
T facilitates m

ass custom
ization of 

tourism
 products - com

plex and flexible bundles of 
tourism

 offerings can be configured and know
ledge 

m
anagem

ent tools enable individualized m
arketing 

to custom
ers.

The functional and structural view
 of the tourism

 
and 

travel 
m

arket 
differentiates 

betw
een 

the 
supply 

and 
dem

and 
side 

and 
the 

respective 
interm

ediaries. Links m
ark the relationships as w

ell 
as the flow

 of inform
ation. It only depicts the m

ost 
relevant links. The relevant types of players in the 
field are as follow

ing: on the supply side w
e denote 

w
ith 

prim
ary 

suppliers 
enterprises 

like 
hotels, 

restaurants, etc, w
hich are m

ostly S
M

e
-s. a

bout 
95.5%

 of the enterprises are very sm
all (1 to 9 

em
ployees). H

alf of the em
ployees in this segm

ent 
w

ork in very sm
all businesses (1 to 9 em

ployees); 
a further 15%

 are one-m
an enterprises. O

nly about 
10%

 of the em
ployees w

ork in large enterprises of 
m

ore than 250 em
ployees. (W

erthner et al 2004).

P
rim

ary suppliers also contain other enterprises 
such as cultural or sport event organizers, w

hich 
dem

onstrate the integrative role of tourism
. This 

group norm
ally acts in the local context of a 

destination, either regionally or nationally defined. 
W

ith respect to a functional differentiation these 
locally acting com

panies are on the sam
e level as 

the international big players like airlines or railw
ay 

com
panies.

Tour operators can be seen as product aggregators, 
i.e. they produce a new

 product by com
bining 

basic products or com
ponents. Travel agents can 

be view
ed as inform

ation brokers, providing the 
consum

er w
ith relevant inform

ation and booking 
facilities.

C
om

puterized 
R

eservation 
S

ystem
s/G

lobal 
D

istribution 
S

ystem
s 

(C
R

S
/G

D
S

) 
cover 

airline 
offerings as w

ell as other tourism
 relevant products 

such as packaged holidays, and other m
eans 

of transport. They provide the m
ain links to tour 

operator system
s and to travel agents.

D
otted lines betw

een other transport operators 
indicate that, for exam

ple, railw
ay com

panies are 
not as w

ell organized as airlines and norm
ally 

not linked to C
R

S
/G

D
S

, w
hereas on the other 

hand car-rental com
panies are w

ell represented. 
W

hereas the interm
ediaries on the right side can 

be seen as the professional and com
m

ercial link 
betw

een supplier and consum
er – the link also 

denotes financial flow
s – the left side is relevant for 

destination m
anagem

ent, planning, adm
inistration, 

m
arketing and branding of a destination. In m

ost 
cases, these entities have to act on behalf of all 
suppliers w

ithin a destination and are not involved 
in the booking process. The links to governm

ental 
bodies are dotted lines in order to indicate that 
these 

D
estination 

M
arketing 

and 
M

anagem
ent 

O
rganizations (D

M
O

) are also often governm
ental 

organizations.

Tourism
 as inform

ation product
D

ue to structural reasons, tourism
 is an inform

ation 
business (S

chertler 1995). It is constituted by 
a 

difference: 
leisure 

activities 
presuppose 

the 
existence of their opposite, nam

ely the existence 
of regulated and organized w

ork. For tourists, 
the visited places are free of w

ork; services are 
supplied that liberate the consum

er from
 their daily 

burdens. Tourism
 destinations are places, w

here 
tourism

 attractions are assum
ed to be unique, 

different from
 the everyday environm

ent. 

The differences of tim
e and space im

ply that 
tourists have to travel to the place of consum

ption, 
they are norm

ally not able to test the product in 
advance, and they have to agree upon the contract 
before consum

ing the product. Like services in 
general, tourism

 services are consum
ed at the 

very tim
e they are produced.

The tourism
 product is based on social interaction 

betw
een the supplier and the consum

er, w
here 

the quality of the product is m
ainly defined by this 

interaction. A priori, the specific qualities of the 
product are not clear. A

t the m
om

ent of decision 
m

aking and the related contractual agreem
ent, 

only an abstract m
odel of the product, e.g. its 

description, is available. Thus, decision m
aking 

and consum
ption are separated in tim

e and space. 
These distances can only be overcom

e by the 
inform

ation about the product, w
hich can travel, 

w
hich is available in advance and w

hich can be 
gathered by the consum

er. Thus, the tourism
 

product is a confidence good - a com
prehensive 

assessm
ent of its qualities a priori is im

possible. 
This characteristic requires inform

ation on both, 
the consum

ers’ and suppliers’ sides, entailing high 
inform

ation search costs and causing inform
ational 

m
arket im

perfections (W
illiam

son 1985). these, in 
turn, lead to the establishm

ent of specific product 
distribution and – com

parably long – inform
ation 

and value-adding chains.

Inform
ation intensity of production 

processes
W

hile 
the 

output 
of 

business 
processes 

is 
com

m
unicated to the m

arket in term
s of product 

inform
ation 

flow
ing 

to 
the 

potential 
custom

er, 
the underlying operations and decision-m

aking 
processes them

selves are also based on m
arket 

inform
ation. This inform

ation is m
ostly represented 

in statistical aggregates in the form
 of sum

m
aries, 

trends, or forecasts about m
arket behaviour and 

com
petitors’ 

perform
ance. 

B
oth, 

dow
nstream

 
and upstream

 inform
ation flow

s create a tourist 
inform

ation 
netw

ork 
tying 

together 
all 

m
arket 

participants 
and, 

apparently, 
reflecting 

the 
econom

ic relationships betw
een them

. 

Thus, 
inform

ation 
flow

s 
betw

een 
the 

different 
participants of the tourism

 m
arket. The figure 

represents 
a 

value 
chain 

w
ith 

respect 
to 

inform
ation; 

each 
player 

in 
the 

chain 
adds 

a 
specific inform

ation i.e. value, w
hich eases the 

decision for the consum
er. A

n im
proved flow

 of 
inform

ation along the links as w
ell as an im

proved 
inform

ation generation reduces the risks, on both 
sides of the netw

ork, for the consum
er and the 

suppliers. In addition, the product aggregation and 
consolidation 

process 
is 

inform
ation 

intensive. 
P

roducts have to have w
ell defined interfaces so 

that they fit together, w
ith respect to the consum

er 
needs, prices and distribution channels. 

The bundling process is com
plicated by the fact 

that the tourism
 product is a variable and versatile 

product. B
asic products can be em

bedded in 
different aggregated products i.e. a hotel m

ay be 
com

bined w
ith different travel arrangem

ents or 
additional arrangem

ents such as sport or cultural 
events. It can be sold to different consum

er groups, 
if 

the 
product 

attributes 
and 

the 
consum

ers’ 
interests can be m

apped onto each other. This 
process is also based on inform

ation and, w
hich 

is equally im
portant different representations m

ay 
result into different products e.g. the sam

e hotel 
m

ay be sold as one w
ell suited for elderly persons 

or as golf hotel, given that it is adjacent to a golf 
course. B

oth, the variability and the aggregated 
character qualify tourism

 products as com
plex 

and explanation intensive i.e. consum
ers typically 

need inform
ation, explanations and advice.

Trends in consum
er behaviour

A
t the sam

e tim
e consum

er behaviour is changing, 
in tourism

 as in other industries. A
s part of a general 

trend, tourists:

S
eek m

ore individual offers, self- enrichm
ent; 

better im
m

ediate inform
ation about the product 

and the destination, better service

W
ant m

ore specific offers both w
ith regard to 

content as w
ell as to the entire arrangem

ents

A
re becom

ing m
ore m

obile and critical, m
ore 

brand aw
are but less loyal. 

A
re m

ore price sensitive, com
paring m

ore and 
m

ore offers

Tend to take m
ore but shorter vacations, and 

decide later leading to decreased tim
e span 

betw
een booking and consum

ption

A
re m

ore know
ledgeable about international 

travel

M
ake decisions later, reducing the lead tim

e

H
ave access to the Internet to obtain instant, in 

– depth inform
ation and booking

H
ave access to low

 cost international air travel

A
s a consequence, the m

arket becom
es m

ore 
segm

ented, 
w

ith 
each 

potential 
consum

er 
belonging to different segm

ents at the sam
e tim

e. 
H

ow
ever, IC

T plays an im
portant role in coping 

w
ith these challenges in tourism

. B
y facilitating 

the nearly unrestricted dissem
ination of tourist 

inform
ation - w

orldw
ide netw

orks, m
ultim

edia, etc 
- m

arket participants and especially consum
ers 

get better access to product inform
ation, giving 

rise both to, global visibility of destinations and a 
global m

erging of m
arket segm

ents. This increase 
in distribution com

petition accelerates business 
processes and spurs the dynam

ics of innovation, 

•••••••••



I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

358
359

I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

calling 
for 

im
proved 

utilization 
of 

IC
T 

at 
the 

m
anagem

ent level.

Tourism
 and IC

T
the focus of e-business engagem

ent in tourism
 

is 
on 

custom
er-facing 

activities, 
i.e. 

prim
arily 

e-m
arketing 

and 
e-sales. 

O
nline 

booking 
and 

reservation services have been w
idely accepted 

am
ong consum

ers and business travellers. Yet, 
in all other e-business areas the tourism

 sector is 
below

 the w
eighted average for 10 sectors - such 

that food and beverages, textile industry, publishing 
and printing, pharm

aceutical industry, m
achinery 

and equipm
ent, autom

otive industry, aerospace, 
construction IT services and tourism

.

The 
diffusion 

of 
basic 

IC
T 

infrastructure 
lags 

behind other sectors. M
ost it-laggards can be 

found am
ong m

icro and sm
all enterprises, w

hich 
are m

uch m
ore im

portant than in other sectors, 
given that S

M
e

-s clearly dom
inate the tourism

 
sector. the availability of e-skills on the labour 
m

arket for tourism
 is still a problem

. S
m

all and 
m

icro enterprises searching for personnel w
ith e-

skills face significant difficulties in hiring qualified 
staff.  

The autom
ation of internal business processes is 

less crucial for a service sector such as tourism
 

in com
parison to the m

anufacturing sectors. The 
application of IC

T solutions such as E
nterprise 

R
esource P

lanning system
s (E

R
P

) is significantly 
low

er 
than 

in 
other 

econom
ic 

sectors. 
This 

indicates that m
ost of these expensive and com

plex 
applications are tailored to large enterprises and 
the m

ajority of S
M

e
-s in tourism

, still consider a 
m

anual handling of such tasks sufficient. 

O
nline purchasing is a relatively w

ell-
used application in the tourism

 sector. 
Tourism

 com
panies buy online m

ore often and 
purchase m

ore of their supplies online than firm
s 

from
 other econom

ic sectors. Yet, they are less 
likely to use specific iC

t solutions for their e-
procurem

ent 
activities 

w
ithin 

their 
com

panies. 
Instead, they are m

ore likely to use services 
offered via sales solutions of suppliers or offered 
on e-m

arketplaces or trading netw
orks. in general, 

e-m
arketplaces seem

 to be m
uch m

ore im
portant 

than in other econom
ic sectors. They are heavily 

used for e-procurem
ent as w

ell as for e-sales. 

O
verall, IC

T rem
ains im

portant in the com
petitive 

advantage 
argum

ent. 
There 

is 
enorm

ous 
custom

er-driven dem
and for e-business products 

and services, and the trend is that dem
and w

ill 
continue 

to 
rise. 

therefore 
investm

ent 
in 

e-
business applications needs to be encouraged 
and supported.  

e
-business 

has 
fundam

entally 
changed 

the 
daily 

operations 
of 

D
estination 

M
anagem

ent 
O

rganisations 
(d

M
O

-s). 
d

ue 
to 

their 
internal 

structure, 
destinations 

m
ay 

be 
considered 

as 
som

e 
kind 

of 
virtual 

enterprises, 
w

hich 
are 

predestined for the use of collaborative e-business 
applications. 

IC
T 

m
ay 

support 
the 

internal 
coordination and e-m

arketing and online sales of 
services provided w

ithin the destination. d
M

O
-s 

m
ay operate destination portals on the internet 

enabling them
 to provide direct contacts betw

een 
tourists and service providers, thereby superseding 
traditional interm

ediaries such as travel agencies. 
in fact, d

M
O

-s m
ay evolve into e-interm

ediaries 
them

selves. 

A
s the E

uropean tourism
 m

arket has em
erged 

into a buyers’ m
arket, a m

ore custom
er-centric 

approach by tourism
 com

panies w
ould be highly 

beneficial. The application of C
R

S
 is em

erging 
as a prom

ising m
easure. C

urrently, m
ainly large 

com
panies such as airlines and hotel chains are 

using 
sophisticated 

C
R

S
 

system
s, 

w
hile 

m
ost 

S
M

e
-s in the tourism

 sector w
ork w

ithout C
r

S
. 

Thus, 
destination 

cards 
m

ay 
prove 

to 
be 

an 
enabling solution for C

R
S

 system
s, how

ever the 
conceptual design and strategic arrangem

ent w
ill 

determ
ine the success of such card solutions. 

M
obile e-services m

ay serve tourists conveniently 
w

hile 
travelling 

and 
at 

the 
destination 

during 
their stay. W

hile m
ost established e-com

m
erce 

applications deal w
ith custom

er needs in the pre-
trip phase, there is a lack of applications serving 
the 

tourist 
on-the-spot. 

S
om

e 
e-com

m
erce 

applications are already available, but the quality 
of their contents, the technological im

plem
entation 

and 
the 

usability 
of 

such 
services 

varies 
considerably. The m

arket for m
obile services is still 

im
m

ature and sustainable business m
odels need 

to be developed. yet, especially location-based 
system

s m
ay provide suppliers of such services 

w
ith a unique selling proposition, and destinations 

prom
oting such innovative services m

ay gain a 
com

petitive advantage. 

P
olicy im

plications of IC
T

There are still a num
ber of tourism

 enterprises 
com

pletely 
refusing 

to 
engage 

in 
e-business. 

O
ften, 

these 
it-laggards 

lack 
the 

basic 
iC

t 
infrastructure. Initiatives to raise the aw

areness 
of the potential benefits of iC

t and e-business 
m

ay help to overcom
e such barriers. P

olicies 
supporting the roll-out of broadband infrastructure 
m

ay also prove highly beneficial. The sam
e is true 

for education policies w
hich should try to include e-

skills in vocational curricula and foster respective 
training activities for tourism

 staff, as w
ell. 

A
nother field for policy action is the support of 

standardised internet-based system
s. in contrast 

to existing C
om

puter R
eservation S

ystem
s (C

R
S

) 
and G

lobal D
istribution S

ystem
s (G

D
S

) tailored 
for large enterprises, new

 system
s m

ay open up 
opportunities for applications in an open netw

ork 
like the internet, w

hich m
ay be m

ore adequate for 
S

M
e

-s. yet, m
any e-m

arketplaces set up barriers 
due to different standards used. Thus, projects 
targeting the standardisation and enhancing the 
interoperability of all sorts of w

eb services for the 
tourism

 sector should be supported. 

Furtherm
ore, policies should encourage initiatives 

for netw
orking and cooperation in e-business. it 

is fundam
ental for S

M
e

-s to form
 netw

orks w
ith 

other players in the m
arket to satisfy the needs of 

custom
ers, w

hich have becom
e m

ore dem
anding 

and em
pow

ered by the internet. P
olicy m

easures 
should stim

ulate the participation of S
M

e
-s in 

business netw
orks targeted at cooperation in daily 

business, training activities and the transfer of 
know

-how
.  

IC
T has played an im

portant role in previous 
phases of the developm

ent of m
odern tourism

. 
C

om
puterized 

R
eservation 

S
ystem

s 
(C

R
S

), 
developed and operated by airlines in order to 
cope w

ith the increasing volum
e of passengers 

and the related logistic and operational problem
s, 

w
ere am

ong the first w
orldw

ide applications of 
inform

ation technology, leading to system
s w

ith 
several ten-thousand participating com

panies. a
t 

that tim
e, com

parable applications

could only be found in the financial sector. The 
diversity of the tourism

 sector places high dem
ands 

on IS
 support and the perform

ance of IS
 system

s. 
These dem

ands reflect:

G
lobal m

arkets and the salience of destinations
•

H
igh volum

e of transactions and custom
ized 

products

S
tructured, standardized data as w

ell as 
m

ultim
edia representations

im
portance of intra- and inter-organizational 

system
s

a
ll different types of custom

ers - consum
ers, 

S
M

e
, large com

panies-fragm
ented and 

concentrated m
arkets

Today, 
tourism

 
is 

am
ong 

the 
m

ost 
im

portant 
application 

dom
ains 

in 
the 

W
orld 

W
ide 

W
eb. 

E
stim

ates 
state 

that 
approx. 

33%
 

of 
Internet 

transactions are tourism
-based, based on a d

elphi 
study w

ith 50 participants from
 the three A

lbanian 
speaking countries, estim

ates that w
ithin the next 

10 years 30%
 of the tourism

 business w
ill be 

Internet based. G
row

th estim
ates show

 a steady 
grow

th over the next years. S
o hotel and rental car 

bookings w
ill grow

 accordingly.

The reasons for the prom
inent position of travel 

revenues on the Internet are:

The sheer volum
e of overall revenues

The salience of rich and topical inform
ation for 

custom
ers

Tourism
 suppliers address a global audience 

and alm
ost every Internet user is a potential 

custom
er

Intense com
petition on the W

eb am
ong 

incum
bents and new

 players has led to the 
em

ergence of num
erous leading W

eb sites, 
w

hich offer a w
ealth of m

ultim
edia inform

ation 
and efficient transaction support

O
n balance, w

e see a com
bination of structural 

properties of the tourism
 industry and its product, 

intense 
com

petition 
and 

a 
sw

ift 
adaptation 

of 
attractive 

custom
er 

segm
ents 

to 
electronic 

transactions. The basic infrastructure w
ill contain: 

the physical layer based on the Internet protocol; 
and com

m
on services such as user authorization, 

inform
ation coding – cryptography - and billing 

procedures.

S
pecific services and applications w

ill cover a w
ide 

range of support functions for custom
ers:

G
eneric e-com

m
erce procedures like electronic 

paym
ent and clearing

•••••••••
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S
pecific procedures like product search and 

negotiation

M
ediation and facilitation services, providing 

transparent access to Inform
ation sources and 

applications like reservation or aggregation 
servers, and to personalized tools for planning 
m

eans

The new
 m

arket place 
Tourism

 players from
 all segm

ents of the m
arket 

pursue online m
arket strategies, and try to enter 

this 
already 

crow
ded 

and 
com

petitive 
m

arket: 
especially airlines, C

R
S

/ G
D

S
 and hotel chains. 

The technology not only enables direct access 
to the consum

er –internet- but also im
proves 

the 
internal 

inform
ation 

flow
 

and 
cooperation 

processes 
-e

xtranet. 
internet 

applications 
becom

e their electronic interface to the w
orld, 

w
here services are defined from

 a supplier and a 
consum

er perspective. The new
 structure show

s 
interm

ediation 
and 

disinterm
ediation 

processes 
at the sam

e tim
e, giving birth to new

, exclusively 
Internet service providers.

Trend tow
ards stronger netw

orking
The 

tourism
 

industry 
is 

largely 
dom

inated 
by 

sm
all and m

edium
-sized enterprises (S

M
e

-s). to 
survive in an increasingly com

petitive and global 
environm

ent, tourism
 enterprises have to achieve 

econom
ies of scale and scope in order to reduce 

transaction costs, increase productivity and gain 
m

arket pow
er. There has been a general trend 

tow
ards netw

ork relations am
ong various service 

providers, in order to offer new
 products and 

services that increase the profitability and further 
develop the attractiveness and com

petitiveness 
of the destination and/or enterprise, by better 
responding to changing tourism

 dem
and. A

s m
ore 

and m
ore guest interaction is handled over the 

internet, enterprises are dependent on each other 
to cooperate in netw

orks for realising the m
axim

um
 

benefits of e-business.  

d
isinterm

ediation and re-interm
ediation 

in the travel and tourism
 industry

Faced 
w

ith 
increasing 

com
petition 

and 
price 

pressure, all m
ajor airlines have set up W

eb 
sites 

through 
w

hich 
they 

also 
pursue 

direct 

••

sales 
strategies. 

W
hile 

som
e 

of 
them

 
have 

been cautious not to alienate their established 
distribution 

partners, 
e.g. 

Lufthansa, 
w

hich 
is 

running m
onthly ticket auctions as a m

arketing 
event and prom

otion for the W
eb-site w

hich also 
features direct booking, others, e.g. D

elta A
irlines, 

are aggressively pushing the direct sales channel, 
up to the point that D

elta has attem
pted to im

pose 
a penalty fee for all non-online bookings.

Traditionally, travel agencies and tour operators 
have been playing a key role in the tourism

 
sector; how

ever, the w
ide adoption of IC

T in the 
tourism

 industry is transform
ing the role played 

by these enterprises. It seem
s that their physical 

im
portance 

is 
being 

dim
inished 

by 
direct-to-

custom
er business m

odels based on the internet. 
To 

w
ork 

against 
this 

developm
ent, 

m
ore 

and 
m

ore travel agencies extend their services by 
online 

booking 
portals 

and 
act 

again 
as 

an 
interm

ediary betw
een the final producer and the 

tourist. S
om

e players have changed their business 
m

odel com
pletely by focusing exclusively on the 

internet, e.g. travel24.com
 w

hich saves costs by 
distributing inform

ation and sales on the internet, 
w

ithout the need to run sales offices. Furtherm
ore, 

there is a noticeable trend tow
ards a change in 

the booking behaviour of tourists due to different 
expectations 

of 
experienced 

tourists 
and 

the 
request for individualisation. Today, experienced 
tourists are increasingly planning and creating 
their ow

n vacation packages on a m
odular basis 

through direct bookings on platform
s or directly on 

the com
panies’ w

ebsites. 

N
ew

 interm
ediaries: online booking 

servers
M

ore im
portant and potentially m

ore dangerous for 
travel agents is the em

ergence of so called online 
booking servers. They act as a kind of virtual 
travel agent or even travel superm

arket providing 
booking facilities for air, hotel, car rentals, or holiday 
packages, as w

ell as m
any additional inform

ation 
retrieval services. W

ith respect to the tourism
 value 

chain they can be regarded as new
 interm

ediaries, 
setting up an additional distribution link from

 the 
C

R
S

/G
D

S
 

to 
the 

consum
er, 

bypassing 
travel 

agents. The cooperation agreem
ents w

ith C
R

S
/

G
D

S
 follow

 from
 the fact that the latter are the only 

electronic system
s available w

hich supply both a 
w

orldw
ide product set as w

ell as the necessary 
reliable functionality.

Traditional 
tourism

 
players 

like 
S

abre 
w

ith 
Travelocity or TH

IS
C

O
 w

ith Travel W
eb run som

e 
of these booking servers w

hile others have been 
set-up by new

 entrants like M
icrosoft w

ith e
xpedia. 

The sheer size and attractiveness of the travel 
and tourism

 m
arket com

bined w
ith low

ered entry 
barriers has attracted new

 entrants from
 outside 

the 
traditional 

tourism
 

m
arket, 

especially 
from

 
com

panies from
 the m

edia and IC
T field such as 

B
ertelsm

ann or M
icrosoft.

These com
panies appreciate the huge interest 

from
 the consum

er’s side in tourism
 applications 

in the Internet and w
ant to exploit the possibility of 

linking users to other Internet services offered. They 
provide m

ultim
edia content and Internet m

ediating 
transactions to earn m

oney. S
ince tourism

 is an 
inform

ation business, it fits w
ell w

ith their know
-

how
 and business processes. These com

panies 
perceive tourism

 as one of the m
ost im

portant 
application fields for em

erging electronic m
arkets. 

W
hile, for m

any years, the tourism
 m

arket has 
been characterized by a high level of regulation 
and little external com

petition, this situation has 
changed fundam

entally and w
e have seen new

 
entrants rise to m

ajor players during the past four 
years.

The list of the top travel sites, i.e. E
xpedia ITN

, 
P

review
 

Travel 
and 

Travelocity, 
dem

onstrates 
the dom

inant U
S

 position. These servers have 
enorm

ous annual grow
th rates, for exam

ple A
s 

a m
ajor w

ay to increase W
eb traffic nearly all 

these 
servers 

follow
 

a 
strategy 

of 
distribution 

deals 
w

ith 
portal 

sites. 
The 

strategic 
goal 

of 
these com

panies is to be am
ong those that w

ill 
occupy a strategic position in this future m

arket. 
This strategy, how

ever, requires ongoing m
ajor 

investm
ent. This com

petition and com
parability 

im
plies a perm

anent innovation in the field of 
technology, 

tourism
 

products 
and 

business 
processes. M

oreover, since tourism
 is one of the 

m
ain application fields of the w

w
w

, it is often a test 
field for new

 technological developm
ents. This w

ill 
further increase the com

petition. In consequence, 
further financial linkages w

ith econom
ical pow

erful 
com

panies, either from
 the tourism

 field or from
 

outside, can be expected.

N
ew

 infom
ediaries – agents of the 

custom
ers

In addition to direct sales (disinterm
ediation) and 

virtual travel agents or superm
arkets, innovative 

business 
m

odels 
have 

em
erged 

on 
the 

W
eb 

that com
bines the notions of flexible pricing and 

custom
er 

advocacy 
(H

agel 
and 

S
inger 

1999). 
Travel B

ids e.g., runs reverse auctions, in w
hich 

custom
ers specify their travel plans and travel 

agents bid to fulfil them
. P

riceline portrays itself 
as a dem

and collection system
. C

ustom
ers can 

specify 
their 

preferences 
including 

the 
price. 

P
riceline then advertises these binding offers to 

airlines w
ho can decide w

hether they w
ant to fulfil 

this additional dem
and at the custom

er’s price.

S
ystem

s like P
riceline are focusing on specific 

product 
characteristics 

of 
tourism

 
products 

in 
general and schedule flights in particular: The 
products are perishable and the m

arginal cost for 
an additional traveller is very low

. The infom
ediaries 

have 
strategically 

positioned 
their 

applications 
in order to generate benefits for custom

ers and 
suppliers w

hich are not feasible in a direct sales 
m

odel.

They:

R
educe coordination and com

m
unication cost 

for buyers and sellers

G
enerate volum

e for the suppliers

P
ool hom

ogeneous dem
and in order to give 

individual custom
ers access to suppliers’ 

volum
e discounts

Im
prove the likelihood for order fulfilm

ent for 
the custom

ers

S
eparate or even isolate the coordination 

m
echanism

 from
 other sales and distribution 

channels and  by this w
ay lim

it spill-over effects 
of price discounts

O
perate w

ith varying levels of transparency

The role of destinations the electronic 
tourism

 m
arket

D
estinations still have m

ajor problem
s in closing 

the loop, beginning w
ith the planning process and 

ending w
ith the booking for private consum

ers. 
This is on one side due to the specific political 
and organizational constraints, but is also due to a 
w

idely m
issing agreem

ent upon a business as w
ell 

as a cooperation m
odel for an entire destination 

(Froschl and W
erthner 1997).

••••••
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M
ost of the destination sites are purely inform

ation 
servers, 

booking 
is 

m
ostly 

not 
supported. 

Interestingly, those destination system
s supporting 

booking 
could 

avoid 
conflicts 

w
ith 

private 
com

panies 
by 

applying 
various 

cooperation 
strategies. H

ow
ever, these system

s are confronted 
w

ith a further problem
: they do not cover the 

entire product range, m
ost im

portantly the flight 
segm

ent. In order to create real com
petitive tools 

for m
arketing and selling, destinations w

ill have 
to tackle these issues. D

estinations could take 
advantage of this developm

ent, assum
ing that 

they are able to deliver. Further concentration 
can be foreseen, due to this com

plex m
arketing 

situation as w
ell as the speed of technological 

change. P
layers w

ill cooperate and com
pete at 

the sam
e tim

e.

D
estination M

anagem
ent and M

arketing functions 
including:

B
randing and im

age

M
arketing cam

paigns to drive business, 
particularly to S

M
e

-s

U
nbiased inform

ation services

O
peration / facilitation of bookings

D
estination coordination &

 m
anagem

ent for 
visitor’s quality of experience involvem

ent in 
the daily operation

Visitor inform
ation and reservations 

S
trategy, research and developm

ent

Training and education

B
usiness advice 

P
roduct ‘start- ups’

E
vents developm

ent and m
anagem

ent

A
ttractions developm

ent and m
anagem

ent

There 
are 

three 
drivers 

of 
change 

in 
D

M
O

 
m

arketing:

1. 
The 

central 
role 

of 
technology 

for 
everyone:

C
onsum

ers

Interm
ediaries

B
usinesses

•••••••••••••••

2. 
D

em
anding consum

ers

3. 
C

om
m

ercial players:

O
perating in your space, w

here once only you 
operated

They need incom
e so they are custom

er 
focused

They have effective distribution

A
nd they don’t stand still – alw

ays refining and 
im

proving

A
lso, there are nine keys to future success in 

destination e-business

R
each as m

any potential custom
ers as 

possible

M
axim

ise the lifetim
e value of custom

ers, by 
m

aintaining the relationship

C
reate a com

pelling w
ebsite experience

M
aintain high quality content

D
eliver sales, directly or indirectly

O
ffer custom

ises packaging

E
ngage tourism

 business, to deliver the 
inventory

d
em

onstrate return on investm
ent- 

perform
ance evaluation and benchm

arking

E
nsure effective electronic distribution of 

inform
ation to travellers and visitors, including 

location based services

C
onclusions

W
hile 

deregulation, 
technical 

innovation 
and 

globalization structure in the telecom
m

unications 
industry 

has 
led 

to 
a 

process 
of 

m
ultiple 

new
 

entrants, 
follow

ed 
by 

concentration 
and 

differentiation, 
w

e 
hypothesize 

a 
sim

ilar 
developm

ent in the travel and tourism
 industry. 

Foreseen can be a further specialization, focusing 
on different services, but also an integration of 
the various players and products by a com

m
on 

technological infrastructure. This developm
ent is 

sim
ilar to that w

hich has already occurred in the 
industry w

ith the appearance of the C
R

S
/G

D
S

. 
They provided a com

m
on platform

 to reach the 

•••••••••••••

m
arket, i.e. at that tim

e only the travel agents. 
There are, how

ever, tw
o crucial differences to that 

historical situation:

W
hereas the C

R
S

/G
D

S
 had and partly still 

have the pow
er to put through com

m
on 

standards, these are m
issing in the new

 m
arket 

place.

The Internet provides a com
paratively cheap 

technology for all players to participate in the 
electronic m

arket place and to access directly 
private households, leading to the described 
com

plex m
arket situation w

ithout standards. 
This m

akes the harm
onization issue an 

im
portant task. N

ew
 interm

ediaries m
ight fill 

this void and provide these services.

Future 
com

petition 
in 

the 
–electronic- 

tourism
 

m
arket place w

ill be characterized by the efforts 
of the players to exploit technology to facilitate 
organizational responsiveness and learning as 
w

ell as custom
er relationship m

anagem
ent by:

U
sing the infrastructure for enforced m

arketing 
efforts, generating user interest by specific 
services

B
eing able to m

ove in the quickly changing 
industry netw

ork, finding the balance betw
een 

cooperation and com
petition

D
eveloping a strategy for know

ledge 
m

anagem
ent and perm

anent learning

1.2.•••

P
erm

anently adopting to and using 
technological developm

ents

M
aintaining custom

er relationships, based on 
sophisticated user and interface tools

M
onitoring ongoing trends and relying on 

advanced A
I tools for product developm

ent and 
innovation

R
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A
bstract

In recent years, is grow
ing aw

areness am
ong 

tourism
 

researchers 
of 

the 
relations 

betw
een 

tourism
 

and 
natural 

resource 
m

anagem
ent 

. 
S

eem
ingly new

 form
s of tourism

, such as nature-
based 

tourism
, 

ecotourism
, 

and 
sustainable 

tourism
, now

 are advocated as an environm
entally 

safe basis for econom
ic developm

ent in m
any rural 

locations w
orldw

ide. There is a large interest in 
these new

 form
s of tourism

 because of decreasing 
tim

ber 
harvests 

and 
increasing 

recreation 
on 

national forest lands, and the resulting im
pacts of 

these changes on local econom
ies. 

These new
 form

s of tourism
 are prom

oted as an 
environm

entally safe w
ay for rural com

m
unities 

to 
generate 

incom
e 

from
 

natural 
resources. 

They 
are 

advocated 
particularly 

in 
developing 

countries 
because 

m
any 

developing 
countries 

possess a com
parative advantage over developed 

countries 
in 

their 
ability 

to 
provide 

relatively 
pristine 

natural 
settings. 

A
ffluence, 

education, 
and environm

entalism
 all contribute to increasing 

visitation to w
ild lands and generate incom

e for local 
com

m
unities through the expenditures of tourists 

such as lodging, transportation, food, guides, and 
souvenirs. D

em
and for these new

 form
s of tourism

, 
it is argued, arises from

 increased concern or 
interest in unique and fragile ecosystem

s and a 
grow

ing desire to travel to new
 and exotic places, 

and an increasing num
ber of people w

ho have the 
financial m

eans to do so. 

This paper discusses the concepts of nature-
based 

tourism
, 

ecotourism
, 

and 
sustainable 

tourism
; provides a general overview

 of research 
and 

issues; 
and 

suggests 
potential 

areas 
for 

future research. The intent is to provide a general 
overview

 of existing literature to serve as a prim
er 

for researchers and policym
akers initiating m

ore 
thorough investigations of tourism

 and natural 
resource m

anagem
ent.

K
eyw

ords: 
N

ature-based 
tourism

, 
ecotourism

, 
sustainable developm

ent, outdoor recreation.

elsagega19@
yahoo.it

Introduction
Tourism

 
developm

ent 
com

m
only 

has 
been 

advocated as an alternative to traditional natural 
resource-based 

econom
ic 

developm
ent, 

such 
as 

tim
ber 

production, 
agriculture, 

and 
m

ining. 
R

ecently, 
m

any 
advocates 

of 
tourism

 
have 

prom
oted seem

ingly new
 tourism

 concepts, such as 
nature-based tourism

, ecotourism
, and sustainable 

tourism
 am

ong others. These new
 form

s of tourism
 

are prom
oted as an environm

entally safe w
ay for 

rural com
m

unities to generate incom
e from

 natural 
resources. 

They 
are 

advocated 
particularly 

in 
developing countries because m

any developing 
countries possess a com

parative advantage over 
developed 

countries 
in 

their 
ability 

to 
provide 

relatively pristine natural settings (C
ater 1993). 

A
ffluence, education, and environm

entalism
 all 

contribute to increasing visitation to w
ild lands and 

generate incom
e for local com

m
unities through 

the 
expenditures 

of 
tourists 

such 
as 

lodging, 
transportation, 

food, 
guides, 

and 
souvenirs 

(Laarm
an and S

edjo 1992). D
em

and for these 
new

 form
s of tourism

, it is argued, arises from
 

increased concern or interest in unique and fragile 
ecosystem

s and a grow
ing desire to travel to new

 
and exotic places, and an increasing num

ber of 
people w

ho have the financial m
eans to do so.

R
esearch interest in these new

 form
s of tourism

 
has 

surfaced 
in 

the 
A

lbania 
partly 

because 
of 

decreasing 
tim

ber 
harvests 

and 
increasing 

recreation on national forest lands and the resulting 
im

pacts of these changes on local econom
ies. 

S
upply 

and 
dem

and 
projections 

for 
outdoor 

recreation suggest that quantities dem
anded w

ill 
exceed supply for m

any activities including w
ildlife 

observation, 
prim

itive 
cam

ping, 
backpacking, 

and nature study. N
ew

 form
s of tourism

 also are 
closely related to outdoor recreation, w

hich has 
been a m

anagem
ent objective of national forests 

since their inception. P
ublished literature about 

tourism
 is extensive and international. A

lthough 
this 

overview
 

draw
s 

on 
m

uch 
of 

the 
existing 

recent literature, it is not an exhaustive review
 

of that literature. R
ather, it includes a significant 

body of literature sufficient to serve as a prim
er 

for researchers and policym
akers initiating m

ore 
thorough investigations of the relations betw

een 
tourism

 
and 

natural 
resource 

m
anagem

ent. 
increasingly, term

s such as nature-based tourism
, 

ecotourism
, 

and 
sustainable 

tourism
 

 
am

ong 
others, have been used by tourism

 researchers 
to characterize specific types of tourism

 and to 
qualify specific ranges of tourism

-related issues. 
S

everal 
studies 

devote 
significant 

attention 
to 

defining these different tourism
 concepts and their 

im
plications in relation to tourism

 (a few
 exam

ples 
include B

ackm
an). This paper is less concerned 

w
ith debating the nuances of the different concepts 

than it is w
ith suggesting w

hat different tourism
 

concepts im
ply about relations betw

een tourism
 

and natural resource m
anagem

ent. A
t tim

es, the 
term

s 
nature-based 

tourism
, 

ecotourism
, 

and 
sustainable 

tourism
 

seem
 

to 
be 

used 
alm

ost 
interchangeably. O

ther less com
m

only used term
s 

include green tourism
 and alternative tourism

. 
A

m
ong m

any researchers, how
ever, each term

 
im

plies a specific concept m
otivated by concern 

about 
the 

environm
ental, 

social, 
and 

cultural 
im

pacts of tourism
.

a
bsent additional qualifiers, nature-based tourism

 
seem

ingly could include w
hat m

any w
ould view

 as 
fairly m

ainstream
 tourism

 developm
ent ranging from

 
large hotel and restaurant franchises intended to 
serve the needs of nature tourists for such activities 
as w

hale w
atching from

 cruise ships and visiting 
popular sites such as Yellow

stone N
ational P

ark. 
M

ost of the literature  how
ever, qualifies nature-

based tourism
 as being specifically concerned w

ith 
the conservation or preservation of the “nature” on 
w

hich the tourism
 is based. For m

any researchers 

, it is this qualification that distinguishes ecotourism
 

from
 nature-based tourism

.

Typical services offered at ecotourism
 destinations 

m
ight include local arts and crafts, guided hikes 

and w
ildlife view

ing, publications, natural history 
lectures, photography, and local food. R

evenues 
are generated from

 fees for these services, as w
ell 

as natural area user fees and local expenditures 
for hotels, restaurants and bars, and transportation 
services (S

eidl 1994). the e
cotourism

 S
ociety 

defines ecotourism
 as “travel to natural areas to 

understand the cultural and natural history of the 
environm

ent, taking care not to alter the integrity of 
the ecosystem

, w
hile producing opportunities that 

m
ake the conservation of the natural resources 

beneficial to local citizens” (W
ood 1993). O

ram
s 

(1995) argues that ecotourism
 m

ust provide m
ore 

than m
ere enjoym

ent; it m
ust foster changes in 

the attitudes and behaviour of tourists about the 
protection of natural resources. The qualification 
that ecotourism

 not harm
 the natural environm

ent 
raises the issue of sustainability and the additional 
concept of sustainable tourism

. 

E
cotourism

 precludes m
ore intensive exploitation 

of natural resources in rural areas or developing 
countries 

by 
providing 

econom
ic 

returns 
that 

exist 
as 

positive 
incentives 

to 
local 

residents 
w

ho are enlisted in natural resource protection 
.In this view

, non tourism
 industries generally 

are portrayed as exploitative and degrading to 
natural resources, w

hereas tourism
 generally, and 

ecotourism
 specifically, are advocated as w

ays to 
capture natural resource use and non-use values. 
A

ccording to this view
, non tourism

 industries m
ust 

be controlled and ecotourism
 prom

oted.

S
om

e researchers view
 the tourism

 industry itself as 
exploitative and degrading to natural resources as 
w

ell as indigenous people and cultures. A
ccording 

to this view
, the developm

ent of tourism
 is w

hat 
m

ust be controlled to sustain natural resources 
and cultural attributes on w

hich tourism
 depends. 

This view
 of sustainable tourism

, as H
ughes(1995) 

notes, arises from
 dissatisfaction w

ith present 
principles and practices of the tourism

 industry as 
a w

hole .

R
esearchers also have discussed ecotourism

 in 
the context of the tourism

 life cycle (B
utler 1980). 

The general idea is that a relatively undeveloped 
location initially m

ay attract a few
 adventurous 

tourists seeking pristine nature and  
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in-digenous cultures. a
s tour operators and related 

service businesses recognize the m
arket potential 

of a location, the local tourism
 industry expands, 

and the location becom
es m

ore developed. The 
expanded local tourism

 industry m
ay continue 

at the location, but the initial tourists, originally 
attracted 

by 
the 

undeveloped 
features 

of 
the 

location, m
ove on to other locations that rem

ain 
undeveloped and pristine.

W
all 

(1994) 
suggests 

that 
ecotourism

 
is 

characteristic of the early stages of the tourism
 

life cycle. E
cotourism

 relies on a place to look 
and feel pristine, but once a place is “spoiled,” 
the ecotourism

 industry m
ust search for the next 

undiscovered and pristine landscape or culture. 
In effect, ecotourism

 acts against the goals of 
ecotourism

 (H
aenn1994). 

R
esearch and Issues:  E

conom
ic 

Im
pacts, E

conom
ic Values, and M

arket 
S

egm
entation

M
easuring the econom

ic im
pacts of tourism

 and 
outdoor 

recreation 
has 

received 
considerable 

attention in academ
ic literature. E

conom
ic im

pacts 
generally 

are 
exam

ined 
w

ithin 
a 

cost 
benefit 

fram
ew

ork (D
ixon and S

herm
an 1990) w

ith the 
benefits m

easured by using expenditure surveys 
com

bined w
ith input-output analysis. travel cost or 

contingent valuation m
ethods also are com

m
only 

used to place dollar values on natural areas or 
m

arginal changes in their characteristics (B
ostedt 

and M
attsson 1995). 

M
easuring econom

ic im
pacts or values derived from

 
tourism

 necessitates differentiating betw
een the 

econom
ic benefits derived from

 the various form
s 

of tourism
. O

ne of the problem
s in determ

ining the 
econom

ic im
pact of ecotourism

, for exam
ple, is 

know
ing w

hat is m
eant by the term

 (Tisdell 1996). 
D

ifferentiating betw
een econom

ic benefits derived 
from

 ecotourism
 and those derived from

 general 
tourism

 can depend on how
 each is defined.

W
hen ecotourism

 is defined less restrictively, as 
sim

ply tourism
 derived from

 nature preserves, 
parks, or refuges, researchers tend to assum

e that 
all econom

ic im
pacts derived from

 those natural 
areas are ecotourism

-derived im
pacts . 

E
conom

ic 
im

pacts 
are 

m
easured 

by 
using 

expenditure surveys of tourists visiting those areas. 
Tourism

 expenditures assum
ed to be generated 

by a particular natural area m
ay be reported for 

a 
w

ell-defined 
geographic 

area 
or 

com
bined 

w
ith input-output analysis to describe secondary 

im
pacts (K

anters and B
otkin 1992). 

A
n alternative to surveying tourists is surveying 

local businesses and residents. W
hen ecotourism

 
is 

defined 
m

ore 
restrictively 

and 
confined 

to 
particular types of tourism

 activity or particular 
types of tourists, researchers attem

pt to segm
ent 

tourists into the categories of eco tourist and general 
tourist. O

ne approach identifies eco tourists as 
those individuals pursuing recreational activities 
that are assum

ed to characterize ecotourism
. 

E
conom

ic im
pacts m

ight then be based on the 
econom

ic 
value 

of 
specific 

outdoor 
recreation 

activities. For exam
ple, studies have estim

ated the 
econom

ic value of w
ildlife view

ing , bird w
atching , 

and w
hite w

ater recreation ,am
ong other activities 

. A
nother approach confines ecotourism

 to tourists 
possessing certain attitudes or m

otives. A
ttitude 

or m
otive-based segm

entation com
bines surveys 

of 
tourists 

w
ith 

factor 
and 

cluster 
analysis 

to 
segm

ent tourists according to their trip m
otives or 

socioeconom
ic characteristics .This m

ethod has 
been used to segm

ent eco tourists from
 general 

tourists (W
ight 1997) and eco tour operators from

 
non eco tour operators (B

ottrill and P
earce 1995). 

S
egm

entation 
can 

be 
used 

to 
disaggregate 

expenditure ,travel cost, or contingent valuation 
survey 

results 
into 

ecotourism
 

and 
general 

tourism
 

econom
ic 

im
pacts. 

S
egm

entation 
also 

can be used to evaluate how
 preferences for 

site m
anagem

ent differ am
ong eco tourists and 

general tourists .S
electing an appropriate m

ethod 
for segm

enting different types of tourism
 and 

tourists depends on the location and situation of 
interest. Focusing on specific natural areas m

ay 
be appropriate in som

e cases, w
hereas focusing 

on different types of tourists m
ay be appropriate 

in others. S
om

e tourists m
ay visit one location to 

escape com
m

ercial developm
ent, w

hereas others 
m

ay expect typical tourist services offered by 
national franchises. D

ifferent tourists m
ay differ 

in their spending and rates of visitation. Individual 
trips m

ight take on characteristics of ecotourism
 at 

som
e tim

es and characteristics of general tourism
 

at others (Lindberg 1991).

R
ecognition 

of 
different 

types 
of 

tourism
 

and 
tourists, the econom

ic im
pacts different tourists 

generate, and the use and non use values they 
hold 

w
ith 

respect 
to 

their 
tourism

 
experience 

can have im
portant im

plications for how
 tourism

 
econom

ics research is conducted.

P
erhaps 

the 
greatest 

proportion 
of 

published 
ecotourism

 
literature 

presents 
case 

studies 
exam

ining 
political, 

social, 
econom

ic, 
and 

environm
ental 

issues 
related 

to 
tourism

 
developm

ent in specific locations . 

N
ational 

political 
and 

econom
ic 

priorities 
can 

dom
inate regional or local priorities, thereby leading 

to national policies that are incom
patible w

ith 
sustainable tourism

 developm
ent (tosun 1998). in 

other locations, predevelopm
ent and preproduction 

roles 
m

ight 
be 

reversed. 
D

isagreem
ent 

m
ay 

exist betw
een national protection interests and 

the econom
ic developm

ent aspirations of local 
com

m
unities. 

S
ustainable 

tourism
 

advocates 
m

ay not alw
ays agree w

ith local residents. W
hat 

sustainable 
tourism

 
advocates 

m
ay 

see 
as 

potential conflicts betw
een tourism

 developm
ent 

and natural resource protection, local residents 
m

ay see as desirable econom
ic developm

ent. 
Failure 

to 
involve 

com
m

unities 
in 

tourism
 

developm
ent decisions along w

ith an inability of 
policym

akers to form
 an integrated regional vision 

can be obstacles to sustainable developm
ent ( 

Ioannidis 1995). P
rogress tow

ard sustainability 
m

ost likely occurs in com
m

unities that recognize 
the potential costs and benefits of tourism

 and are 
w

illing to take a proactive approach in its planning 
and m

anagem
ent (G

odfrey1998).

P
lanning and D

evelopm
ent 

C
ollaboration is a com

m
on them

e advocated for 
successful ecotourism

 developm
ent. C

ooperation 
and 

coordination 
betw

een 
public 

and 
private 

sectors 
are 

im
portant. 

S
everal 

case 
studies 

describe 
integrated 

roles 
of 

natural 
resources 

m
anagem

ent agencies, tourism
 service industries, 

governm
ent agencies ,and local com

m
unities as 

im
portant factors leading to successful ecotourism

 
developm

ent. M
any studies advocate the need for 

com
m

unity involvem
ent and outline com

m
unity-

based tourism
 developm

ent strategies .C
om

m
unity 

involvem
ent can be im

peded by disagreem
ent over 

the level or type of tourism
 developm

ent desired 
(W

yllie 1998). it can be difficult to discern w
hether 

tourism
 developm

ent is an appropriate alternative 
to other types of econom

ic developm
ent in different 

locations (Joppe 1996). A potential problem
 of 

basing a local econom
y on tourism

 is that tourism
 

injects m
oney into the econom

y w
ithout producing 

m
ore goods for people to consum

e. This can result 
in local price inflation, w

hich is w
orsened by the 

presence of tourists w
ho increase dem

and (S
eidl 

1994). For m
any com

m
unities, tourism

 w
ill have a 

lim
ited grow

th potential. E
conom

ic activity based 
on tourism

 and recreation can suffer significant 
seasonal 

variability 
(K

eith 
and 

others 
1996). 

E
cotourism

 is subject to fluctuations ow
ing to ups 

and dow
ns in the trendiness of given destinations 

and m
odes of travel (S

eidl 1994). local residents 
also 

m
ay 

face 
significant 

opportunity 
costs 

associated 
w

ith 
restrictions 

on 
local 

resource 
use, w

hereas the benefits of protection m
ay not 

be readily apparent. Tourism
 should be view

ed 
as part of an overall econom

ic and environm
ental 

plan that includes other industries.

R
esearchers 

argue 
that 

overdeveloped 
or 

unsustainable 
tourism

 
results 

from
 

the 
open 

access 
nature 

of 
natural 

resources 
on 

w
hich 

tourism
 is based (Lindberg 1991, S

teele 1995). 
O

verdevelopm
ent can result in dam

age to natural 
resources 

and 
reduced 

enjoym
ent 

by 
tourists 

because 
of 

congestion 
and 

site 
degradation. 

S
teele (1995) argues that problem

s derived from
 

open access can be rem
edied if control over 

the resource is assigned to governm
ents, local 

com
m

unities, or private entities w
ho can restrict 

access.

A
ssigning control to one entity, how

ever, can lead 
to other problem

s. For exam
ple ,governm

ents 
m

ay feel com
pelled to m

aintain open access as a 
service to the public(Lindberg 1991). D

evelopm
ent 

of seem
ingly sustainable tourism

 also can lead 
to unsustainable tourism

 developm
ent if tourism

 
businesses are unable to resist the tem

ptation 
to 

increase 
visitors 

(W
eaver 

1995). 
E

conom
ic 

incentives 
often 

run 
counter 

to 
preservation 

and favour developm
ent (B

ackm
an and others 

1994). tourism
 developm

ent also potentially can 
spark desired or undesired grow

th in non tourism
 

sectors.

The usefulness of such prescriptions for ecotourism
 

likely are dependent on specific circum
stances of 

specific locations.

E
stablishing C

riteria for S
uccess

N
ational forests and other public lands undoubtedly 

have played a role in attracting tourism
 in m

any 
com

m
unities 

located 
near 

them
, 

by 
providing 

significant 
outdoor 

recreation 
opportunities 

in 
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relatively undeveloped settings. M
uch of this tourism

 
fits w

ithin new
 nature-based tourism

, ecotourism
, 

and sustainable tourism
 concepts. M

any of the 
issues and concerns that m

otivate interest in new
 

form
s of tourism

 are consistent w
ith the traditional 

conservation-oriented m
ultiple-use objectives that 

have characterized national forest m
anagem

ent. 
A

lthough recreation and tourism
 research address 

m
any sim

ilar concepts and issues, little integration 
exists betw

een the tw
o. Increasing recognition of 

the role of national forests as tourism
 destinations 

m
ay im

ply a need to expand traditional outdoor 
recreation planning to include inquiry into the 
econom

ic, social, and ecological im
pacts of tourism

 
.A

n im
portant factor in tourism

 developm
ent is 

w
hether natural or cultural resources exist on w

hich 
to base a tourism

 industry. N
ew

 tourism
 concepts, 

such as ecotourism
 ,m

ay require natural areas 
or cultures that are relatively unique or pristine. 
E

conom
ic feasibility depends on a site having a 

m
arketable product (S

eidl 1994). N
ot all locations 

are sufficiently unique to draw
 tourists. If a location 

is a less popular or highly specialized destination, 
there can be risks involved in developing a reliance 
on tourism

 (A
nderson 1991). P

oor accessibility 
ow

ing to rem
oteness or inadequate transportation 

system
s 

can 
constrain 

tourism
 

grow
th. 

S
om

e 
com

m
unities m

ay be unable to provide or develop 
necessary 

com
plem

entary 
tourist 

services. 
D

ifferent scales and types of tourism
 developm

ent 
m

ay be appropriate in different locations. S
om

e 
com

m
unities 

located 
near 

national 
forests 

or 
other 

public 
lands 

likely 
possess 

com
parative 

advantages 
in 

offering 
relatively 

undeveloped 
natural areas potentially of interest to tourists 
seeking outdoor recreation opportunities. W

hether 
their com

parative advantages in tourism
 exceed 

those in other natural resource-based industries is 
not alw

ays clear.

E
valuating the existing and potential role national 

forests can play in attracting local and regional 
tourism

 likely w
ould aid national forest m

anagers 
in 

natural 
resource 

planning 
.In 

addition 
to 

the natural resource endow
m

ents provided by 
national 

forests, 
how

 
those 

endow
m

ents 
are 

m
anaged w

ill significantly im
pact the num

bers and 
types of tourists that w

ill be attracted. Traditional 
m

ultiple-use objectives of national forests m
ay 

be incom
patible w

ith certain types of tourism
. 

For exam
ple, it is plausible that certain types of 

tourists m
ay be unw

illing to accept any signs of 
intensive 

forest 
m

anagem
ent 

for 
com

m
ercial 

tim
ber production. Locations that can enhance or 

m
aintain their relative environm

ental quality w
ill 

im
prove their com

parative advantage over other 
destinations 

(Farrell 
and 

R
unyan 

1991). A
lso, 

certain recreational activities m
ay be incom

patible 
w

ith others, thereby resulting in conflicts betw
een 

different 
tourists 

seeking 
different 

form
s 

of 
recreation. H

ikers m
ay be at odds w

ith off-road 
vehicle 

users, 
hunters 

m
ay 

be 
at 

odds 
w

ith 
birdw

atchers, and m
otorized boaters m

ay be at 
odds w

ith non m
otorized boaters. A

ccom
m

odating 
every type of tourist m

ay be infeasible in every 
location. Tourism

 planning m
ay require aligning 

forest m
anagem

ent w
ith the preferences of tourists 

in specific locations. 

E
valuating N

ational Forests as Tourism
 

R
esources Forest M

anagem
ent Im

pacts 
on Tourism

. The case of N
ational P

ark of 
LLogora
R

ecent literature on tourism
 tends to differentiate 

betw
een 

m
ass 

tourism
, 

w
hich 

is 
view

ed 
as 

environm
entally 

and 
culturally 

destructive, 
and 

alternative 
form

s 
of 

tourism
 

developed 
on 

a 
sm

aller scale so as to m
inim

ize adverse im
pacts to 

local environm
ents and cultures. These alternative 

form
s of tourism

, it is argued, provide local residents 
greater 

em
ploym

ent 
opportunities, 

m
aintain 

a 
greater share of econom

ic benefits w
ithin the local 

area, and result in less negative im
pacts (H

am
pton 

1998). in contrast, m
ass tourism

 is associated 
w

ith large-scale, high-density accom
m

odations, 
contrived 

attractions, 
seasonal 

m
arkets, 

and 
lim

ited benefits to the local econom
y w

ith m
inim

al 
concern for carrying capacity and a lack of local 
involvem

ent (W
eaver 1995). O

ne advantage of 
tourism

 developm
ent on a larger scale, how

ever, 
is the ability for local governm

ent agencies to 
control accom

m
odation standards and recoup tax 

revenues through licensing, w
hich is m

ore difficult 
w

ith m
ore fragm

ented and sm
all-scale tourism

 
developm

ent (C
arey and others 1997). D

ifferent 
types and scales of tourism

 developm
ent im

ply 
econom

ic, social, and ecological tradeoffs.

Virtually any kind of tourism
 activity w

ill result in 
som

e im
pact to natural resources som

ew
here 

(C
ater 1993, H

unter 1997). D
espite strong ethical 

and environm
ental m

otives, ecotourists still are 
seeking prim

arily pleasure and entertainm
ent. A 

successful tourism
 industry in one area m

ay not fit 
in another. In considering if tourism

 developm
ent 

is appropriate in a given location, the com
parative 

advantages 
of 

different 
types 

and 
scales 

of 

tourism
 

developm
ent 

need 
to 

be 
evaluated. 

S
ocial, econom

ic, and ecological constraints need 
to be identified. S

uccessful tourism
 developm

ent 
w

ill depend less on how
 tourism

 is labelled than 
on the natural endow

m
ents in given locations and 

the existing infrastructure, local expertise, and 
com

m
unity 

support 
necessary 

to 
com

plem
ent 

those endow
m

ents. S
tudies could address w

hat 
types and scales of tourism

 developm
ent are 

appropriate in certain locations from
 econom

ic, 
social, and ecological perspectives.

In recent years, there has been increasing interest 
in charging user fees for access to public lands. 
R

evenue can be m
ade both by entrance fees 

charged to tourists and by use perm
its charged 

to businesses offering tourist services such as 
guided tours on public lands. Fees can help public 
agencies recoup the costs of natural resource 
m

anagem
ent and reduce congestion at certain 

sites by creating econom
ic disincentives to visit. 

E
ntrance fees to parks and natural areas frequently 

are set below
 am

ounts visitors are w
illing to pay 

and 
below

 
am

ounts 
required 

to 
finance 

park 
budgets (Laarm

an and G
regersen 1996). Low

 
fees often persist because of a lack of inform

ation 
regarding site dem

and, and potential im
pacts of 

charging higher fees often are unknow
n (Lindberg 

and johnson 1994). P
ricing potentially can lead to 

greater efficiency, fairness ,and environm
entally 

sustainable 
nature-based 

tourism
 

(laarm
an 

and G
regersen1996). For national forests, this 

m
ay im

ply setting user fees that are sufficient to 
capture positive unprized benefits derived from

 
forest resources.

E
valuating E

conom
ic, S

ocial, and 
E

cological Tradeoffs N
ational Forest 

Fees and Local E
conom

ic Im
pacts

For 
local 

com
m

unities, 
how

ever, 
a 

significant 
socioeconom

ic 
factor 

in 
tourism

 
developm

ent 
is the proportion of tourism

 incom
e that can be 

captured by the local econom
y .S

uch incom
e is 

generated through em
ploym

ent in tourism
-related 

services such as food and lodging, gasoline, local 
tour guiding, and sale of souvenir and outdoor 
recreation equipm

ent. C
harging access fees to 

public 
lands 

potentially 
reduces 

visitation 
and 

can result in adverse econom
ic im

pacts to local 
com

m
unities w

here access to public lands is a 
prim

ary 
attraction. 

U
ser 

surveys 
incorporating 

contingent valuation, travel cost, or other m
ethods 

could 
be 

used 
to 

provide 
inform

ation 
about 

the im
pact of fees on rates of visitation. S

uch 
studies could be com

bined w
ith econom

ic im
pact 

assessm
ents w

ithin local com
m

unities to describe 
different fee levels in term

s of potential local 
econom

ic im
pacts. The fiscal benefits of access 

fees on public lands could be evaluated w
ithin a 

broader context to include the tourism
 industry 

in w
hich public lands are a part .N

ational forests 
likely w

ill have an increasingly significant im
pact 

on tourism
 in com

m
unities located near them

. The 
role the E

nvironm
ental  A

gency  intends to play 
in tourism

 developm
ent in local com

m
unities is 

not clearly defined. S
hould the agency be m

ore 
actively involved in local tourism

 developm
ent 

planning? A
re there types of tourism

 the agency 
should encourage or discourage?

H
ow

 
w

ould 
the 

role 
of 

the 
agency 

differ 
depending 

on 
local 

econom
ic, 

social, 
and 

ecological conditions, and in relation to econom
ic 

diversification, com
m

unity resiliency ,and econom
ic 

dependence on public lands? These likely w
ill be 

som
e of the questions confronting researchers 

and policym
akers in the future.
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A
bstract

The dem
ocratic election of S

outh A
frica in 1994 

brought about political liberation for the m
ajority 

of 
S

outh A
fricans 

on 
a 

path 
of 

renew
al 

and 
transform

ation w
ith the tourism

 industry w
idely 

regarded as a strong econom
ic driver. A

lthough 
the tourism

 industry has som
e large organizations, 

the sector is num
erically dom

inated by S
M

TE
s 

(Tassiopoulos, 2008). The E
astern C

ape P
rovince 

is no exception w
here S

M
TE

s play a crucial role 
in developing the econom

y and creating new
 

opportunities. 

The 
2007 

S
kills 

A
udit 

and 
Tourism

 
H

um
an 

R
esources S

trategy for S
outh A

frica revealed that 
service excellence w

as one of the m
ost crucial 

ingredients 
in 

developing 
sustainable 

tourism
 

grow
th. The audit further highlighted the need to 

urgently develop a custom
er service program

m
e 

and 
transform

 
S

outh 
A

frica 
into 

a 
globally 

com
petitive 

service 
econom

y 
and 

destination 
choice. The Travel and Tourism

 C
om

petitiveness 
R

eport 2008, ranked S
outh A

frica 60 out of 130 
countries overall, and revealed that the country 
ranked 118 out of 130 countries in term

s of H
um

an 
R

esource 
developm

ent 
and 

w
as 

a 
cause 

for 
concern in providing service excellence. 

C
om

petition 
am

ong 
S

M
TE

s, 
according 

to 
Tassiopoulos 

(2008), 
has 

never 
been 

greater 
than it is today. It is em

phasised that S
M

TE
s 

m
ust find a com

petitive edge by focusing on 
quality. C

ustom
ers are vital to all S

M
TE

s and 
therefore m

eeting custom
er needs and providing 

service excellence are im
portant keys to business 

survival and prosperity. C
R

M
 can help businesses 

enhance their custom
er relationships by attracting 

custom
ers that are m

ore profitable and establishing 
stronger and m

ore durable custom
er relationships. 

O
zgener 

and 
Iraz 

(2006), 
highlight 

that 
C

R
M

 
transform

 
organizations 

into 
custom

er-centric 
enterprises 

that 
m

axim
ize 

the 
value 

of 
every 

custom
er and therefore underpin C

R
M

 as currently 
one of the hottest topics in the fields of business 
strategy, m

arketing m
anagem

ent and inform
ation 

technology. The literature on C
R

M
 clearly points 

to how
 C

R
M

 activities w
ill m

ake S
M

TE
s m

ore 
sustainable by sales staff developing a closer 
custom

er relationship, thereby increasing custom
er 

loyalty because of m
ore efficient service. 

W
hile there are m

any factors that cause S
M

TE
s 

to fail, this study is aim
ed essentially tow

ards 
im

proving the survival role of S
M

TE
s in the E

astern 
C

ape P
rovince, by focussing on the appropriate 

C
R

M
 for S

M
TE

s. This paper review
s the existing 

C
R

M
 literature and identifies and analyses the 

characteristics of the S
M

TE
 service excellence 

business m
odels. This paper aim

s to exam
ine the 

relationship betw
een S

M
TE

 service excellence 
and C

R
M

 in the E
astern C

ape, as w
ell as to 

identify the characteristics of C
R

M
 for sustainability 

am
ong S

M
TE

s. The im
portance of the issues for a 

developing tourism
 econom

y in the E
astern C

ape 
is vital. Further, it review

s the opportunities and 
challenges S

M
TE

s are facing w
hen m

anaging 
C

R
M

. 
The 

outcom
e 

of 
the 

above-m
entioned 

research w
ould eventually lead to the creation and 

validation of a C
R

M
 m

odel for S
M

TE
s.
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Introduction
the 1994 dem

ocratic election of S
outh a

frica 
brought about political liberation for the m

ajority 
S

outh 
A

fricans 
on 

a 
path 

of 
renew

al 
and 

transform
ation. The S

outh A
frican tourism

 sector 
has show

n a w
orldw

ide annual grow
th of 5%

-6%
 

(B
C

M
: a

nnual r
eport, 2007/2008) and is w

idely 
regarded as a strong econom

ic driver in S
outh 

A
frica. 

S
M

TE
s 

play 
a 

crucial 
role 

in 
developing 

the 
tourism

 
industry, 

and 
creating 

new
 

w
ork 

opportunities. N
ational policy fram

ew
orks have 

been introduced to support S
M

TE
s because they 

are recognized for their potential to im
prove the 

econom
y. tassiopoulos 

(2008) defines tourism
 

entrepreneurship 
as 

activities 
that 

create 
and 

operate legal tourism
 businesses (that operate 

on a profitable basis and seek to satisfy the need 
of tourists). N

um
erous governm

ents and policy-
m

akers according tassiopoulos (2008) now
 rely 

on tourism
 for econom

ic regeneration and strategic 
local developm

ent. S
M

TE
s key role is recognized 

by governm
ents and international organisations 

such as the W
TO

 and E
uropean C

om
m

ission. In 
a recent study, conducted by D

E
AT (2007), it w

as 
indicated that established S

M
TE

s overw
helm

ingly 
dom

inate the local tourism
 econom

y. The study 
further revealed that although m

any established 
S

M
te

s have been in operation pre-1994; there 
has been a surge of new

 S
M

TE
s to take advantage 

of opportunities linked to the tourism
 boom

 of post- 
1994 period. the hospitality sector (food, beverage 
and accom

m
odation) represents the largest sub-

sector of the tourism
 industry w

ith 67%
 of the 

em
ployers and 77%

 of the em
ployees. S

M
TE

s 
have a m

ajor role to play in the S
outh A

frican 
econom

y in term
s of em

ploym
ent creation, incom

e 
generation and output grow

th. It is estim
ated that 

m
ore than 12 m

illion people in S
outh A

frica are 
actively involved in the S

M
M

E
 sector and account 

for approxim
ately 60%

 of all em
ploym

ent in the 
econom

y and 40%
 of output (B

C
M

 : a
nnual r

eport, 
2007/2008). a

ccording to tassiopoulos (2008), 
the largest proportion of S

M
TE

s in S
outh A

frica, 
consists predom

inantly of w
hite-ow

ned S
M

te
s 

that operate a host of different establishm
ents from

 
travel and touring operations, restaurants, sm

all 
hotels, self- catering and resorts, gam

e farm
s, bed 

and breakfasts or backpacking hostels. There is 
an em

erging black-ow
ned group of enterprises, 

w
hich constitutes a m

ix of form
ally registered 

m
icro-enterprises as w

ell as a m
ass of inform

al 
tourism

 enterprises. Virtually all tourism
 offerings 

are intangible, and therefore it becom
es im

portant 
how

 it is delivered to the consum
er, i.e. the level 

of custom
er service. R

elationships w
ith custom

ers 
cannot be sustained if there are any problem

s w
ith 

the quality of the offering. G
eorge (2008), states 

that in tourism
 m

arketing the delivery of service 
is the prim

ary m
easure of quality. The quality of 

the offering m
ust live up to the claim

s m
ade by 

m
arketers. It is im

portant to m
ake custom

ers feel 
special and m

ake them
 feel that the organisation 

has chosen to provide them
 w

ith attention. 

M
any developing countries, including S

outh A
frica 

experience a general culture of poor service in 
the tourism

 industry (K
eyser, 2006). Furtherm

ore, 
there is little interest in delivering service or going 
that extra m

ile to satisfy custom
ers. The problem

 
is that service is often exacerbated by high prices 
that 

do 
not 

m
atch 

quality 
of 

service 
offered. 

M
any ow

ners of S
M

TE
s are either ignorant of 

custom
er expectations or lack exposure to m

arket 
requirem

ents. P
ow

ers and B
arrow

s (2006) assert 
that quality service is service, that “consistently 
m

eets 
and 

exceeds 
custom

er 
expectations.” 

E
xceeding 

custom
er 

expectations 
results 

in 
a 

perception of high- quality service. Failure to m
eet 

expectations results in the custom
er’s perception 

of quality being relatively low
. Further, since service 

is perception-based, the true m
easurem

ent rests 
w

ith the individual custom
er. H

aahti (2003) outlines 
the strategic core processes that determ

ine m
uch 

of the core com
petence and its com

petitive edge 
in S

M
TE

s as:

U
nderstanding the needs, w

ishes and choice 
behaviours of guests and potential custom

ers 
in order to create profitable business relations. 
This includes targeting, segm

entation and 
positioning. It also m

eans the beginning of 
the co-creative process of understanding 

•

your custom
er, w

here the ideas of experience 
m

anuscript are collected, chosen and w
ritten to 

m
eet the choice objectives of the custom

er and 
the profitability objectives of the com

pany.

M
eeting the guest is the critical encounter 

betw
een the guest and the host or 

representative of the host. For custom
ers it 

m
ay be the m

ain source of stress, am
bivalence 

and risk before getting to know
 a new

 place.

S
taging the experience, providing the services, 

and selling the products that augm
ent the 

experience are dependent on the structures 
and processes that are used to create and 
support the experience staging. It offers 
innum

erable possibilities for delighting and 
trust building in the relationship.

The m
anagem

ent structure, including 
inform

ation technology and m
anagem

ent 
processes, create the context and conditions 
for a successful experience. The first three 
core processes are dependent on the quality of 
the m

anagem
ent processes in form

ing of the 
experience value chain.

The m
anagem

ent of the quality of the 
experience needs to be subm

erged in the 
design and staging for evaluation.

C
ustom

er service is anything that an enterprise 
does to enhance the custom

er experience. This 
m

eans m
eeting their needs and exceeding their 

expectations. It is about being polite, friendly and 
caring to custom

ers. D
elivering quality custom

er 
service is an im

portant strategy for any S
M

TE
 in 

S
outh A

frica to survive and grow
.

S
outh A

frica has good potential for developm
ent 

of the tourism
 sector and it is w

ithin this context 
and because of its coast and the m

any natural 
attractions, the E

astern C
ape P

rovince is seen to 
have good potential. W

hilst the tourism
 sector is 

grow
ing, there is a clear responsibility of ensuring 

that 
previously 

disadvantaged 
individuals 

are 
also 

benefiting 
from

 
the 

sector. 
The 

need 
to 

develop com
m

unity based tourism
 products and 

supporting em
erging tourism

 S
M

TE
s to facilitate 

transform
ation has becom

e an urgent m
atter.

S
ustainable 

grow
th 

of 
S

M
TE

s 
has 

becom
e 

a 
challenge; hence the question of how

 to m
anage 

grow
th 

of 
S

M
TE

s 
is 

an 
im

portant 
one. 

The 
strategies an entrepreneur im

plem
ents, or does 

not im
plem

ent, w
ill determ

ine w
hether a business 

••••

w
ill survive, and also to w

hat extend it can expand 
(tassiopoulos, 

2008). 
in 

S
outh a

frica, 
tourism

 
has becom

e fiercely com
petitive business, and 

in the light of transform
ation, num

erous w
indow

s 
of opportunity have opened for entrepreneurs in 
the tourism

 industry. There are opportunities in 
the developm

ent of m
anufactured attractions, for 

exam
ple 

m
onum

ents, 
them

e 
parks, 

w
aterfront 

developm
ents, zoos, parks, gam

e reserves, arts 
and crafts galleries and cultural tourism

. S
upport 

services such as catering, tourist guides, m
arketing 

and training could also offer good opportunities 
for entrepreneurs. The fields of entertainm

ent, 
restaurants, shebeens (tow

nship liquor outlet and 
pub), coffee shops, tea gardens, acting, traditional 
dancing and m

usic offer just a few
 of the m

any 
opportunities (tassiopoulos, 2008).

The tourism
 industry is becom

ing m
ore professional 

w
ith increasing em

phasis on quality m
anagem

ent 
and greater responsiveness to discerning custom

er 
expectations. This raises pertinent issues for the 
sustainability for S

M
TE

s. Lim
ited research on S

M
TE

 
profiles has been indicated ( tassiopoulos, 2008). 
It has been found that S

M
TE

s are characterised 
by fam

ily run businesses, m
anagers have few

 
form

al qualifications, lim
ited previous experience 

in tourism
 and further that S

M
TE

s have very low
 

levels of capital investm
ent that possibly im

pacts 
negatively on quality.

S
easonality of dem

and is a m
ajor factor affecting 

the 
viability 

of 
sm

all 
tourism

 
and 

hospitality 
enterprises, especially in rural and rem

ote areas. 
S

easonality of dem
and is norm

al, often resulting 
in cash-flow

 problem
s, low

 profitability, and the 
necessity of relying on fam

ily m
em

bers as staff 
(tassiopoulos, 

2008).the 
m

arketing 
challenge 

for products affected by seasonality is to produce 
revenue during off-peak tim

es. tourism
 suppliers 

try to even out the use of products or to create 
dem

and for their products during off seasons 
(K

eyser, 2006). The use of C
R

M
 in S

M
TE

 w
ould 

assist w
ith issues regarding seasonality.

R
ecently, 

S
outh 

A
frica’s 

D
epartm

ent 
of 

E
nvironm

ental 
A

ffairs 
and 

Tourism
 

(D
E

AT), 
highlighted 

service 
excellence 

as 
a 

strategy, 
and em

phasized that custom
er service is one of 

the critical skills because there has been a lack 
of underlying service ethos that prevails across 
the board in the country. These statem

ents stem
 

from
 a com

petitiveness rating, w
hereby S

outh 
a

frica w
as rated num

ber 62 out of 124 countries 
that w

ere assessed.  Van S
chalkw

yk, M
inister of 
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e
nvironm

ental a
ffairs &

 tourism
 (2008) revealed 

that an audit undertaken to exam
ine skills levels, 

indicated that service excellence w
as one of the 

m
ost crucial ingredients in sustainable tourism

 
grow

th. The audit also highlighted the need to 
urgently develop a custom

er service program
m

e 
and 

transform
 

S
outh 

A
frica 

into 
a 

globally 
com

petitive 
service 

econom
y 

and 
destination 

choice.

The 
E

astern 
C

ape 
P

rovince 
is 

no 
exception 

w
here S

M
TE

s play a crucial role in developing the 
econom

y and creating new
 opportunities. P

oor 
service levels standards w

ere identified as one of 
the barriers that need to be addressed to facilitate 
tourism

-related product developm
ent in the e

astern 
C

ape. N
elson M

andela B
ay Tourism

’s research 
indicates that service levels in restaurants w

ere 
below

 par. Further, there w
as a skills shortage 

am
ong tourism

 organizations, m
unicipalities and 

com
m

unities in m
anagem

ent and im
plem

entation 
(P

orter, 2008).  

tourism
 

is 
a 

hum
an 

capital-intensive 
industry, 

w
here skilled service orientated people are the 

backbone of the sector. S
oft skills of business 

etiquette, custom
er care and service culture are 

not m
anifesting according to the Tourism

 B
usiness 

C
ouncil of S

outh A
frica. Indeed, this highlights the 

im
portance of all partners in the tourism

 service 
value 

chain 
to 

com
m

it 
to 

service 
excellence. 

The business environm
ent needs to be nurtured 

w
here 

service 
excellence 

is 
firm

ly 
entrenched 

in the culture, policies, processes and m
indset 

of country leaders and service providers. A
s a 

business philosophy, C
R

M
 is the m

ost significant 
developm

ent in the evolution of m
arketing since 

the 1960’s. It enables the m
arketing, sales and 

service functions to be truly integrated, com
pany 

priorities to be clarified and resources to be m
ore 

planned and cost-effectively deployed. C
ustom

er-
driven business m

anagem
ent should be em

braced 
by all functions at all levels (B

urnett, 2001).

C
ustom

ers are a vital asset of any organization. 
Increased 

global 
com

petition 
in 

recent 
years 

has forced m
any organizations to becom

e m
ore 

custom
er orientated. D

ecreasing custom
er loyalty 

has led to the em
ergence of concepts that focus 

on nurturing of relationships to custom
ers. M

ajor 
changes have been noted in the w

ay com
panies 

organize them
selves, as businesses sw

itch from
 

product based to custom
er –based structures. A 

key driver of this change is the advent of C
R

M
 that 

is underpinned by inform
ation and com

m
unication 

technologies (R
yals &

 K
nox, 2001) as in O

zegener 
&

 Iraz (2006).

S
hajahan (2004) define C

r
M

 as the process of 
m

anaging the detailed inform
ation about individual 

custom
ers and carefully m

anaging all the custom
er 

“touch points” w
ith the aim

 of m
axim

ising the 
custom

er loyalty. C
R

M
 is an active, participatory 

and 
interactive 

relationship 
betw

een 
business 

and 
custom

er. 
The 

objective 
is 

to 
achieve 

a 
com

prehensive view
 of custom

ers, and be able to 
consistently anticipate and react to their needs w

ith 
targeted and effective activities at every custom

er 
touch 

point. 
To 

survive 
in 

the 
global 

m
arket, 

focusing on the custom
er is becom

ing a key factor 
for S

M
TE

s. It is know
n that it takes up to five tim

es 
m

ore m
oney to acquire a new

 custom
er than to 

get an existing custom
er to m

ake a new
 purchase. 

H
ence, custom

er retention is essential to S
M

TE
s 

because of their lim
ited resources (O

zgener &
 

Iraz 2006). C
R

M
 is the strategic application of 

people, processes and technology to im
prove and 

sustain profitable relationships w
ith custom

ers and 
partners. The E

astern C
ape of S

outh A
frica faces 

serious 
challenges 

in 
endeavouring 

to 
rem

ain 
sustainable as there is a high failure rate of S

M
TE

s 
in the province.

R
esearch objectives of this paper

B
ased on existing generic C

R
M

 theory and m
odels, 

the aim
 of the study is to develop a S

M
te

-specific 
C

R
M

 body of theory w
hich contributes tow

ard 
sustainable business practices in the S

outh A
frican 

tourism
 industry. It is against this background that 

this literature review
 w

ill be conducted w
ith the 

objectives outlined hereunder:

To exam
ine the existing literature on C

R
M

 in 
S

M
TE

s in general. 

To review
 the opportunities and challenges that 

organizations, particularly, S
M

TE
s  that are 

dealing w
ith C

R
M

 and how
 this can im

pact on 
sustainability.

To contribute to the body of know
ledge 

concerning the appropriate form
 of C

R
M

 for 
S

M
TE

s.

Literature review
Tourism

 is a highly com
petitive industry, w

ith m
any 

S
M

TE
s in S

outh A
frica offering sim

ilar types of 

1.2.3.

offering. O
ne of the w

ays that an S
M

TE
 can gain 

an edge over the com
petition is by providing their 

custom
ers w

ith excellent service. Therefore, as 
an S

M
TE

, it is im
perative for one to identify w

hat 
custom

ers’ needs are and m
eeting of those needs. 

The characteristics and challenges of S
M

TE
s have 

received considerable attention from
 governm

ents 
and academ

ic researchers since the late nineties. 
The task of satisfying custom

ers in services is 
m

uch m
ore difficult than it is for the m

anufacturer 
of a product (tassiopoulos, 2008).

C
ustom

er service m
anagem

ent
A

s S
M

TE
s increasingly understand the value of 

form
ing profitable long-term

 relationships w
ith their 

custom
ers, the appropriate form

s of C
R

M
 is w

ell 
placed to aid w

ith the grow
th of S

M
TE

s (K
um

ar 
and R

einartz, 2006). The traditional C
R

M
 solutions 

have focused on building com
petitive advantage 

for enterprises in term
s of products, services, 

pricing and distribution, but the new
 and evolving 

view
 focuses on building sustainable com

petitive 
advantage for S

M
TE

s.

S
ustainable com

petitive advantage can be defined 
as the ability to deliver superior value to the m

arket 
for a protracted period of tim

e (D
u P

lessis, Jooste &
 

S
trydom

, 2001). S
uperior value according to these 

authors refers to the fact that consum
ers of a product 

or service m
ust be convinced that they are getting 

som
ething of value for their m

oney. The real heart 
of an organization, like the heart of any S

M
TE

, w
ill 

be your custom
ers, and therefore good treatm

ent 
of custom

ers is vital to any S
M

TE
. The focus of all 

tourism
 organizations, w

hether sm
all or large, is to 

provide custom
ers w

ith w
hat they w

ant. P
roviding 

excellent custom
er service w

ill help achieve a high 
level of custom

er satisfaction and w
ill encourage 

custom
ers to return, and to recom

m
end the S

M
TE

 
to other people (tassiopoulos, 2008).

A S
M

TE
s ability to rem

ain in business is a function of 
its com

petitiveness and its ability to w
in custom

ers 
from

 com
petition. C

ook (1992), states that as 
com

petition becom
e m

ore intense, m
any S

M
TE

s 
have realised that they cannot com

pete on price 
alone. It is in these m

arketplaces w
here S

M
TE

s 
have developed a strategy of providing superior 
custom

er 
care 

to 
differentiate 

their 
products 

and services. Tim
e is extrem

ely im
portant in the 

com
petitive w

orld. S
m

all businesses should be 
proactive and take the lead (Van A

ardt,Van A
ardt, 

B
ezuidenhout &

 M
um

ba, 2008). 

The evolution of com
puter and com

m
unications 

technology, particularly the Internet and database 
softw

are, has shifted the balance of pow
er from

 
producers to consum

ers. C
ustom

ers now
 launch 

transactions. C
ustom

ers can find valid inform
ation 

about S
M

TE
 products, including price, availability, 

features, and delivery tim
es on the W

eb. C
ustom

er 
m

anagem
ent processes m

ust help the com
pany 

acquire, sustain, and grow
 long-term

, profitable 
relationships 

w
ith 

targeted 
custom

ers 
(K

aplan, 
2004).

k
aplan 

(2004) 
highlights 

that 
custom

er 
m

anagem
ent consists of four generic processes:

S
elect custom

ers: Identify custom
er segm

ents 
attractive to the enterprise, craft the value 
proposition to appeal to these segm

ents, and 
create a brand im

age that attracts custom
ers in 

these segm
ents to the com

pany’s products and 
services.

A
cquire custom

ers: C
om

m
unicate the m

essage 
to the m

arket, secure prospects, and convert 
prospects to custom

ers.

R
etain custom

ers: E
nsure quality, correct 

problem
s, and transform

 custom
ers into highly 

satisfied “raving fans.”

G
row

 relationships w
ith custom

ers: G
et to 

know
 custom

ers, build relationships w
ith them

, 
and increase the com

pany’s share of targeted 
custom

ers’ purchasing activity.

C
ustom

er m
anagem

ent strategies should include 
execution along all four aforem

entioned processes. 
k

aplan (2004) asserts that m
any organizations pay 

too little attention to retaining custom
ers. They treat 

sales as transactional events, avoid contact w
ith 

their custom
ers after the sale, and fail to m

easure 
w

hether they retain them
 for future business. A key 

strategy in the m
arketing approach (C

ooper &
 H

all, 
2008) is to build relationships across the m

arketing 
netw

orks 
of 

an 
organization. 

C
ooper 

&
 

H
all 

(2008) define relationship m
arketing as creating, 

m
aintaining and enhancing strong relationships 

w
ith 

custom
ers. 

R
elationship 

m
arketing 

differs 
from

 transactional m
arketing because it takes a 

longer-term
 

view
, 

em
phasizes 

the 
relationship 

and not the transaction and focuses on trust, 
partnership and research into the characteristics of 
the custom

ers. C
ooper &

 H
all (2008) highlight that 

the keys to success is the judicious identification 
of custom

er groups and that tourism
 organisations 

m
ust recognize that regular custom

ers are not 

••••
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alw
ays 

profitable, 
instead 

relationship 
building 

w
ill engender true loyalty. In turn this w

ill deliver 
organizational 

grow
th 

and 
profitability 

for 
the 

organization because custom
er acquisition costs 

are 
reduced. 

 
R

elationship 
m

arketing 
can 

be 
view

ed as a fundam
ental business philosophy 

leading to genuine custom
er involvem

ent and co- 
creation. 

The integration of Internet technology and rapid 
im

provem
ent in inform

ation technology facilitated 
the grow

th of C
R

M
; how

ever, C
R

M
 is clearly not 

only about technology, w
hereby enterprises look 

for a softw
are quick fix w

ithout exam
ining a clear 

C
R

M
 strategy. Just as building a house first requires 

an architectural plan, successfully im
plem

enting 
C

R
M

 m
ust be preceded by a sound C

R
M

 strategy. 
k

um
ar and r

einartz (2006) advocate a custom
er-

centric business philosophy, w
hereby the custom

er 
is treated as an asset and the focus is shifted 
aw

ay from
 the product to custom

er as the source 
of w

ealth generation. H
ence, it is im

portant to 
actively deepen the know

ledge about custom
ers 

and use this know
ledge to shape the interactions 

betw
een an enterprise and its custom

ers in order 
to m

axim
ise the lifetim

e value of custom
ers for an 

enterprise. 

B
enefits of C

r
M

O
zgener and Iraz (2002), highlight the S

M
TE

 
benefits of C

R
M

 to include the follow
ing:

G
athering and integrating inform

ation on 
custom

ers.

N
urturing and m

aintaining com
pany’s custom

er 
base.

Increasing custom
er satisfaction.

D
eclining custom

er acquisition costs.

E
nsuring sustainable com

petitive advantage.

M
axim

ising profitability due to increased sales.

Increasing custom
er loyalty as a result of m

ore 
personal and efficient service.

e
nabling m

icro-segm
entation of m

arkets 
according to custom

ers’ needs and w
ants.

C
ollaborating w

ith custom
ers for joint value-

creation.

•••••••••

a
cquiring w

ell-accepted outcom
es of data-

m
ining activities.

S
upporting effective sales effort through better 

m
anagem

ent of the sales process.

Van a
ardt et al (2008), m

aintain that C
r

M
 can be 

beneficial in that it can be a com
petitive advantage. 

Further, it im
proves custom

er care and provides 
m

em
orable experiences for the client. G

erson 
(1996), states that high quality custom

er service 
is as a m

uch m
arketing tool for your business as 

it a m
anagem

ent approach or philosophy. S
ervice 

quality 
im

proves 
your 

m
arketing 

because 
it 

m
otivates custom

ers to tell others about you. The 
least expensive w

ay to acquire  new
 custom

ers 
is through w

ord-of-m
outh referrals. G

ood service 
also im

proves and m
akes m

anagem
ent easier, 

because everybody is com
m

itted to satisfying the 
custom

er.

M
orphitou 

(2008) 
m

aintains 
that 

to 
survive 

in 
today’s 

dynam
ic 

m
arketplaces, 

S
M

TE
s 

clearly 
need to establish strategies that can survive the 
turbulent changes in the m

arket environm
ent. The 

need for C
R

M
 is underlined by the follow

ing three 
observations:

S
om

e custom
ers are m

ore profitable than 
others, w

hile others can cost a S
M

TE
 m

oney

loyal custom
ers are m

ore profitable- new
 

custom
ers cost 5 to 10 tim

es m
ore to acquire

C
ustom

ers expect relationships- S
M

te
s rarely 

provide them

The need for C
R

M
 in sm

all business
The success of a business derives from

 satisfying 
the needs of all stakeholders, nam

ely, custom
ers, 

shareholders, 
em

ployees, 
suppliers 

and 
the 

com
m

unity at large. O
f these, the m

ost pressing 
dem

ands com
e from

 custom
ers. If custom

ers are 
regarded as an im

portant asset for a com
pany, 

C
R

M
 is undoubtedly a necessary tool to attract 

and retain this valuable asset (Zeng, W
en and 

Yen, 2003). The future of C
R

M
 is largely decided 

by three factors:

M
arket. S

ince m
arkets are becom

ing saturated 
and com

m
unication channels delivering 

m
arketing m

essages are m
ore saturated, 

custom
ers are dem

anding to have a different 
relationship w

ith suppliers from
 the traditional 

••••••

sales m
odel. This m

akes C
R

M
 m

ore im
portant 

than ever due to the change of m
arketing 

m
odel from

 traditional product-centered to 
current custom

er-centered.

Technology. The future successful S
M

TE
s 

w
ill be those w

hich focus their m
ain efforts on 

the research of w
hat custom

ers w
ant, how

 to 
better m

eet the custom
ers’ needs, and how

 to 
keep custom

er loyalty and retention. C
R

M
 is 

a business system
 for acquiring and retaining 

custom
ers. A good C

R
M

 system
 of a S

M
TE

 
should be integrated w

ith the appropriate 
technology to provide a differentiated service 
for retaining the custom

ers.

E
conom

y. The cost of losing profitable 
custom

ers to com
petition is very high and is 

unlikely that once lost the custom
er w

ill return. 
This poses a challenge for C

R
M

  and thus 
m

akes C
R

M
 especially im

portant for custom
er 

retention and loyalty. A C
R

M
 system

 is also 
able to provide inform

ation regarding w
ho 

your custom
ers are and w

hat they buy. C
R

M
, 

from
 this perspective, is a typically value-

added activity and it largely helps the S
M

TE
 

to increase the revenue and reduce the sales 
cost (Zeng et al, 2003).

It is im
possible to ignore the striking sim

ilarities 
betw

een 
C

R
M

 
and 

relationship 
m

arketing. 
R

elationship m
arketing is based on the idea that 

the happier a custom
er is w

ith a relationship, then 
the greater the likelihood they w

ill stay w
ith an 

organization. There is also strong evidence that 
custom

er retention and profitability are correlated. 
R

elationship 
m

arketing 
is 

about 
attracting, 

m
aintaining and enhancing custom

er relationships 
(Light, 2003). C

R
M

 is a highly fragm
ented and 

m
eans different things to different people. O

ne 
view

 of C
R

M
 is the utilization of custom

er related 
inform

ation 
or 

know
ledge 

to 
deliver 

relevant 
products or services to custom

ers (B
ull, 2003).

W
hile such definitions are w

idespread, they tend 
to offer a narrow

 insight into the goals or basic 
characteristics of C

R
M

.

The question of how
 to m

anage grow
th is an 

im
portant one for the S

M
TE

 ow
ner, as grow

th of 
an S

M
TE

 is inextricably linked to the phase of 
C

R
M

 developm
ent. Figure 1 illustrates the S

M
TE

 
grow

th phases linked to C
R

M
 developm

ent stages. 
H

ence, it is im
portant to look at the key stages of 

grow
th of an S

M
TE

 and thereby understand the 
appropriate stage of C

R
M

 to be im
plem

ented.

••

A
s an em

erging discipline, C
R

M
 is in great need 

of theoretical assistance. G
uiding theories and 

m
odels are in short supply in the field, probably 

due to the fact that it is a new
 area for research. 

The stages can be determ
ined by the level of IT 

em
ployed and the sophistication/ integration of 

the inform
ation system

 used in the enterprise 
(S

tefanou &
 S

arm
aniotis, 2003). The developm

etal 
stages of C

R
M

 are as follow
s:

The first C
R

M
 developm

ent stage is the 
prelim

inary, non-it assisted stage. e
nterprises 

belonging to this stage have a very lim
ited 

or no use of IT as far as m
anaging custom

er 
relationships are concerned. C

ustom
er surveys 

and m
anual recording system

s are generally 
used. 

The second C
R

M
 developm

ent stage can 
be linked to the grow

th phase of the S
M

TE
. 

it-assisted C
r

M
, predom

inately a m
anual 

process that uses it to enhance the S
M

te
-

custom
er relationship and analyse custom

er-
related data is used. E

nterprises belonging 
to this stage are expected to have som

e 
Internet presence and m

anage effectively and 
efficiently custom

er satisfaction and com
plaint 

behaviour.

The third C
R

M
 developm

ent stage can be 
linked to the take-off leading to the m

aturity 
of an S

M
te

. G
enerally, it-autom

ated C
r

M
, 

w
hich em

phasizes custom
er interaction by 

using a num
ber of technologies, such as the 

Internet and telephone/com
puter integration 

is used. E
nterprises belonging to this stage 

have active W
ebsites, engage in e-com

m
erce 

aim
ed at business processes optim

isation 
and sales force autom

ation. P
rocessing of 

custom
er requests, orders, and m

anagem
ent 

of custom
er accounts are expected to be tim

ely 
and accurate and generally at a high level of 
efficiency.

The fourth C
R

M
 developm

ent stage can be 
linked to the decline phase, enterprise needs 
to m

odify its operations to m
aintain profitability. 

integrated C
r

M
 (i-C

r
M

) is used here, leading 
to custom

er personalisation and high level 
of service and custom

er satisfaction. A
t this 

stage, enterprises em
ploy sophisticated C

R
M

 
inform

ation system
s providing highly integrated 

back-office, front office and internet functions.

••••
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Figure 1: an integrated conceptual m
odel of C

R
M

 

S
ource adapted from

: tassiopoulos (2008), and S
tefanou and S

arm
aniotis (2003)

The proposed C
R

M
 m

odel, as depicted in figure 
1, specifies the basic param

eters of the various 
C

R
M

 developm
ent stages in the context of various 

grow
th stages of S

M
TE

s. C
R

M
 initiatives require 

vision and every em
ployee should understand 

the purpose and changes that C
R

M
 w

ill bring 
at a particular grow

th stage of an S
M

te
. r

e-
engineering a custom

er-centric business m
odel 

requires 
cultural 

change 
and 

the 
participation 

of all em
ployees w

ithin the organisation (C
hen 

&
 P

opovich, 2003). Thus, em
ployees m

ust also 
com

e to term
s w

ith changing business processes 
and culture in order to serve custom

ers better.

W
iner (2001) asserts that C

R
M

 is the new
 “m

antra” 
of m

arketing. The traditional focus of m
arketing 

w
as the acquisition of new

 custom
ers; how

ever, 
this has shifted to custom

er retention (Light, 2003). 
R

elationship 
m

arketing 
em

phasizes 
building 

relationships that lead to custom
er retention and 

long- term
 custom

er loyalty, in juxtaposition to 
traditional transactional m

arketing, in w
hich m

aking 

a one-tim
e, im

m
ediate sale to the custom

er is the 
prim

ary goal (Fjerm
estad and R

om
ano Jr., 2003). 

Further, it has been show
n that a sm

all increase 
in retention (5 percent) can yield a 95 percent 
increase on the net present value delivered by 
custom

ers. R
elationship m

arketing is in contrast to 
4P

s m
arketing: product, price, place and prom

otion 
that em

phasize attracting businesses, but less so 
retaining businesses (B

uttle, 1996; G
um

m
esson, 

1999) as in lindgreen (2004). 4P
s m

arketing is 
also know

n as traditional m
arketing or transaction 

m
arketing.

P
roblem

s and challenges of C
R

M
zem

ke &
 W

oods (1998), assert that the purpose 
of the S

M
TE

 is to create a m
utually beneficial 

relationship betw
een itself and those that it serves. 

W
hile the ow

ner has to be concerned w
ith profit, 

a strong focus on profits w
ill not guide one as to 

w
hat is needed to generate profit, how

ever, figuring 

out how
 to best serve custom

ers is required. The 
fact is that being m

ore concerned w
ith profit than 

custom
er needs is at the heart of poor m

anagem
ent 

and the cause of m
any problem

s for organisations. 
The rise of consum

erism
 and law

s that protect 
consum

ers dem
onstrates, P

eter D
rucker (1993), 

as in zem
ke &

 W
oods (1998) has observed, “that 

not m
uch m

arketing (effectively serving custom
ers) 

has been practiced.” D
rucker also rem

inds us that 
profit is not a goal but “a m

easurem
ent of how

 w
ell 

the business discharges its functions in serving 
m

arket and custom
er”. This clearly dem

onstrates 
that profit and custom

er service are intim
ately 

related. The organisation’s profit is a m
easure of 

the value and quality of the service it delivers to 
custom

ers.

The prom
ise of custom

er relationship m
anagem

ent 
is captivating, but there is sufficient evidence to 
support the notion that in practice it can be perilous. 
C

R
M

 allow
s com

panies to gather custom
er data 

sw
iftly, identify the m

ost valuable custom
ers over 

tim
e, and increase custom

er loyalty by providing 
custom

ized products and services. It also reduces 
the costs of serving these custom

ers and m
akes 

it easier to acquire sim
ilar custom

ers and m
akes 

it easier to acquire sim
ilar custom

ers dow
n the 

road. 

A popular question that arises in C
R

M
 literature 

is: W
hy do C

R
M

 initiatives fail so often? R
esearch 

conducted by R
igby et al, (2002) suggest that 

the 
one 

reason 
C

R
M

 
backfires 

is 
that 

m
ost 

executives sim
ply do not understand w

hat they are 
im

plem
enting, let alone how

 m
uch it costs or how

 
long it w

ill take. Further, their research indicates 
that m

any executives stum
ble into one or m

ore 
pitfalls w

hile trying to im
plem

ent C
R

M
. R

igby et al, 
(2002), highlight four pitfalls to be avoided:

Im
plem

enting C
R

M
 before creating a custom

er 
strategy. E

ffective C
R

M
 is based on good 

old-fashioned segm
entation analysis. it 

is designed to achieve specific m
arketing 

goals. To im
plem

ent C
R

M
 w

ithout conducting 
segm

entation analyses and determ
ining 

m
arketing goals w

ould be like trying to build a 
house w

ithout an architectural plan.

R
olling out C

R
M

 before changing the 
organization m

atch. A C
R

M
 rollout w

ill succeed 
only after the organization and its processes- 
job descriptions, perform

ance m
easures, 

com
pensation system

s, training program
s etc 

1.2.

have been restructured in order to better m
eet 

custom
ers’ needs.

A
ssum

ing that m
ore C

R
M

 technology is better. 
C

ustom
er relationships can be m

anaged in 
m

any w
ays, eg, m

otivating em
ployees to be 

m
ore aw

are of custom
er needs. M

erely relying 
on a technological solution, or assum

ing that a 
high-tech solution is better than a low

-tech one, 
is a costly pitfall.

S
talking, not w

ooing custom
ers. R

elationships 
are tw

o-w
ay streets. Failure to build 

relationships w
ith custom

ers w
ho value them

, 
one is bound to lose these custom

ers to a 
com

petitor. 

The philosophical bases of C
R

M
 are relationship 

m
arketing, custom

er profitability, lifetim
e value, 

retention 
and 

satisfaction 
created 

through 
business 

process 
m

anagem
ent. A

nton 
(1996), 

C
ouldw

ell 
(1998) 

and 
G

oldberg 
(2000), 

as 
in 

(C
hen &

 P
opovich, 2003), characterizes C

R
M

 as 
an integrated approach to m

anaging custom
er 

relationships w
ith re-engineering of custom

er value 
through better service recovery and com

petitive 
positioning of the offer and further depicts C

R
M

 as 
a com

bination of business process and technology 
that seeks to understand an S

M
TE

 custom
er from

 
the perspective of w

ho they are, w
hat they do, 

and w
hat they like. In fact, S

M
TE

s have been 
repeatedly w

arned that failure is em
inent if they 

believe that C
R

M
 is only a technology solution. A 

C
R

M
 strategy can help create new

 custom
ers and 

m
ore im

portantly, develop and m
aintain existing 

custom
ers.

M
orphitou 

(2008) 
asserts 

that 
C

r
M

 
initiatives 

require vision and each and every em
ployee m

ust 
understand the purpose and changes that C

R
M

 w
ill 

bring. r
e-engineering a custom

er-centric business 
m

odel requires cultural change and the participation 
of all em

ployees w
ithin the organization. S

om
e 

em
ployees m

ay choose to leave and others w
ill 

have positions elim
inated in the new

 business 
m

odel. 
S

uccessful 
im

plem
entation 

of 
C

R
M

 
m

eans that som
e jobs w

ill significantly change. 
M

anagem
ent m

ust show
 its com

m
itm

ent to an 
ongoing 

com
pany-w

ide 
education 

and 
training 

program
m

e. 

G
aps in the literature review

- the results of the study w
ill have to be considered 

in the context of the S
outh A

frican and the E
astern 

3.4.
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C
ape S

M
TE

 sector w
here various dim

ensions 
have an im

pact. S
om

e of these dim
ensions can 

be defined as the geographical location, size and 
com

position of S
M

TE
s, local and national policy 

affecting S
M

TE
s, and the availability and access 

to support services and resources.

-Very lim
ited studies on C

r
M

 in S
M

te
s has been 

conducted in general, particularly in the  E
astern 

C
ape of S

outh A
frica.

R
esearch m

ethodology
R

esearch 
m

ethodology 
according 

to 
M

ichael 
(2008) refers to the procedural fram

ew
ork w

ithin 
w

hich the research is conducted, w
ith the topic of 

research question being the prim
ary factors w

hen 
choosing 

the 
suitable 

research 
m

ethodology. 
G

iven the focus of the existing diversity of C
R

M
 

literature on enterprises in general and the sparse 
inform

ation available on the topic in the E
astern 

C
ape, the secondary research w

ill initially use 
the m

ainstream
 literature to develop an initial 

conceptualisation m
odel. Thereafter, a triangulation 

approach com
bining qualitative and quantitative 

research w
ill be used to further develop, redefine 

and validate the initial theoretical m
odel. The 

philosophy of triangulation is that the w
eakness 

of one research m
ethod w

ill be com
pensated 

by the counterbalancing strengths of the other. 
Further, there is strong support w

ithin the research 
com

m
unity that research, both qualitative and 

quantitative, is best thought of as com
plem

entary 
and should therefore be m

ixed in research of m
any 

kinds (M
ichael, 2008).

C
onclusions

The need to better understand custom
er behaviour 

and focus on those custom
ers w

ho can deliver long-
term

 profits has changed how
 m

arketers view
 the 

w
orld. W

iner (2001), states that the ultim
ate goal is 

to transform
 relationships into greater profitability 

by increasing repeat purchase rates and reducing 
custom

er acquisition costs. The overall goal of 
relationship program

s is to deliver a higher level of 
custom

er satisfaction than com
peting firm

s deliver. 
R

esearch has show
n that there is a strong, positive 

relationship betw
een custom

er satisfaction and 
profits. B

ecause custom
ers have m

ore choices 
today 

and 
the 

targeted 
custom

ers 
are 

m
ost 

valuable to the organization, custom
er service 

m
ust receive a high priority. There is a clear lack 

of research on custom
er relationship m

anagem
ent 

am
ong S

M
TE

s in the E
astern C

ape, and this paper 
serves to set a new

 focus on custom
er services, 

as it is evident that S
M

TE
s in the E

astern C
ape. 

C
ustom

er-centric 
know

ledge 
m

anagem
ent 

requires a positive attitude and a desire to extract 
value for the organization by m

anaging custom
er 

relationships over tim
e (S

tefanou and S
arm

aniotis, 
2003). The organization, in order to really m

anage 
custom

er relationships, has to prim
arily develop a 

culture, m
otivating em

ployees at all levels tow
ards 

learning and facilitating them
 in capturing, selecting, 

using, and sharing know
ledge by providing the 

m
eans and the technology required to do so.
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A
bstract 

A
fter a chronological outline, I introduce som

e 
m

ajor concepts associated w
ith pilgrim

ages based 
on the points of view

 of a num
ber of authors. I argue 

there are tw
o m

ajor groups, one characterised 
by spirituality and the other by academ

icism
: the 

studies and analyses on the spiritual fundam
entals 

of pilgrim
age are usually w

ritten by clergym
en and 

regard pilgrim
ages as an encounter betw

een m
an 

and G
od; lay scholars generally regard pilgrim

ages 
as 

social 
sciences 

phenom
ena, 

basing 
their 

analyses on em
pirical data and according to the 

individuals w
ho take part in them

.

Further in m
y analysis, I attem

pt to establish the 
difference 

betw
een 

pilgrim
ages 

and 
tourism

, 
pointing out the fact that both church and lay 
scholars often m

ake use of tourism
 and pilgrim

age 
definitions: the form

er to distinguish the different 
phenom

ena; the latter in order to com
bine them

.

A
fter contrasting pilgrim

age and tourism
, I define the 

concept of religious tourism
 as found in the w

orks 
of church and lay scholars. For church scholars, 
there are specific logistical aspects in pilgrim

ages 
connected w

ith tourism
, w

hich are secondary to 
the m

ain goal (the above m
entioned encounter 

betw
een m

an and G
od). Lay scholars stress the 

opposite, that is to say, the religious aspects that 
characterise tourist phenom

ena (pilgrim
s are seen 

as a tourist m
arket segm

ent).

The different scholarly approaches becom
e m

ore 
evident 

w
hen 

w
e 

consider 
the 

focus 
of 

their 
studies. S

cholars describe religious tourism
 on the 

basis of: the training of the authors; the evolution 
of the term

 (from
 pilgrim

age to tourism
); the grow

th 
of individual faith; the sem

antics of the term
; 

the prim
ary m

otivation of pilgrim
s, tourists and 

religious tourists; the im
age differentiation (tourist 

versus 
pilgrim

); 
religious 

resources 
as 

tourist 
products; territorial and socio-econom

ic im
pacts; 

m
anagem

ent and prom
otion.

K
ey W

ords: C
atholicism

, P
ilgrim

ages, Tourism
, 

R
eligious Tourism

. 

vitor.am
brosio@

eshte.pt

N
ote – This paper is based on a chapter from

 the 
author’s P

hD
 (A

m
brósio, 2006) and on chapter 6 in 

“R
eligious Tourism

 and P
ilgrim

age M
anagem

ent – 
A

n International P
erspective”, (A

m
brósio, 2007).

Introduction 
A

ccording 
to 

the 
inform

ation 
on 

C
ooperation 

S
hrines of E

urope (s. d.), long before efforts w
ere 

m
ade to unite E

urope econom
ically and politically, 

and long before the flocks of tourists m
ade their 

first appearance, m
en have crossed borders in 

order to reach the large places of pilgrim
age. 

For 
centuries, 

pilgrim
ages 

have 
been 

m
ade 

by w
orshippers, and those w

ere, in great part, 
responsible for the foundation of num

erous lodging 
structures along the chosen roads, for the w

orks of 
art in places of w

orship, and for the developm
ent 

of areas w
here the shrines w

ere built.

A
ctually, 

for 
m

any 
Tourism

 
industry 

agents, 
R

eligious 
Tourism

 
is 

a 
new

 
designation 

for 
pilgrim

ages, as those are understood in term
s of 

econom
ic flow

s, just like S
ea and S

un Tourism
, 

or S
pa and B

usiness Tourism
. Just like these, 

R
eligious Tourism

 also sets off a com
plex system

 
of intense territorial, social, local and regional 
econom

ic transform
ations.

C
atholic P

ilgrim
age - S

piritual 
Fundam

entals 
The pilgrim

age concept based on spirituality is 
essentially defined as an encounter betw

een M
an 

and G
od. M

attoso (2000) w
rites that, through 

pilgrim
age M

an has been trying to contact the 
occult forces that enrich his existence. P

ilgrim
age 

exists in all or in m
ost civilizations, being alm

ost 
alw

ays integrated w
ithin religious practices and 

it is directed to concrete points, w
ith m

arked 
itineraries, rituals and preferential dates. 
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The P
apal C

ouncil for the P
astoral of the M

igrants 
and 

Itinerants 
(1999) 

reinforces 
this 

idea, 
underlining that evangelization is the m

ain reason 
for the C

hurch to propose and to encourage 
pilgrim

age, and to sanction it as a deep and m
atured 

experience of faith. For exam
ple, throughout the 

centuries, C
hristians have w

alked tow
ards the 

places that resonate to ‘the m
em

ory of G
od’, or 

to those that represent im
portant m

om
ents in the 

history of the C
hurch.

Lived as a celebration of their faith, pilgrim
age is 

for C
hristians a cultural event to be accom

plished 
w

ith fidelity to tradition, w
ith deep religious feeling 

and as a perform
ance of their paschal existence. 

Its dynam
ics reveals clearly distinct stages that 

are reached by pilgrim
s: the departure sym

bolizes 
a decision to ‘m

ove forw
ard’ on a ‘path’, in order 

to reach the spiritual goals of their baptism
al 

vocation; the ‘path’ leading them
 to solidarity w

ith 
others and preparing them

 for the encounter w
ith 

G
od. The visit to the shrine invites them

 to listen 
to the ‘w

ord of G
od’ and sacram

ental celebration, 
and the return rem

inds them
 of their m

ission in the 
w

orld as ‘w
itnesses of the salvation’ and builders 

of peace. 

P
ilgrim

age drives C
hristians tow

ards a spiritual 
encounter and a renew

al of their baptism
al pledge. 

A
t the shrine, w

hen they confess their sins, their 
conscience is challenged, they are forgiven and 
they forgive, and they becom

e new
 creatures 

through the sacram
ent of the reconciliation, feeling 

the ‘divine grace’ and the ‘divine m
ercy’. A

ccording 
to this enunciation, C

hélini and B
ranthom

m
e (1982) 

observe that, although the C
hurch has not created 

the pilgrim
age, it is nevertheless authenticated by 

the religious institution and organizes it in order to 
afford the pilgrim

s a larger spiritual elevation. 

In reality, the theology of a pilgrim
age centre is 

based on three pillars, or three dim
ensions of tim

e: 
m

em
ory, presence and prophecy of G

od w
ith m

en. 
G

uerra (1989) suggests that in relation to the only 
and definitive past of the redem

ption event, the 
shrine offers itself as the m

em
ory of the origin of 

G
od; related to the present, it is delineated as a 

sign of the divinity, place of the alliance, w
here the 

C
hristian com

m
unity regenerates and expresses 

itself; as far as future is concerned, it becom
es the 

prophecy of the tom
orrow

 in G
od.

The 
shrine 

is 
not 

sim
ply 

the 
‘fruit’ 

of 
hum

an 
construction, 

steeped 
in 

cosm
ological 

or 
anthropological sym

bolism
, but it testifies, above 

all, to the initiative of G
od in com

m
unicating to 

M
an, w

ith the goal of establishing w
ith him

 the 
pact of salvation. In short, pilgrim

s go to shrines to 
invoke and to w

elcom
e the H

oly S
pirit, transferring 

it, later on, in term
s of everyday actions. This 

includes the celebration of the sacram
ents at the 

shrine, expressions of prayer and the im
portance 

of the E
ucharist as ‘the centre of the life’ in a 

sacred place. 

C
atholic P

ilgrim
age - a

cadem
ic 

P
erceptions 

A
cadem

ics regard pilgrim
ages as a social science 

phenom
enon. 

They 
base 

their 
analyses 

on 
em

pirical data related to individuals w
ho take part 

in them
. The research insights of Vukoni’c (1996) 

observe that, since the tim
e of the old m

ythologies 
and the em

ergence of religions, a believer’s faith 
has 

been 
reinforced 

through 
visits 

to 
sacred 

places that w
ill relieve them

 of their problem
s, 

either spiritual or m
aterialistic. In this process, 

depending on the degree of the pilgrim
’s faith, 

they are prepared to begin shorter or longer trips 
and to satisfy their religious needs (w

hich m
ay 

accom
plish an obligatory act of their religion).

In 
this 

sense, 
M

attoso 
(2000) 

considers 
that 

pilgrim
age is incom

patible w
ith scientific rationality 

because pilgrim
age encourages a dislocation in 

space and in tim
e, w

ith the obligation to follow
 the 

ritual of celebration w
ithin a group. Furtherm

ore, it 
is view

ed as m
ore than ‘a sim

ple trip’: it is a state 
of m

ind that is the result of a set of conditions that 
are determ

ined by different societies. A
ccording to 

M
attoso, the visit to privileged places of pilgrim

age 
reinforces the rituals and the conditions created 
by the nature and the distance from

 everyday and 
‘artificial’ life. 

For Voyé (1996), pilgrim
ages possess – besides 

the capacity to reconcile body and spirit – the 
capacity to im

plem
ent national, regional and local 

identities, particularly in a w
orld that ‘suffers’ from

 
globalization. In term

s of division into categories, 
pilgrim

ages for C
hélini and B

ranthom
m

e (1982) 
are classified according to the m

otivations that 
determ

ine 
the 

departure: 
pilgrim

s’ 
sense 

of 
devotion, spiritual im

provem
ent and, in its ‘purest 

form
’, the perfection of the soul and the search 

for eternal salvation. The penitential pilgrim
age, 

frequently im
posed in m

edieval tim
es by either 

the 
priest, 

the 
ecclesiastical 

court 
or 

the 
lay 

judge, constitutes a m
ore or less severe form

 of 
punishm

ent for serious m
istakes/crim

es. 

The request pilgrim
age brings to the shrines, 

am
ong others, the sick and infirm

. R
ussell (1999) 

adds 
to 

this 
categorization 

that 
pilgrim

age 
is 

a religious com
m

andm
ent: to attend a ‘prayer 

encounter’ w
ith a religious leader, to testify or to 

participate in a religious cerem
ony or to go to a 

place w
here it is speculated that, in the future, 

m
iracles w

ill take place. 

In a m
ore pragm

atic perspective, A
m

brósio (2000) 
observes that pilgrim

age is not linked to a certain 
m

ark of civilization or to a certain form
 of thinking, 

or even to a socio-econom
ic status. it contended 

that it is an act latent in each hum
an being and 

com
prises tw

o aspects: a spiritual order and a 
practical order (of travel to a shrine, increasingly 
view

ed as religious tourism
). 

K
aszow

ski (2000) suggests that pilgrim
age has 

com
plex and interdisciplinary charactereristics in its 

essence, in that it is a religious act and that its study 
belongs to the research field of theology and other 
disciplines that deal w

ith religion. Furtherm
ore, as 

hum
an activity it should be observed under social, 

historical, 
geographical, 

psychological, 
cultural, 

econom
ical and legal perspectives, w

ith its spatial 
and tem

poral concentrations. H
e em

phasizes the 
m

atrix of interdisciplinary elem
ents of pilgrim

age in 
w

hich culturally m
odified natural and geographical 

landscapes 
are 

transform
ed 

into 
sacred 

landscapes, altering, in this process, behaviours, 
habits and the m

entality of local com
m

unities 
driven by regional differentiation. The m

obility and 
m

igration of large groups of pilgrim
s has stim

ulated 
the developm

ent of destinations supported by 
technical infrastructures and services and legal 
regulation. 

A
nother 

aspect 
of 

the 
study 

of 
pilgrim

age 
is 

to understand the point of view
 of the pilgrim

. 
a

ccording to B
ranthom

m
e (1982), the pilgrim

 has 
to create the perception of w

alking a physical and 
m

oral path, i.e. not the one of everyday life; that 
this path, separated from

 everyday life w
ill create 

unexpected risks and sacrifices, w
ith the possibility 

of a vision beyond the routine of everyday life, a 
lucidity inspired by the sacred place of visitation, 
w

hich provides a spiritual w
ealth. 

O
strow

ski (2000) suggests that pilgrim
age and the 

fulfilm
ent of religious acts require pauses, because 

these experiences are very intense. The suggestion 
is that the ‘overcharging’ of pilgrim

age can result 

in the opposite of w
hat is intended: the drive for 

psychic 
and 

spiritual 
‘hygiene’ 

is 
necessarily 

entw
ined w

ith the drives of the m
undane, of hum

an 
curiosity, of seeing new

 places, of m
eeting new

 
people and even of the search for entertainm

ent. 

In his novel, Lodge (1997) suggests that it is 
possible to look at a pilgrim

 according to three 
phases of personal developm

ent, initially proposed 
by K

ierkegaard: the aesthetic, the ethical and 
the religious. The aesthetic phase is typified by 
interest in the am

usem
ent and in the fruition of the 

picturesque and cultural pleasures that he/she can 
achieve along the ‘path’. The ethical phase that 
confronts the pilgrim

 is, above all, a test of their 
psychic force and self-discipline, of the possibility 
of succum

bing to tem
ptation, and incorporates a 

very com
petitive attitude tow

ards other pilgrim
s. 

The ‘true’ or ‘religious’ pilgrim
 is view

ed as acting 
‘naturally’ as a pilgrim

, know
ing instinctively how

 
to engage in pilgrim

age (it is w
orth noting that this 

categorization is not w
ithout its contradictions in 

that, in the K
ierkegaardian sense, C

hristianity w
as 

‘absurd’ because, if it w
ere entirely rational, there 

w
ould not be any m

erit in being a believer). 

Finally, pilgrim
age can also be view

ed as a form
 

of social grouping. H
itrec (1991) observes that 

this phenom
enon is essentially a collective act 

during 
w

hich, 
from

 
a 

sociological 
perspective, 

pilgrim
s subscribe to the idea of unification inside 

the sam
e religion. R

einforcing this idea, B
oisvert 

(1997) affirm
s that there is also a shared social 

experience during pilgrim
age in w

hich pilgrim
s 

are able collectively, through a tradition of ‘shared 
com

m
unity’, to enter a m

ythical realm
 outw

ith the 
tem

poral and spatial context of the pilgrim
age. 

P
ilgrim

age versus Tourism
 

B
oth church and lay scholars often m

ake use of 
tourism

 and pilgrim
age definitions: the form

er to 
distinguish the different phenom

ena, the latter in 
order to com

bine them
. D

uring the 1970s, w
ith 

the 
increasing 

developm
ent 

of 
tourist 

activity, 
som

e church scholars felt that it w
as necessary to 

establish differences betw
een these tw

o form
s of 

travelling. 

For G
endron (1972), the tourist tries to ‘find him

/
herself ’ w

hen he/she becom
es free from

 the 
pressures that everyday life im

poses, w
hile the 

pilgrim
 departs to be close to G

od. In this division, 
the author considers that the religious tourist – as 
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any other tourist – travels to free him
/herself from

 
everyday life; although their ‘convergence centre’ 
is the divine place. In other w

ords, the pilgrim
 is 

attracted by the shrine, by the proxim
ity w

ith the 
divine, but does not go exclusively to w

orship G
od. 

In this sense, R
oussel (1972) verifies that a visit 

considered as a pilgrim
age should be done w

ith 
a devotional intention, it not being enough to be 
a sim

ple curiosity stop or a tourist trip to a sacred 
place: it requires som

e form
 of adoration. 

In opposition to this view
 is the one that there are no 

m
ajor differences betw

een pilgrim
age and tourism

. 
C

ohen (1974) sustains the theory that tourism
 is a 

kind of m
odern pilgrim

age, although the reasons 
for 

undertaking 
the 

trip 
are 

m
ore 

substantial 
than sim

ply pure recreation and entertainm
ent. 

A
ccording to the author, tourists m

ove tow
ards a 

destination that is a type of sym
bol of their desires 

and needs, just like a pilgrim
 does w

hen he goes 
to a shrine looking for the satisfaction of his/her 
religious and spiritual aspirations. 

In this sense, M
acC

annell (1976) defines tourism
 

as a ‘ritual of the m
odern society’, considering the 

tourist a pilgrim
 w

ho has to see the places w
here 

extraordinary pow
ers are em

bodied (for exam
ple, 

in E
urope he/she has to go to P

aris, and in this city 
it is obligatory to visit N

otre-d
am

e, the e
iffel tow

er 
and the Louvre). 

turner and turner (1978) also conclude that a 
tourist can be considered a sem

i-pilgrim
 if the pilgrim

 
is considered a sem

i-tourist, adding that, w
hen a 

person m
ixes them

selves in an anonym
ous crow

d 
of a beach, or in an agglom

eration of believers, 
he/she is looking for a sym

bolic form
 of com

pany, 
w

hich ‘rem
oves’ them

 from
 their daily life. 

in 
1981, 

C
ohen 

reform
ulated 

his 
opinion, 

observing that although pilgrim
age and tourism

 
have sim

ilarities, they are different phenom
enon: 

the elem
ents in com

m
on consist of the tem

porary 
change of residence, in the departure to a chosen 
destination and in the search for other ideals. 
H

ow
ever, they differ in their characteristics, in the 

activities perform
ed during the trip and/or during 

the stay. 

in the ecclesiastical field, G
uerra (1988) analyses 

visitors by considering the evangelistic function of 
the shrine, granting the m

ost honourable term
 of 

pilgrim
 to those w

ho know
 sufficiently the nature of 

the sacred place and obtain the inherent spiritual 
advantage 

from
 

their 
trip. A 

second 
category 

is constituted by those w
ho go to a pilgrim

age 

centre, exclusive or m
ainly to engage in religious 

pilgrim
age. The third and final category of visitors 

is the one constituted by tourists in w
hich G

uerra 
(1989) 

distinguishes 
pilgrim

age 
from

 
‘vulgar’ 

tourism
, arguing that the elem

ent that separates 
them

 is faith. 

In the last decade of the 20th century, although 
som

e authors continued to insist on the dem
arcation 

betw
een pilgrim

age and tourism
, m

any scholars 
(either ecclesiastic or lay) attem

pted to establish 
connections 

betw
een 

the 
tw

o 
phenom

ena. 
B

auer (1993) persists in the conviction that the 
im

age of tourism
 is linked to banality, frivolity 

and consum
ption, and conversely he considers 

pilgrim
age 

to 
be 

associated 
w

ith 
seriousness 

and com
m

itm
ent. This author reinforces his point 

of view
 defending that pilgrim

age is not a tourist 
trip, but a spiritual retreat that dem

ands ‘sacrifice’ 
and religious m

otivation, and perhaps view
ed as a 

transcendental experience. 

B
auer (1993) concurs w

ith others authors w
ho retain 

the term
 pilgrim

age, (excluding the term
 religious 

tourism
) because tourism

 and pilgrim
age are tw

o 
opposite conceptions of the w

orld. C
onsistent w

ith 
this view

, Vukoni’c (1996) articulated the position 
of the C

hurch during the International C
hristian 

C
onference of a

sia (M
anila, 1981), w

here it w
as 

confirm
ed that m

odern tourism
 is not pilgrim

age, 
because pilgrim

s ‘step the sacred soil sm
oothly’ 

w
ith hum

ility and patience, w
hile tourists ‘tram

ple 
these places, photographing them

, travelling w
ith 

arrogance and in a hurry’. 

A 
transitional 

approach 
articulated 

by 
H

itrec 
(1991) is that the characteristics of som

e hum
an 

m
igration are rooted in religious m

otivations; this 
approach tries to connect and even integrate them

 
into the definitions of tourism

. H
aving in m

ind the 
spiritual fram

ing and the religious conceptions of 
tourism

, H
itrec (1991) paraphrases M

acC
annell 

(1976), advocating that w
hile sacred places and 

objects are losing their sacredness, this can be 
offset by tourist trips that provide an opportunity 
to look for the authentic reality and the m

eaning of 
hum

an existence. 

In this sense, theologians declare that tourism
 is 

a w
ay of connecting w

ith the w
orld of the ‘divine 

creation’, and that leisure tim
e can be used for 

the spiritual enrichm
ent and even for a m

oral 
rebirth. Furtherm

ore, pilgrim
s w

ill be interested 
in the natural and built environm

ents (enjoying 
them

 as tourists). S
m

ith (1992) still observes that 

tourism
 and pilgrim

age have both been defined 
as activities rooted in three operative elem

ents 
(incom

e, 
free 

tim
e 

and 
social 

perm
ission 

to 
travel); the social sanctions, or w

hat society thinks 
is correct behaviour, as w

ell as the prevalent 
philosophy 

based 
on 

socio-econom
ics 

and 
policies also influence the conditions of free tim

e 
and vacations. 

In term
s of shrines as the locus for ‘believers’ and 

religious tourists, Vukoni’c (1996) concurs w
ith 

C
ohen (1992) that these ‘centres’ are typically ‘out 

there’ – in other w
ords, eccentric to population 

agglom
erations and to m

undane socio-political 
axes and, consequently, they tend to be peripheral 
and rem

ote. In this context, the concentricity of 
pilgrim

age ‘centres’ m
eans that pilgrim

s travel 
tow

ards the sociocultural nucleus of their society, 
w

hile tourists travel from
 it to the periphery. 

W
hen the pilgrim

age centre is eccentric (located in 
the sociocultural and geographical periphery of the 
pilgrim

’s society). the pilgrim
age w

ill be characterized 
by touristic aspects: the longer the distance of the 
shrine from

 population agglom
eration, the stronger 

w
ill be the tourist com

ponents of the trip. In this 
sense, B

oisvert (1997) posits that pilgrim
s and 

tourists create a distance in relation to their places 
of residence, an estrangem

ent that allow
s them

 
to reflect on their ow

n existence. N
evertheless, 

w
hat characterizes pilgrim

s is their capacity to 
interpret their experiences as a form

 of personal 
transform

ation. 

The burgeoning tourism
 literature has attem

pted 
to focus on the m

anagem
ent and adm

inistration of 
pilgrim

age sites as distinct from
 spiritual analysis, 

opting 
for 

a 
m

ore 
pragm

atic 
perspective. 

For 
exam

ple, 
M

urray 
and 

G
raham

’s 
(1997) 

article 
on S

antiago de C
om

postela, in G
alacia, S

pain, 
verifies that pilgrim

age to the S
panish city – the 

C
am

ino de S
antiago – relies on a com

plex dialectic 
of 

apparent 
contradictions 

and 
tensions 

w
ith 

visits from
 different m

arket segm
ents (pilgrim

s, 
tourists, m

otorized travellers and w
alkers). They 

highlight the conflicts that appear because of the 
varying types of tourist activity w

ithin a sacred 
pilgrim

age 
destination. 

In 
spite 

of 
differences, 

the authors agree w
ith N

olan and N
olan (1992) 

w
hen they observe that tourism

 and pilgrim
age 

are not incom
patible activities; consequently, the 

changes introduced in the m
eanings should not 

be connoted as negative, because it w
as tourism

 
that reinvented the S

antiago Trail, augm
enting an 

ancient pilgrim
age path w

ith tourist resource w
ithin 

contem
porary society. 

A
lthough 

som
e 

authors 
continue 

to 
highlight 

a 
division 

betw
een 

pilgrim
age 

and 
tourism

, 
the concern of m

ost specialists is to establish 
an 

interm
ediate 

category 
betw

een 
the 

tw
o 

phenom
ena. 

In relation to the first group, one m
ay observe that 

the authors w
ho choose the division are, above 

all, the ones w
ithout connection to the tourism

 
phenom

enon, as in the case of M
attoso (2000): 

he persists in his view
 of the journey/pilgrim

age 
as being distinct from

 tourism
, an act of travel 

undertaken 
in 

a 
superficial 

w
ay. 

C
onversely, 

authors such as Liszew
ski (2000), w

hen com
paring 

pilgrim
age w

ith religious tourism
, integrate the 

first phenom
enon into the second one, although 

defending the m
aintenance of the traditional term

 
(pilgrim

age), 
since 

this 
has 

existed 
for 

m
any 

centuries. 

S
um

m
ary

The desire to peregrinate often surpasses the w
ill 

of one’s consciousness, that is, it is triggered by 
som

ething, w
hich is beyond the rational, w

hich 
m

ay be one’s faith, attraction to the w
onders or 

even 
superstition 

(R
oussel, 

1972). 
For 

those 
searching for G

od, the goal of going to a place 
w

here H
e revealed H

im
self is a natural thing. It is a 

deep instinct and leads the hum
an being far aw

ay, 
as he is unable to find G

od next to him
 (M

alherbe, 
1992).

In fact, going to a place w
here the divine revealed 

itself show
s a need for protection against daily 

vicissitudes. That need is expressed by personal 
w

orship, 
either 

in 
an 

isolated 
w

ay, 
or 

m
ore 

frequently, as part of a group.

In any case – a pilgrim
age – is alw

ays com
prised 

of tw
o perspectives: one of a spiritual order and 

another of a m
aterial one, its interrelationship 

being designated as R
eligious Tourism

 (A
m

brósio, 
2000). The first one is the m

otivation to travel, the 
second covers, am

ong others, the journey and the 
stay at the sanctuary-tow

n.
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A
bstract

S
ervice sector has been in focus of academ

ic 
com

m
unity 

for 
several 

decades 
because 

of 
its 

exponential 
grow

th 
and 

im
pact 

on 
global 

econom
y. Thus, this paper presents theoretical 

propositions 
for 

service 
quality 

and 
custom

er 
satisfaction. 

Form
er 

research 
results 

and 
theoretical constructs, referring to definition and 
dim

ensions of service quality construct as w
ell as 

the definition of that fundam
ental determ

inant of 
custom

er satisfaction construct, are system
atically 

presented. A
lso, a cause-and-effect relationship 

betw
een service quality and custom

er satisfaction 
and their influence on consum

ers’ purchase habits 
have 

long 
been 

analysed 
throughout 

form
er 

research. A system
atic review

 of form
er research 

m
ay be significant for service providers in order 

to com
pare, im

prove and adjust their business to 
custom

ers’ needs. 

K
ey w

ords: service quality, custom
er satisfaction, 

disconfirm
ation paradigm

E
-m

ail: m
pepur@

efst.hr

E
-m

ail: zm
ihanov@
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E
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IN
TR

O
D

U
C

TIO
N

The first discussion about service quality appeared 
in the late 1970s, in S

asser, O
lsen and W

yckoffs’  
paper on m

anagem
ent of service operations. This 

paper m
arked the beginning of the period of debate 

about service quality. H
ence, in the early 80s, 

m
ore and m

ore authors like Lehtinen and Lehtinen 

(1982), G
ronroos (1982, 1984), lew

is and B
oom

s 
(1983) becam

e interested in the topic. 

D
espite 

the 
im

portance 
that 

service 
quality 

represents in com
pany’s strategic planning, its 

clear 
definition 

has 
not 

yet 
been 

determ
ined. 

D
ifferent 

authors 
give 

different 
definitions, 

so 
Lovelock  says that the w

ord quality has different 
m

eanings to people depending on the situation. 
G

ronroos 
 

in 
1982 

defined 
perceived 

service 
quality as a general judgem

ent or attitude tow
ards 

service resulting from
 the com

parison betw
een 

expectations and consum
ers’ perceptions of current 

service perform
ances. lew

is and B
oom

s  in 1983 
offer sim

ilar definition according to w
hich service 

quality presents a m
easure of how

 w
ell the service 

provided m
atches consum

er’s expectations. 

S
E

R
V

IC
E

 Q
U

A
LITY

d
efinition of service quality 

P
arasuram

an, B
erry and Zeitham

l  present a fact 
that service quality field has yet to be thoroughly 
studied 

and 
defined. 

their 
paper 

from
 

1985, 
together w

ith the one from
 1988, caused the 

beginning 
of 

significant 
interest 

in 
this 

area. 
a

uthors com
pleted a review

 of earlier service-
related studies and suggested three facts that later 
m

arked their w
ork, in turn:

S
ervice quality is m

ore difficult to assess than 
product quality 

P
erception of service quality results from

 the 
com

parison of consum
ers’ expectations w

ith 
the perform

ances of actual service 

••
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Q
uality assessm

ent is not applied only in the 
end result of the service, but it also includes 
the evaluation of service distribution process.

In 
accordance 

w
ith 

this, 
P

arasuram
an, 

B
erry 

and Zeitham
l  define service quality, perceived 

by custom
ers, as the degree and direction of 

discrepancy 
betw

een 
custom

ers’ 
perceptions 

and expectations. in their papers (1985, 1988), 
they 

point 
out 

that 
quality 

differentiates 
from

 
satisfaction in that perceived quality represents 
general judgem

ent or attitude, related to service 
superiority, 

w
hereas 

satisfaction 
is 

connected 
to specific transaction. B

asically, alm
ost every 

definition 
of 

satisfaction 
relates 

to 
individual 

transactions 
and, 

according 
to 

O
liver’s 

w
ords 

: “S
atisfaction is an overall psychological state 

that arises w
hen previous consum

er’s em
otions 

based on purchasing experience are added to 
em

otions provoked by disconfirm
ed expectation.” 

D
iam

etrically opposed, perceived service quality is 
an ongoing attitude, that is, a long-term

 judgem
ent. 

in their paper from
 1985, P

arasuram
an, B

erry and 
Zeithal considered the exam

ple w
hen custom

ers 
w

ere satisfied w
ith a specific service even though 

it w
as not perceived as high quality. This im

plies a 
cause-and-effect relationship w

here satisfaction is 
an antecedent of service quality. 

The term
 custom

er satisfaction is m
ostly used 

incorrectly, as by custom
ers so by the public, and 

in so as a cum
ulative m

easure w
hich enhances 

confusion. In accordance w
ith this, Teas  states 

that service quality is not just a general attitude 
but that it also relates to individual transaction. 
H

e m
entions tw

o constructs of perceived quality: 
perceived quality of individual transaction and 
relationship quality, w

here the latter is sim
ilar to 

service quality construct by P
arasuram

an, B
erry 

and Zeitham
l, w

hile the form
er actually instigates 

satisfaction w
ith individual transaction.

P
arasuram

an, B
erry and Zeitham

l’s proposition 
is questionable even to C

ronin and Taylor  w
ho 

point out that there is a discord in the literature 
about the relationship betw

een satisfaction and 
service quality. A

uthors have criticised the use of 
paradigm

 of disconfirm
ed expectations and stated 

their argum
ents claim

ing that service quality can 
best be realised through attitude m

odel instead of 
disconfirm

ed expectations m
odel. 

Follow
ing everything that has been stated, it is 

obvious that, in spite of the im
portance of service 

quality, there is no agreem
ent on a com

m
on 

•
definition, even though each one puts the custom

er 
in the centre of attention. M

ost com
m

only used 
definition is the one by P

arasuram
an, B

erry and 
Zeitham

l w
hich has therefore been accepted by 

em
inent scientists, in turn C

arm
an (1990), B

olton 
and d

rew
 (1991), lew

is (1993), avkiran (1994), 
and B

ahia and N
antel (2000).

D
im

ensions of service quality
A

fter defining service quality, it is necessary to 
consider various dim

ensions of service quality and 
w

ays to m
easure them

. 

S
ervice quality is divided in tw

o m
ain dim

ensions: 
one states “w

hat“ the service provides to the 
custom

er (service result), and the other “how
“ 

service is delivered to the custom
er. M

oreover, 
“w

hat“ is assessed after using the service, and it is 
referred to as result quality by P

arasuram
an, B

erry 
and Zeitham

l , technical quality by G
ronroos , and 

physical quality by Lehtinen and Lehtinen . O
n 

the other hand, “how
“ is assessed during delivery 

process, and it is referred to as process quality 
by P

arasuram
an, B

erry and Zeitham
l, functional 

quality by G
ronroos, and interactive quality by 

Lehtinen and Lehtinen. 

G
ronroos  concludes that service depends on 

“technical“ 
and 

“functional“ 
factors. 

Technical 
perform

ances are perceived by custom
ers through 

currently received service, that is, through the 
“w

hat“ is received, w
hile functional perform

ances 
are represented in the m

anner of delivering a 
service to the custom

er. In other w
ords, custom

ers 
are not interested in only w

hat the service provides, 
but also in the m

anner of its delivery. Therefore, 
contact personnel during service providing is of 
prim

ary 
im

portance 
for 

custom
er 

satisfaction, 
nam

ely 
their 

behaviour, 
appearance, 

affability, 
attitude and serviceability.

G
ronroos  developed a construct of service product, 

that is to say, service offering. This concept is based 
on a basic service package and an expanded 
service offering. B

asic service package refers to 
w

hat custom
ers w

ill receive including supporting 
and additional services. E

xpanded service offering 
includes service availability, interaction betw

een 
em

ployees and custom
ers, physical resources and 

custom
ers, system

 and custom
ers and custom

er 
participation in the process of service providing. 
Furtherm

ore, 
the 

sam
e 

author 
suggests 

six 
criteria for good consum

ers’ perception of service 
quality: professionalism

 and ability, behaviour and 

treatm
ent, affability and flexibility, reliability and 

confidence, repair, reputation and credibility

P
robably 

the 
m

ost 
w

idely 
accepted 

m
odel 

of 
service quality based on gaps w

as proposed by 
P

arasuram
an, Zeitham

l and B
erry  in their paper 

in 1985. they defined perceived quality as the gap 
function betw

een expectations and consum
er’s 

perception of received service. They also stated 
that this gap depends on size and direction of 
four other gaps that can affect service delivery. 
S

uggested m
odel of service quality is presented 

in Figure 1.

the gap represents discrepancy betw
een 

consum
ers’ expectations and m

anagem
ent’s 

perceptions of these expectations, nam
ely, 

m
anagem

ent w
ill not be able to accurately 

assess consum
ers’ needs and therefore w

ill 
not be able to satisfy them

 qualitatively. 

the gap arises from
 discrepancy betw

een 
m

anagem
ent’s perception and service quality 

specification. In another w
ords, m

anagem
ent 

understands consum
ers’ expectations, but is 

not able to fulfil them
 m

om
entarily, for exam

ple, 
due to lack of resources. 

the gap is discrepancy betw
een service quality 

specification and current service delivery. This 
gap em

phasises the significance of hum
an 

factor in service delivery and appears m
ostly 

due to bad team
 w

ork. 

the gap appears w
hen that w

hat is said about 
the service through external com

m
unication 

does not correspond to that w
hat is delivered. 

S
im

ply put, m
anagem

ent is not able to provide 
all necessary inform

ation, as w
ell as fulfil 

all given prom
ises, consequently leading to 

negative perceptions of service delivery. 

In the sam
e paper, P

arasuram
an, Zeitham

l and 
B

erry  propose ten dim
ensions of service quality, 

in turn:

R
eliability in service providing – fulfilling 

prom
ises given to consum

ers, providing 
services right at the first tim

e, consistency in 
service providing;

1.2.3.4.•

C
om

m
ercialism

 and responsiveness 
– prom

pt action, w
illingness and availability of 

em
ployees to provide a w

anted service;

C
om

petence – required skill and know
ledge to 

perform
 service, contact personnel’s expertise; 

A
ccess – service availability – com

pany’s 
adequate w

orking hours, location, w
aiting 

period;

C
ourtesy – politeness, respect, consideration, 

friendliness of contact personnel;

C
om

m
unication w

ith the custom
er – inform

ing 
the custom

er in an understandable m
anner, 

gathering and appreciating custom
er’s 

opinions, com
plaints and proposals;

C
redibility – integrity, professionalism

, 
reputation and trustw

orthiness the firm
 has;

S
ecurity– elim

inating the possibility for danger 
to occur, dim

inishing risks, physical and 
financial security, guarantees;

U
nderstanding the custom

er – efforts put for 
understanding custom

ers’ needs, service 
personalisation;

Tangible elem
ents – exterior and interior, 

em
ployees’ appearance, equipm

ent, 
com

m
unication m

aterials;

B
ased on these ten dim

ensions, authors have 
conducted various statistical research in order to 
form

 S
E

R
V

Q
U

A
L, instrum

ent for m
easuring service 

quality, and in 1988, they reduced them
 to five, as 

can be seen in Figure 2. W
hile the dim

ensions 
of reliability in service providing, com

m
ercialism

 
and responsiveness, and tangibility rem

ained the 
sam

e, the rem
aining seven w

ere reduced to only 
tw

o. C
om

petence, em
pathy, credibility and security 

w
ere m

erged into a dim
ension of assurance, w

hile 
access, com

m
unication w

ith the custom
er and 

understanding for the custom
er m

erged into the 
dim

ension of em
pathy.

•••••••••
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Figure 1: M
odel of service quality 

S
ource: P

arasuram
an, A

., B
erry, L.L., Zeitham

l, V.A
.: “A conceptual m

odel of service quality and its im
plications for future 

research”, journal of M
arketing, Vol. 49, 1985, p. 44.

Figure 2: M
odel of service quality

S
ource: S

harm
a, a

., M
ehta, V.: “S

ervice quality perceptions in financial services - a case study of banking services”, journal of 
S

ervices r
esearch, Vol. 4, N

o. 2, 2004, p. 207.
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d
efinitions of custom

er satisfaction 
C

ustom
er 

satisfaction 
construct 

is 
as 

equally 
im

portant 
for 

theoretical, 
as 

w
ell 

as 
practical 

reasons. “In m
arketing, custom

er satisfaction has 
long been recognised as the central construct, 
as a significant goal of all business activities.”  
U

nderstanding how
 a custom

er creates positive 
or negative attitude tow

ards a service and how
 

this is reflected on his purchase behaviour is the 
crucial theoretical problem

. H
ow

ever, in spite of 
the significance, a consensus on the definition of 
satisfaction has not been reached up to date.

M
ost 

researchers 
consider 

that 
satisfaction 

is 
opinion or evaluation form

ed w
hen the custom

er 
com

pares 
his 

pre-purchase 
expectations 

to 
perceived perform

ance of received service.

A
ccording 

to 
K

otler 
, 

satisfaction 
is 

a 
feeling 

of 
pleasure 

or 
disappointm

ent 
resulting 

from
 

com
parison betw

een expected and real, that is, 
received 

values 
(perform

ance) 
of 

products 
or 

services.

There is a golden rule  w
ith services w

hich is 
continually (although unconsciously) applied by 
custom

ers, and it states:

P
ositive discrepancy betw

een perceptions and 
expectations results in custom

er satisfaction, 
transfer of positive experiences to other people 
(potential custom

ers) and custom
er retention.

•

D
issatisfaction appears w

hen expectations 
exceed perceptions, resulting in w

ord-of-
m

outh transfer of negative experiences and 
inform

ation thus creating a negative im
age of 

the service and the firm
. 

Literature  cites three types of factors that affect 
quality and satisfaction: 

H
ygiene factors are those service aspects 

that custom
er expects to be present, w

hose 
appearance w

ill not necessarily generate 
satisfaction, but w

hose absence w
ill cause 

dissatisfaction. For exam
ple, a custom

er 
expects to take a certain am

ount of m
oney 

from
 his account out of a cash dispenser 

(ATM
). If the service is not adequately 

provided, he w
ill be dissatisfied. 

E
nhancing factors are those service elem

ents 
that instigate satisfaction, but w

hose 
absence w

ill not necessarily cause custom
er 

dissatisfaction. For exam
ple, if the bank 

personnel rem
em

ber a custom
er’s nam

e or 
enable him

 to freshen up w
ith w

ater from
 self-

service m
achines. 

d
ual-threshold factors are those service 

aspects that w
ill cause dissatisfaction if they 

are inadequately provided by the bank. O
n the 

contrary they cause custom
er satisfaction, like 

exceptionally friendly and kind behaviour of 
bank personnel to its custom

ers.

There are various debates about the distinction 
betw

een service quality and custom
er satisfaction. 

••••
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For exam
ple, although certain authors (B

itner, 
O

liver ) acknow
ledge that present m

easurem
ent 

of 
perceived 

service 
quality 

is 
founded 

on 
disconfirm

ation 
paradigm

, 
they 

still 
claim

 
that 

service 
quality 

and 
custom

er 
satisfaction 

are 
distinct constructs. The m

ost com
m

on explanation 
for this distinction is that perceived service quality 
presents attitude, overall long-term

 assessm
ent of 

the service, w
hile, on the other hand, satisfaction 

is linked to a specific transaction.

P
arasuram

an, Zeitham
l and B

erry , in their study 
from

 1988, com
m

ent the distinction betw
een service 

quality and custom
er satisfaction and point out 

that, during the m
easurem

ent of perceived service 
quality, that w

hat the custom
er feels he should 

receive is used, w
hile during the m

easurem
ent 

of satisfaction, that w
hat the custom

er expects to 
receive is used.

C
ronin and Taylor  point out that the distinction 

betw
een service quality and custom

er satisfaction 
is 

as 
im

portant 
for 

the 
m

anagers 
as 

for 
the 

researchers because service providers need to 
know

 w
hether their service perform

ances have to 
satisfy the custom

er or, how
ever, provide m

axim
um

 
level of perceived service quality.   

Im
portance of custom

er satisfaction
The research of custom

er satisfaction has, during 
the last years, becom

e a com
m

on occurrence in 
m

any service branches. Furtherm
ore, satisfaction 

is 
w

idely 
appreciated 

and 
assessed 

as 
the 

determ
inant 

of 
re-purchasing, 

w
ord-of-m

outh 
transfer of positive experiences and inform

ation, 
and loyalty to the brand or service provider. Table 
1 show

s effects on three different satisfaction 
levels w

hich custom
ers use to express loyalty 

to 
service 

provider 
although 

Vranešić 
 

w
arns 

that “the com
pany’s goal  should not be just 

their satisfaction” but a tendency to m
ove from

 
a satisfied custom

er to the level of  enthusiastic 
custom

er because “only enthusiastic custom
ers 

represent real loyalty” for service providers. 

File and P
rince  em

phasize the im
portance of 

analysing custom
er satisfaction. They believe that 

aggressive program
s of satisfying custom

ers are 
the m

ost efficient m
ethod of m

aintaining a large 

num
ber of custom

ers. C
onsequently, there is a 

reduction of overall investm
ents norm

ally used 
to attract new

 custom
ers. A satisfied custom

er 
dem

onstrates a higher level of loyalty and is less 
subject to com

petition’s m
arketing efforts.

M
outinho  states that satisfaction construct is 

im
portant as for theoretical and as for practical 

reasons. 
It 

em
phasises 

the 
im

portance 
of 

satisfaction claim
ing that com

panies that conduct 
satisfaction 

research 
consequently 

m
ake 

them
selves closer to their custom

ers.

U
nderstanding the w

ay custom
ers create positive 

or negative attitudes to services and the w
ay it 

affects their current purchasing behaviour is the 
crucial theoretical problem

. 

D
eterm

inants of custom
er satisfaction 

and dissatisfaction
It is of extrem

e im
portance for all service industries 

to recognize the sources of custom
er satisfaction 

and dissatisfaction. If they are able to understand 
their custom

ers, service providers can act ahead 
w

ithout w
aiting for change to happen by itself.

S
w

an and C
om

bs  state tw
o types of determ

inants: 
instrum

ental 
(those 

that 
depend 

on 
the 

perform
ance of physical products) and expressive 

(psychological product perform
ances). In order to 

satisfy the custom
er, the product needs to m

eet 
the expectations for both determ

inants. M
oreover, 

they claim
 that dissatisfaction m

ay appear from
 

any type of perform
ances. A

fter having conducted 
the study, they realized certain problem

s in data 
classification: nam

ely, som
e data can be both 

instrum
ental and expressive, like com

fort. They 
also 

established 
that 

both 
determ

inants 
lead 

to 
either 

satisfaction 
or 

dissatisfaction. 
B

ased 
on 

the 
study, 

they 
concluded 

that 
custom

ers 
value products or services by a lim

ited set of 
attributes. S

om
e of them

 are relatively significant 
in satisfaction determ

ination w
hile others are not 

essential for satisfaction, but they are connected 
to dissatisfaction w

hen perform
ed unsatisfactorily. 

Table 1: Levels of satisfaction 

S
ource: Vranešević, t.: op.cit., p. 192.

Johnston  studied determ
inants of service quality 

that 
affect 

custom
er 

satisfaction. 
H

is 
study, 

conducted in a bank, show
ed the follow

ing:

certain satisfaction determ
inants are m

ore 
superior than others

for bank custom
ers, predom

inantly satisfying 
determ

inants are attentiveness, responsibility, 
caring and friendliness, w

hile the m
ain sources 

of dissatisfaction are connected to lack of 
integrity, reliability, responsibility, availability 
and functionality 

sources of dissatisfaction are not necessarily 
the obverse of sources of satisfaction

intangible aspects of  personnel-custom
er 

relationship have significant effects, w
hether 

positive or negative, on service quality and 
custom

er satisfaction

com
m

ercialism
 and responsiveness are the 

crucial quality dim
ension and also a crucial 

com
ponent w

hen it com
es to satisfaction 

because its absence presents a m
ajor source 

of dissatisfaction

reliability is predom
inantly a source of 

dissatisfaction and not satisfaction

B
esides, the result suggests that for an individual 

institution, despite the fact that the sam
e factors 

of satisfaction and dissatisfaction m
ay appear, a 

great num
ber of factors is relatively m

ore im
portant 

than others.

A
ttem

pts to enhance satisfaction rather than to 
rem

ove dissatisfaction, caused m
any attem

pts to 
im

prove quality, or so called TQ
M

 program
s, to 

fail. P
ersonnel, and particularly custom

ers, m
ay 

get cynical w
hen it com

es to organisation’s efforts 

••••••

to im
prove service quality, if this is im

plem
ented 

w
ithout a strategy that includes both rem

oving 
dissatisfaction and enhancing satisfaction, or at 
least rem

oving dissatisfaction first.
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ervice 
quality 

and 
satisfaction 

are 
separate 

term
s. S

ince sim
ilarities betw

een them
 are quite 

apparent, researchers still state very cautiously 
that these are tw

o distinct constructs. 

M
outinho and S

m
ith  point out that, even though 

quality 
and 

satisfaction 
are 

som
etim

es 
used 

alternately, m
any studies have been conducted in 

order to perceive the relationship betw
een them

 
(see for exam

ple, B
itner , and C

ronin and Taylor ).   

P
arasuram

an, Zeitham
l and B

erry , in their study 
from

 1985, claim
 that higher level of perceived 

service 
quality 

results 
in 

enhanced 
custom

er 
satisfaction, 

but 
new

er 
findings 

suggest 
that 

satisfaction precedes quality. For exam
ple, B

itner  
has em

pirically presented a significant cause-and-
effect relationship betw

een satisfaction and quality 
by analysing structural equation.

B
olton and D

rew
  use a general presum

ption that 
quality equals attitude as a basis for statem

ent that 
satisfaction is an antecedent of quality. S

pecifically, 
they em

phasise that perceived service quality is a 
function of perceived service quality from

 previous 
periods and level of satisfaction or dissatisfaction 
w

ith a current level of service perform
ance. This 

point of view
 suggests that satisfaction is a clear 

construct used to m
odify a previous service quality 

perception for the purpose of form
ing a present 

service 
quality 

perception. 
The 

sam
e 

authors 
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indicate that this relationship causes the processes 
of disconfirm

ation, expectation and perform
ances 

to have a significant affect on current custom
er’s 

perception of service quality. N
evertheless, their 

study findings show
 that perceived service quality 

is under strong influence of current perform
ances 

w
hile the influence of disconfirm

ation paradigm
 is 

relatively w
eak and transient.

C
ronin and Taylor  conduct the first parallel study 

of both possible relationships betw
een quality and 

satisfaction. B
esides, they are the first to use a 

sam
ple constructed from

 m
ultiple industries and 

to study a relationship betw
een service quality 

and custom
er satisfaction in four service sectors: 

banking, 
pest 

control, 
dry 

cleaning 
and 

fast 
food. For each of these four service industries, 
a hypothesis that satisfaction precedes service 
quality w

as studied, but the result and analysis 
show

ed otherw
ise. N

am
ely, C

ronin and Taylor’s 
results confirm

 the opinion that quality occurs 
as a cause-and-effect antecedent of custom

er 
satisfaction.

B
etter understanding of the relationship betw

een 
service 

quality 
and 

custom
er 

satisfaction 
is 

nonetheless needed. S
preng and M

ackoy  m
aintain 

that if tw
o constructs are truly distinct, than the 

w
ay in w

hich they differ should be understood. 
H

ow
ever, if they do not differ, then researching both 

these constructs and requiring that m
anagers are 

fam
iliar w

ith both of them
, thus confusing them

, is 
a w

aste of tim
e. They studied students’ evaluations 

of consulting services am
ong 273 students w

ith at 
least a year of personal experience w

ith consulting 
student services. O

ne of the goals of their study 
w

as to evaluate the distinction betw
een perceived 

service quality and custom
er satisfaction. Findings 

have show
n that service quality and custom

er 
satisfaction present tw

o distinct constructs, nam
ely 

that they have different antecedents. A concurrence 
of w

ishes affects satisfaction, a disconfirm
ation of 

expectation has no direct im
pact on service quality 

and the im
pact of expectation is indirect, through 

perceived perform
ances.

B
ased on the relationship betw

een service quality 
and custom

er satisfaction, there have been m
any 

attem
pts to establish the nature of cause-and-effect 

relationship betw
een these tw

o categories during 
the study of consum

ers’ purchase intentions. 

For exam
ple, W

oodside, Frey and D
aly  propose 

one of the first m
odels that explicitly investigates a 

link betw
een service quality, custom

er satisfaction 

and purchase intentions. They published em
pirical 

results w
hich suggest that custom

er satisfaction 
interm

ediates in the relationship betw
een service 

quality and custom
er’s purchase intentions (service 

quality 
– 

custom
er 

satisfaction 
– 

consum
ers’ 

purchase intentions).

B
itner  conducted a research of perceived service 

quality and satisfaction on the sam
ple of 145 

passengers 
from

 
an 

international 
airport. 

S
he 

suggested a different hierarchy of quality and 
satisfaction constructs (custom

er satisfaction – 
service quality – consum

ers’ purchase intentions) 
and her results and analysis confirm

 her m
odel and 

are contradictory to cause-and-effect hierarchy by 
W

oodside, Frey and D
aly. 

The m
ost recent researches, like Ting’s  from

 
2004, 

m
aintain 

that 
the 

relationship 
betw

een 
service quality and satisfaction is positive and in 
accordance w

ith the theory, that is to say, service 
quality precedes custom

er satisfaction. A
ccording 

to Ting, this is logical because “custom
er satisfaction 

is an im
portant goal for bank em

ployees to reach, 
and if banks w

ant to enhance their custom
ers’ 

satisfaction, they can do so by increasing their 
service 

quality“. 
Furtherm

ore, 
Ting’s 

findings 
confirm

 that the relationship betw
een these tw

o 
constructs is curvilinear, nam

ely, that a non-linear 
m

odel explains satisfaction variations better than 
a linear m

odel.

Taylor 
and 

B
aker 

 
evaluate 

the 
nature 

of 
the 

relationship 
betw

een 
service 

quality 
and 

custom
er satisfaction in the form

ation of purchase 
intentions across four service industries: health 
care, 

am
usem

ent 
parks, 

air 
transport 

and 
telecom

m
unications. 

A 
regression 

coefficient 
for 

satisfaction-quality 
relationship 

is 
im

portant 
for three industries (com

m
unication, travel and 

recreation), and it has no significant interaction 
affect only in health industry. They conclude that 
custom

er’s decision-m
aking m

odel w
hich includes 

satisfaction and service quality interaction, provides 
better understanding of consum

ers’ intentions than 
a m

odel w
hich includes only the m

ajor effects of 
satisfaction and quality. Their research contributed 
to 

the 
debate 

about 
the 

relationship 
betw

een 
service quality and custom

er satisfaction. For som
e 

service industries, quality and satisfaction perform
 

jointly in stim
ulating purchase behaviour. In each 

of the three industries, Taylor and B
aker found that 

positive influence of service quality on purchase 
behaviour increases w

ith increased satisfaction. 
In 

another 
w

ords, 
the 

better 
service 

quality 

and satisfaction, the higher level of consum
ers’ 

purchase intentions. 

Finally, M
outinho and S

m
ith  conclude that it 

has been show
n throughout the literature how

 
custom

er’s perceived service quality and their 
satisfaction are linked to custom

er retention and 
profitability, 

although 
the 

relationship 
betw

een 
these tw

o constructs has not been com
pletely 

clarified.

C
O

N
C

LU
S

IO
N

A great m
ajority of academ

ic com
m

unity agrees 
w

ith 
the 

statem
ent 

that 
service 

quality 
and 

custom
er satisfaction are tw

o distinct theoretical 
constructs. 

H
ow

ever, 
there 

has 
yet 

been 
no 

consensus on the w
ay to define constructs, that is 

to m
utually separate them

. For now
, the statem

ent 
that service quality presents a general judgem

ent 
or attitude rem

ains, w
hile custom

er satisfaction is 
related to specific transaction.  O

n the other hand, 
P

arasuram
an, Zeitham

l and B
erry’s assertion that 

constructs differ according to how
 expectation is 

defined, that is, how
 w

ith perceived service quality, 
expectations are defined as w

hat the custom
er feels 

he should get, w
hile w

ith custom
er satisfaction, 

they are defined as w
hat the custom

er feels he w
ill 

get, is still relatively abstract for the business w
orld 

and is also exposed to m
uch criticism

 w
ithin the 

academ
ic com

m
unity itself. O

ne of the things m
ost 

authors agree w
ith is that “service quality is not 

som
ething that everyone does w

ell” . Therefore, 
it is necessary to m

ake additional research efforts 
in order to clearly separate the constructs and 
to enable service providers to satisfy their ever 
dem

anding custom
ers, by applying the theory, as 

best as they can.
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A
bstract

The 
concept 

of 
m

arketing 
and 

m
anaging 

relationships w
ith custom

ers and other interest 
groups is at the core of m

arketing today. The 
border crossing loyalty of consum

ers tow
ards a 

place of retailing depends on different procurem
ent 

specific determ
inants. It is to analyses the role 

of the frontier and the culture as w
ell, the further 

social environm
ent in the relation betw

een supplier 
and consum

er in a borderland (i.c. the G
erm

an-
D

utch 
borderland) 

and 
possible 

influences 
on 

buying 
patterns. 

E
xam

ined 
w

ere 
consum

er 
m

otivations for shopping abroad and the role of 
culture versus socio-psychological factors. S

ocial 
aspects determ

ine the relation betw
een cross-

border retailers and consum
ers and for retailers 

it is now
adays very difficult to have a profitable 

business. R
etail-C

om
panies have to know

 the 
circum

stances of living of the target group. This 
has to do w

ith building a culture of custom
er 

orientation, custom
er satisfaction and loyalty. O

ut-
shopping consum

ers are interested in the culture 
of the foreign country and they are interested 

in entering into an active relationship w
ith the 

retailer. The problem
 of the culture influence of 

‘loyalty’ is that it is a latent variable w
hich can’t 

be m
easured directly. C

ulture has an im
portant 

influence in defining ‘loyalty’. ‘Loyalty’ depends on 
the country cluster according to H

ofstede and the 
conclusions of K

asper about the country cluster. 
E

verybody belongs to a social group. S
o w

e have 
to know

, that all groups have their ow
n norm

s 
and create their ow

n status. B
ut the intensity of 

the relationship w
ith this group depends on the 

country culture. The distinguishing feature of the 
study is that it exam

ines socio-psychological and 
culture variables as determ

inants of cross-border 
shopping. In particular, the role of ‘social norm

’, 
‘personal 

norm
’ 

and 
‘concept 

of 
involvem

ent 
construct’ has rarely been investigated in this 
context.

K
eyw

ords: 
custom

er 
purchasing 

behaviour, 
concept of involvem

ent constructs, cross-cultural 
research, loyalty, procurem

ent, personal norm
, 

social norm
, 
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A
bstract

This article investigates the role of com
pany’s core 

com
petences in increasing consum

ers’ satisfaction. 
The proposed conceptual m

odel illustrated the core 
com

petences nature, dim
ensions and influence 

on product’s benefits for custom
ers confirm

s that 
developing core com

petences m
akes com

pany’s 
products m

ore valuable for its custom
ers and thus 

provides its com
petitiveness in the global m

arket. 
N

ow
adays R

ussian poultry farm
ing enterprises 

are facing w
ith the grow

ing com
petition from

 the 
direction of foreign com

panies. The quality of 
R

ussian poultry products in term
s of its benefits for 

custom
ers w

ould be better if national com
panies 

give 
m

ore 
attention 

to 
developing 

their 
core 

com
petences. H

ow
ever, the research indicates 

that 
very 

often 
com

panies 
don’t 

give 
enough 

attention to their core com
petencies in this regard. 

The im
plication is that core com

petences should 
be used for m

aking com
pany’s products m

ore 
valuable for its custom

ers. A better understanding 
of com

pany’s core com
petencies allow

 to satisfy 
custom

ers’ needs better in order to becom
e m

ore 
com

petitive in the global m
arket.   

K
ey w

ords 

consum
ers’ 

satisfaction, 
com

pany’s 
com

petitiveness, core com
petences

There can be little debate that globalisation of 
the m

arkets, increasing num
ber of existing and 

potential com
petitors, transform

ation of custom
er 

expectations determ
ine new

 approaches to m
ake 

a com
pany com

petitive.

It 
is 

our 
contention 

that 
w

ith 
the 

business 
environm

ent 
becom

ing 
m

ore 
unpredictable 

and business requiring innovations, it calls for 
returning back to com

pany’s internal resources; 
especially it applies to core com

petences of a 
com

pany. W
e believe our paper contributes to 

the literature by adding to the know
ledge that 

exists 
about 

relationships 
betw

een 
com

pany’s 
core com

petences and consum
er satisfaction by 

com
pany’s products. W

e argue that developing 
com

pany’s core com
petences m

akes its products 
m

ore valuable for custom
ers and thus provides a 

com
pany w

ith sustainable com
petitive advantage 

in a m
arket. Finally, w

e identify R
ussian poultry 

farm
ing enterprises’ core com

petences and their 
influence on developing poultry products features 
that are the m

ost im
portant for their custom

ers.

C
onceptual background/hypothesis 

developm
ent

W
hile a com

prehensive review
 of the vast literature 

pertaining to core com
petences is beyond the 

scope of this paper, in this section w
e’ll provide 

a brief overview
 of elem

ents of core com
petence 

research that w
e suppose to be im

portant to the 
understanding of our research.

A
ndrew

s (1979) is one of the first to use the term
 

‘distinguishing com
petence’ to define the field of 

activity in w
hich a com

pany operates at its best. 
H

e 
proposed 

that 
‘distinguishing 

com
petences 

of an organisation m
ean not only w

hat it can do. 
they m

ean w
hat it can do especially w

ell’ (p 48). 
H

e concluded that a firm
 should ‘define the skills 

w
hich are the basis for success and ‘identify and 

create the skill w
hich is really distinguishable’.

The core com
petence is defined by P

rahalad and 
H

am
el (1990) as ‘skills and abilities…

, w
hich m

ean 
harm

onising 
various 

technological 
directions…

, 
relate to providing values…

, are the result of the 
joint experience of a com

pany as a w
hole’ (p 81). 

The authors found that a unique com
bination of the 

core com
petences creates com

petitive advantage, 
and core com

petences’ developm
ent is a key to 

com
pany’s com

petitiveness.

Furtherm
ore the w

ork cited later by P
rahalad and 

H
am

el (1994) relative to core com
petence as the 

essence of com
pany’s com

petitiveness provides 
support for the contention the core com

petence 
m

ay be used by a com
pany to create benefits for 

custom
ers.

S
im

ilarly, D
urand (1997), arguing that the concept 

of com
petences can give m

ore than resource-
oriented 

point 
of 

view
, 

defined 
com

petences 
as com

pany’s abilities to gather and integrate 
resources into goods and services. A

ccordingly, 
the author described organisational com

petences 
using three dim

ensions: know
ledge, know

-how
 

and interaction (Figure 1).

K
now

ledge 
is 

structured 
sets 

of 
the 

received 
inform

ation in incom
plete and partly contradicting 

interpretation w
hich help to understand the w

orld. 
Thus, know

ledge includes access to data, ability to 
take them

 as inform
ation and process it.

k
now

-how
 is an ability to take a certain course 

of 
action 

according 
to 

the 
previously 

set 
objectives and processes. k

now
-how

 does not 
exclude know

ledge. It im
plies the m

ost com
plete 

understanding w
hy skills, abilities, technologies 

and innovations really w
ork.

Interaction is often ignored in approaches that 
are 

based 
on 

resources, 
though 

behaviour, 
identification and desire are the m

ost im
portant 

parts of an ability to achieve the goal. 

B
ogner at al (1998) report a study designed to 

investigate 
the 

role 
of 

dynam
ic 

com
petences 

in choosing an optim
al organisational form

 of 
m

ultinationals. the authors argue that the cost-
benefit 

analysis 
of 

com
petences 

developm
ent 

better explains reorganisation decisions than the 
m

odel of operating cost or the m
odel based on 

know
ledge.

R
esearch 

by 
M

cG
rath 

at 
al 

(1995) 
provides 

som
e evidence of such com

petitive advantage 
of a com

pany as rental revenue resulted from
 

com
pany’s 

com
petences 

and 
innovativeness 

in 
recognising 

its 
ow

n 
efficiency, 

values 
and 

strong custom
er relations com

pared to those of 
com

petitors’.

The com
m

on thread in these research stream
s 

is 
that 

com
petences 

m
ean 

the 
specific 

skills, 

know
ledge, behaviour patterns that are unique for 

a com
pany and are the basis for developing its 

com
petitive advantage. Thus,

H
ypothesis 

1. 
C

om
petences 

are 
a 

unique 
com

bination of know
ledge, skills and technologies 

w
hich 

is 
used 

by 
a 

com
pany 

to 
m

anage 
its 

resources and business-processes to increase the 
value of goods for its custom

ers.

P
rahalad and H

am
el (1990) proposed that there 

is a hierarchy of com
petences. They defined a 

core com
petence as joint know

ledge w
hich allow

s 
m

anaging other com
petences and is used for 

creating the m
axim

um
 value for a custom

er. They 
found the key features of core com

petence: core 
com

petence creates the distinctive value of a 
com

pany’s product; it is unique for each com
pany 

and can’t be reproduced by com
petitors; core 

com
petence provides a com

pany w
ith access to 

different m
arkets; it is one of the longest lasting 

assets of a com
pany.

H
ypothesis 2. C

om
pany’s core com

petences apply 
to the product features that are the m

ost beneficial 
for custom

ers. Identification of core com
petences 

w
ill help to increase value of com

pany’s products 
for custom

ers.

O
ur research is set specifically w

ithin the context 
of R

ussian poultry farm
ing industry w

hich w
e 

believe to be an area in w
hich R

ussian custom
ers 

satisfaction 
is 

likely 
to 

be 
problem

atic 
for 

a 
variety of reasons. First, now

adays m
ore than 

50%
 of poultry products are im

ported to R
ussia 

from
 

abroad. 
E

m
pirical 

data 
provides 

som
e 

evidence for higher quality of im
ported products in 

com
parison w

ith dom
estic ones. S

econd, there is 
a lack of governm

ent support in this sector w
hich 

w
ould help to develop productive capacities and 

infrastructure. 
Thus, 

R
ussian 

poultry 
farm

ing 
enterprises facing w

ith the strong com
petition from

 
the direction of foreign com

panies need to increase 
their com

petitiveness in R
ussian m

arket.

H
ypothesis 3. If R

ussian poultry farm
ing enterprises 

start to identify and develop their core com
petences 

they w
ill be able to increase the product value, 

achieve better custom
er satisfaction and becom

e 
m

ore com
petitive in the poultry farm

ing m
arket in 

R
ussia.
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Figure 1. Three dim
ensions of an organisational com

petence

M
ethod

S
am

ple A firm
 that m

anages a large regional 
consum

er 
panel 

of 
approxim

ately 
one 

m
illion 

consum
ers living in S

verdlovsk region, R
ussia, w

as 
engaged to provide the participants for the study. 
A

fter w
e developed the data collection instrum

ent 
using the panel’s online softw

are, the firm
 sent e-

m
ail ‘invitations’ to a num

ber of their panel. W
e 

received a total of 443 usable responses. S
tudy 

participants w
ere from

 18 to 65 years old, m
en 

and w
om

en equally, lived in urban (70%
) and rural 

(30%
) areas and had an average m

onthly incom
e 

from
 $100 to $1000 and higher represented a broad 

cross-section of the S
verdlovsk region population. 

P
rocedure

A
t the first stage the respondents w

ere asked to 
estim

ate the im
portance of different characteristics 

(price, 
brand, 

colour, 
sm

ell, 
package, 

etc.) 
of 

poultry products using scale 1-10 (10–the m
ost 

im
portant feature, 1-the least im

portant feature). 

Then in collaboration w
ith m

anagem
ent staff of five 

leading poultry farm
ing enterprises in S

verdlovsk 
region the com

bination of resources, business-
processes and com

petence of each com
pany w

as 
identified.  

The third step w
as to evaluate of the relationships 

betw
een product features, resources, business 

processes and com
petences of each com

pany 
analysing them

 in three groups: product features, 
resources; 

resources, 
business 

processes; 
business processes, com

petences.

X
 w

as used for product features 

X
 = 

; Y w
as used for a num

ber of resources  

Y = 
;

Z w
as used for different business processes  

Z = 
; 

C
 w

as used for different com
petences 

С
 = 

. 
A m

atrix w
as developed to present the relationships 

betw
een product features, resources, business 

processes and com
petences of each com

pany 
(A

ppendix 
1). 

A
rrow

s 
indicate 

relationships 
betw

een groups. 

Then 
a 

group 
of 

experts 
estim

ated 
for 

each 
com

pany the extent of influence of resources 
on 

product 
features; 

resources 
on 

business 
processes; com

petences on business processes 
filling in m

atrix cells by 1-5 m
arks (5–the highest 

influence, 1-the low
est influence). 

To evaluate the relationship betw
een the product 

features and com
petences of every com

pany w
e 

needed to define first the influence of a certain 
business process on form

ing a certain feature 
of a product. It w

as done through calculating the 
average indicator that show

ed to w
hat extent 

resources w
ere involved in this business process 

judging by the participation of these resources in 
creating a certain feature of a product (1).

(
)

(
)

∑

∑

=

=

⋅
=

mk
k

i

mk
k

i
j

k

j
i

y
x

y
x

z
y

z
x

1

1
,

 (1)

S
econd, using the received m

atrix, characterising 
the influence of a certain business process on a 
certain product feature, w

e could sim
ilarly define 

how
 a com

bination of product features depended 
on com

pany com
petences (2).

(
)

(
)

∑

∑

=

=

⋅
=

kj
j

l

kj
j

l
i

j

l
i

z
c

z
c

x
z

c
x

1

1
,

 (2)

A
t 

the 
fourth 

stage 
using 

the 
sets 

of 
interconnections 

betw
een 

business-processes, 
resources, com

petences and product features w
e 

drew
 a hierarchy of the existing com

petences and 
identifed the core ones for each com

pany.

Finally w
e defined w

hich of the com
petences w

ere 
of key im

portance in creating a set of features 
putting the product in high dem

and by custom
ers.

R
esults

B
ased on the previous studies w

hich investigated 
the nature and the role of com

pany’s com
petences 

[W
ernerfelt, 1984; P

rahalad, H
am

el, 1990; B
arney, 

1991; 
leonard-B

arton, 
1992; 

S
talk, 

e
vans, 

S
chulm

an, 1992; P
eteraf, 1993; C

onner, P
rahalad, 

1996; Teece, P
isano, S

chuen, 1997; S
aner, Yiu, 

S
ondergaard, 2000; Lazarus, 2002] w

e concluded 
that a com

pany m
ay use com

petences to m
anage 

its resources and business-processes (Figure 2) 
to satisfy custom

ers’ needs better (H
1).

Figure 2. C
om

petences m
anaging resources and business processes of a com

pany

A proposed m
atrix (A

ppendix 1) approves that a 
com

bination of product characteristics depends 
on com

pany core com
petences interconnected 

w
ith its resources and business processes. S

o 
developing core com

petences m
ay increase value 

of com
pany’s products for custom

ers (H
2).

The 
results 

of 
the 

respondents’ 
survey 

are 
presented in Table 1. 

Table 1 show
s that the m

ost im
portant features of 

poultry products for custom
ers in decreasing order 

of 
im

portance 
are 

organoleptic 
characteristics 

(sm
ell, colour, taste, etc.), also being natural and 

nutritious. 
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Table 1. The im
portance of poultry products’ features for custom

ers in Sverdlovsk region, 
R

ussia

*10 – the m
ost im

portant feature, 1- the least im
portant feature

The m
atrix revealing the relationships betw

een 
product features, resources, business processes 
and 

com
petences 

w
as 

developed 
for 

each 
com

pany (see A
ppendix 2 for the m

atrix developed 
for 

a 
poultry 

farm
ing 

enterprise 
‘P

ticefabrika 
‘S

redneuralskaya’). B
ased on the m

atrix the core 
com

petences of every com
pany w

ere identified 
(for exam

ple, core com
petence of ‘P

ticefabrika 
‘S

redneuralskaya’ are being ‘custom
er-oriented’, 

‘innovative’ and ‘easy to train’).

The 
results 

show
s 

that 
although 

organoleptic, 
natural 

characteristics, 
a 

brand, 
a 

country 
of 

origin are very im
portant for the custom

ers, core 
com

petences of leading poultry farm
ing enterprises 

in S
verdlovsk region are m

ostly used to im
prove 

other product features such as a price, a package, 
easiness to m

ake, etc. (Figure 3). 

S
o if R

ussian poultry farm
ing enterprises start to 

develop their identified core com
petences in order 

to m
ake their products m

ore corresponding to the 
custom

ers needs w
e believe they w

ill be able to 
increase the product value, achieve better custom

er 
satisfaction and becom

e m
ore com

petitive in the 
poultry farm

ing m
arket in R

ussia (H
3).

G
eneral discussion

A
lthough no com

pany w
ants to lose its com

petitive 
advantages it is perhaps inevitable in the face 

of grow
ing com

petition in the global m
arkets. 

C
om

panies 
m

ay 
focus 

on 
strengthening 

their 
financial 

position, 
developing 

organisational 
structure, 

reengineering 
business 

processes, 
using different product strategies and technologies. 
O

ur paper suggests using core com
petences to 

m
ake com

pany’s products m
ore corresponding to 

consum
ers’ needs and thus to m

ake a com
pany 

m
ore com

petitive in a m
arket. O

ur research also 
highlights the im

portance of core com
petences 

for 
R

ussian 
poultry 

farm
ing 

enterprises 
w

hich 
feel a lack of external resources for their future 
developm

ent.

M
anagerial im

plications
W

e believe that these conclusions lead to a num
ber 

of 
significant 

im
plications 

for 
R

ussian 
poultry 

farm
ing enterprises. they should be w

ell-inform
ed 

about their custom
ers’ needs and recognise the 

im
portance 

of 
core 

com
petences 

in 
creating 

product benefits for custom
ers. A

ccordingly w
e 

also suggest developing their core com
petences to 

increase consum
ers’ satisfaction and to m

ake the 
com

panies m
ore com

petitive in R
ussian poultry 

farm
ing m

arket.

Figure 3. D
ifferences betw

een existent and desirable by custom
ers com

bination of poultry 
product features 

Future research directions
In no w

ay do w
e suggest that our paper is the 

final w
ord on this topic but w

e hope that it can 
act as a w

ay to open a dialogue on the role of 
core com

petences in the provision of consum
ers’ 

satisfaction. W
e consider that there is a num

ber 
of very interesting questions that rem

ain to be 
answ

ered relative to our research. For exam
ple, 

in our study w
e only looked at the situation in 

poultry 
farm

ing 
industry. 

It 
m

ight 
be 

that 
our 

findings are generalisable to other branches of 
national econom

y. In addition now
adays m

arket 
forces are increasingly m

aking com
panies to deal 

w
ithin their m

ain com
petence as w

ell as develop 
partnerships w

ith each other. Thus future research 
could investigate the role of core com

petencies as 
a basis for strategic alliances’ building. 
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A
bstract

P
eter D

rucker defined the m
arketing concept as 

“the business as seen from
 the custom

er’s point 
of view

.” The custom
er concept is the conduct 

of all m
arketing activities w

ith the belief that the 
individual custom

er should be the central unit 
of analysis and action (K

um
ar, W

erner, 2005). 
M

ajor 
business 

trends 
such 

as 
deregulation, 

globalization, technological convergence, and the 
rapid evolution of the Internet have transform

ed 
the roles that com

panies play in their dealings w
ith 

other com
panies (P

rahalad, R
am

asw
am

y, 2001). 
B

usiness practitioners and scholars talk about 
alliances, 

netw
orks, 

and 
collaboration 

am
ong 

com
panies. In today’s globally com

petitive w
orld, 

custom
ers expect m

ore, have m
ore choices, and 

are less brand loyal (B
est, 2005). The only thing 

that is constant is change. C
ustom

ers w
ill continue 

to changing w
ith regard to needs, dem

ographics, 
lifestyle, 

and 
consum

ption 
behaviour. 

The 
com

panies that survive and grow
 w

ill be the ones 
w

hich understand change and are in the lead, 
often 

creating 
change. 

C
ustom

er 
relationship 

m
anagem

ent (C
R

M
) is one of the basic and m

ost 
crucial elem

ents of the m
arketing philosophy. C

R
M

 
puts in focus the custom

er and their satisfaction in 
such a w

ay that all the com
pany’s activities are 

pointed tow
ards the custom

er. The m
ain aim

 of 
C

R
M

 is to get to know
 the custom

er as w
ell as 

possible, w
hich can help a com

pany deliver better, 
m

ore appropriate and higher added value to the 
custom

er. A strong connection w
ith the custom

ers 
is the key to their satisfaction, especially if this 
connection is attained through recognizing the 
custom

ers’ needs and thus can becom
e one of the 

crucial com
petitive advantages. The m

ain aim
 of 

this paper w
ill be to research C

R
M

 acceptance in 
C

roatia. A desk research is going to be conducted 
w

here 450 leading C
roatian com

panies’ w
eb pages 

are going to be visited. W
hat is being researched 

are the follow
ing elem

ents and there presents: toll 

free telephone num
bers, call centres, help desks 

or service desks as the basic C
R

M
 parts.

K
ey w

ords: C
ustom

er relationship m
anagem

ent 
(C

R
M

), C
R

M
 im

plem
entation, business strategy, 

m
arketing 

philosophy, 
custom

er 
satisfaction, 

C
roatia

m
m

andic@
efzg.hr

tvranesevic@
efzg.hr

Introduction
The Interest in custom

er relationship m
anagem

ent 
(C

R
M

) began to grow
 in the 1990s. R

egardless of 
the size of an organization, businesses are still 
m

otivated to adopt C
R

M
 to create and m

anage 
the 

relationships 
w

ith 
their 

custom
ers 

m
ore 

effectively. A
n enhanced relationship w

ith one’s 
custom

ers can ultim
ately lead to greater custom

er 
loyalty and retention and, also, profitability. In 
addition, the rapid grow

th of the Internet and its 
associated technologies has greatly increased the 
opportunities for m

arketing and has transform
ed 

the w
ay relationships betw

een com
panies and 

their 
custom

ers 
are 

m
anaged 

(N
gai, 

2005). 
C

R
M

 appeared as a new
 concept at the peak of 

the internet boom
. in 1998 jP

M
organ’s analysts 

forecasted that the dem
and for C

R
M

 technology 
w

ould grow
 w

ith double-digit annual rate because 
the Internet w

as causing a quiet revolution in the 
w

ay w
ere custom

ers w
ould dem

and to interact 
w

ith 
com

panies. 
Interestingly 

enough, 
another 

forecast envisioned that com
panies w

ould change 
the w

ay of m
anaging their netw

orks dram
atically 

as a result of the em
ergence of an efficient m

arket. 
A

nother forecast w
as given by E

nron, one of the 
largest com

panies in the U
S

A
, the pioneer in 

bandw
idth trading. M

any m
anagem

ent specialists 
em

braced 
the 

still 
vague 

notion 
of 

custom
er 

relationship m
anagem

ent across m
ultiple channels 
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C

a
s

e
s

and interaction points as “the next big thing”, and 
rushed its im

plem
entation despite the lack of a 

clear definition, vision, and set of best practices, as 
w

ell as w
ithout understanding of the enorm

ity and 
com

plexity of organizational restructuring required 
for a successful C

R
M

 im
plem

entation (K
otorov, 

2003). C
ustom

er relationship m
anagem

ent (C
R

M
) 

is one of the basic and m
ost crucial elem

ents of 
the m

arketing philosophy. C
R

M
 puts in focus the 

custom
er and their satisfaction in such a w

ay that 
all the com

pany’s activities are pointed tow
ards 

the custom
er. The m

ain aim
 of C

R
M

 is to get to 
know

 the custom
er as w

ell as possible, w
hich can 

help a com
pany deliver better, m

ore appropriate 
and higher added value to the custom

er. A strong 
connection w

ith the custom
ers is the key to their 

satisfaction, especially if this connection is attained 
through recognizing the custom

ers’ needs and 
this can becom

e one of the crucial com
petitive 

advantages. In essence, it seem
s quite sim

ple: 
look after your custom

ers and they w
ill look after 

your business. H
ow

ever recent surveys found that 
70 percent of com

panies that had im
plem

ented 
C

R
M

 have found it to be only a m
inor success or 

even a failure (B
ull, 2003). A part of the problem

 is 
that com

panies are applying this technology in the 
absence of a holistic and coherent business strategy 
focused on the custom

er. For m
any, C

R
M

 is about 
“custom

er relationships” only in theory. Judging 
from

 the m
etrics that som

e firm
s use to gauge 

C
R

M
 success, it appears their prim

ary objective 
is to reduce costs through the autom

atization of 
sales/service processes and also by putting m

ore 
responsibility on the custom

er for self-service. 
In other corporations, the purpose of C

R
M

 is to 
gain a short-term

 revenue “lift” through targeted 
offers and cross-sell attem

pts. W
hile im

proving 
efficiency 

and 
increasing 

short-term
 

revenue 
are certainly valid business goals, these aim

s 
are not exactly synonym

ous w
ith building lasting 

relationships. Furtherm
ore, given the size of the 

investm
ent that C

R
M

 often requires, it is unclear 
that these im

plem
entations can be econom

ically 
justified based solely on productivity and short-
term

 
revenue 

im
provem

ents 
(C

rosby, 
2002). 

H
ow

ever, successful im
plem

entation is elusive 
to m

any com
panies, m

ostly because they do not 
understand 

that 
C

r
M

 
requires 

com
pany-w

ide, 
cross-functional, custom

er-focused re-engineering 
of the business process. A

lthough a large portion of 
C

r
M

 is technology, view
ing C

r
M

 as a technology-
only solution is likely to fail. M

anaging a successful 
C

R
M

 im
plem

entation requires an integrated and 
balanced approach to technology, process, and 

people 
(C

hen, 
P

opovich, 
2003). 

Im
portantly, 

w
hether C

R
M

’s adoptive m
om

entum
 in 2000 w

as 
sustainable w

as then uncertain. Follow
ing the 

burst of the dot-com
 bubble, C

r
M

 softw
are sales 

dropped nearly 40 percent in the next three years, 
during w

hich analysts reported that 55-70 percent 
of C

R
M

 im
plem

entation projects failed. B
y 2003, 

how
ever, C

R
M

’s decline seem
ed to have abated. 

S
oftw

are sales w
ere forecasted to grow

 again 
(source: G

artner D
ataquest). A

ccording to a 2003 
survey by B

ain &
 C

om
pany, C

R
M

 adopters reported 
increased satisfaction w

ith their investm
ents and 

82 percent of those surveyed reported that they 
had or planned that year to deploy C

R
M

 (W
ang, 

S
w

anson, 2007). Im
plem

enting C
R

M
 in specific 

departm
ents is not easy and looking for short-term

 
im

provem
ents in perform

ance is not realistic. R
eal 

C
r

M
 im

plem
entation has to be an organization-

w
ide initiative and needs to be strategic in nature. 

In 
general, 

w
e 

can 
say 

that 
the 

com
panies 

w
ith 

C
R

M
 

im
plem

entation 
w

ant 
to 

attract 
new

 
custom

ers, 
increase 

sales 
per 

custom
er, 

reduce costs through im
provem

ents in business 
processes, and im

prove the relationship w
ith the 

custom
er and thus custom

er loyalty. C
R

M
 m

akes 
com

m
unication easier w

ith custom
ers, w

hich is 
a great step forw

ard, but this is just one part of 
C

R
M

. M
any com

panies have collected a lot of 
inform

ation from
 their custom

ers, but have not put 
it to good use. If the m

arketing departm
ent does 

not talk to the people w
ho develop new

 products 
and services, the value of m

uch of the inform
ation 

gathered from
 custom

ers is lost. S
o, C

R
M

 m
ay 

also m
ean changing the nature of com

m
unications 

and relations w
ithin the com

pany. Further aim
s 

w
ill be to detect key pointers of C

R
M

 success. It 
seem

s that the crucial point is the involvem
ent and 

com
m

itm
ent of the people. S

econdly, C
R

M
 has to 

be looked at as a business strategy. It is possible 
to say that the aim

 of C
R

M
 is to im

prove the total 
custom

er experience. The problem
 is that too 

m
any com

panies are focused just on short-term
 

im
provem

ents. The fact is that the total custom
er 

experience is unlikely to be im
proved in short-term

. 
C

om
panies have to be aw

are that they need a 
longer period of tim

e to im
prove elem

ents such as 
quality and quantity of their custom

er inform
ation, 

particularly in large com
panies w

here relations 
w

ith hundreds and thousands of custom
ers are 

difficult to m
aintain. The latest surveys show

ed 
that 

m
arketing 

departm
ents 

are 
too 

focused 
on the brand. A

t the sam
e tim

e it is possible to 
notice that big num

ber of com
panies did not have 

a good understanding of their ow
n custom

ers. 

A
ll the m

entioned points to the sam
e conclusion 

- com
panies need C

r
M

 because they have to 
im

prove their perform
ance. B

ut at the sam
e tim

e 
com

panies do not know
 how

 to im
plem

ent C
R

M
, 

because in essence they do not approach C
R

M
 in 

the proper w
ay. 

C
ustom

er R
elationship M

anagem
ent

P
eter D

rucker defined the m
arketing concept as 

“the business as seen from
 the custom

er’s point of 
view

.” This definition underw
ent further refinem

ent 
w

hen the m
arketing concept w

as proposed as 
a distinct organizational culture, a fundam

ental 
shared set of beliefs and values that puts the 
custom

er in the centre of a firm
’s thinking about 

strategy and operations. The custom
er concept 

is the conduct of all m
arketing activities w

ith the 
belief that the individual custom

er should be the 
central unit of analysis and action (K

um
ar, W

erner, 
2005). M

ajor business trends such as deregulation, 
globalization, technological convergence, and the 
rapid evolution of the Internet have transform

ed 
the roles that com

panies play in their dealings 
w

ith 
other 

com
panies. 

B
usiness 

practitioners 
and scholars talk about alliances, netw

orks, and 
collaboration am

ong com
panies. B

ut m
anagers 

and researches have largely ignored the agent 
that is m

ost dram
atically transform

ing the industrial 
system

s as w
e know

 it: the consum
er (P

rahalad, 
R

am
asw

am
y, 2001). In today’s globally com

petitive 
w

orld, custom
ers expect m

ore, have m
ore choices, 

and are less brand loyal. The only thing that is 
constant is change. C

ustom
ers w

ill continue to 
change 

w
ith 

regard 
to 

needs, 
dem

ographics, 
lifestyle, 

and 
consum

ption 
behaviour. 

The 
com

panies that survive and grow
 w

ill be the ones 
w

hich understand change and are in the lead, 
often creating change. M

any businesses w
ork 

hard to acquire new
 custom

ers, but this is w
here 

the 
custom

er 
relationship 

often 
stops. 

B
efore 

going any further it is im
portant to understand 

the 
difference 

betw
een 

custom
er 

relationship 
m

arketing and custom
er relationship m

anagem
ent 

(B
est, 2005). A

lthough C
R

M
 has becom

e w
idely 

recognized as an im
portant business approach, 

there is no universally accepted definition of C
R

M
 

(N
gai, 

2005). 
C

ustom
er 

relationship 
m

arketing 
includes 

a 
range 

of 
one-on-one 

relationship 
m

arketing program
s based on the level of com

pany 
and 

custom
er 

value. 
C

ustom
er 

relationship 
m

anagem
ent is a high-level custom

er relationship 
m

arketing program
 that attem

pts to build one-on-
one relationships w

ith certain custom
ers w

hen both 

com
pany and custom

er value are high enough to 
w

arrant this level of m
arketing effort (B

est, 2005). 
C

ustom
er relationship m

anagem
ent is som

etim
es 

called custom
er relationship m

arketing, or just 
relationship m

arketing. Tem
poral and Trott (2001) 

prefer not to use the term
 “relationship m

arketing”, 
as it often used to m

ean points program
s such 

as 
frequent 

flyer 
program

s, 
w

hich 
to 

use 
do 

not constitute real C
R

M
. A

ccording to Lee and 
Jun (2007) C

R
M

 com
es from

 the relationship 
m

arketing 
(R

M
) 

literature. 
The 

term
 

R
M

 
w

as 
initially coined by B

erry (1983) w
ho defined it as 

attracting, m
aintaining and enhancing custom

er 
relationships. S

tarkey et al. (2002) prefer to use 
the term

 custom
er m

anagem
ent (C

M
) rather than 

relationship m
arketing or C

R
M

. This is not just 
because of the confusion over term

s but because 
in som

e instances a relationship m
ay be neither 

desired nor appropriate. W
hen custom

ers suggest 
that they do not w

ant a relationship, then com
panies 

should infer that they should not attem
pt to becom

e 
too intim

ate w
ith those custom

ers. S
tarkey et 

al. (2002) suggest that in business-to-business 
m

arketing not all custom
ers w

ant a relationship 
w

ith their suppliers. They (S
tarkey et al. 2002) 

propose the follow
ing definition for C

M
 (C

ustom
er 

m
anagem

ent is about): 

Finding the right custom
ers (those w

ith an 
acceptable current and future net value). 

G
etting to know

 them
 (as individuals or 

groups). 

G
row

ing their value (if appropriate), and 

R
etaining their business in the m

ost efficient 
and effective w

ay. 

It is achieved by com
panies enabling their people, 

processes, policies, suppliers and custom
er-facing 

technologies to m
anage all custom

er interactions 
proactively during each stage of the custom

er 
lifecycle in a w

ay that enhances each custom
er’s 

experience of dealing w
ith the com

pany.

C
R

M
 is all about collaborating w

ith each custom
er 

– being able to create the classic w
in-w

in situation: 
you add value to each custom

er’s daily life, and 
they give you loyalty in return (Tem

poral, Trott, 
2001). In spite of the progress that is being m

ade, 
there is still som

e confusion about the m
eaning 

and im
plications of C

R
M

. In order to illustrate the 
differences in view

s, P
eelen (2005) presents tw

o 
extrem

e and tw
o “standard” definitions. O

ne of 
these definitions originates from

 the M
etagroep, 

••••
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C

a
s

e
s

w
hich, in 2000, defined C

R
M

 as “the autom
ation 

of 
horizontally 

integrated 
business 

processes 
involving 

front 
office 

custom
er 

contact 
points 

(m
arketing, 

sales, 
service 

and 
support) 

via 
m

ultiple, interconnected delivery channels”. In this 
description, C

R
M

 is positioned in the “IT corner”. 
A

ccording to this definition, a com
pany is engaged 

in C
R

M
 if it ensures, for exam

ple, that custom
ers 

are recognised during contact via Internet, by 
telephone or personal contact. C

hoy et al. (2003) 
stated that C

R
M

 is an integration of technologies 
and business process used to satisfy the needs of 
a custom

er during any given interaction. In brief, 
C

R
M

 is a process by w
hich a com

pany m
akes good 

use of custom
er inform

ation to enhance custom
er 

loyalty. The prim
ary goals of C

R
M

 are to: build 
long-term

 and profitable relationships w
ith chosen 

custom
ers; get closer to those custom

ers at every 
point of contact; and m

axim
ize the com

pany’s 
share of the custom

er’s w
allet. In fact, C

R
M

 is 
an inform

ation industry term
 for m

ethodologies, 
softw

are, and usually Internet capabilities that 
help an enterprise m

anage custom
er relationships 

in an organized w
ay. S

im
ply stated, C

R
M

 is about 
finding, getting, and retaining custom

ers. A
ccording 

to K
um

ar and W
erner (2005) C

R
M

 is the practice 
of analyzing and utilizing m

arketing databases 
and leveraging com

m
unication technologies to 

determ
ine corporate practices and m

ethods that 
w

ill m
axim

ize the lifetim
e value of each individual 

custom
er to the firm

. It is possible to conclude 
that C

R
M

 is business strategy and therefore m
ore 

than a functional strategy alone. It affects the 
organisations as a w

hole: m
arketing, IT, service, 

logistics, finance, production and developm
ent, 

H
R

, 
m

anagem
ent, 

etc 
(P

eelen, 
2005). 

A
lso, 

K
um

ar and W
erner (2005) look at C

R
M

 from
 a 

business strategy perspective. The aim
 is to gain 

long-term
 

com
petitive 

advantage 
by 

optim
ally 

delivering value and satisfaction to the custom
er 

and extracting business value form
 the exchange. 

From
 this standpoint, C

R
M

 is the strategic process 
of selecting the custom

ers a firm
 can m

ost profitably 
serve and of shaping the interactions betw

een 
a com

pany and these custom
ers. The goal is 

to optim
ize the current and future value of the 

custom
ers for the com

pany. A
ccording to D

yche 
(2004) it is im

portant to distinguish operational from
 

analytical C
R

M
. O

perational C
R

M
, also know

n as 
“front-office” C

r
M

, involves the areas w
here direct 

custom
er contact occurs. D

yche refers to these 
interactions as custom

er “touchpoints”. R
ecent 

surveys found that 70 percent of com
panies that 

had im
plem

ented C
R

M
 have found it to be only a 

m
inor success or even a failure (d

yche, 2004). in 
order to have good C

R
M

 im
plem

entation strategy 
it is im

portant to (P
eppers, r

ogers, 2004):

Identify custom
ers

D
ifferentiate custom

ers

Interact w
ith custom

ers

C
ustom

ize treatm
ent

This ID
IC

 process im
plem

entation m
odel can also 

be broken into tw
o broad categories of activities: 

analysis and action. The enterprise conducts the 
first tw

o tasks, identify and differentiate, behind 
the scenes and out of the custom

er’s sight: the 
constitute analysis. The latter tw

o tasks interact 
and custom

ize, are custom
er-facing steps that 

require participation on the part of the individual 
custom

er. Visible to the custom
er, they constitute 

action 
(P

eppers, 
r

ogers, 
2004). a

ccording 
to 

Tem
poral and Trott (2001) in creating your C

R
M

 
strategy, it is im

portant that you cover the follow
ing 

areas:

M
ake your com

pany the type of com
pany 

people really w
ant to do business w

ith over and 
over again (through reskilling, restructuring, 
and retooling),

C
reate a m

echanism
 to identify, rew

ard, and 
therefore retain your best custom

ers (through 
custom

er rew
ard and recognition program

s),

C
reate a m

eans to organically grow
 the value 

of your existing custom
er base (through cross-

sealing and up-sealing)

Find new
 custom

ers w
ith the right potential 

(through “m
em

ber get m
em

ber” activities).

Furtherm
ore G

ronroos (2007) stress that good 
C

R
M

 im
plem

entation strategy has to include three 
tactical elem

ents:

To seek direct contacts w
ith custom

ers and 
other business partners

To build a database covering necessary 
inform

ation about custom
ers and others,

to develop a custom
er-centric service system

. 

The 
three 

strategic 
requirem

ents 
set 

the 
strategic base for the successful m

anagem
ent 

of relationships. A
s m

entioned the three tactical 

•••••••••••

elem
ents are required to successfully im

plem
ent 

custom
er m

anagem
ent. 

A
ccording to Zikm

und et al. (2003) failure of 
the 

C
R

M
 

im
plem

entation 
is 

derived 
from

 
the 

follow
ing:

M
anagem

ent and the developers do not have 
a clear understanding or definition of the 
com

ponents or purpose of a C
R

M
 system

M
anagem

ent and the developers define the 
project scope too large

M
anagem

ent fails to com
m

it an executive 
sponsor or cham

pion to the project

M
anagem

ent and developers fail to understand 
the expectations of key constituent groups in 
using the C

R
M

 system

H
ow

ever, 
in 

im
plem

enting 
the 

C
R

M
 

strategy, 
m

anagers m
ust recognize the cultural orientation 

required to energize inter-firm
 com

m
unication and 

know
ledge sharing routines and build innovation 

and 
joint 

action. 
Infrastructure 

alone 
w

ill 
not 

build relationship bridges w
ith strategic partners 

nor leverage the resources that lie w
ithin those 

partners. Thus, m
anagers w

ill need to ensure that 
processes are in place to stim

ulate new
 ideas 

about relationship m
anagem

ent and to capture 
current 

know
ledge 

about 
relationship 

practice 
and 

productivity 
(jarratt, 

2008). 
a

ccording 
to 

N
gai (2005) C

R
M

 has attracted the attention of 
practitioners and academ

ics but results presented 
in research have several im

portant im
plications:

There is no doubt that research on C
R

M
 w

ill 
increase significantly in the future based on 
past publication rates and the increasing 
interest in this area. 

76 out of 205 articles w
ere related to IT and 

IS
. IT and IS

 play an im
portant role in the 

developm
ent and im

plem
entation of C

R
M

. 

There are relatively few
er articles discussing 

custom
er privacy in C

R
M

. 

A large portion of the review
ed articles w

ere 
related to “G

eneral, concept, and study” and 
“M

anagem
ent, planning, and strategy” for 

C
R

M
 because C

R
M

 is still a new
 phenom

enon 
for m

any businesses. M
ost of these articles 

conceptually described C
R

M
 in a general w

ay. 

••••••••

R
esearch

For the purposes of this paper a desk research 
has been conducted in M

arch of 2009. The aim
 

w
as to visit 450 w

eb pages of the leading C
roatian 

com
panies and, therefore, to confirm

 the presence 
of toll free telephone num

bers, call centres, help 
desks or service desks. The focus of the research 
w

ere all com
panies on the C

roatian m
arket, w

hich, 
according to their revenue and profit, belong in 
the group of the m

entioned 450 com
panies. the 

m
ost com

panies in question show
ed that in the 

statem
ent of the m

ission and vision they put their 
custom

ers first. H
ow

ever, reality presents deferent 
C

R
M

 results. This research is very im
portant in its 

approach because it offers a realistic presentation to 
w

hich extent C
R

M
 is im

plem
ented on the C

roatian 
m

arket. H
ad C

roatian m
anagers been asked about 

the im
portance of their custom

ers, the answ
ers 

w
ould show

 that the m
ost of them

 are introduced 
w

ith the im
portance of C

R
M

. Furtherm
ore, the 

answ
ers w

ould surely reveal that the m
anagers 

consider their custom
ers to be the greatest and 

the m
ost im

portant value of the business. In case 
they did not have the im

plem
ented C

R
M

 strategy, 
they w

ould in all probability say that they plan to 
im

plem
ent it. U

nfortunately, the research results 
show

 a com
pletely different situation. O

ut of 450 
com

panies in focus, only 29 have the toll free 
telephone num

ber as a part of their w
eb site. O

ut 
of 29 com

panies w
ith a toll free telephone num

ber, 
4 belong to the telecom

m
unication sector, 9 to the 

production of fast consum
ing products, 6 belong 

to the banking sector, 2 to the retail sector, 1 is 
a construction com

pany, 2 are car dealers, 1 
is a gam

es of chance com
pany, 2 belong to the 

production 
and 

distribution 
of 

IT 
equipm

ent, 
1 to building equipm

ent and 1 to new
spapers 

distribution. These exam
ples point out the fact 

that C
R

M
 strategy is possible to im

plem
ent in 

various fields of business. It is interesting that 
in the top 10 com

panies, as m
any as 7 offer toll 

free telephone num
bers, w

hereas in the first 100, 
only 14 com

panies have the toll free telephone 
option on their w

eb page. M
oreover, there are 

23 com
panies am

ong 100 firsts w
ho do not have 

a w
eb page at all. It is a defeating fact that out 

of 
450 

top 
C

roatian 
com

panies, 
according 

to 
revenue and profit, as m

any as 123 do not have 
a w

eb page. C
onsidering the influence of the 

Internet and the W
orld W

ide W
eb as one of the 

m
ost significant tools of com

m
unication w

ith the 
custom

ers, 
the 

above 
m

entioned 
inform

ation 
gains even m

ore im
portance. the rem

aining 298 
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com
panies w

hich do have a w
eb site but do not 

have the toll free telephone, a call centre, a help 
desks or a service centre, offer contacts w

hich 
give the custom

ers a chance to com
m

unicate 
w

ith the com
pany. In observation of such possible 

contacts, the e-m
ail has show

n as the dom
inating 

tool of com
m

unication. In conclusion, even if the 
m

ajority of the leading C
roatian com

panies put 
their custom

ers first, or at least m
ention them

 
in that context in their statem

ent of m
ission and 

vision, on daily basis they are not treated as such. 
Therefore, w

e can say that in C
roatia C

R
M

 is on a 
low

 level of acceptance. 
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Introduction
Tourism

 as a classic interdisciplinary field in science 
has received an im

pressive research coverage 
over 

the 
last 

couple 
of 

decades. 
D

isciplines 
as 

diverse 
as 

sociology 
(i.e. 

C
ushm

an, 
Veal 

and Zuzanek, 1996), geography (i.e. C
oppock, 

1982), econom
ics (i.e. G

ratton and taylor, 1995), 
psychology and social psychology (i.e. P

earce 
and 

S
tringer, 

1991), 
history 

and 
anthropology 

(i.e. N
ash and S

m
ith, 1991), political science (i.e. 

M
atthew

s and R
ichter, 1991) or philosophy (i.e. 

d
are, W

elton and C
oe, 1987) have all addressed 

tourism
 

issues 
and 

applied 
their 

idiosyncratic 
perspectives. M

any correlations of behavioural 
factors 

have 
been 

investigated 
and 

a 
good 

num
ber of substantiated behavioural patterns led 

to typologies of m
ajor or m

inor im
portance (D

ann, 
1996 ;R

yan, 1997). H
ow

ever, in an environm
ent 

w
hich is clearly dom

inated by hum
an beings and 

their actions, it com
es as a surprise to realize that 

m
ost of the research efforts seem

 to be trying to 
keep clear of the corpus delicti: the tourist him

self/
herself. Indeed, an overw

helm
ing proportion of the 

research output lim
its itself to reducing behaviours 

to num
erical data and to draw

ing conclusions 
from

 
this 

conveniently 
shaped 

statistical 
data. 

This has resulted in m
athem

atically sound and 

irrefutable 
findings 

but 
w

ith 
rather 

insufficient 
contribution 

in 
term

s 
of 

deeper 
understanding 

of the phenom
enon under consideration (C

oles, 
2004). the com

plexities of tourists’ behaviour w
ith 

its m
any facets have been largely overlooked in 

the past. O
nly recently, som

e research has been 
conducted w

ith the tourist and the m
any qualitative 

aspects involved in m
ind. 

N
ot 

surprisingly, 
the 

situation 
concerning 

the 
partial 

aspect 
of 

souvenirs 
and 

the 
souvenir 

consum
ption is in a deplorable state. A num

ber 
of researchers have tried to generate know

ledge 
based on the application of quantitatively inform

ed 
m

ethods of investigation (Littrell and B
aizerm

an, 
1994). a

nd again, the lack of attention directed 
tow

ards 
the 

centre 
of 

gravitation, 
the 

tourist, 
is am

azing. In consequence, it w
as decided to 

devote the entire scope of a P
hD

 thesis to the 
exploration 

and 
building 

of 
know

ledge 
in 

this 
field through qualitative m

ethods and techniques. 
Therefore, this paper is to be seen as one single 
com

ponent in a series of investigations (interview
 

w
ith souvenir buyers, com

m
ents collected from

 
souvenir retailers, analysis of situation as seen 
by local tourism

 authorities, etc) carried out by 
the author, ultim

ately leading to a better grounded 
understanding of tourists’ behaviours in the context 
of souvenir consum

ption.

R
egardless of the respective investigation strategy 

adopted, the literature consistently suggests a 
rather lim

ited num
ber of m

ethods of data collection 
for the qualitative arena (B

urns, 2000 ;C
resw

ell, 
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2003). Three m
ajor stream

s can be identified: a) 
observations in its various form

s and degrees of 
interaction, ranging from

 a fully passive stance to 
an alm

ost com
plete integration w

ith the sam
ple 

under 
investigation; 

b) 
analysis 

of 
docum

ents 
w

hich help to detect categories used and lines 
of com

m
unication; c) qualitative interview

s w
hich 

are 
probably 

the 
m

ost 
w

idely 
used 

m
ethod 

w
ithin qualitative inquiries (Jennings, 2005). The 

qualitative interview
 m

ust be seen and understood 
as 

a 
non 

or 
partially 

structured 
exchange 

of 
inform

ation betw
een the inquirer and the inform

ant 
and it stands in sharp contrast to the quantitative 
interview

 
w

hich 
prim

arily 
serves 

to 
efficiently 

gather inform
ants’ responses to a clearly delim

ited 
series of m

ostly closed questions …
 and answ

ers 
expressed as a point on som

e sort of Likert scale. 
A

lthough the qualitative interview
 is often used and 

has received considerable attention in research 
m

ethodology literature, m
any users w

ould agree 
that the m

ost notable disadvantage of this m
ethod 

consists in the fact that interview
er and inform

ant 
typically need to be present at the sam

e tim
e at 

the sam
e location w

hich, in turn, leads to planning 
challenges and high costs for travel. 

Internet M
ediated R

esearch (IM
R

)
The w

orld w
ide w

eb could serve as a viable 
alternative in that it is able to m

itigate the physical 
distance betw

een researcher and inform
ant to a 

virtual one and it provides com
m

unication features 
w

hich could em
ulate a conversation in physical 

presence. The term
 ‘Internet M

ediated R
esearch’ 

(M
adge et al., 2008) is often used in discussions 

against this background. A
t first sight, one w

ould 
interpret this term

 as a signpost guiding the w
ay to a 

new
 area of research thanks to the blessings of the 

internet. This interpretation is vague and m
isleading 

though. 
The 

real 
value 

of 
the 

new
ly 

created 
acronym

 IM
R

 is that it flags out the existence of 
m

odified versions of traditional research m
ethods 

based on the possibilities placed at our disposal 
by the w

orld w
ide w

eb. B
est and k

rueger (2004 
p.85) rem

ind us in this context that “balancing the 
possibilities and pitfalls of internet data collection 
is neither sim

ple nor straightforw
ard. S

cholars 
cannot m

erely adopt the practices of traditional 
com

m
unication m

odes, but m
ust approach the 

internet as a unique m
edium

 that necessitates 
its ow

n conventions”. In the area of C
om

puter 
M

ediated 
C

om
m

unication 
C

M
C

 
(O

pdenakker, 
2006), there are actually three m

odified tools 
w

hich the author considers w
orthw

hile considering 

in m
ore detail in the context of souvenir research: 

a) internet-based questionnaires; b) realtim
e voice 

chats; c) synchronous text-based chats. internet-
based questionnaires have quickly gained w

ide 
acceptance m

ostly because they are very quick to 
set up, easy to adm

inister and they hardly generate 
any printing and distribution costs. The reason for 
its popularity is at the sam

e tim
e also the back side 

of the m
edal. B

ecause so m
any researchers benefit 

from
 the obvious advantages of this data collection 

m
ethod, 

potential 
inform

ants 
see 

them
selves 

flooded w
ith requests to fill in online questionnaire 

form
s. H

ence, they often outright refuse to devote 
tim

e to this activity leading to a drastic drop in 
response rates (M

adge et al., 2008). the saturation 
phase of this m

ethod unfortunately seem
s to be 

reached already. R
eal tim

e voice chats are the 
equivalent to telephone calls over the internet. 
S

kype is probably the m
ost popular application 

w
hich allow

s a synchronous conversation over the 
internet and the addition of real tim

e video signal 
is possible and indeed helpful in som

e cases. In 
term

s of scientific research, it is argued that a 
S

kype-based conversation follow
s the sam

e rules 
as the classic telephone interview

 and the reader 
is referred to the corresponding standard literature 
for m

ore in-depth inform
ation about advantages 

and 
challenges 

faced 
(for 

instance 
C

arr 
and 

W
orth, 2001). From

 the technological point of 
view

, synchronous text-based chats, also called 
chat boxes, represent a form

at of com
m

unication 
w

hich is not really new
. S

uch chat platform
s cam

e 
into existence w

ith the advent of the early internet 
w

hich w
as dom

inated by text-based interfaces. 
S

urprisingly, this type of com
m

unication interface 
has survived so far and it has even gained new

 
adm

irers. 

S
ynchronous text-based chats as a 

prom
ising tool in souvenir research

The underlying logic is straightforw
ard and the 

technology involved is quickly explained. a text-
based chat consists of tw

o or m
ore people sitting 

sim
ultaneously in front of their respective P

C
s 

and com
m

unicating by typing in m
essages in an 

appropriate interface w
hich, in turn, is connected 

to the other com
m

unication partner(s) by m
eans 

of the internet. The com
m

unication is realtim
e 

w
hich m

eans that as soon as one participant has 
finished entering his text and confirm

ed it by hitting 
the enter button, the sam

e m
essage appears 

instantly on the screens of the other participant(s). 
text-based chats are indeed very popular in m

any 

online com
m

unities because they are easy to use 
and fully transparent. The typical configuration 
consists of tw

o people exchanging m
essages w

ith 
each other. A

lthough the inclusion of additional 
chat partners is technically feasible, it is often not 
desirable to go beyond the tw

o standard partners 
for tw

o m
ain reasons: a) experience show

s that 
several 

people 
ham

m
ering 

in 
their 

respective 
m

essages often leads to a type of conversation 
w

hich is hard to structure and difficult to lead to 
a com

m
on goal; b) w

ith m
any people contributing 

to the discussion, the airtim
e of each individual 

is reduced to an unbearable m
inim

um
 and this 

alm
ost autom

atically leads to a drop in m
otivation 

and interest.

W
hy 

should 
a 

text-based 
chat 

be 
particularly 

appropriate for souvenir research? A
fter going 

through a series of nearly a dozen conventional 
in-depth un- or sem

i-structured interview
s in a 

face-to-face setting each lasting 60 to 90 m
inutes, 

it 
appeared 

that 
the 

inform
ation 

gained 
w

as 
satisfactory but not m

ore than that. It seem
ed to the 

author that social pressures and pow
er relations 

(Jennings, 2005) biased the flow
 of inform

ation and 
indeed the outcom

e of the conversation unduly. 

In a recent paper, O
pdenakker (2006) presents 

a research project carried out in the context of 
virtual team

s w
ith m

em
bers stationed all over 

E
urope. O

ne of the findings and arguably the 
m

ost influential for this study, culm
inates in the 

observation that discussions in a virtual space 
by 

m
eans 

of 
a 

synchronous 
text-based 

chat 
often lead “to a higher level of spontaneous self-
disclosure” (O

pdenakker, 2006 p.7). This appraisal 
is also supported by Joinson (2001) w

ho points 
out that visually anonym

ous participants divulge 
m

ore details about them
selves then inform

ants 
w

ho are in visual contact w
ith the researcher. A

nd 
O

pdenakker 
(2006) 

considerably 
extends 

this 
view

 by adding his experience in that inform
ants 

asked about their attitudes m
ost often prefer the 

interview
 to take place by m

eans of a chat box 
over 

the 
traditional 

face-to-face 
setting. 

“the 
chance that the interview

ee w
ill give richer and a 

socially undesirable answ
er is higher” (p.7). A m

ore 
direct and less filtered access to souvenir buyers’ 
attitudes and perceptions thus represented the 
m

ain m
otivator to explore synchronous text-based 

chats in connection w
ith this study.

Taking into consideration the current structure of 
incom

ing tourists in Zurich on one hand side and the 
m

arketing efforts announced by the Zurich Tourist 

A
uthorities targeting a considerable increase in the 

proportion of B
ritish travellers visiting this city, the 

actual sam
pling fram

e w
as defined accordingly. 

H
ence, m

easures w
ere taken to recruit the needed 

num
ber of B

ritish tourists w
ho had visited Zurich in 

the last tw
o years. D

raw
ing from

 this pool of potential 
inform

ants, six such interview
s w

ere conducted in 
a pilot phase and the insights gained are indeed 
surprising. in com

parison to the traditional face-to-
face interview

 the follow
ing advantages em

erged: 
a) 

direct 
expression 

of 
thoughts; 

b) 
tim

e 
to 

reflect; c) concentration on m
essage; d) intim

acy. 
Throughout these interview

s, the author gained 
the im

pression that he w
as given m

uch closer 
access to em

otions and feelings of the inform
ant. 

S
uddenly, 

social 
acceptability 

and 
expected 

behaviour filters seem
ed to have vanished or at 

least be greatly reduced in their im
portance. The 

interview
 partners w

ere perceived as w
orrying 

m
uch less about defending their position w

ithin 
society 

or 
voicing 

socially 
undesirable 

issues, 
such as liking ‘kitsch’. – a text-based chat form

at 
offers the real luxury of our tim

es: tim
e. It seem

ed 
to the author that inform

ants greatly appreciated 
the alm

ost com
plete absence of tim

e pressure. 
This 

resulted 
in 

m
ore 

tim
e 

available 
for 

the 
inform

ant to reflect and to finally w
rite dow

n w
hat 

is really im
portant to him

/her instead of hastily 
satisfying the interview

er’s curiosity by typing in 
long pre-defined form

ulas and thoroughly tested 
behavioural patterns. – In the absence of visual 
clues or the consideration thereof, the inform

ants 
w

ere experienced to concentrate m
uch m

ore on 
the m

essage and its m
eaning. S

ince there is no 
im

m
ediate recursive procedure w

hich w
ould allow

 
the inform

ant to validate, tem
per or fortify his 

statem
ent retroactively, the m

essage sent m
ust 

properly capture one’s ideas and not let room
 

for speculation or interpretation at the discretion 
of the m

essage receiver. – P
revious research on 

souvenirs by the author show
s that the act of buying 

souvenirs is indeed a very intim
ate undertaking 

and such details are only divulged to close friends 
…

 or com
plete strangers (C

olvin and Longueuil, 
2001). S

urprisingly, w
ith the interview

er w
ho is 

seen as a stranger on one side and the text-based 
chat as a com

m
unication platform

 on the other, the 
com

bination of the tw
o elem

ents w
arrants a level 

of fam
iliarity w

hich favours the release of even the 
m

ost intim
ate view

s and appraisals.

C
hristians 

and 
C

hen 
(2004 

p.18) 
m

ake 
one 

im
portant point: “N

ew
 technologies not only offer 

fresh opportunities for research but also im
pose new

 
lim

itations”. H
ence, one could reasonably argue 
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that the lack of physical closeness is also a source 
of less positive aspects, such as the im

possibility 
to interpret non-verbal language or the insecurity 
in term

s of the flow
 of com

m
unication (w

hy is there 
no im

m
ediate answ

er?). It has been show
n earlier 

that the absence of non-verbal inform
ation in this 

setting m
ight lead to a m

ore focused and m
ore 

honest expression of thoughts w
ith a m

inim
um

 
of distraction. H

ow
ever, in certain cases there 

m
ight be a need to counterbalance the lack of 

non-verbal signals by the conjoint adaptation of 
a set of com

m
unication conventions, such as the 

w
ell know

n range of sm
ilies to illustrate a state of 

m
ind or, even m

ore straightforw
ard, the com

m
on 

understanding that non-verbal expressions should 
consciously and w

illingly be expressed in a verbal 
form

at by adopting ‘internet slang’ or ‘text speak’ 
(*lol*, *rising eyebrow

s*, …
). In a sim

ilar vain, the 
insecurity about the flow

 of inform
ation can be 

reduced by deciding on a specific textual signal to 
flag the end of a statem

ent (e.g. * or //).

C
onclusion

In the context of attitude and perception research, a 
text-based chat form

at can be a helpful addition to 
the qualitative research toolkit. The m

ethod offers 
closeness and distance at the sam

e tim
e and it 

supports a higher degree of freedom
 in exchange 

of thoughts w
hile w

arranting the intim
acy of the 

inform
ant. Indeed, the outcom

e of this investigation 
is fully consistent w

ith w
hat S

pears and lea (1994 
p.435) had alluded to back in 1994: “u

nder the 
protective cloak of anonym

ity users can express 
the w

ay they truly feel and think”. H
ow

ever, a 
num

ber of usage specific am
endm

ents to the 
form

at should be considered to m
ake it even m

ore 
suitable for social research. O

n the one hand, 
there should be a visual signalling device w

hich 
indicates w

hen the inform
ant is actually typing in a 

m
essage. S

kype, for instance, in its short m
essage 

service features a pen-like icon w
hich starts m

oving 
w

hile the inform
ant is keying in a m

essage. S
uch 

functionality w
ould ease the flow

 of inform
ation 

and reduce the level of insecurity. It w
ould even 

allow
 to acknow

ledge and assess idle tim
e and to 

interpret its occurrence w
ithin the context of the 

conversation. O
n the other hand, the delete- and 

return-function should be blocked out to w
itness 

the m
ost genuine flow

 of thoughts possible. This 
lim

itation should not be understood as an unfair 
infringem

ent in respondents’ w
ay of expression. It 

is m
uch m

ore the equivalent of original speech in 
w

hich it is not possible either to delete or rew
ind 

in order to bolster a given statem
ent. H

ew
son et 

al. (2003 p.144) sum
m

arize the overall situation as 
follow

s: “W
hile w

e believe that internet-m
ediated 

prim
ary research has great potential, it is still in 

its infancy. The technologies and procedures need 
researching further”.
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A
bstract

This 
research 

focused 
on 

city-of-location 
vs. 

region-of-location nam
ing strategies and show

ed 
that university nam

ing is a tool for influencing 
its 

perceived 
credibility, 

im
age 

and 
enrolm

ent 
intention. A

n experim
ental study w

as carried out 
on a sam

ple of 200 students at an untested Italian 
university, w

ho w
ere recruited as potential users 

living outside of the tested areas of three different 
existing Italian universities w

ith a region-of-location-
based nam

e (i.e., the U
niversity of Insubria, the 

U
niversity of S

annio, and the U
niversity of Tuscia). 

These w
ere paired w

ith as m
any experim

entally 
m

anipulated 
fictitious 

city-of-location-based 
university nam

es (i.e., the U
niversity of Varese 

and C
om

o, the U
niversity of B

enevento, and the 
U

niversity of Viterbo, respectively). A close-ended 
questionnaire w

as developed for each university, 
containing tw

o dichotom
ic m

easures regarding 
the recognition of the university location and the 
nam

e preference, respectively. For each of the 
six 

experim
ental 

conditions 
(three 

universities 
x tw

o nam
ing strategies), the questionnaire also 

contained: 
a 

three-item
 

seven-point 
perceived 

credibility 
scale, 

based 
on 

O
hanian’s 

(1990) 
approach; 

a 
ten-item

 
university 

perceived 
personality 

scale, 
based 

on 
the 

Five-Factor 
M

odel (cf. D
igm

an 1990); a com
posite m

easure 
of enrolm

ent intention; and a 12-item
 seven-point 

“place-of-origin” 
im

age 
scale, 

developed 
from

 
P

isharodi 
and 

P
aram

esw
aran’s 

(1994) 
study. 

R
esults show

ed that experim
ental subjects w

ere 
m

ore able to recognise investigated universities 

and their locations w
hen their nam

es integrate the 
city rather than the corresponding geographical 
region w

here such institutions are located. They 
also show

ed that potential users prefer a city-of-
location-based nam

e to a region-of-location-based 
one. P

erceived credibility levels of the investigated 
universities w

ere found to be higher w
hen their 

nam
es integrate the city of location rather than 

the corresponding geographical region. R
esults 

of a repeated m
easures A

N
O

VA carried out on 
perceived personality scores show

ed significant 
effects of university nam

ing strategy on im
age 

profile. B
oth the “place-of-origin” im

age and the 
enrolm

ent intention w
ere also found to be higher 

w
hen university nam

es integrate the city of location 
rather than the corresponding regional context. 
B

oth theoretical and operational im
plications are 

discussed.

K
ey w

ords. E
nrolm

ent intention, H
igher education 

m
arketing, N

am
ing strategies, U

niversity branding, 
U

niversity perceived im
age 

g.guido@
econom

ia.unile.it

Introduction
U

niversities are increasingly m
aking use of branding 

strategies to m
arket them

selves w
orldw

ide, due 
to a grow

ing com
petition in the higher education 

sector (H
em

sley-B
row

n and G
oonaw

ardan 2007). 
U

niversities are organisations w
hich are com

peting 
in the international m

arkets for attracting talented 
students, skilled academ

ics and em
ployess, as 

w
ell as better resources in general. Therefore, 

they are seeking to develop and project a positive 
and distinctive im

age to their m
ain audiences (i.e., 

students, faculty, and technical-adm
inistrative staff 

m
em

bers) by im
plem

enting m
arketing principles 

and branding strategies (Low
rie 2007). 

This research focused on the effectiveness of 
university nam

ing strategies as a relevant issue 
in traditional brand m

anagem
ent literature (e.g., 

R
iezebos 2002). B

randing research in general 
has show

n that nam
ing strategies are of relevant 

im
portance for both products (e.g.,K

link 2001) and 
organisations  (e.g., K

oku 1997), as a nam
e m

ay 
influence their perceived im

ages. A nam
e m

ay be 
designed to m

ake reference to key characteristics 
of the object (i.e., a product or an organisation) and 
to convey its relevant benefits, thereby delivering 
the “prom

ise” to be kept for satisfying users. A nam
e 

m
ay also im

pact on brand aw
areness and recall 

to the extent that it is m
eaningful and m

em
orable, 

that is, capable of creating strong associations 
in consum

ers’ m
em

ory (cf. K
eller, H

eckler and 
H

ouston 1998). For exam
ple, m

eaningless nam
es, 

that 
is, 

those 
nam

es 
w

hich 
are 

sem
antically 

abstract and do not contain concrete reference 
to their objects, tend to inhibit the developm

ent of 
these associations and to com

m
unicate that the 

related objects are based on intangible attributes. 
This im

plies that a nam
ing strategy contributes 

to the developm
ent of a sustainable com

petitive 
advantage of differentiation, by helping its object 
reach a distinctive position in the m

arketplace, w
ith 

respect to its actual and potential com
petitors. 

U
niversity nam

es usually m
ake reference to the 

territory 
w

here 
these 

institutions 
are 

located. 
M

ore specifically, such nam
es often integrate the 

city w
here the university has the head office (for 

exam
ple, the U

niversity of C
hichester), w

hereas 
they 

som
etim

es 
include 

the 
corresponding 

w
hole region – nam

ely, the geographical region 
– 

of 
location 

(for 
exam

ple, 
the 

U
niversity 

of 
W

est S
ussex). This clearly results from

 different 
nam

ing strategies w
e refer to as either a city-of-

location or a region-of-location university nam
ing. 

C
hoosing an appropriate nam

e for a university is 
a relevant decision for its m

arketing m
anagers, as 

this m
ay affect potential users’ ability to recognise 

the 
institution 

and 
its 

geographical 
location, 

as w
ell as its perceived credibility, im

age and 
ultim

ately the users’ intention to interact w
ith it 

(e.g., 
potential 

students’ 
enrolm

ent 
intention). 

The present research investigated these potential 
effects deriving from

 the adoption of either a 

city-of-location 
or 

a 
region-of-location 

nam
ing 

strategy by university m
anagem

ent. The attem
pt 

to relate specific nam
ing strategies to perceptual 

variables (such as the university perceived im
age 

and credibility), as w
ell as to users’ choices and 

behaviours (such as preferences and intention), 
is new

 in this field. The traditional research on 
higher education m

arketing has in general focused 
on other variables w

hich tend to be not directly 
m

anageable by university m
arketers. These are, 

for exam
ple, socio-econom

ic variables such as 
students’ financial situation, as w

ell as university 
location cost of living, including accom

m
odation 

and travelling expences, the degree of proxim
ity 

of cam
puses’ locations to the users’ hom

e city or 
country, and opinions of relevant others, such as 
fam

ily and friends (see S
hanka, Q

uintal and Taylor 
2005, for a review

). 

The rem
ainder of the article is organised as follow

s: 
the next section w

ill illustrate the research purpose 
and objectives; the third section w

ill decribe the 
m

ethodology and the related procedure follow
ed; 

the fourth section w
ill report results obtained from

 
an experim

ental study; w
hereas the fifth section w

ill 
discuss theoretical and m

arketing im
plications. 

R
esearch purpose and objectives

a 
city-of-location 

nam
ing 

strategy 
has 

been 
defined as the choice of integrating the city w

here a 
university is located in its nam

e, w
hereas a region-

of-location nam
ing strategy has been defined as 

the choice of integrating the geographical region 
w

here the university is located in its nam
e. The 

purpose of this research w
as to exam

ine w
hether 

these nam
ing strategies can be adopted as a 

m
arketing tool for influencing potential users’ (i.e., 

students’) perception of the target institution and 
its geographical location. This general purpose 
w

as articulated in four specific objectives. The 
first research objective w

as to investigate the 
effects of these nam

ing strategies on the ability of 
potential users residing outside the geographical 
region of reference to recognise the university 
and its location. C

om
pared to cities and tow

ns, 
geographical regions refer to larger areas w

hich are 
hom

ogeneous from
 a geographical point of view

 
and, therefore, are delim

ited by natural boundaries 
(e.g., a valley, a coastal plain). They often lack 
adm

inistrative boundaries, as the corresponding 
territory m

ay not be under the exclusive jurisdiction 
of a local governm

ent. Therefore, there is reason to 
believe that individuals in general tend to recognise 
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cities and tow
ns better than geographical regions. 

It is therefore possible to hypothesise that potential 
users residing outside the target area recognise 
universities 

adopting 
a 

city-of-location 
nam

ing 
strategy better than universities adopting a region-
of-location one. B

y allow
ing a better recognition 

of the target institution and its location, a city-of-
location-based nam

e could also be preferred to a 
region-of-location-based one. 

The second research objective w
as to exam

ine 
the potential effects of these nam

ing strategies on 
university perceived credibity. P

erceived credibility 
is a construct that has often been referred to 
individual spokepersons as sources of inform

ation. 
O

hanian 
(1990) 

defined 
perceived 

credibility 
as the extent to w

hich a source is deem
ed to 

be believable and related this construct to three 
m

ain subdim
ensions: (1) expertise, that is, the 

extent to w
hich a com

m
unicator is perceived to 

be a source of valid assertions about the object 
and/or the m

essage; (2) trustw
orthiness, w

hich is 
the degree of confidence in the com

m
unicator’s 

intent 
to 

com
m

unicate 
the 

assertions 
he/she 

considers 
m

ost 
valid; 

and 
(3) 

attractiveness, 
w

hich is generally referred to as the pleasant 
physical appearance of the source and, to a 
lesser extent, to his/her em

otional attractivenss. 
This 

approach 
has 

been 
extensively 

adopted 
for 

describing 
endorsers’ 

perceived 
credibility 

in advertising contexts (e.g., G
uido and P

eluso 
2004, 2009), w

hereas it has been seldom
 applied 

to organisations like universities (e.g., G
oldsm

ith, 
Lafferty and N

ew
ell 2000; N

ew
ell and G

oldsm
ith 

2001). The present research follow
ed O

hanian’s 
(1990) approach in order to address this research 
objective and, therefore, to show

 w
hether different 

nam
ing strategies influence universities’ perceived 

credibity, to the extent that their nam
es affect their 

expertise, 
trustw

orthiness 
and 

attractiveness 
as perceived by users. N

otably, w
hen applied to 

organisations, the attractiveness dim
ension m

ust 
be interpreted at large as users’ perception of the 
extent to w

hich these organisations are capable of 
attracting and m

otivating individuals and potential 
applicants to interact w

ith them
. 

The 
third 

research 
objective 

w
as 

to 
verify 

w
hether these nam

ing strategies exert an effect 
on universities’ perceived im

age. The concept of 
perceived im

age has been w
idely investigated 

in m
arketing research w

ith respect to branded 
products. It has been often described through the 
m

ethaphor of “hum
an personality”. B

ased on this 
psychological 

conceptualisation, 
A

aker 
(1997) 

defined brand personality as a m
ultidim

ensional 
construct regarding the set of hum

an characteristics 
consum

ers tend to ascribe to a branded product. 
This 

approach 
has 

been 
recently 

applied 
to 

organisations for describing their perceived im
age 

and reputation in general (D
avies et al 2001). 

S
laughter and colleagues (2004) adapted a

aker’s 
(1997) 

definition 
and 

described 
the 

construct 
of organisation personality as the set of hum

an 
characteristics perceived to be associated w

ith 
an organisation. In line w

ith this view
, the present 

research applied the personality concept to assess 
universities’ perceived im

age and verify w
hether 

specific nam
ing stragies influence their personality 

profiles. 

A
nother im

portant aspect dealing w
ith the im

age 
concept regards how

 universities are perceived by 
individuals residing outside the region w

here such 
higher education institutions are located. B

oth 
city-of-location 

and 
region-of-location 

university 
nam

es contain a clear cue to the surrounding 
territory, nam

ely, a specific city or a larger region 
of reference. This im

plies that individuals residing 
outside the target area perceive universities that are 
differently nam

ed also in relation to the perceived 
im

age they hold for the specific territory of university 
location. In destination branding literature, a place 
perceived im

age has been defined as the general 
schem

atic representation individuals form
 of a 

place, based on their ow
n believes, ideas and 

im
pressions deriving from

 both direct and indirect 
interaction experiences w

ith that territory (G
overs, 

G
o and K

um
ar 2007; Tasci, G

artner and C
avusgil 

2007). O
n the other hand, the m

arketing literature 
has traditionally referred to the influence of a 
specific place’s im

age on international consum
ers’ 

perception of products m
ade in its territory as the 

country-of-origin effect (e.g., insch and M
cB

ride 
2004; li, M

urray and S
cott 2000; P

aram
esw

aran 
and P

isharodi 1994). this effect has often been 
explained through the hypothesis that perceivers 
hold specific stereotypes of single countries and 
places in general, in term

s of values, sym
bols 

and social norm
s, w

hich affect their perception 
of local products (Verlegh and S

teenkam
p 1999). 

The present research sought to verify w
hether a 

sim
ilar phenom

enon also exists for universities, 
to the extent that their nam

es contain an extrinsic 
cue to the territory of location. B

y follow
ing the 

sam
e term

inology as used by other researchers in 
this field, w

e referred to such a potential effect as 
either a “city-of-origin” or a “region-of-origin” effect, 
depending on w

hether a target university has 

adopted a city-of-location or a region-of-location 
nam

ing strategy.

The fouth research objective w
as to verify w

hether 
these nam

ing strategies affect users’ intention to 
interact w

ith universities. In particular, the study 
focused on students as a relevant target of users. 
This effect w

as therefore assessed w
ith respect to 

their enrolm
ent intention, as an indirect indicator of 

behavour (cf. A
jzen 1991). 

M
ethodology

The four research objectives w
ere verified in an 

experim
ental study carried out on a sam

ple of 200 
students (43%

 M
, 57%

 F) at an untested italian 
university. They w

ere recruited as potential users 
living outside of the tested areas w

here three 
different existing Italian universities w

ere used 
as experim

etanl stim
uli. These w

ere universities 
w

ith actual region-of-location-based nam
es: the 

“U
niversity of Insubria”, the “U

niversity of S
annio”, 

and the “U
niversity of Tuscia”. These universities 

w
ere paired w

ith as m
any m

anipulated fictitious 
city-of-location-based nam

es, in a w
ithin-subjects 

experim
ental design, respectively: the “U

niversity of 
Varese and C

om
o”, the “U

niversity of B
enevento”, 

and the “U
niversity of Viterbo”. 

a close-ended questionnaire w
as developed in 

five parts containing m
easures of the relevant 

constructs, w
hich w

ere assessed w
ith respect 

to the three (tested italian universities) �
 tw

o 
(nam

ing strategies: an actual region-of-location-
based nam

e vs. a fictitious city-of-location-based 
one) w

ithin-subjects experim
ental conditions. the 

first part of the questionnaire contained, for each 
tested region-of-location-based university nam

e, 
three dichotom

ic m
easures to assess subjects’ 

ability to recognise the institution, the adm
inistrative 

region 
and 

the 
province 

w
here 

it 
is 

located.  
M

oreover, it also contained, for each experim
ental 

condition, a dichotom
ic scale to directly m

easure 
preferences for one of the tw

o proposed nam
es 

(the actual region-of-location-based nam
e or the 

fictitious city-of-location-based one). the second 
part of the questionnaire contained, for each of 
the 

six 
experim

ental 
conditions, 

both 
a 

direct 
and an indirect m

easure of university perceived 
credibility on seven-point categorical scales. this 
latter w

as based on O
hanian’s (1990) approach 

and contained three item
s regarding the three 

m
ain sub-dim

ensions of the perceived credibility 

construct 
(i.e., 

expertise, 
trustw

orthiness 
and 

attractiveness). 

The third part of the questionnaire contained, 
for each experim

ental condition, a m
easure of 

university perceived personality. This construct 
w

as operationalised according to the Five-Factor 
M

odel (cf. D
igm

an 1990, for a review
), w

hich 
w

as developed in the field of social psychology 
and adopted in m

arketing research to assess 
brand 

personality 
(C

aprara, 
B

arbaranelli 
and 

G
uido 2001). It describes perceived personality 

as a construct consisting of five m
ain dim

ensions 
(a.k.a. factors, com

ponents or traits): nam
ely, (1) 

A
greeableness, w

hich refers to the orientation 
tow

ards com
passion and caring about others, and 

aw
ay from

 antagonism
; (2) C

onscientiousness, 
w

hich refers to the preference for goal-oriented 
activity, 

and 
the 

degree 
of 

organisation; 
(3) 

Introversion/E
xtroversion, w

hich is the subjective 
aversion/predisposition tow

ards social interaction 
and activity; (4) N

euroticism
/e

m
otional stability, 

w
hich 

refers 
to 

the 
subjective 

inability/ability 
to 

respond 
to 

external 
stim

uli 
w

hile 
keeping 

em
otions and im

pulses under control; and finally 
(5) 

O
penness 

to 
experience, 

the 
degree 

of 
tolerance for new

 ideas and new
 w

ays of doing 
things. this five-factor structure w

as applied to 
the 

university 
perceived 

personality 
construct 

and m
easured through a ten-item

 seven-point 
sem

antic differential scale. This w
as adapted from

 
prior research studies applying the sam

e approach 
(G

osling, R
entfrow

 and S
w

ann 2003; R
am

m
stedt 

and John 2005). E
xam

ples of adjectives’ pairs 
that w

ere included in this scale and used to profile 
university personalities along the five dim

ensions 
are, respectively: “dishonest/honest”, “careless/
careful”, 

“non-com
petitive/com

petitive”, 
“old-

fashioned/m
odern”, and “tense/quiet”. M

oreover, 
perceived im

ages of tested universities w
ere also 

assessed in relation to the subjective perception of 
the territory of reference in a w

ay that is sim
ilar to 

the procedure traditionally follow
ed to m

easure the 
country-of-origin effect. this w

as done to verify the 
existence of a “city-of-origin” vs. a “region-of-origin” 
effect. For each experim

ental condition, a 12-item
 

seven-point categorical scale w
as developed from

 
the C

ountry-of-O
rigin im

age scale as proposed 
by P

aram
esw

aran and P
isharodi (1994). W

e in 
particular considered a specific sub-scale of such 
an 

instrum
ent 

regarding 
the 

general 
“country” 

attributes and adapted its original item
s to our 

research context (i.e., “cities” and “geographical 
regions”).     
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The fourth part of the questionnaire contained, for 
each experim

ental condition, tw
o item

s to assess 
enrolm

ent 
intention. 

These 
w

ere 
m

easured 
on 

seven-point 
categorial 

scales 
assessing, 

respectively, the strength of the intention to enrol at 
the tested univesities and the subjective probability 
of effectively engaging in such a behaviour over 
a specified period of tim

e (cf. Fishbein and A
jzen 

1975). Finally, the fifth part of the questionnaire 
containded 

tw
o 

questions 
to 

collect 
socio-

dem
ographic data (i.e., gender and age).  

R
esults

A
ppropriate statistical analyses w

ere carried out on 
collected data for addressing research objectives. 
A frequency analysis w

as in particular carried 
out on data collected through dichotom

ic scales 
included in the first part of the questionnaire. A 
check of the existence of a basic know

ledge of 
the 

three 
tested 

universities, 
w

ith 
their 

actual 
region-of-location-based nam

es, w
as perform

ed 

by asking subjects to indicate w
hether they knew

 
(or had ever heard of) them

, their adm
inistrative 

regions and province of location. R
esults reported 

in table 1 show
 that 86%

 or m
ore of subjects did 

not know
, or w

ere unable to recognise, the tested 
universities w

ith their actual region-of-location-
based nam

es (u
niversity of insubria: χ2(1, n = 

200) = 144.5, p < .001; u
niversity of S

annio: χ2(1, 
n = 200) = 103.68, p < .001; u

niversity of tuscia: 
χ2(1, n = 200) = 134.48, p < .001). they also 
show

ed that 90%
 or m

ore of subjects w
ere unable 

to indicate their adim
inistrative regions of location 

(u
niversity of insubria: χ2(1, n = 200) = 176.72, 

p < .001; u
niversity of S

annio: χ2(1, n = 200) = 
128.00, p < .001; u

niversity of tuscia: χ2(1, n = 
200) = 158.42, p < .001). in a sim

ilar w
ay, 94%

 
or m

ore of subjects w
ere unable to indicate the 

province w
here the tested universities are located 

(u
niversity of insubria: χ2(1, n = 200) = 176.72, 

p < .001; u
niversity of S

annio: χ2(1, n = 200) = 
158.42, p < .001; u

niversity of tuscia: χ2(1, n = 
200) = 172.98, p < .001).

Table 1: R
esults on respondents’ know

ledge and their ability to recognise universities and their 
locations

N
otes: n = 200. B

ased on a C
hi-square (χ2) test, differences betw

een frequency proportions corresponding to each question, on 
each tested university, w

ere significant at a .001 level. 

A sim
ilar analysis w

as carried out on data regarding 
respondents’ preferences for the tested universities, 
each experim

entally paired w
ith either its actual 

region-of-location-based nam
e or a fictitious city-

of-location-based one. r
esults provided evidence 

that subjects and potential students, in particular, 
prefer 

university 
nam

es 
incorporating 

the 
city 

w
here the institution is located to nam

es m
aking 

explicit reference to a geographical region. M
ore 

specifically, 84%
 of subjects declared to prefer the 

fictitious “U
niversity of Varese and C

om
o” nam

e 
to the actual “u

niversity of insubria” one (χ2(1, n 
= 200) = 92.48, p < .001); 76%

 declared to prefer 

the fictitious “U
niversity of B

enevento” nam
e to 

the actual “u
niversity of S

annio” one (χ2(1, n = 
200) = 54.08, p < .001); w

hereas 83%
 of subjects 

preferred the fictitious “U
niversity of Viterbo” nam

e 
to the actual “u

niversity of tuscia” one (χ2(1, n = 
200) = 87.12, p < .001).

To 
address 

the 
second 

research 
objective, 

a 
difference 

test 
w

as 
carried 

out 
on 

university 
perceived credibility data. First of all, a reliable, 
com

posite m
easure of credibility w

as com
puted for 

each tested university, w
ith both the actual region-

of-location-based nam
e and the corresponding 

fictitious city-of-location-based one. this w
as done 

by adding up scores obtained on the three item
s 

regarding the three construct’s sub-dim
ensions 

(i.e., expertise, trustw
orthiness and attractiveness) 

(C
ronbach’s α coefficients ≥ .80). For each tested 

university, a paired sam
ples t-test w

as therefore 
carried out to com

pare perceived credibility levels 
as associated w

ith the tw
o nam

ing strategies. 
R

esults reported in Table 2 show
 that subjects 

perceive universities to be m
ore credible w

hen 
their nam

es integrate the city rather than the 
geographical region w

here such institutions are 
located. 

U
niversity 

perceived 
credibility 

levels 
w

ere found to be significantly higher w
hen they are 

associated w
ith a city-of-location nam

ing strategy 
com

pared to a region-of-location one (u
niversity 

of insubria: M
 = 9.38, S

d
 = 4.09, vs. u

niversity of 
Varese and C

om
o: M

 = 13.13, S
D

 = 3.91, t(199) =  
-10.01, p < .001; u

niversity of S
annio: M

 = 10.03, 
S

d
 = 4.43, vs. u

niversity of B
enevento: M

 = 12.45, 
S

d
 = 4.26, t(199) =  -5.97, p < .001; u

niversity 
of tuscia: M

 = 8.95, S
d

 = 4.72, vs. u
niversity of 

Viterbo: M
 = 13.46, S

d
 = 4.05, t(199) =  -10.80, p 

< .001).  

The sam
e pattern of results em

erged from
 a 

difference analysis carried out on credibility data 
obtained from

 the direct m
easure of the construct. 

This w
as found to be an alternative, valid m

easure 
of university perceived credibility, as it strongly 
correlated w

ith the three-item
 scale (rs > .7). a 

paired sam
ples t-test carried out on these data 

confirm
ed that a city-of-location nam

ing strategy 
is significantly m

ore effective than a region-of-
location one in enhancing the level of credibility 
potential users perceive in a university (p < .001).

A
s 

for 
the 

third 
research 

objective, 
university 

perceived personality data as collected through 
the 

ten-item
 

sem
antic 

differential 
scale 

w
ere 

considered. 
the 

five 
sub-dim

ensions 
w

ere 
com

puted by follow
ing an additive procedure. In 

each experim
ental condition, an overall score w

as 
com

puted for each personality trait by adding up 
scores obtained on the tw

o corresponding item
s. 

In this w
ay, the five personality dim

ensions w
ere 

quantitatively assessed for each tested university 
associated w

ith a specific nam
e. N

otably, our 
objective w

as not to find relationships betw
een a 

specific university nam
e and certain personality 

traits, but to verify w
hether significant differences 

em
erge in university perceived personalty profiles 

as a function of the nam
ing strategy adopted. To 

this end, a repeated m
easures analysis of variance 

(A
N

O
VA

) w
as carried out on university personality 

traits describing tested universities’ im
ages, in 

relation to the tw
o nam

ing strategies. R
esults 

obtained from
 this analysis, com

bined w
ith a post-

hoc test, revealed that the dom
inant dim

ensions of 
a university perceived personality change w

ith the 
nam

ing strategy adopted. M
ore specifically, Table 

3 show
s that the “U

niversity of Insubria” m
ain 

personality dim
ension is A

greeableness, but both 
E

xtroversion and C
onscientiuosness becom

e the 
m

ain personality traits w
hen the sam

e institution 
is nam

ed as “U
niversity of Varese and C

om
o” 

(p < .001). M
oreover, a further paired sam

ples 
t-test 

show
ed 

that 
the 

adoption 
of 

a 
city-of-

location nam
ing strategies significantly increases 

subjective perception of all personalty dim
ensions 

(especially the E
xtroversion one) (ps < .05), w

ith 
the only exception of A

greeableness (p = .12). 

Table 2: Paired sam
ples t-test on university perceived credibility

N
ote: n = 200.
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Table 3: Personality traits of U
niversity of Insubria vs. U

niversity of Varese and C
om

o

N
otes: n = 200. * = m

ain personality traits based on a lS
d

 post-hoc test significant at a .001 level.

Table 4: Personality traits of U
niversity of Sannio vs. U

niversity of B
enevento  

N
otes: n = 200. * = m

ain personality traits based on a lS
d

 post-hoc test significant at a .1 level.  ** = m
ain personality traits 

based on a lS
d

 post-hoc test significant at a .05 level. 

The sam
e analyses w

ere carried out on data 
regarding the U

niversity of S
annio and a sim

ilar 
pattern of results w

as obtained. M
ore specifically, 

a 
repeated 

m
easures A

N
O

VA
, 

com
bined 

w
ith 

a 
post-hoc 

test, 
show

ed 
that 

the 
personality 

profile of this university is m
arginally dom

inated 
by A

greeableness (p = .07). Yet E
xtroversion 

becom
es the m

ain personality trait w
hen its nam

e 
integrates the city-of-location (i.e., “u

niversity of 
B

enevento”) (p = .01) (table 4, below
). a

lso in 
this case, a paired sam

ples t-test show
ed that the 

adoption of a city-of-location nam
ing strategies 

increases the perceived levels of all personalty 
dim

ensions (especially the E
xtroversion one) (ps 

< .05), w
ith the only exception of A

greeableness 
(p = .38). 

For the U
niversity of Tuscia, a repeated m

easures 
a

N
O

Va and the related post-hoc test show
ed a 

personality profile that is m
arginally dom

inated 
by the E

m
otional stability dim

ension (p = .1). B
ut 

C
onscientiousness 

and 
E

xtroversion 
becom

e 
dom

inant w
hen a city-of-location nam

ing strategy 
is adopted (p < .001) (Table 5). M

oreover, a paired 
sam

ples t-test show
ed that the adoption of a city-

of-location nam
ing strategy causes an increase in 

the perceived levels of all university personality 
traits (ps < .05).   

R
esults on university perceived personality as 

obtained from
 the statistical analyses illustrated 

above are also sum
m

arised in the profile plots 
reported in Figure 1 (below

), thereby allow
ing an 

im
m

ediate understanding of tested effects.

Table 5: Personality traits of U
niversity of Tuscia vs. U

niversity of Viterbo 

N
otes: n = 200. * = m

ain personality traits based on a lS
d

 post-hoc test significant at a .1 level. ** = m
ain personality traits 

based on a lS
d

 post-hoc test significant at a .001 level. 

U
niversity perceived im

ages w
ere also exam

ined 
in 

relation 
to 

the 
individual 

perception 
of 

the 
specific territory of reference. This w

as done by 
adapting a P

aram
esw

aran and P
isharodi’s (1994) 

sub-scale to this specific context of research. a 
paired sam

ples t-test w
as conducted on scores 

obtained on this m
easure, in order to com

pare 
general “place-of-origin” effects, as referred to 
either a specific geographical region (i.e., “region-
of-origin”) or a city (i.e., “city-of-origin”), depending 
on the nam

ing strategy adopted. R
esults reported 

in Table 6 (below
) show

 that subjects associated 
a better “place-of-origin” perceived im

age to a 
university w

hen its nam
e integrates the city rather 

than the geographical region w
here it is located 

(u
niversity of insubria: M

 = 3.48, S
d

 = 1.23, vs. 
u

niversity of Varese and C
om

o: M
 = 4.51, S

d
 = 

1.19, t(199) =  -9.86, p < .001; u
niversity of S

annio: 
M

 = 3.43, S
d

 = 1.20, vs. u
niversity of B

enevento: 
M

 = 3.74, S
d

 = 1.30, t(199) =  -3.02, p = .003; 
u

niversity of tuscia: M
 = 3.34, S

d
 = 1.26, vs. 

u
niversity of Viterbo: M

 = 4.35, S
d

 = 1.28, t(199) 
=  -8.54, p < .001). 

The fourth research objective regarded the effect 
of university nam

ing strategy on potential users’ 
intention 

to 
interact 

w
ith 

a 
higher 

education 
institution. In particular, this effect w

as exam
ined 

w
ith 

respect 
potential 

students’ 
enrolm

ent 
intention. a paired sam

ples t-test w
as carried out 

on declared behavioural intention data, in order to 
assess this effect. O

btained results clearly show
ed 

that 
subjects’ 

enrolm
ent 

intention 
significantly 

increases 
w

hen 
universities 

adopt 
a 

city-of-
location nam

ing strategy (U
niversity of Insubria: M

 
= 2.44, S

d
 = 1.53, vs. u

niversity of Varese and 
C

om
o: M

 = 3.87, S
d

 = 1.91, t(199) =  -8.65, p < 
.001; U

niversity of S
annio: M

 = 2.66, S
D

 = 1.67, 
vs. u

niversity of B
enevento: M

 = 3.54, S
d

 = 1.80, 
t(199) =  -5.46, p < .001; u

niversity of tuscia: M
 

= 2.49, S
d

 = 1.65, vs. u
niversity of Viterbo: M

 = 
4.06, S

d
 = 1.75, t(199) =  -9.96, p < .001) (table 

7).

D
iscussion and conclusions

C
om

petition 
am

ong 
universities 

is 
increasing 

w
orldw

ide. H
igher education institutions are m

ore 
and m

ore seeking to attract the best resources 
available in the international m

arkets. They are 
com

m
itted, for exam

ple, to em
ploy a qualified 

technical-adm
inistrative staff, as w

ell as skilled 
researchers and academ

ics com
ing from

 around 
the 

w
orld. 

Visiting 
research 

scholariship 
and 

professorship program
m

es m
ay be seen as an 

exam
ple of this strategy, through w

hich a university 
provides researchers and young professors w

ith 
the opportunity to join its faculty for a lim

ited period 
of tim

e. U
niversities are also interested in attracting 

gifted students, w
ho contribute to im

prove their 
reputation and com

petitiveness.
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Figure 1: U
niversity personality profile plots

Table 6: Paired sam
ples t-test on “region-of-origin” vs. “city-of-origin” effects

N
ote: n = 200.

Table 7: Paired sam
ples t-test on enrolm

ent intention

N
ote: n = 200.

This research investigated the role of nam
ing 

strategy in achieving these goals. C
hoosing an 

appropriate nam
e for a university is im

portant, as it 
can im

prove recognition, m
arket share, credibility 

level, 
im

age 
and 

users’ 
intention 

to 
interact. 

N
am

ing 
strategies 

are 
therefore 

an 
effective 

m
arketing 

tool 
university 

m
anagem

ent 
can 

adopt for positioning and persuasive purposes. 
The 

present 
research 

addressed 
four 

specific 
objectives dealing w

ith the effectiveness of tw
o 

specific nam
ing options w

e term
ed, respectively, 

city-of-location and region-of-location strategies, 
depending on w

hether a university nam
e integrates 

the city of the geographical region w
here the 

institution is located. It w
as the first study in higher 

education m
arketing literature that investigated, in 

a com
parative m

anner, the persuasive potential 
of these strategies and their role as a com

petitive 
thrust. 

A
s for the first research objective, obtained results 

provided evidence for higher education m
arketing 

m
anagers that adopting a city-of-location nam

ing 
strategy m

akes a university m
ore recognisable 

by potential users. This is likely to increase the 
probability that potential applicants and students 
in particular include a specific university in their 
consideration set for a subsequent choice. This 
reasoning 

is 
confirm

ed 
by 

our 
results, 

w
hich 

stressed that – other conditions being equal – 
universities w

ith a city-of-location-based nam
e are 

preferred to those w
ith a region-of-location-based 

one. Fam
iliarity could play a role in explaining 

this higher recognisability of, and preference for, 
universities w

ith a nam
e that integrates the specific 

city of location, rather than the corresponding 
geographical region. P

otential users, in general, 
and students residing outside of the geographical 
context of university location, in particular, could be 

m
ore fam

iliar w
ith a city than w

ith a geographical 
region. 

P
erceived fam

iliarity m
ight also explain the effect 

of 
nam

ing 
strategies 

on 
university 

perceived 
credibility. R

esults regarding the second research 
objective show

ed that universities are perceived 
as m

ore credible w
hen their nam

es integrate the 
city rather than the region of location. a region-of-
location nam

ing strategy is likely to m
ake a certain 

university relatively unfam
iliar to potential users 

(i.e., students w
ho reside outside of that region). 

This in turn is likely to increase their degree of 
cognitive discom

fort and aversion tow
ards the 

university, w
hich is consequently perceived as 

less credible. 

A
s 

for 
the 

third 
research 

objective, 
obtained 

results show
ed an effect of the nam

ing strategy 
on university im

age. B
ased on the Five-Factor 
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M
odel 

(cf. 
D

igm
an 

1990), 
they 

stressed 
how

 
university 

perceived 
personality 

profile 
change 

as a function of the nam
ing strategy adopted. 

E
ven w

ith m
arginal differences, results show

ed 
that A

greeableness and E
m

otional stability are 
dom

inant 
university 

personality 
traits 

w
hen 

a 
region-of-location 

nam
ing 

strategy 
is 

adopted. 
A

n interpretation of this finding is that universities 
tend to be perceived as w

arm
 and traditional 

environm
ents 

w
hen 

their 
nam

es 
integrate 

the 
geographical region of location. O

n the other hand, 
E

xtroversion and C
onscientiousness are the m

ain 
personality 

dim
ensions 

w
hen 

a 
city-of-location 

nam
ing strategy is adopted. This w

ould m
ean 

that the sam
e universities tend to be perceived 

as 
com

petitive, 
high-standard 

environm
ents, 

w
hich are based on rigor in teaching and research 

activity. M
oreover, results show

ed that the adoption 
of a city-of-location nam

ing strategy causes a 
significant increase in the perceived levels of all 
university personality traits. This m

ay be due to a 
higher distinctiveness or prom

inence of the im
age 

associated w
ith such a nam

e, com
pared w

ith that 
associated w

ith a region-of-location-based one. 
In com

parison w
ith cities, geographical regions 

are less likely to project a clear im
age to potential 

users and this m
ight be reflected in a w

eaker 
perceived personality of universities w

hose nam
es 

integrate their regions of location. In line w
ith this 

view
, 

results 
on 

“region-of-origin” 
vs. 

“city-of-
origin” effect stressed that perceived im

ages of 
cities w

here universities are located are in general 
m

ore positive than the ones of the corresponding 
geographical regions. 

U
niversities seem

 to benefit from
 the adoption 

of a city-of-location nam
ing strategy in term

s of 
recognisability, preference, perceived credibility 
and im

age. These advantages m
ight ultim

ately 
have persuasive effects on potential users and 
students in particular, w

ho could be m
ore prone to 

interact w
ith universities w

hose nam
es incorporate 

the city, rather than the geographical region of 
location. E

ven though w
e did not test these effects 

directly, our results on the fourth research objective 
clearly show

ed that potential students’ enrolm
ent 

intention is higher w
hen a university adopts a city-

of-location nam
ing strategy, rather than a region-

of-location one.

In conclusion, this research contributes to the 
university branding literature. It w

as the first study 
to our know

ledge that investigated the im
pact of 

university nam
ing on potential users’ perception. 

Findings provided clear evidence that in higher 

education sector a nam
e m

ay serve as a bridge 
betw

een a m
ere university im

age and the place 
of location one. The tw

o im
ages therefore tend to 

collapse and m
erge in a w

hole university im
age, 

w
hose degrees of strength and distinctiveness 

depend on the specific nam
ing strategy adopted. 

A
lso in a higher education context, the adoption 

of a nam
ing strategy for a university strongly 

affects perceptual constructs like recognisability, 
m

em
orability, 

attitude, 
credibility, 

perceived 
personality and im

age. These effects could be 
exam

ined in future research. Further investigations 
and analyses could be carried out in other studies, 
w

hich could be conducted on the field. These 
should consider larger sam

ples consisting of m
ore 

than one potential user category, such as technical-
adm

inistrative staff m
em

bers, researchers and 
professors, other than students. 

This 
research 

has 
operational 

im
plications 

for 
university 

m
anagem

ent. 
U

niversity 
m

arketers 
are recom

m
ended to consider nam

ing effects on 
users’ perception w

hen they choose a nam
e for 

their institutions. a city-of-location nam
ing strategy 

seem
s to be m

ore appropriate than a region-of-
location one w

hen a university m
anagem

ent aim
s 

at 
attracting 

international 
students 

and 
other 

resources from
 external areas (e.g., other regions, 

countries, or continents). U
niversity m

arketers are 
also recom

m
ended to undertake a potential nam

e 
changing strategy carefully, above all w

hen this 
im

plies a change from
 a city-of-location-based 

nam
e to region-of-location-based one.  
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In the conditions of transition to m
arket econom

y, the 
im

portant value gets the problem
s of professional 

em
ploym

ent of H
E

I graduators. S
olution of such 

problem
, first of all depends on career potential 

degree of graduator. Today the form
ula “good 

know
ledge” (red diplom

a, perfect grades on profile 
courses) doesn’t affect em

ployers, there is needed 
another form

ula – “good com
petence” (know

ledge 
+ acquirem

ent of their usage). M
odern hotel is 

in need of universal specialists, w
ho have big 

professional and life experience, w
ho are able to 

react to new
 tendencies, w

ho include in oneself 
logical 

intellection 
and 

ability 
to 

find 
different 

approach to problem
 solving.

In the article, the em
phasis is m

ade on im
portant 

com
m

andm
ent of fine career – early starts, that 

is, in order for graduators to m
ake brilliant career 

in business, one has to start acting decidedly far 
before graduating H

E
I, even better – from

 the 
first course. A

s earlier one gets into business 
environm

ent, as fast he/she fam
iliarizes corporate 

of business, its rules of playing, and as better 
adapts to its’ changes. 

For the student w
ho w

ants to get em
ployed, as he/

she gets the inform
ation about free w

ork places 
and their exposition (attributes), the em

ployers as 
w

ell get inform
ation about people w

ho w
ant to get 

em
ployed, especially, the graduators of H

E
I, their 

m
astering of specialty know

ledge, occupational 
acquirem

ent, psycho-physiologic peculiarities and 
personal qualities. That is, in here discussion is 
about “career potential of graduator”. In the article 
author determ

ination of category “career potential 

of graduator” is offered, its structure is brought and 
m

ethodic basis of diagnostics of career potential 
of 

graduator 
is 

defined. 
“C

areer 
potential 

of 
graduator” – is the sum

 of physical, m
ental, and 

intellectual potentials for student’s position (job, 
career) im

provem
ent. 

The follow
ing is recom

m
ended to be added as 

student’s 
career 

potentials’ 
quality 

indicator: 
student’s 

specialty 
potential; 

student’s 
psycho-

physiologic potential, student’s personal potential. 
The appraisal of their quality indicators w

ill be seen 
explicitly in the article. W

e offer the form
ula for 

calculating career potential of graduator (C
P

G
).

O
n the basis of degree evaluation of “career 

potential 
of 

graduator”, 
w

e 
recom

m
end 

four 
qualitative levels of graduator. 1) “S

uccessful”. 
These 

graduators 
are 

requested 
in 

the 
labor 

m
arket, their rating is highly evaluated (higher 

then m
iddle), they have ow

n developm
ent plans. 

2) “G
row

ing”. G
raduators, trying to becom

e better, 
also requested in the labor m

arket, their rating is 
evaluated higher then m

iddle level. 3) “S
tabilized”. 

The 
graduates, 

having 
possibility 

to 
becom

e 
successful. 4) “S

topped”. Level of professional 
com

petence of such graduators doesn’t let them
 

m
ake their functional duties at needed level of 

quality, that’s w
hy, their rating level is low

er then 
m

iddle level.

For each category, appropriate sign of quality is 
recom

m
ended. A

t the diplom
a giving cerem

ony, 
along w

ith the traditional black suit w
ith black 

hat that graduators w
ear, w

e recom
m

end the 
gold, silver and bronze colored tress on the hat, 
according to us, this w

ill create basis for healthy 
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com
petition 

am
ong 

the 
students 

for 
career 

developm
ent potentials at H

E
I. This can benefit in 

tw
o w

ays. 

K
ey 

w
ords: 

career 
readiness, 

portfolio 
of 

the 
career developm

ent, career potential of graduator, 
diagnostics 

of 
career 

potential, 
convergent 

curriculum
.

E
-m

ail: bnzoda@
m

ail.ru

E
-m

ail: xm
in@

m
ail.ru

Introduction
E

ducation possible to consider as m
ultifunctional 

process, providing form
ation, developm

ent and 
realization to personalities and need for society in 
personnel determ

ined to qualifications. C
ooperation 

of the education and labor activity at different history 
periods had its specifics and different form

s of the 
interaction. In condition of the deficit w

orker places 
and increasing of the requirem

ent of the em
ployers 

tow
ard candidates on vacant w

orkplace becom
ing 

actual the research of the career readiness of the 
graduators of H

E
I, w

hich is a guarantee of their 
successful job placem

ent.

S
ustained 

developm
ent 

of 
the 

tourism
 

and 
hospitality is straight defined by preparedness 
of the personnel, its com

petitiveness, organizing 
and professional quality and their correspondence 
to 

that 
expectation, 

w
hich 

arise 
the 

tourist 
environm

ent.  O
ne of the priority problem

s is a 
m

aking the system
s of the diagnostics, estim

ations 
and 

analysis 
of 

the 
potential 

abilities 
of 

the 
graduates (the young specialists), to reveal career 
potential allow

ing in step of entering in professional 
activity, goal-directed build system

 to m
otivations 

of the labor and create the favorable conditions 
for career m

anagem
ent. The purpose of the article 

is concluded in study of m
ethodological approach 

to the form
ing system

 of the offer on the labor 
m

arket and are recom
m

ended w
ays of increasing 

career potential graduates’ high schools in sphere 
of hospitality. It is offered and proved integral 
notion “career potential” and “career readiness” 
graduate of the high school and are presented 
their theoretical m

odel. The m
ethodological base 

is designed for estim
ation of the career potential of 

the graduates of high educational institutions and 
for form

ing their career readiness in process of the 
education.

The m
odern training m

ust be realized on special, 
social-professional 

and 
individually-professional 

levels. the first level - special com
petence - 

form
s the professional directivity and system

 of 
the professional know

ledge, skills and acquired 
habits, prom

oting acquisition of the experience 
of the decision of the professional tasks. The 
second 

level 
- 

social-professional 
- 

integrates 
social and special com

petence and characterizes 
the ability of the individual to put the problem

 
of 

professional 
realization 

sim
ultaneously 

in 
social and personal categories. the third level - 
individually-professional - is based on astrology 
paradigm

 of the education. The prim
ary task of this 

level is person self-actualization, m
axim

um
 use of 

its potential and possibilities.

O
n base of the estim

ation degree “career potential 
of the graduate” by us recom

m
ended to classify 

four qualitative groups of the graduate and for each 
this categories is recom

m
ended corresponding 

sign quality.

N
ew

 system
 of the job placem

ent of high 
school graduates
A

t the m
om

ent developm
ent of the youth labor 

m
arket reached such level that it’s already possible 

w
ith sufficient degree of certainty to outline the 

sidebars of the form
ing new

 system
.

The base of the job placem
ent system

 of graduates 
of high schools, w

orking in conditions of free 
labor m

arket are three interconnected groups: 
young specialists - a high schools - an em

ployers. 
Inside of this triangle functions different types of 
organizations, holding all three groups in interaction 
- M

ass m
edia and internet as the m

ost efficient 
for present-day day instrum

ents for graduates to 
searching the w

ork, services to em
ploym

ent (state 
and university) and private agency (trained and 
agency on job placem

ent).

M
agic pow

er of this triangle is concluded in interest 
integration 

of 
these 

three 
groups 

for 
the 

job 
placem

ent reason of the graduate of high schools 
(Figure1).The em

ployers, in the first place, search 
for their ow

n future em
ployees such qualities, as 

energy and desire to w
ork in team

, skills of the 
contact, result oriented, ability to creative activity 
and etc. O

ften, the set of such quality call the 
com

petency set and use as the m
ain criterion 

w
hen entering to w

ork. The com
petencies – is that, 

w
hat m

ainly m
ust teach practically in high schools 

accordance 
w

ith 
state 

educational 
standard 

(S
E

S
) and w

ith provision for requirem
ents of the 

em
ployers.

O
ne of the m

ain m
odern trend of the youth labor 

m
arket becam

e increase the num
ber of the specific 

program
s of the set of young specialists - G

raduate 
R

ecruitm
ent P

rogram
 (G

R
P

).These technologies 
w

ere brought to u
zbek m

arket by joint-ventures 
and they are concluded in m

ultilayered system
 

of the selection of talented graduates of the high 
schools - “stars”.

Q
ualitative level of the career readiness

C
areer 

readiness 
- 

directed 
on 

planning 
and 

building personal career expression, including its 
beliefs, 

glances, 
m

otives, 
feeling, 

installations, 
m

ood on behavior, w
hich w

ill provide the successful 
career 

building 
and 

correspondence 
of 

the 
personal expectations to the career environm

ent 
expectation; 

this 
is 

concentration 
of 

pow
er 

to 
personalities, directed on creation career plan and 
its realization, is a prem

ises to goal-directed activity 
on building career, its control and efficiency. 

C
areer readiness stipulate as external, so as an 

individual quality of the young person – by the level 
of his m

otives, behavior, nature, tem
peram

ent, 
ability, experience and know

ledge.

S
o prevent readiness of the career developm

ent 
can not only unfavorable external environm

ents, 
but 

also 
em

otional-volitional 
instability 

of 
the 

person, skills w
eakness, som

e undesirable line of 
his tem

peram
ent and others.

A
nd vice versa, confidence in success, gained 

know
ledge in high school, skills and acquired 

habits, experience, received at the tim
e w

hile 
passing practical lessons, personal exam

ple of 
the teachers and leaders assist to appearing and 
strengthening career readiness of the graduate.

C
areer readiness, on our view

, presents integral 
education, w

hich functional structure consists of 
objective and subjective factors, each of w

hich has 
their ow

n com
ponents and interconnection. 

P
sychologists usually select 4 follow

ing groups 
w

ith different levels of career readiness.

G
roup 1 “P

erspective”. This group is presented by 
the m

ost successful testers,  w
hich are: em

otional-
stable, sanguine, active, w

ith high life satisfaction, 
are m

otivated on achievem
ents and developm

ent 
in different sphere of the life.

G
roup 2. “S

uccessful”. The group is represented 
by em

otional-stable, calm
 and satisfied life testers, 

w
ith average m

otivation to achievem
ents w

hich 
can prevent their independent professional and 
career 

grow
ing 

w
ithout 

additional 
stim

ulation 
and aw

areness about possibility of the career 
advancem

ent, in spite of this, have a desire of 
the 

quick 
career 

developm
ent, 

on 
enterprise, 

w
hich looks enough stable and can provide w

ith 
privileges, insurance, high salary, confidence in 
ow

n future.

G
roup 

3. 
“Few

 
perspective”. 

In 
suppressing 

m
ajority situations, in this group get that, w

ho is 
noted low

 level of m
otivations to the achievem

ents 
i.e. expressed desires professional and career 
grow

 (on the strength of different reasons) at the 
present life step no.

G
roup 4. “G

roup of the risk”. in given group get that 
young people, w

ho for a period of exam
inations 

are discovered high factors of em
otional subjective 

ill-being.(670)

S
tudent’s career potentials

S
peaking about developing student’s position, w

ith 
respect to the idea of student’s w

orking opportunity, 
the notion of “student’s career potentials” w

ill 
include various features w

hich is necessary for 
learning person to develop position. 

S
tudent’s career potentials– is com

bination of 
physical, spiritual and intellectual opportunities 
w

hich is necessary for student’s m
ovem

ent tow
ard 

position.  

The analyzing of student’s position opportunity 
w

ill help choosing person’s correct profession and 
developing it.     
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Fig. 1. “M
agic triangle” job placem

ent of the high school graduates 

This process w
ill be done in by several steps (Figure 2); 

Figure 2. D
iagnostics of student’s career potentials

D
uring analyzing process of student’s position 

opportunity, his level of education and diplom
a 

w
hich expresses personal m

erit, also it’s appendix, 
certificates, w

ork record card, character, testim
onial 

and other docum
ents are im

portant. D
uring position 

planning, from
 these docum

ents the m
ain ones w

ill 
be chosen and analyzed. To check the truth of the 
student’s docum

ents w
ill be done by observation, 

questionnaire survey, interview
 and psychological 

test.

P
ortfolio as efficient m

eans of diagnostics 
of the career developm

ents graduator
The im

portant aspect in the career developm
ent 

of the graduating student’s, in our opinion is using 
during self-presentation by young specialists such 
effective form

 like portfolio. 

P
ortfolio of the career developm

ent (P
C

D
) – it’s 

enough w
ell recom

m
ended in W

estern countries, 
technology of the professional career planning. 

P
C

D
 

represents 
a 

package 
of 

docum
ents 

in 
papers or in electron version, w

hich describes all 
the achievem

ents of the student (as academ
ic 

– educational and as w
ell personal). P

ortfolio w
ill 

m
ake in like key that provide effective cooperation 

w
ith scientific advisers, teachers and tutors in high 

schools during academ
ic period, and also w

ith 
potential em

ployers after graduating high school.       

P
C

D
 

in 
m

inim
ized 

variant 
should 

include 
the 

follow
ing points:  

P
rofessionally m

ade, responding up-to-date 
dem

ands abstract: 

List of learning training courses by m
ain part of 

the activity and part of know
ledge connected 

w
ith it, including additional specialization, 

trainings, specialized sem
inars and m

aster-
classes of leading teachers.    

List of non educational m
easures and any 

positions, w
here in practice uses leadership 

skills (for exam
ple, senior student of the group, 

adviser of the student scientific group, tutor of 
the first or second-year students);  

D
escription of the career potential and 

readiness to career in term
s of getting skill and 

experience;  

R
ecom

m
endations of the leading teachers, 

m
anagers of the course projects, bachelor 

thesis, industrial trainings;

P
C

D
 has double designation – on the one hand 

evaluation 
of 

the 
educational 

progresses 
and 

scientific achievem
ents and on the other hand – 

evaluation of the readiness to professional career.

1.P
urpose educational-scientific estim

ation: P
C

d
 

in this case serves as instrum
ent of the estim

ation, 
changing at tim

e on m
easure of the docum

entary 
confirm

ed developm
ent to readiness to education 

and professional grow
ing at innings in high school. 

O
n m

easure of the m
astering educational portfolio 

course describes the student acquired skill and 
com

petency 
required 

for 
successful 

and 
long 

career.   

S
ince tim

e P
C

D
 changes in it is enough com

plex 
extended and deepened structure of the abilities 
and achievem

ents. P
C

D
 is an optim

um
 w

ay of 
totaling educational and scientific achievem

ents of 
the student after consultation w

ith scientific tutor 
and professorial-teaching staff of the departm

ent 
and faculty and creates the possibility for the further 
scientific-research career (for instance, entering to 
m

aster or graduate school). In connection w
ith the 

•••••

all high schools of the r
ussia by transition to tw

o-
level system

 of the high professional education 
- bachelor and m

aster - qualitative m
ade P

C
d

 
becom

es one of the im
portant criterion for entering 

to m
agistracy.

2.The P
urpose of the estim

ation to readiness to 
career. P

C
D

 is an im
portant instrum

ent of giving 
business and personal inform

ation on student-
graduate of the high school (in the m

anner of 
sum

m
ary and letters of recom

m
endation) potential 

em
ployers, for arrival on w

ork on the conditions of 
as partial (as far back as period of the education), 
so and full em

ploym
ent.

Thereby, career portfolio is an efficient issue of 
the career developm

ent, w
hich contains m

uch 
m

ore inform
ation for understanding, than standard 

sum
m

ary. P
rofessional form

ed P
C

D
 can help the 

graduate to attract attention of the em
ployer and 

em
phasize his com

petitive advantage in contrast 
w

ith the other pretenders.

P
rofessional and full P

C
D

 allow
s the em

ployer 
easy to exam

ine the level of preparation and the 
w

hole spectrum
 of the skills and abilities of the 

candidate and creates the condition for taking the 
optim

um
 personnel decision. 

E
valuation m

ethod of the career potential 
of graduator
For evaluation career potential of graduator 3 
criteria w

ill be used:

P
rofessional opportunity of the student (P

O
s);

P
sycho physiological opportunity of the student 

(P
P

O
s);

P
ersonal opportunity of the student (P

E
O

s);

The m
ain professional indicators are student’s 

education level, length of labor experience and 
others.

P
sycho 

physiological 
group 

include 
student’s 

physical and spiritual features.  

The last personal indicators are person’s w
orld 

outlook, 
steps 

of 
requirem

ents, 
interests 

and 
others. E

ach indicator w
ill be evaluated by 100 

point system
. 

S
tudent’s 

educational 
level 

can 
be 

evaluated 
like this: doctor of science academ

ic degree (for 

1.2.3.
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correspondence 
departm

ent 
students) 

– 
100 

point, candidate of science academ
ic degree (for 

correspondence departm
ent students) – 90 point, 

m
aster academ

ic degree – 80 point, bachelor 
academ

ic degree – 70 point, secondary specialized 
education – 60 point, secondary education – 50 
point, incom

plete secondary and no education 
– 40 point.   

D
ap = (A

P
/M

P
)x100;

H
ere: A

P – student’s total point in diplom
a appendix; 

М
P – m

axim
um

 point in diplom
a appendix;

R
eceived points from

 specialty sciences (D
rpss) 

against total points from
 these sciences w

ill be 
evaluated as: 

D
rpss = (R

P
S

S
/M

P
S

S
)x100;

H
ere: 

r
P

S
S

 
- 

received 
points 

from
 

specialty 
sciences; М

P
S

S
 – m

axim
um

 point of specialty 
sciences. 

Labor duration (length of labor experience) or 
evaluation process of length of labor experience 
by student’s specialty is: 10 points w

ill be given 
for each year of the length of labor experience, if 
length of labor experience is 10 year or m

ore, w
ill be 

evaluated as m
axim

um
 100 point. This indicator is as 

evaluation criteria for correspondence departm
ent 

students 
or 

until 
entering 

to 
high 

school 
and 

during academ
ic period like having length of labor 

experience. The m
ain physiological inform

ation 
is evaluated by 100 point system

 observing his 
behavior and personal m

edical certificate. U
sing 

observation 
m

ethod 
for 

evaluating 
student’s 

psycho physiological and personal opportunities, all 
students w

ill be estim
ated by m

axim
um

 100 point. 
U

sing for gathering inform
ation questionnaire, test 

and interview
 tools for evaluation process of the 

student’s position opportunity, quantity of questions 
in each tool, and their im

portance in indicators w
ill 

be appointed taking into account that m
axim

um
 

point is 100.  

A
fter having analyzed the results of the graduators’ 

indicators, career potential of graduator (C
P

G
) w

ill 
be calculated by the below

 offered form
ula:

C
P

G
 = (P

O
s+P

P
O

s+P
E

O
s)/3;

u
sing above evaluation criteria, w

e analyzed 64 
graduators’ position opportunity, w

ho is studying 
in 

social-econom
ic 

faculty 
of 

B
ukhara 

S
tate 

U
niversity in the field education of profession 

(e
conom

y branches) in 2007-2008 academ
ic year 

(Table 1).

A
ccording to our research, am

ong graduators, 
student’s position opportunity is equal to  . 

Q
ualitative groups of the graduate of the 

H
E

I
O

n 
base 

of 
the 

estim
ation 

degree 
of 

“career 
potential 

of 
the 

graduate” 
w

e 
recom

m
end 

to 
classify four qualitative groups of the graduator of 
the H

E
I. 

1) “S
uccessful”. These graduates are claim

ed 
on the labor m

arket, their services are high paid 
(above the average), they have a plans of the 
ow

n developm
ent. The m

ajority of them
 perceive 

their w
ork as process of constant self-perfection. 

They are open to new
 experience, ready to try 

unknow
n, have w

ell developed efficient skills of 
self-presentation, capable “to sell” their ow

n skills, 
talent for w

orthy price. their career purposes - in 
equal degree professional recognition and financial 
w

elfare. O
ne’s ow

n professional future (3-5 years) 
these graduates see or as exit on qualitative other 
level, or as change the type to activity. If “native” 
com

pany 
w

ill 
not 

give 
such 

possibilities, 
they 

sooner w
ill leave it. “S

uccessful” graduates are 
m

axim
al oriented on dynam

ic professional and 
m

anagem
ent career. It is accepted to select four 

variants of the career developm
ent: 1) w

ithout 
change the professions and organizations; 2) w

ith 
change the professions, but w

ithin the fram
ew

ork 
of the sam

e organizations; 3) w
ithout change the 

professions, but w
ith change the organizations; 4) 

w
ith change both professions and organizations. 

From
 

these 
variants 

“successful 
graduators” 

prefer fourth - w
ith change both professions and 

organizations that is to say dem
onstrate m

axim
um

 
career m

obility. 

Table 1 Q
uality indicators’ evaluation m

ethod of the career potential of graduator

2) 
“G

row
ing”. 

The 
graduates 

tending 
becom

e 
successful, also needed on the labor m

arket, 
their rating are valued high average level. They 
try to establish and consolidate professional and 
personal relationship, w

ill actively try out oneself 
in new

 project, new
 directions to activity. They 

w
hile lack the experience, level of qualifications 

and efficient com
m

unication skills, they not alw
ays 

capable adequately to value their ow
n professional 

possibilities. Their career purposes – first of all 
financial 

w
elfare, 

and 
only 

then 
professional 

recognition. 
O

nes 
nearest 

professional 
future 

(3-5 years) they see as the further career and 
professional grow

th in their sphere of activity. 
From

 four possible variants of career developm
ent 

they prefer the third m
odel (w

ithout change the 
professions, but w

ith change the organizations), 
that is to say dem

onstrate enough high career 
m

obility.

3) “S
tabilized”. The graduates, having possibility 

to becom
e successful, and as a result of opening 

ow
n career potential they can be claim

ed on the 
labor m

arket, their rating are valued on average 
level. O

nes ow
n nearest professional future (3-5 

years) they see as stable career and professional 
grow

ing in m
ain activity sphere. 

In m
ost cases choose second in brought above 

classification (w
ith change the professions, but 

w
ithin the fram

ew
ork of the sam

e organizations), 
m

ore stable career m
odel, w

hich distinctive feature 
is consistency and less variability. 

4) “S
topped”. the level of professional com

petence 
of such graduates does not allow

 to perform
 the 

functional duties on it is enough high quality level 
so and their rating level is below

 average indicates. 
Their professional activity is usually lim

ited in the 
fram

e of one com
pany and professional interests - 

in one sphere. This is indicative of it is enough low
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level of professional reflection, and about absence 
of the m

otivations to grow
ing in professions. C

areer 
goals, as a rule, are lim

ited by financial w
elfare. 

“S
topped” in career grow

ing graduates enough 
fuzzy present their professional future, their career 
plans are lim

ited by the task of keeping available 
position. In m

ost cases uniquely choose first in 
brought above classification (w

ithout change the 
professions and organizations), the least radical 
career 

m
odel, 

distinctive 
feature 

is 
constancy 

and stability. A
s a rule, w

ithout striving to take 
executive position, w

hich can be indicative of low
 

leadership qualities or about prim
ary orientation on 

self-actualization outside of professional sphere. 
R

eceived results in sim
ilar researches can be used 

by personnel m
anager on building career plans of 

w
orkm

an and m
aking the address system

s of the 
stim

ulation and m
otivations of the personnel. 

S
igns quality for expressing career 

potential of graduators
This 

indicator 
gives 

chance 
for 

em
ployers 

to 
choose in vacancies deserving candidates. Taking 
into 

account 
graduators’ 

position 
opportunity, 

w
e offer 4 quality groups in position opportunity 

and also sym
bolic quality sigh belonging to each 

group

a
ccording 

to 
the 

analyze 
results 

of 
the 

64 
graduators’ position opportunity, w

ho is studying 
in social-econom

ic faculty of the B
ukhara S

tate 
U

niversity, U
zbekistan in the field education of 

profession 
(e

conom
y 

branches) 
in 

2007-2008 
academ

ic year, the follow
ing result achieved by 

grouping graduators’ student position opportunity 
quality group: 11 (17%

) successful , 18 (28%
) 

grow
ing, 23 (36%

) stabilized, 12 (19%
) are at 

stopped group. C
reating black national headw

ear, 
bronze and silver color plait headw

ear for w
earing 

in diplom
a investiture party, w

e think, w
ill increase 

strong 
com

petition 
am

ong 
students 

during 
academ

ic period in institutes of higher education. 

Like this m
easure w

ill be double effective: 

A
t 

first, 
em

ployers 
w

ill 
get 

basic 
info 

from
 

graduating student’s quality sigh description by 
position opportunity and w

ill rise the desire of 
hiring graduators.  

A
t second, am

ong students after having finished 
institute of higher education w

ill positive influence 
to be at w

ell w
ork placem

ent and to get higher 

positions, also increase career developm
ent and 

w
ill link education subjects w

ith practice w
hich 

encourages students to learn better.

S
ociological research of professional 

career
The im

portant aspect of the job placem
ent of 

graduates of high schools is to study factors, 
influencing upon process of the shaping behavioral 
youth strategy on the labor m

arket.

W
e 

have 
analyzed, 

as 
representatives 

of 
the 

groups, realizing different behavioral strategies, 
plan their professional activity, form

 their ow
n 

beliefs about success and life sense.

d
uring sociological research w

ere asked 4th year 
students of the social-econom

ic faculty of the 
B

ukhara S
tate U

niversity in am
ount 150 persons. 

in survey took part 39,4 %
 girls and 60,6 %

 youth. 
r

espondents’ age is 21-22. O
f them

 25,8 %
 are 

m
arried.

The 
young 

people 
consider 

that 
successful 

professional 
career 

- 
a 

result 
goal-directed 

efforts (56,3 %
), but also ingenious concurrence 

circum
stance also plays the significant role (so 

consider 43,7 %
). N

early half asked (43,1 %
) sure 

that for achievem
ent of the success it is necessary 

to risk, for gradual how
ever, planned building 

career allegorize 35,3 %
 respondents. A

t building 
ow

n career only 13 %
 young people consider that 

possible to obtain the success at any cost, even 
overstep through conscience and m

oral principles, 
but 58,7 %

 w
ith them

 disagree.

P
lanning ow

n professional career concern w
ith 

m
ore than 70 %

 graduates of the high schools as a 
w

hole, herew
ith long-term

 plans (for 5 years) have 
only 31,2 %

 young people. B
asically planning is 

realized for a period of not m
ore one year (40,6 

%
). The absence of landm

ark and experience of 
existence in present not sim

ple situation brings 
about short-term

 decision of the problem
. O

nly 
people, w

hich believe in them
selves, their ow

n 
professional quality, can adequately respond to 
situation and be adapted to her. The respondents 
note that w

ork at present m
ust provide the high 

salary 
- 

59,3 
%

, 
prom

ote 
the 

achievem
ent 

professional skill - 40,1 %
, bring the confession 

and respect - 28,1 %
. the youth, planning their 

life, w
ant first of all to provide them

selves norm
al 

incom
e.

Table 2 Q
uality groups and sighs of the career potential of graduators

A
t 

present 
36,2 

%
 

graduates 
consider 

that 
education, w

hich gives the high school, satisfies 
them

 - 36,2 %
 (this has noted, m

ainly econom
ists 

and m
anagers), and 31,3 %

 consider that it only 
partly is up to tim

e need. S
ince life success is 

m
ore links in consciousness of respondents w

ith 
new

 
type 

labor 
and 

econom
ic 

activity 
in 

non 
governm

ental sector of the econom
y, quality of the 

high school preparation, still carried narrow
-profile 

orientation, is less satisfies high school students.  

O
n received professions plan to w

ork 25,6 %
 

graduates. C
onfidence in job placem

ent on got 
profession as a w

hole am
ong graduates very 

low
: hope that are able to job placem

ent on their 
profession, from

 10 %
 till 21,9 %

 graduates. A
s a 

m
ain reason this possible consider that students 

low
 evaluate ow

n professional potential, as w
ell as 

low
 level aw

areness about prospects of ow
n labor 

activity (34,7 %
).

W
e see that, the possibilities to realization of ow

n 
professional 

potential 
young 

people 
estim

ate 
low

. O
n this indicate low

 self-appraisal quality of 
the received education, and low

 level aw
areness 

about prospect of ow
n labor activity, as w

ell as 
extrem

e uncertainty in job placem
ent on received 

professions. Increasing career potential of the 
graduators of H

IE
, in our opinion, necessary has 

to prepare graduators in accordance w
ith practice-

oriented curriculum
.   

C
onvergent curriculum

 in Tourism
 and 

H
ospitality S

tudies
The em

ployability of the graduates depends on 
the capacity to apply their know

ledge in practical 
situations, on their capacity to adapt them

selves 
to new

 situations.  It m
eans that they should be 

w
illing to learn on a continuous basis, that they are 

concerned by quality, that they are able to organize 
and plan, that they have excellent interpersonal 
skills. In order to enhance the em

ployability of its 
graduates, the U

niversity aim
s to provide a range of 

experience w
hich go beyond its individual academ

ic 
program

m
ers. For increase the possibilities job 

placem
ent their ow

n graduates U
niversity tries 

to provide him
 such experience, w

hich beyond 
the individual educational program

s. O
ne of the 

additional goals is to up-date the curriculum
 in 

function of the professional profiles.  B
ecause the 

latter don’t exist in all involved countries, it w
as 

necessary to organize a survey, w
hich is a form

 of 
dialogue w

ith the industry.  Tw
o m

ajor results w
ere 

obtained: a list of selection criteria for recruitm
ent 

and a list of graduates’ deficiencies observed 
by the industry. These results are im

portant: the 
universities have to adapt their teaching m

ethods 
and the content of the curriculum

.  It m
eans: less 

theory and m
ore accurate transfer of know

ledge, 
active participation of the students in the educational 
process 

(inter-activity), 
m

ore 
sem

inars 
and 

w
orkshops, introduction of problem

 based learning.  
U

niversities have to stress the developm
ent of the 
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right com
petences and re-organize the practical 

com
ponent of the curriculum

.

W
ithin the fram

ew
ork of Joint E

uropean P
roject 

te
M

P
u

S
 “M

P
-je

P
-23027-2003” since S

eptem
ber 

2003 w
as com

m
enced cooperation 10 universities 

of the E
uropean U

nion and C
entral A

sia in the field 
of education tourism

 and hospitality. The goal of 
the present project w

as concluded in developm
ent 

descending curriculum
 (convergent curriculum

) of 
preparation bachelors for sphere of the tourism

 
and hospitality.

The im
portant direction of the w

ork on project w
as 

a developm
ent descending curriculum

 (convergent 
curriculum

), including in itself developed (com
m

on) 
special courses. The process of the selection of 
this block of the curriculum

 w
as based:

on S
W

O
t analysis of the curriculum

s C
entral-

A
sian partner universities w

ith separation their 
advantage, defects, possibilities and threats;

detection special courses, being uniform
 for all 

five C
entral-a

sian universities;

••

Table 3 M
odule-profile approach to form

ing convergent curriculum
 on profession “B

achelor of 
Tourism

 &
 H

ospitality”

generalization results of the previous project 
TE

M
P

U
S

A
, realizable in B

ukhara (U
zbekistan), 

B
ishkek (K

yrgyzstan) and O
rkhon (M

ongolia) 
universities.

a developm
ent C

entral-a
sian educational 

m
odule on tourism

 and hospitality, including 4 
m

odules and 19 special courses (tabl.3).

to include in instructive part again under 
developm

ent special courses of the necessities 

•••

and request of the labor m
arket in tourism

 and 
hospitality sphere.

For this purpose by professor of the S
trastklayd 

university 
(G

reat 
B

ritain) 
w

ere 
designed 

tw
o 

questionnaires on subject of the study of the 
professional profile of the sphere of the tourism

 
and hotel facilities.

A
s a result of introduction of such innovation 

in educational process is opened possibility of 

preparing the com
petent personnel for sphere of 

the tourism
 and hospitality in U

zbekistan.

C
onclusion 

B
rightly 

expressed 
econom

ic 
nature 

of 
tourist 

activity 
requires 

today 
and 

corresponding 
to 

professional, 
first 

of 
all, 

econom
ic 

know
ledge. 

Today tourism
 and hospitality need the specialists 

new
, econom

ic structure, w
hich can literate orient 

and m
ake a decision  in condition of the change 

the m
arket conjuncture and, accordingly, obtain the 

professional success in its career. S
o com

petent 
preparation of the econom

ic literate specialists 
m

ust becom
e the base elem

ent in preparing the 
personnel for tourist industry. This condition is an 
im

portant prem
ise of the efficient operation and 

developm
ent of national and regional tourism

.

Today one of the m
ost m

ajor problem
s in high 

professional 
tourism

 
education 

is 
a 

provision 
quality preparation of the specialists for hospitality 
sphere. In this process defining role rightfully 
conduct to the developm

ent a practice- oriented 
curriculum

. D
esigned by us w

ithin the fram
ew

ork 
of the tem

pus project M
P

-je
P

-23027 “e
ducation 

tourism
 

and 
hospitality 

in 
C

entral 
A

sia” 
new

 
curriculum

 (convergent curriculum
), capable to 

prepare the skilled personnel for sphere of the 
tourism

 and hospitality w
ith a glance for necessities 

and request of the tourism
 institutions and hotels, 

as w
ell as taking into account leading experience 

of the E
uropean universities. This allow

 transition 
from

 adm
inistrative m

ethod to m
arket m

ethods 
of 

preparation 
bachelors 

in 
U

zbekistan. 
A

s, 
recom

m
ended innovative curriculum

 is based not 
on connected w

ith each other special courses, 
but 

is 
based 

on 
theorist-practical 

educational 
m

odules. A
s a result of adoption of such innovation 

in educational process w
ill open possibility of the 

m
astering the credit system

 in high schools of 
our republic. That in turn to allow

 the integration 
of U

zbek high schools to E
uropean educational 

system
, as w

ell as conversion U
zbek diplom

as on 
international level.

In conclusion w
ant to em

phasize that science, 
education 

and 
tourism

 
in 

m
odern 

conditions 
the notion inseparable from

 ach other.  O
nly on 

scientific 
base 

in 
high 

educational 
institutions 

possible to prepare the com
petent personnel for 

industry of the tourism
 and hospitality, but tourism

, 
accordingly, w

ill be able to occupy the w
orthy 

place in econom
y of the country and develop 

in interest of the prosperity of U
zbekistan and 

provision of life need of the republic citizens. In 
high schools should pay close attention to job 
arrangem

ent of the students, form
ulate necessary 

services to get a job and for helping to graduators 
self developm

ent w
e offer to create a new

 “C
areer 

centre” in U
zbekistan high schools.
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A
bstract

In m
odern society to develop and enhance the 

learning experience of first year students in higher 
education, it is im

portant to assist and co-ordinate 
their 

transition 
into 

university 
environm

ent. 
Therefore, 

it 
is 

im
portant 

to 
have 

strategic 
approach for students to develop independent 
learning skills that are required, in order for them

 
to take interest in learning and benefit from

 the 
assessm

ents set by higher education institutions. 
O

ver the last decade, higher education institutions 
has started looking at the approach to enhance the 
developm

ent of student learning in each taught 
m

odule be m
ore focused for industry and student 

centred style of learning for each student from
 first 

to final year. 

This paper looks at the case of A
pplied Technology 

and Finance, a m
odule that is studied in the first 

sem
ester of the first year and that is regarded w

ith 
trepidation by m

any of the cohort on the m
odule. 

The m
odule team

 started to take approach that 
is designed an assessm

ent process that fitted in 
w

ith several aspects of the U
niversity environm

ent 
such 

as 
the 

use 
of 

W
ebC

T 
and 

the 
system

 
that helps student to engage w

ith leaning and 
assessm

ent. The inform
ation technology based 

assessm
ents 

are 
being 

used 
to 

develop 
and 

attract first students to integrate w
ith individual 

learning. Inform
ation technology is an invaluable 

tool in support of teaching and learning, it helps 
the lecturers to com

m
unicate w

ith students and 
provide them

 w
ith up to date inform

ation on tim
e. 

The Inform
ation Technologies are rapidly grow

ing 
global com

m
unication netw

orks w
ays of sharing 

and 
exchanging 

the 
inform

ation. 
Technology, 

and m
ore specifically inform

ation technology, has 
radically changed the w

ay students develop their 

learning skills for industry and enhancing their 
know

ledge. 

This 
paper 

w
ill 

exam
ine 

an 
approach 

to 
the 

developm
ent first year student learning experience 

through IT assessm
ent using C

om
puter A

ided 
A

ssessm
ent (C

A
A

).  It w
ill look at the rationale for 

the assessm
ent of IT skills and the relevance for 

higher education in general.  

E
-M

ail: r.raj@
leedsm

et.ac.uk 

E
-m

ail: s.r.jones@
leedsm

et.ac.uk

Introduction
The w

hole issue of inform
ation technology is of 

m
ajor interest to the higher education institutions. 

The new
 m

illennium
 has provided som

e of the m
ost 

exciting technological advancem
ents, w

hich has 
transform

ed the w
ay higher education institutions 

are 
m

anaged, 
organised 

and 
developed. 

The 
technology is a phenom

enon, and it is dram
atically 

changing the w
ay universities do business w

ith 
their custom

ers. 

In a clim
ate of increased com

petition, reduced 
funding, possible drop in university applications, 
one w

ay of increasing student num
bers w

ould be 
by enhancing student experiences on the internet. 
It is w

idely accepted that relationship m
arketing 

enhances by positive experience and the Internet 
is a key relationship building tool. 

Technology 
w

ill 
essentially 

bring 
about 

a 
great 

need 
for 

fully 
autom

ated 
environm

ents 
w

hereby 
m

anagem
ent, 

planning 
and 

everyday 
adm

inistration w
ill be the dom

ain of the technician. 
U

niversities w
ill find them

selves w
ith students that 

require further funding to m
anage and im

plem
ent 
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procedures to enable m
anagerial functionalities 

to 
operate 

better 
and 

efficiently 
in 

the 
given 

environm
ent. Van D

er Vyver (2009) states that:

W
e live in an era characterized by rapid change 

and a crucible of that change is the IC
T industry. 

M
ost IC

T professionals find them
selves under 

constant pressure as they strive to deliver ever 
m

ore com
plex technologies in the presence of 

increasingly severe constraints and a paradigm
 

shift in the IC
T profession. (P.19)

Therefore, 
inform

ation 
technology 

helps 
the 

educational institutions to enhance the students 
learning by developing courses in IT. In order 
develop skills and create career opportunities for 
students to think analytically.

This 
paper 

considers 
the 

changing 
nature 

of 
inform

ation technology and the im
plications for the 

higher education institutions. The last decade has 
w

itnessed a grow
ing interest in the developm

ent 
of higher education and increasing num

bers of 
students. The paper w

ill also consider the gaps in 
the research in this sector, in particular, as to how

 
the internet can be used to enhance university 
student learning by using the IT based assessm

ent, 
particular focus w

ill be developm
ent of first year 

students experience.

A
ppreciation for Internet Technology by 

H
E

 
A lack of recognition of the potential benefits 
of 

using 
the 

inform
ation 

technology 
at 

higher 
education level is also highlighted as a barrier to 
progress for students.

“Inform
ation from

 the U
nited S

tates suggests 
that even w

here people are able to afford 
access to IC

T, particularly the Internet, they w
ill 

often choose not to use it because they do not 
perceive that the content or the functionality is 
m

eaningful for them
”. 

http://w
w

w
.m

ed.govt.nz/pbt/infotech/ictinclusion/ictinclusion-
04.htm

l

This is particularly true for students com
ing from

 
deprived com

m
unities, but can extend also to other 

groups in society. The students from
 deprived 

com
m

unities are not using the Internet.  In the U
K

 
the internet is significantly under represented w

ithin 
the ethnic m

inority com
m

unities.  B
y not using the 

inform
ation technology to enhance their learning 

and know
ledge, such groups are m

issing out on 
access to inform

ation, know
ledge, products and 

services that could enhance their w
ell being and 

increase their ability to m
ake a greater econom

ic 
contribution. 

The G
overnm

ent m
ust m

ake a greater effort to 
spread its m

essage to students from
 ethnic m

inority 
and other deprived com

m
unities. C

om
m

unication 
can be im

proved dram
atically in one step, if the 

governm
ent invested tim

e and m
oney into ensuring 

that ethnic com
m

unities are aw
are of the benefits 

of inform
ation technology. This w

ould send a clear 
signal to the ethnic m

inority com
m

unity that the 
governm

ent w
as taking account of their specific 

needs and concerns. 

C
astells (1998) highlights the inequality of access 

to the inform
ation technology, w

hich can be found 
w

ithin industrialised countries and less industrially 
developed countries. C

astell (1998, p.162) believes 
disadvantaged com

m
unities are:

“S
ocially and culturally out of com

m
unication 

w
ith the universe of m

ainstream
 society” 

In addition, Inform
ation Technology has becom

e 
a pow

erful tool for enhancing student learning. 
These developm

ents on innovative technology 
in 

com
m

unity 
environm

ents 
have 

posed 
the 

challenging im
pact in inform

ation technology. The 
utilisation of Inform

ation technology, as a part of 
com

pany’s corporate strategy, enhanced custom
er 

service and substantial com
petitive advantages 

(B
oone &

 K
utz, 1999). M

oreover, students need 
to adopt the inform

ation technology as a m
ajor 

com
m

unication 
tool 

for 
the 

future 
in 

order 
to 

com
pete and have the com

petitive edge.

Internet Teaching and Learning
E

lectronic 
learning 

is 
a 

generic 
term

 
for 

all 
m

echanism
s 

em
ployed 

to 
aid 

learning 
and 

dissem
inate 

inform
ation 

through 
an 

electronic 
m

edium
. the term

 e-learning w
ithin this paper 

involves using the Internet as a com
m

unication 
m

edium
. S

uch a tool has been used extensively 
w

ith the H
E

 sector as a m
eans to assist in the 

learning process and at the sam
e tim

e assist w
ith 

geographic differences associated w
ith distance 

learning. W
hilst not intended to be a replacem

ent for 
traditional classroom

 m
ethods, electronic learning 

does offer alternative teaching m
ethods w

hich 
m

ust not be disregarded and treated as futuristic, 
non operational and inappropriate. Throughout 

the H
e

 sector it is clear that e-learning does offer 
all 

educational 
stakeholders 

opportunities, 
to 

not only engage w
ith H

E
 environm

ent, but also 
offers potential resource and cost savings w

hich 
them

selves can be passed on to the student 
com

m
unity. 

In 
addition 

to 
the 

aforem
entioned 

savings, 
electronic 

learning 
does 

enable 
H

E
 

institutions the potential to further facilitate student 
retention and therefore im

pact positively upon 
student developm

ent. (S
ajja 2008) argues that the 

higher education institutions should address the 
follow

ing techniques w
hen developing e-learning 

program
m

es: 

Table 1: Selected quality param
eters w

ith required IT support m
echanism
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C
om

m
on e-learning tools used via the internet 

include discussion boards, e-m
ail, chat room

s, 
video stream

ing and docum
ent transfer. In fact, 

B
onk 

(2004) 
lists 

thirty 
different 

technologies 
currently used to dissem

inate e-learning. B
ut w

hat 
ever e-learning strategy is em

ployed to facilitate 
student learning they need to be em

ployed in 
such aw

ay that all students are fully em
bracing of 

such an approach and that e-learning is not sim
ply 

em
ployed to replace traditional teaching m

ethods. 

The developm
ent of IT skills of First Year 

S
tudent in H

E
There is an increasing am

ount of research in 
the H

igher E
ducation sector regarding students 

experience during their first year of study. Yorke 
and longden (2004) identified four key reasons 
w

hy 
students 

leave 
program

m
es 

of 
academ

ic 
study.  Tw

o of these reasons can be seen as being 
w

ithin the area of influence of institutions.  These 
are: the students’ experiences of their program

m
e 

and m
ore broadly experiences w

ithin the institution 
of study and, secondly, students’ failure to cope 
w

ith academ
ic dem

ands m
ade by their program

m
e 

of study.  It is for these tw
o reasons that the 

im
portance of IT skills to new

 entrants are w
orthy 

of further investigation.

S
tudents need a set of generic IT skills to 

satisfactorily undertake their course of study. 
S

tudent satisfaction and progression are 
com

prom
ised if they do not have these skills. 

E
qually w

here students are uncertain of a 
particular skill set form

ative assessm
ent and 

the accom
panying feedback is im

portant 
(yorke and longden, 2004)

it skills are a prerequisite for e-learning 
– usage of Virtual learning environm

ents has 
increased substantially in recent tim

es and 
staffs in institutions are developing increasingly 
com

plex learning system
s this m

akes 
increasing dem

ands on student IT skills.

S
tudents w

ithout a basic set of IT 
com

petencies place considerable pressures on 
support m

echanism
s w

ithin institutions. 

The use of IT applications w
ithin a class 

m
ay be based upon assum

ptions regarding 
existing levels of students’ IT com

petency.  If 
these assum

ptions do not hold, lecturers can 
unexpectedly find them

selves undertaking 

••••

rem
edial w

ork w
ith those students in the class 

w
ho do not have sufficient IT skills.  

There is increasing recognition of the 
im

portance of IT skills in benchm
arks on key 

skills, from
 professional bodies and em

ployers.  

Institutions 
w

ho 
do 

not 
give 

students 
the 

opportunity to im
prove and update skills m

ay 
w

ell be com
prom

ising these students chance of 
success.

S
tudent E

xperience in H
igher E

ducation
The debate of regarding students as custom

ers 
(or consum

ers) has been evident in the education 
and m

arketing literature for several years. (D
riscoll 

and W
icks 1998; and C

onw
ay et al. 1994). O

ver 
three decades ago K

otler (1971, 1972) and later 
k

otler and a
ndreassen (1987) believed that w

hen 
universities face falling dem

and they should focus 
on the custom

er (i.e. the student) and rem
arket the 

product (i.e. education).  C
onw

ay et al. (1994) from
 

their literature review
 on the role of students in H

E
 

concluded that the student is perceived as the 
custom

er and the product is seen as the course/
program

m
e. H

ow
ever, from

 their ow
n exploratory 

research of eighty-three H
e

 institutions m
ission 

statem
ents they discovered that only half the 

institutions im
plied a custom

er orientation in their 
planning and only one institution clearly identified 
the dual role of the student as a product and as a 
custom

er. A
s a result the authors w

arned that m
any 

u
k

 H
e

 institutions w
ere ill-prepared to respond to 

the increasingly com
petitive environm

ent in w
hich 

they have been placed. 

in an opposing view
 d

riscoll and W
icks (1998: 

59) argue against the use of m
arketing oriented 

practices in H
E

 and the use of custom
er to refer 

to students. A custom
er orientation assum

es that 
custom

ers are aw
are of their needs, and can 

com
m

unicate them
 to producers or use them

 as 
a basis for selecting am

ong com
peting products. 

S
tudents do not necessarily possess self-serving 

tendencies and university faculties are not alw
ays 

best able to know
 students educational needs. 

O
n a sim

ilar point B
rookes (2003) stated that 

the m
arriage of the ideas of consum

erism
 and 

education seem
s strange for m

any academ
ics 

for they believe that ideas are priceless and that 
they are free.  Thus to m

ake ideas buyable is a 
new

 concept and, for m
ost academ

ics theoretically 
uncom

fortable. 

•

The m
odule team

 also believe that students can 
not be treated as consum

ers in the truest sense 
as in a com

m
ercial m

eaning. For exam
ple, in a 

restaurant a new
 m

eal could be given if you are 
not entirely happy w

ith the one already served 
but it w

ould be inappropriate to alter grades just 
because the students m

ay not be satisfied w
ith 

the grade aw
arded. H

ow
ever, as students are 

contributing to their fees resulting in a financial 
transaction taking place then universities m

ay have 
to consider adopting som

e consum
er oriented 

practices to enhance their learning experience. 
For 

exam
ple, 

designing 
courses 

w
ith 

student 
job prospects in m

ind, im
proving com

m
unication 

w
ith the students and being sym

pathetic to their 
individual needs. e

-learning can offer students the 
flexibility to learn in their ow

n tim
e, the availability 

of notes and assessm
ent in electronic form

at to 
be dow

nloaded at their ow
n convenience, and a 

platform
 to com

m
unicate w

ith staff and colleagues 
in real tim

e.  A
ll in all, providing a level of service 

w
hich 

m
eets 

the 
needs 

of 
the 

custom
er 

and 
produces 

custom
er 

satisfaction. Therefore, 
w

e 
hypothesize that in order to develop relationship 
w

ith the students in an e-learning environm
ent 

a custom
er oriented approach is needed w

hich 
positively im

pacts the service quality provided.  

P
arties 

involved 
in 

a 
relationship 

m
ust 

have 
positive 

experiences 
in 

order 
to 

reach 
the 

required overall level of satisfaction over a period 
of 

tim
e 

and 
develop 

the 
relationship 

further. 
N

egative experiences m
ay, of course, hinder the 

relationship, or even lead to custom
er defection. 

Furtherm
ore, one tends to rem

em
ber best the last 

experience. Thus one positive experience m
ay be 

sufficient to alter perceptions of m
ore than one 

preceding negative experience, and vice versa. 
This suggests the im

portant influence experience 
can have on custom

er satisfaction and, the m
ore 

satisfied 
the 

custom
er, 

the 
m

ore 
durable 

the 
relationship. S

torbacka et al. (1994) believes that 
custom

er satisfaction can be experienced at both 
an episodic and at a m

ore general relationship 
level.

therefore it follow
s that e-learning students m

ust 
have positive episodic experiences during their 
course of study in order to develop the relationship 
w

ith the university. U
nfortunately, according to B

onk 
(2004) currently m

ost online learning tools focus 
on recording and facilitating student enrolm

ents 
and reporting progress and com

pletions, not on 
engaging learners in rich, interactive experiences. 
B

onk and D
ennen (2003) state that there is a need 

for m
otivationally engaging content. They continue 

by pointing out that there is a need to know
 how

 
to build effective interaction, collaboration, and 
engagem

ent w
ith online technologies.

B
onk and D

ennen (2003) further note that in 
traditional classroom

s, effective instructors create 
a supportive but challenging environm

ent, project 
enthusiasm

 and intensity, provide choice, create 
short-term

 goals and offer im
m

ediate feedback 
on perform

ance.  Instructors m
ay also create 

a 
positive 

and 
psychologically 

safe 
learning 

environm
ent.  In order to enhance the student’s 

online-learning experience B
onk (2004: 4) suggest 

that instructors m
ight em

ulate off-line strategies 
by 

having 
students 

use 
or 

m
anipulate 

real 
w

orld content. U
sing a problem

 based learning 
approach; they m

ay create final products for a 
real-w

orld entity or solve real w
orld problem

s. 
D

uring such a project students could interact w
ith 

experts and com
m

unity leaders online or engage 
in online conflict w

ith their peers in debate or role-
activities. Their com

pleted assignm
ents m

ight be 
displayed in online-gallery or studio. the hope is 
that students w

ill receive im
m

ediate, genuine, and 
specific feedback on their w

ork from
 their peers, 

instructors, and external exam
iners. 

S
tudent Feedback 

It is im
portant for m

odule team
s and individual 

lecturer’s to obtain student view
s on m

odules been 
taught to students during the academ

ic year. The 
student view

s need to be obtained on follow
ing 

key areas.

Q
uality of Teaching

C
am

pus S
ervices

P
rovision of Learning

P
rogram

m
e D

esign and structure

P
otential or Future D

evelopm
ents 

The student view
s are vital part for any university 

to carry out future developm
ents. The feedback 

should alw
ays be analysed and responded by the 

m
odule team

 and course com
m

ittee to im
prove 

the student experience. It is also im
portant to bear 

in m
ind the students should not be assessed in 

the process of collecting feedback and evaluation 
exercise. The feedback w

hich is collected by the 
m

odule team
 should be in form

 of anonym
ously 

•••••
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and som
e cases it m

ay not be possible, but 
m

odule team
 should ensure the responses from

 
students are retained confidential. In addition, the 
m

odule team
s should address the both positive 

and negative com
m

ents in sam
e m

anner. The 
negative com

m
ents w

hich are obtained at end of 
the m

odule should be treated as im
portant and 

m
ake changes for the follow

ing year. 

In m
odern education system

 it is im
portant for 

lecturers to obtain and provide a good quality 
feedback to students. Feedback is very crucial for 
student learning and therefore it is vital to provide 
com

prehensive and tim
ely feedback to students, 

so they can able to learn from
 the m

istakes they 
have m

ade in the assessm
ent. Feedback w

ill 
m

ake students to realise in w
hich areas they have 

done w
ell and in w

hich areas they need to im
prove 

in the future. H
olden (2008) states that:

A
ssessm

ent, and expectations of assessm
ent, 

need 
to 

provide 
feedback 

to 
support 

the 
learning process – it is another learning tool 
that student’s need to learn to use effectively if 
they are to succeed at university.

http://escalate.ac.uk

Therefore, it is vital for teaching staff to provide 
effective feedback to enhance students learning 
experience. Feedback helps individual students 
to im

prove their learning skills and produce better 
assignm

ent and reports for assessm
ents. France 

and W
heeler (2007, pp.9) argued that feedback is 

key to learning process of individual students.

P
roviding 

students 
w

ith 
effective 

feedback 
is 

a perennially challenging issue w
ith staff and 

students alike, and is a vital com
ponent of their 

ongoing learning. 

w
w

w
.gees.ac.uk/planet/p18/df2.pdf

R
esearch design and m

ethodology
The study took place betw

een N
ovem

ber and 
d

ecem
ber 

2008 
at 

the 
leeds 

M
etropolitan 

U
niversity, E

ngland. The m
odule team

 developed 
an on-line questionnaire that contained both open 
and closed questions. The questionnaire w

as send 
to all level one students doing B

A E
ntertainm

ent, B
A 

E
vents M

anagem
ent, H

N
D

 E
vents M

anagem
ent, 

B
A 

Tourism
 

M
anagem

ent 
and 

H
N

D
 

Tourism
 

M
anagem

ent through the V
LE

 to ask about the 
learning experience through IT assessm

ent using 

C
om

puter A
ided A

ssessm
ent (C

A
A

). S
aunders, 

Lew
is 

and 
Thornhill 

(2000) 
acknow

ledge 
that 

business and m
anagem

ent research rarely falls 
neatly 

into 
either 

phenom
enology 

or 
positivist 

approaches. This m
ix of philosophies continues into 

research approach choice. The research purpose 
and im

portance of respondent participation w
as 

explained prior to all questionnaires, checks w
ere 

m
ade to ensure that the respondent w

as aw
are of 

the event and thus able to participate in the study.  
A

ppropriate 
assurances 

w
ere 

m
ade 

regarding 
confidentiality and anonym

ity as recom
m

ended by 
B

ell (1993) and B
laxter, H

ughes and Tight (1996).  
In order to achieve highest response rate possible, 
the questions w

ere kept very short and easy to 
understand efforts w

ere focused on avoiding bias 
and am

biguous language. 

In addition, secondary data w
ere used through 

the w
hole study. The secondary research w

as 
undertaken in the form

 of a literature review
 of key 

theories and current related research. This took the 
form

 of researching books, journals, new
spaper 

articles, online journals and the Internet.   This 
w

as essential in dem
onstrating aw

areness of the 
current state of know

ledge on the subject and 
how

 the proposed research w
ould add to w

hat is 
already know

n (G
ill &

 Johnson, 1991). 

R
esearch procedure and Findings

The m
odule team

 personally adm
inistered the 

questionnaires to 506 level one undergraduate 
B

A E
ntertainm

ent, B
A E

vents M
anagem

ent, H
N

D
 

E
vents M

anagem
ent, B

A Tourism
 M

anagem
ent 

and 
H

N
D

 
Tourism

 
M

anagem
ent 

students 
at 

the end of their first sem
ester m

odule A
pplied 

Technology and Finance. The students com
pleted 

the questionnaires in approxim
ately in 5 m

inutes 
using 

S
N

A
P. 

The 
data 

w
as 

autom
atically 

got 
recorded and m

odule team
 conducted a descriptive 

analyses. A response of 155 students to the survey 
m

eant that the response rate w
as 30.6%

. The 
response w

as in-line w
ith the dem

ographics of the 
population of the m

odule.

The follow
ing contains analysis and discussion of 

responses to the survey. Initially it w
as necessary 

to establish an idea of the students’ confidence 
of success in a university environm

ent. A
s can 

be seen from
 the follow

ing chart 1, m
ost are 

confident, but around 25%
 are neutral on this or 

unconfident. 

C
hart1

C
hart 2 

First year experience literature w
ould suggest that 

for this group and the confident m
ajority, the initial 

assessm
ent is very im

portant.

D
espite 

this 
confidence, 

an 
enquiry 

into 
the 

im
portance of the first assessm

ent reveals that 
the first assessm

ent, chart 2 (provided in w
eek 2 

– 3 of this m
odule) w

as an im
portant m

ilestone for 
students w

ith 80%
 finding it a useful experience 

– 
perhaps 

their 
confidence 

w
as 

tem
pered 

by 
doubts?

A
nother question w

as asked to students to m
ake 

any other com
m

ents relating to their experience 

on assessm
ent. The com

m
ents below

 highlight 
the student’s perception on assessm

ent during the 
first few

 w
eeks in university.

A
s one respondent com

m
enting on this experience 

put it 

“Very daunting at first but the m
ore you do them

 
you can put things into perspective and the 
actual fear of the exam

 seem
s to lessen slightly.  

I think being able to get a result straight aw
ay 

helps a lot as you can see w
here you need to 

im
prove and can start to do som

ething about it 
straight aw

ay.” 
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A
nother com

m
ented

“the first assessm
ent w

as a positive experience 
w

hich gave m
e som

e m
ore confidence”

S
o w

hat did the use of technology provide the 
student?

A
s noted in the literature review

 above, technology 
can provide a num

ber of useful areas of support 
for the students’ experience at university. O

n of the 
key areas is speed of processing responses. In this 
case, there w

as a m
ajority of 87.7%

 of respondents 
w

ho found the use of technology useful.

W
hen asked about quick return of results the figures w

ere even m
ore in agreem

ent. This indicates 
results are even m

ore im
portant than the students view

ing their overall level of achievem
ent. P

erhaps it 
overcom

ing a psychological barrier and m
oving on to the rest of their studies?

M
uch as been w

ritten about the strategic learner and the need to get a m
ark for w

ork com
pleted. S

om
e 

of the com
m

entaries have seen the students as then disregarding feedback. R
esults in this survey show

 
that this is not the case.

the use of technology to provide feedback w
as useful to over 80%

 of students. this is im
m

ediate 
but necessarily brief. it is also apparent that m

any students (77.4%
) also found the tutor input useful. 

P
erhaps this is a case of using one to confirm

 the other?

Technology can also provide a num
ber of useful 

benefits over and above those possible in a typical 
face to face scenario. The blend can often add 
significant value. A num

ber of these are noted in 
Table 1. The follow

ing indicates students’ use of a 
num

ber of these features.

It can be seen that the resources m
ade by the 

technology in general are used at least ‘a lot’ 
by m

ore than 70%
 of students. Interestingly, the 

extra m
aterial m

ade available by the technology is 
used m

uch less – the m
odule team

 are less clear 
about w

hy this is. It m
ay w

ell be that students are 
achieving results and don’t feel they need this 
supplem

entary resource or just don’t recognise 
the value. The students also don’t use the study 
hints to any great extent. It is som

ething covered 
in class and is both one of the problem

s of blended 
learning and an advantage in that students can 
access the sam

e thing in m
ore than one w

ay. 

C
onclusion 

The present study found that in m
odern education 

system
 it is vital for universities to use an interactive 

assessm
ent m

ethod w
hich offers students flexibility 

and enhance their learning. The E
lectronic learning 

is a generic term
 for all m

echanism
s em

ployed to 
aid learning and dissem

inate inform
ation through 

an electronic m
edium

. (S
ajja 2008) argues that 

the 
higher 

education 
institutions 

should 
adopt 

m
echanism

s w
hich offer the student’s opportunity 

to 
access 

the 
learning 

m
aterial 

from
 

various 
different sources. 

Inform
ation 

technology 
has 

radically 
changed 

the w
ay students develop their learning skills for 

industry and enhancing their know
ledge. From

 the 
prim

ary research show
ed that strategic learner feel 

happier and com
fortable w

ith getting a m
ark for 

w
ork com

pleted. S
om

e of the com
m

entaries have 
seen the students as then disregarding feedback.
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Introduction
This paper constitutes an installation w

ork for 
a project, w

hich has the aim
 of considering and 

com
paring 

the 
nature, 

form
 

and 
direction 

of 
m

arketing 
teaching 

in 
a 

num
ber 

of 
E

uropean 
country contexts.

A
s a broad principle, E

uropean U
nion (E

U
) policy 

has, 
for 

several 
decades, 

sought 
to 

develop 
harm

onization and standardisation across a range 
of social, political and econom

ic spheres. E
uropean 

U
nion 

processes 
are 

naturally 
interconnected 

w
ith a w

ider global context of internationalisation 
and 

globalisation 
and 

their 
attendant 

inherent 
propensity to encourage standardization and pan-
generic 

strategic 
approaches, 

responses 
and 

system
s. 

H
igher 

education 
is 

no 
exception 

to 
these 

effects 
of 

converging 
standards 

and 
patterns. 

a
ccording to thoben (2008), the e

uropeanisation 
or internationalisation of higher education, is a 
necessary im

perative to encourage E
urope to 

grow
 holistically, or in other w

ords, converge, 
politically, culturally and econom

ically, resulting in 
a stronger E

urope aw
are of its shared heritage. 

For E
uropean higher education, this trend tow

ards 
convergence at the national m

acro-level has been 
driven by a num

ber of im
portant initiatives built 

around, prim
arily, the B

ologna P
rocess (R

eichert 
and Tauch, 2003, 2005).

The B
ologna P

rocess has led m
any universities 

w
ithin E

urope to prom
ote the internationalisation 

of the university system
, w

ith a focus on the 
standardisation of a E

uropean H
igher E

ducation 
A

rea 
(E

H
E

A
) 

(K
ing 

and 
Verbik 

, 
2007). 

The 
underlying 

aim
 

of 
the 

E
H

E
A 

is 
to 

develop 
graduates that are able to succeed in any industry 
or profession, regardless of the E

uropean place 
of study. The process w

as launched in 1999 by 
various 

national 
governm

ent 
m

inisters 
w

ithin 
e

urope rather than the e
uropean u

nion. tw
enty-

nine countries signed a joint declaration to create 
the 

E
uropean 

H
igher 

E
ducation A

rea 
(E

H
E

A
) 

by 2010 and to prom
ote a E

uropean system
 of 

higher education. The w
orkings of this declaration 

encom
pass a span of elem

ents, including: com
m

on 
degree structures; quality assurance cooperation; 
and, schem

es for increased transparency and 
com

parability 
of 

qualifications. 
Throughout 

the 
literature on the E

H
A

E
, there is a large debate 

surrounding the extent to w
hich convergence is 

taking place at the national level w
ithin E

uropean 
educational system

s and the degree to w
hich 

differences or sim
ilarities m

ay exist. 

W
hilst 

there 
is 

a 
considerable 

discussion 
surrounding the degree of convergence at both 
the m

acro and national context of E
uropean higher 

education system
s, there are considerably few

er 
studies on the extent to w

hich convergence or 
divergence are prevalent in particular disciplinary 
areas. The present paper identifies this as a gap in 
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the literature and the argum
ent herein utilises the 

discipline of m
arketing in an attem

pt to investigate 
the issues that em

erge in relation to this gap. The 
project initiates a com

parative study of m
arketing 

courses 
to 

determ
ine 

the 
extent 

they 
share, 

or do not share, generic or varied pedagogic 
characteristics and practices across a num

ber of 
E

uropean settings. 

The study exam
ines this issue by focussing on a 

range of sam
ple national contexts, nam

ely, France, 
Italy, G

erm
any and the U

nited K
ingdom

. H
ow

ever, 
at this prelim

inary stage only a pilot study has been 
conducted in France and the U

nited K
ingdom

. The 
construction of the country sam

ple is also planned 
to assem

ble a num
ber of representative E

uropean 
generic 

them
es 

encom
passing, 

for 
exam

ple: 
northern – southern axes as and e

ast-W
est axes, 

R
om

ance cultures in the m
eridional part of E

urope 
and 

N
orse-G

erm
anic 

cultures 
in 

the 
northern 

regions. Therefore, it is possible that follow
ing the 

trial period, the sam
ple initially envisaged for the 

research m
ay be expanded to em

brace data from
 

additional E
uropean U

nion C
ountries.  

W
ithin the sam

ple national settings ‘the unit of 
analysis’ for the study w

ill be the ‘institution’. A 
num

ber of institutions w
ill be identified and data 

collected from
 them

. a
s such they w

ill form
 case-

studies or vignettes. In addition, a num
ber of 

variables have been identified for the purposes of 
the study. These are draw

n from
 a reading of the 

pedagogic literature com
bined w

ith observations 
draw

n 
from

 
em

pirical 
practice. 

G
iven 

the 
discussion nature of the present paper, these are 
still in form

ation and process of consolidation but 
they are likely to include, for exam

ple: structure 
of m

arketing program
m

es, the type of delivery 
m

ethods adopted, teaching styles and the nature of 
professional relationships held betw

een academ
ic 

staff and students

From
 this analysis, the intention is to identify 

and evaluate a num
ber variables w

ith the aim
 of 

understanding the degree to w
hich there is, or 

not, a m
ove tow

ards disciplinary convergence 
in teaching approaches to m

arketing across the 
sam

ple set against a background of E
uropean 

policy harm
onisation. This provides the opportunity 

to generate a priori com
m

ents on the potential 
interaction 

and 
interplay 

betw
een 

the 
m

acro-
contexts 

of 
E

uropean 
and 

national 
H

E
 

policy 
and m

icro-level contexts w
ithin the area of the 

m
arketing discipline. 

C
onceptual and P

ractical C
onvergence 

and D
ivergence in B

usiness S
chools 

w
ithin the E

uropean U
nion

a
s a prelim

inary step to a e
u

 cross-country study 
of teaching and learning w

ithin the status of the 
m

arketing discipline, it is perhaps im
portant to 

highlight som
e key educational variations that 

exist on a national m
acro-level.

The notion of com
parative pedagogic analysis 

across different countries is not novel per se. 
In the case of the E

uropean U
nion it has been 

undertaken in relation to a w
ide range of dom

ains 
including, for exam

ple quality assessm
ent and 

econom
ics, academ

ic freedom
 and so on and so 

forth (B
rendan, 1992; K

arran, 2007). 

M
odernization theory states that the econom

y, 
social conditions and cultural values of a society 
are to a large extent structurally and functionally 
linked and change in relatively predictable w

ays. 
A

ccording to K
ragh &

 D
jursaa (2006) all societies 

eventually 
pass 

through 
the 

sam
e 

stages 
of 

developm
ent, 

m
oving 

from
 

traditional 
agrarian 

to m
odern industrial society and from

 there to 
post-industrial or postm

odern form
s. this im

plies 
that social evolution displays a high degree of 
hom

ogeneity. 
H

ow
ever, 

according 
to 

K
ragh 

&
 

D
jursaa (ibid.), this does not necessarily im

ply 
that societies converge rather that sim

ilarities m
ay 

occur.

P
revious w

ide-ranging studies on organisations, 
such as those conducted by H

ofstede (2001), 
suggest significant differences in m

anagem
ent 

styles w
hich are sym

ptom
atic of the m

ore m
acro-

cultural differences betw
een national societies and 

cultures. O
n the other hand, it should be noted that 

surveys such as H
ofstede’s have been subjected to 

strong critique and problem
atisation (M

cS
w

eeney, 
2002). N

evertheless, such literature addressing 
international dim

ensions frequently point tow
ards 

authority, trust, com
m

unication, interaction and 
overall com

plexity, varying from
 organisation to 

organisation and from
 country to country.

A
s 

a 
discipline, 

m
arketing 

is 
typically 

located 
in business schools (rather than, for exam

ple, 
alternative 

social 
science 

faculties). 
There 

is 
therefore scope and indeed a need to reflect on the 
character and energies shaping business school 
cultures w

hich act as an over-arching influence 
on the disciplines taught and researched therein. 
E

xisting research suggests that business school 

teaching and m
anagem

ent w
ithin organisations 

tend to enact sim
ilar socio-cultural values and 

thus it seem
s logical that if such differences have 

been found w
ithin organisations, then differences 

are also likely to play out w
ithin business schools 

across E
urope. W

hile there is little doubt that 
ongoing 

efforts 
of 

the 
B

ologna 
P

rocess 
have 

encouraged m
any universities w

ithin E
uropean 

higher 
education 

system
s 

to 
prom

ote 
the 

internationalisation m
odel of the university system

 
the extent to w

hich this has been operationalised 
in a hom

ogeneous m
anner is less clear (B

row
n 

and Lauder 1992; R
eichert and Tauch, 2005).

In 
order 

to 
identify 

differences 
in 

approaches 
to teaching and learning that apply to business 
schools across countries, surveys w

ere conducted 
by K

ragh &
 B

islev (2003) as cited in K
ragh &

 
D

jursaa (2006), at C
openhagen B

usiness S
chool, 

using a sam
ple of foreign exchange students. 

Them
es 

exam
ined 

w
ithin 

their 
survey, 

w
hich 

w
as 

developed 
based 

on 
tw

enty-five 
in-depth 

interview
s, related to firstly, authority and equality. 

For 
exam

ple 
the 

relationship 
held 

betw
een 

professors and students and the degree of control 
exercised by professors. S

econdly, the degree 
of 

com
plexity 

and 
dem

ocratic 
participation 

in 
teaching. This question m

ainly addressed issues 
such as how

 often business cases w
ere used in 

class, how
 often students w

orked in groups or 
conversely, the regurgitation of facts and textbook 
know

ledge or critical discussion and individual 
perspectives. Further factors included, degree of 
com

m
unication flow

s and epistem
ology, level of 

interaction involved w
ith teaching and finally the 

am
ount of group w

ork adopted. 

A
ccording to K

ragh and B
islev’s (2003) research, 

there is evidence of clear differences at business 
schools in a w

ide range of countries w
ith regards 

to teaching styles, particularly w
ith regards to the 

am
ount of authority and participation exercised. 

R
esults from

 their research indicated that countries 
such as S

w
eden, Finland, G

reat B
ritain, the U

S
A

, 
am

ongst others, adopt teaching styles of high 
em

pow
erm

ent. These countries have the m
ost 

egalitarian relationships betw
een students and 

professors and the highest degree of com
plexity 

in teaching, including and em
phasis on critical 

discussion and exchange of opinions. C
ountries 

such as France, S
pain, G

erm
any, P

oland and Italy 
adopt teaching styles w

hich are reflective of low
 

em
pow

erm
ent. These nations adopt m

ore autocratic 
approaches to teaching at their business schools, 
w

ith an em
phasis on facts and textbook know

ledge 

(ibid). A further exam
ple of a nation w

hich follow
s a 

m
ore autocratic approach to teaching and learning 

is C
hina. W

hen C
hinese students arrive in the U

K
 

to study, m
any are surprised at w

hat they perceive 
as a lack of discipline in U

nited K
indgom

 university 
lecture theatres. C

hinese students are exposed 
to m

uch longer hours and contact tim
e and m

ore 
supervision 

and 
control 

w
ithin 

the 
classroom

. 
A

ccording to W
u (2002), there appears to be 

tw
o poles of pedagogy and m

ost teachers fall at 
som

e point betw
een them

 .A
t one pole there is the 

classical pedagogue, fam
iliar to the C

hinese. W
u 

(2002) states “the teacher is rem
ote, strict, highly 

respected, 
parental, 

unforgiving, 
m

eticulous, 
punitive.” A

t the other pole, there is the liberal 
pedagogue, fam

iliar to the E
nglish. W

u (2000) 
states “the teacher is em

pathetic, one of the boys/
girls, inform

al...”  .

In sum
m

ary, the above consideration of m
arketing 

set w
ithin a business school context serves to 

provide a platform
 for a m

ore focused exam
ination 

of m
arketing as a specific discipline and it is now

 
to that task that the discussion turns. 

A Focus on M
arketing P

edagogy.
The discussion hitherto underlines the existence 
of a com

parative literature on higher education in 
various global and E

uropean contexts. W
hile there 

exists this generic literature in w
hich one higher 

education system
 is com

pared to another higher 
education system

, w
ork focusing on international 

com
parisons betw

een specific disciplinary dom
ains 

are m
ore sporadic. 

Indeed, 
there 

exists 
a 

substantial 
literature 

on 
pedagogic 

studies 
in 

relation 
to 

particular 
disciplines and m

arketing has generated m
any 

pedagogically oriented studies. 

There is, in particular a large body of w
riting on 

pedagogy available in relation to different disciplines 
in various national contexts. For exam

ple, the 
U

nited K
ingdom

 has w
itnessed a substantial body 

of w
riting focused directly on m

arketing pedagogy  
(see C

enteno, H
arker, ibrahim

, W
ang, 2008), a

nd, 
indeed, m

uch of this m
aterial m

ay w
ell be valuable 

to 
transport 

into 
internationally 

com
parative 

dom
ains. 

For 
exam

ple, 
H

ackley 
(2001) 

offers 
a som

ew
hat light-hearted m

arketing pedagogy 
m

atrix w
hich produces a typology of a range of 

teaching styles: the unreconstructed anecdotalist, 
the intellectual rebel, the scientific m

anagerialist 
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and the ontologically unstable assim
ilator. This 

is offered in a U
nited K

ingdom
 context but it is 

possible to see how
 it m

ight be rolled out to an 
alternative setting. 

H
ow

ever, to reiterate, m
any studies in m

arketing 
pedagogy w

riting tend to be set in a given national, 
rather 

than 
internationally 

com
parative, 

setting 
even though a num

ber of studies m
ay involve 

international authorship (see, for exam
ple, Little, 

B
rookes and P

alm
er, 2008). e

qually beyond the 
E

uropean U
nion, there is evidence of a num

ber 

of international com
parative studies on m

arketing 
pedagogy. A

n illustration is offered by, for exam
ple, 

K
uster and Vila’s (2006) com

parison of m
arketing 

teaching m
ethods in N

orth A
m

erican and E
uropean 

U
niversities. 

N
evertheless, in direct relation to focus of the 

present project, there seem
s to be an im

portant 
paucity 

of 
com

parative 
studies 

on 
m

arketing 
pedagogy 

betw
een 

E
uropean 

U
nion 

m
em

ber 
countries. It is in order to address this lacuna that 
the present research turns itself.

national contexts. This is indeed the peril of m
uch 

international w
ork. H

ow
ever, it is a reasonable 

assum
ption 

that 
any 

given 
group 

of 
sam

ple 
institutions w

ill exhibit characteristics, structures, 
cultures and processes resonant of the given 
national context. W

hile adopting this approach 
it is recognised that cultures, w

hether, national, 
organizational or individual are prone to displaying 
a w

ide span of variety. The notion of ‘institution’ in 
the research is also one that is evolving and w

ill 
need to be further refined as the study progresses 
from

 the pilot phase.

Vignettes of Tw
o P

ilot S
am

ple 
O

rganizations.

U
nited K

ingdom
The U

nited K
ingdom

 institution is located in the 
e

nglish higher education sector and is a post-92 
university. This is a large university (greater than 
20,000 students) created from

 the old polytechnic 
system

 and as such contrasts w
ith, for exam

ple, the 
grouping of older research–intensive universities 
founded on R

oyal C
harter collectively know

n as 
the R

ussell G
roup.

The program
m

es exam
ined w

ere undergraduate 
and contained approxim

ately tw
enty students in 

each of the three years of the B
A in M

arketing style 
program

m
e. The observations have taken place 

over a three-year period.

France
The French sam

ple consists of tw
o higher education 

institutions. 
Firstly, 

a 
private 

higher 
education 

university level institution located in the south of 
France how

ever it has satellite schools located in 
several other m

ajor French cities. O
bservations 

w
ere m

ade on tw
o cohorts of approxim

ately 30 
students. 

S
econdly, an E

cole S
upérieure de C

om
m

erce 
situated 

in 
the 

north 
of 

the 
country 

w
ith 

approxim
ately 

50 
people 

in 
each 

year 
group. 

S
tudents undertake diplom

as w
hich last three year 

degrees. 

Tw
o 

observations 
took 

place 
at 

the 
northern 

institution 
and 

one 
observation 

took 
place 

at 
the southern institution. In the U

nited K
ingdom

 
setting repeated observations w

ere possible w
ith 

considerable em
pirical data being gathered. 

Lim
itations

The 
pilot 

studies 
have 

started 
a 

process 
of 

discussing and refining the variables that w
ill be 

relevant to be studied in the w
ork. 

E
qually, there is a need to generate sufficiently 

detailed 
cam

eos 
of 

the 
contextual 

settings 
of 

institutions in their national settings w
ithin the 

overall E
uropean environm

ent. These m
ust be 

adequate enough to allow
 the particular factors 

and character to be draw
n out and at the sam

e 
tim

e there is a lim
it of space and tim

e to how
 m

uch 
detail can be portrayed w

ith a paper.  

M
oreover, there is a need to better refine the 

concept of the unit of assessm
ent as the ‘institution’ 

in order to recognise and take account of the 
independent nature of individual organizational 
cultures.

The w
ork is operating w

ithin a num
ber of ‘m

acro’ 
settings 

including: 
E

uropean 
U

nion, 
H

igher 
E

ducation, national cultures and the concept of the 
business school. The paper and project w

ill need 
to develop research instrum

ents and argum
ents 

that can dem
onstrate a respect for nuance in these 

broad generalised concepts. 

E
m

ergent Trends from
 D

ata
It is particularly early in the research project to 
be able to draw

 conclusions that are advanced 
or developed. N

evertheless, a num
ber of them

es 
are beginning to em

erge. It is im
portant to stress 

that these are tentative and that the progressing 
and evolving research m

ay indicate adjustm
ents 

to them
.

C
onstruction of M

arketing Pedagogy in R
elation to European U

nion Influences

M
ethodological A

pproach
The m

ethodological approach is structured in tw
o 

phases, a secondary research phase follow
ed by 

a field research phase. 

The 
secondary 

phase 
exam

ines 
a 

num
ber 

of 
m

acro-literature 
aspects: 

e
uropean 

u
nion 

higher education environm
ent; national business 

and 
m

anagem
ent 

teaching 
settings 

against 
w

hich m
arketing w

ill be considered. This is then 
developed into a focal literature identifying extant 
com

m
entary on pedagogy of m

arketing in general 
and consequently discussing this in relation to the 
selected national contexts.

G
iven the lack of secondary data on specific 

national m
arketing pedagogies, and in particular 

com
parative national m

arketing pedagogies, it is 
clear that there is a need for prim

ary research. 
The 

prim
ary 

research 
adopts 

an 
interpretive 

m
ethodological 

stance. 
This 

w
ill 

system
ically 

review
 the data in order to identify em

ergent them
es 

and patterns (B
rym

an and B
ell, 2007: 593-5; C

rix, 
2004; 

W
addington 

2004: 
156-7; 

W
eick 

1995) 
W

ithin this broad m
ethodological fram

ew
ork, the 

research m
ethods include participant observation 

of teaching sessions accom
panied by targeted 

sem
i-structured interview

s of staff and student 
sam

ples w
ithin the sam

ple institutional settings.

The institutional case studies are not produced 
w

ith the intention of generalising across entire 
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W
ork-in-P

rogress and d
iscussion on the 

E
m

ergent Findings
A

s announced at the beginning of this paper, 
the purpose of the presentation is to share in a 
conference fram

ew
ork the tentative fram

ew
ork for 

the w
ork and the identification and early description 

of the problem
atic.

It seem
s the case that w

hile the degree, m
asters, 

doctorate (or w
hat the French, for exam

ple, call the 
LM

D
 m

odel – licence, m
aitrise, doctorat) is rolling 

out 
and 

becom
ing 

standardised 
across 

m
any 

E
uropean countries there still exist w

ithin teaching 
and learning practice and especially at disciplinary 
level, such as m

arketing, significant disparities. 
The initial indication from

 the pilot studies is that 
institutions are responding to the m

acro forces 
shaping course structure and length. H

ow
ever, in 

the m
icro-context of course content

P
erhaps one future direction of the w

ork w
ill be 

to consider the role and opportunity that em
erging 

literature 
dom

ains 
such 

as 
critical 

m
arketing 

literature or neuro-m
arketing m

ay have on the 
developm

ent and convergence or divergence of 
the m

arketing discipline across E
urope.

C
onclusion

This installation paper for the purpose of conference 
discussion and ideas has a m

odest am
bition to 

solicit view
s and feedback. H

ow
ever, the overall 

and longer term
 am

bition involve and point at 

significant and extensive projects. The m
apping of 

E
uropean m

arketing practice is no sm
all task and 

no insignificant m
atter. The value of such a task 

com
pleted w

ould be m
ultifarious. For exam

ple, 
a 

broad 
understanding 

of 
pedagogic 

practice 
across a range of countries w

ould allow
 research 

and practice-oriented academ
ic and consultancy 

consortia to undertake m
ultilateral interventions 

across 
a 

range 
of 

institutions. 
W

ith 
advance 

know
ledge of pedagogic practice and patterns in 

given national and regional contexts this w
ould 

facilitate such interventions significantly.

in contrast, for pan-e
uropean policy m

akers, a 
m

ap of a given discipline such as m
arketing, w

ould 
be very helpful in better sensitising policy to the 
needs of the point of im

plem
entation. 

P
erhaps, m

ost im
portantly such a m

apping w
ould 

not attem
pt to suggest that the situation w

as static. 
R

egular charting and observation w
ould be able 

to determ
ine the ebb and flow

 of processes of 
divergence and convergence in effect w

ithin the 
E

uropean U
nion.
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A
bstract

This 
paper 

should 
give 

an 
overview

 
about 

a 
research project on em

ployee satisfaction w
ith the 

succession process in sm
all-sized fam

ily-ow
ned 

businesses in A
ustria. The aim

 of this research is 
scientifically developing an em

ployee satisfaction 
m

odel 
successfully 

supporting 
this 

process. 
A

n overview
 about the fam

ily-ow
ned business 

succession m
arket and the fam

ily-ow
ned business 

survival rate supports the im
portance of this topic 

on a large scale. The research m
ethodology is 

described 
and 

im
plies 

prim
ary 

and 
secondary 

data. 
First, 

secondary 
data 

w
ill 

be 
gathered 

through 
a 

com
prehensive 

literature 
review

 
(current 

project 
status). 

For 
gathering 

prim
ary 

data expert interview
s and a m

ultiple-case study 
w

ill be executed. The case study contains in-depth 
interview

s w
ith affected em

ployees out of different 
sm

all-sized fam
ily-ow

ned business in A
ustria that 

w
ent through the succession process.

K
ey w

ords

B
usiness 

S
uccession, 

Fam
ily-O

w
ned 

B
usiness 

(FO
B

), 
S

m
all-S

ized 
E

nterprise, 
E

m
ployee 

S
atisfaction

Introduction
O

ur econom
y is facing a global crisis. S

m
all-

sized 
FO

B
 

are 
building 

the 
backbone 

of 
the 

econom
y. The succession process is one of the 

m
ost challenging changes for these com

panies. 
This is supported by the low

 survival rate also 
caused through em

ployee resistance. B
ecause 

business succession is a periodical process w
ith 

a high relevance for the econom
y the research 

field is still grow
ing. O

ne of the key factors for a 
successful succession is the satisfaction of the 
stakeholders w

ith the process. in sm
all-sized FO

B
 

the em
ployees are perform

ance driver num
ber 

one and the m
ost im

portant stakeholder group. 
FO

B
 em

ployees are characterized by superior 
loyalty and strong identification w

ith the com
pany. 

S
atisfied em

ployees are a crucial factor for the 
business perform

ance in the long term
. E

specially 
during the change m

anagem
ent of a succession 

the em
ployee satisfaction could be influenced in 

a critical w
ay and endanger the w

hole process. 
To prevent this risky developm

ent, entrepreneurs 
should understand their people’s expectations and 
ensure em

ployee satisfaction w
ith the succession 

process.

R
esearch aim

The aim
 of this research is scientifically developing 

an 
em

ployee 
satisfaction 

m
odel 

successfully 
supporting 

the 
succession 

process 
in 

sm
all-

sized A
ustrian FO

B
. Furtherm

ore guidelines for 
incum

bents 
and 

successors 
how

 
to 

influence 
em

ployee satisfaction in the succession process 
should be developed. 

R
esearch objectives

The key objectives of the project are:

A
ssessing relevant em

ployee satisfaction 
factors derived from

 the literature.

Identifying crucial factors for the em
ployee 

satisfaction w
ith the succession process.

C
lassifying crucial factors into satisfiers and 

dissatisfiers.

C
om

paring satisfaction factors of blue-collar 
w

orkers w
ith satisfaction factors of w

hite-collar 
w

orkers.

••••

R
esearch questions

The overall research question that has to be 
investigated in this research project is:

W
hat are crucial factors influencing non-fam

ily 
em

ployee satisfaction w
ith the succession 

process in sm
all-sized FO

B
 in a

ustria?

O
ut of this overall question tw

o sub-questions can 
be deduced:

W
hich factors are satisfiers and w

hich factors 
are dissatisfiers?

a
re blue-collar w

orkers influenced by other 
factors than w

hite-collar w
orkers?

FO
B

 succession m
arket

FO
B

 constitute 80%
-98%

 of all businesses in 
the w

orld’s free econom
ies and em

ploy m
ore 

than 85%
 of the w

orking population around the 

•••

w
orld (P

oza 2007). Therefore fam
ily firm

s are 
am

ong the m
ost prevalent form

s of business in 
m

any countries of the w
orld. Follow

ing K
ayser, 

in 
E

urope 
every 

year 
approxim

ately 
610,000 

sm
all and m

edium
-sized enterprises (S

M
e

) w
ith 

roughly 2.1 m
illion em

ployees are affected by a 
succession. B

y order of the E
uropean U

nion (E
U

), 
a group of experts has developed an overview

 
about initiatives supporting business successions 
in the different E

U
 m

em
bers. The results show

 
that there is no satisfactory solution for this topic in 
any country. M

oreover the am
ount of successions 

in E
urope w

ill further increase in the next years. 
D

ue to a large research of the A
ustrian Institute 

for S
M

E
 research roughly 52,000 S

M
E

 in A
ustria 

w
ill be challenged by successfully executing the 

succession process during the decade betw
een 

2001 and 2010. These com
panies are em

ploying 
about 440,000 em

ployees. that is a quarter of all 
a

ustrian com
panies and one-fifth of the job m

arket. 
A

ll provinces and industries are sim
ilarly affected 

by the succession issue (G
avac et al 2002).

Figure 1: Through succession affected jobs in A
ustria 2001-2010 (G

avac et al 2002)

this figure points out that sm
all-sized enterprises 

(size range from
 ten to 49 em

ployees) are the 
biggest em

ployer. E
specially in A

ustria there is 
a preference for the succession through fam

ily 
m

em
bers (k

ayser 2004). therefore sm
all-sized 

FO
B

 successions are playing a very im
portant 

role for the A
ustrian econom

y. A
lso in the E

U
 they 

em
ploy approxim

ately 22%
 of all em

ployees and 
create roughly 20%

 of the value added (E
uropean 

C
om

m
ission 2003).

FO
B

 survival rate
D

ue to Ibrahim
 et al (2003; quoted in S

am
brook 

2005, p 582) the survival rate of fam
ily firm

s is 
very low

 com
pared to non-fam

ily firm
s. a

ronoff is 
pointing out that „30%

 of fam
ily businesses m

ake 
it to the second generation, 10-15%

 m
ake it to the 

third and 3-5%
 m

ake it to the fourth generation” 
(2001, p 34). the average life span of successful 
fam

ily businesses has never in the past been m
ore 

than thirty years (D
rucker 1999). G

iven that less 
than 10%

 FO
B

 survive into the third generation 
and 30%

 of closures m
ay be considered transfer 
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failures, the issue of FO
B

 succession has received 
a good deal of attention (le B

reton-M
iller et al 

2004). P
oza (2007) m

entions that there are plenty 
of reasons w

hy organizations fail, but in fam
ily-

ow
ned and fam

ily-controlled com
panies, the m

ost 
prevalent reason relates to a failure in succession 
planning 

and 
im

plem
entation. 

The 
inadequate 

transfer of leadership and ow
nership from

 one 
generation to the next has been identified as one of 
the prim

ary reasons for the lack of longevity am
ong 

sm
all and m

edium
-sized fam

ily businesses (Venter 
&

 B
oshoff 2007). A

nother very im
portant reason for 

failing successions is the lack of acceptance trough 
the em

ployees. A large survey by B
aldegger and 

P
ock (2007) has proved that m

ore than 33%
 of the 

successions have failed because of this reason. 
Thus em

ployees are essential for the process.

Literature review
Fam

ily businesses play a fundam
ental role in m

any 
countries in the w

orld. Thus a successful succession 

is im
portant for the econom

y at large scale. The 
issues 

of 
succession 

are 
generally 

applicable 
to organisations regardless of size, sector, and 
geographic location (Ip &

 Jacobs 2006). It is one 
of the largest challenges facing fam

ily businesses. 
K

esner &
 S

ebora argue that “...succession is a 
traum

atic event for an organization. It affects not 
only the m

em
bers of the organization but the firm

’s 
econom

ic and political clim
ate as w

ell” (1994, p 
328). M

aurer (1995) argues that ow
ners norm

ally 
w

ait too long to address succession planning 
and m

ost fam
ilies even do not have a plan. “The 

issues involved in succession are too num
erous 

to leave to chance, and w
ithout planning, it is 

likely the fam
ily w

ill not rem
ain involved” (M

aurer 
1995, p 582). M

any authors agree that an effective 
succession 

planning 
should 

start 
5-15 

years 
before the ow

ner is due or likely to leave (A
ronoff 

et al 2003; S
am

brook 2005; Ip &
 Jacobs 2006). 

Follow
ing C

hittoor and D
as (2007) a succession is 

a process and not an event.

Figure 2: Succession process stages (B
allinger &

 Schoorm
an 2007)

Figure tw
o show

s the succession process very 
sim

plified out of the em
ployee’s perspective. For 

em
ployees the succession process starts w

hen 
they discover that the incum

bent w
ill leave the 

business. The exit and entry stage are norm
ally 

overlapping. D
uring these stages the incum

bent is 
passing the “button” over to the successor. That 
m

eans the transfer of m
anagem

ent and ow
nership. 

A
fter the predecessor has left the stabilization 

phase occurs. The end of this stage m
eans also 

the end of the succession process out of the 
em

ployee’s perspective. The three key factors 
for m

easuring a successful succession are (Le 
B

reton-M
iller et al 2004; C

hittoor &
 d

as 2007):

The subsequent positive perform
ance of the 

FO
B

.

The ultim
ate viability/survival of the business.

The satisfaction of stakeholders w
ith the 

succession process.

•••

Focussing on the last factor, S
harm

a et al reference 
that “studying satisfaction w

ith the succession 
process, it is im

portant to distinguish betw
een 

initial-stage 
and 

later-stage 
or 

retrospective 
satisfaction because satisfaction w

ith the process 
m

ay, over tim
e, be affected by the post-succession 

perform
ance of the fam

ily firm
” (2001, p 18). initial-

stage satisfaction is the perceived satisfaction 
before 

post 
succession 

perform
ance 

of 
the 

fam
ily 

firm
 

is 
substantially 

know
n. 

later-stage 
or retrospective satisfaction is satisfaction after 
the 

post-succession 
perform

ance 
is 

know
n 

or 
substantially know

n. zellw
eger and N

ason (2008) 
are 

pointing 
out 

that 
stakeholder 

satisfaction 
causes organizational effectiveness. This is a good 
reason w

hy fam
ily firm

s should satisfy m
ultiple 

stakeholders and especially their staff. Follow
ing 

A
lquen 

(2000) 
w

ithout 
satisfied 

em
ployees 

there are no satisfied custom
ers and the overall 

effectiveness of the com
pany is depending on 

the acceptance and w
illingness of em

ployees to 

participate in constructive and im
portant changes 

like a succession process. D
ifferent studies are 

confirm
ing 

the 
causality 

betw
een 

satisfaction 
and perform

ance (C
om

elli &
 R

osenstiel 2003; 
P

eck 1999). Thus w
e can conclude that satisfied 

em
ployees in general have a better perform

ance.

H
enkey and N

oé argue “…
 profitable organisations 

ould not live w
ithout outstanding, loyal em

ployees 
com

m
itted to and satisfied w

ith their job. O
ne of the 

m
ost challenging and attention-consum

ing tasks 
of organization leaders is to establish em

ployee 
satisfaction and excellent job perform

ance” (2004, 
p 149). there is, of course, som

e discussion as 
any succession process m

eans a fundam
ental 

change for the em
ployees - especially in sm

all 
businesses 

w
ith 

a 
flat 

or 
even 

no 
hierarchy. 

A
nd it often goes along w

ith fear and resistance 
w

ithin the w
orkforce. E

m
ployees have their ow

n 
expectations about the succession process. If 
their expectations concerning a special event like 
a succession are not considered, they w

ill develop 
a negative attitude tow

ards the event (C
om

elli &
 

R
osenstiel 2003). Yukl (2002) em

phasises that 
resistance to change is a com

m
on phenom

enon 
for em

ployees and organizations. The resistance 
to change is not only the result of ignorance or 
inflexibility it is a natural reaction by em

ployees 
w

ho w
ants to protect their self-interests and sense 

of 
self-determ

ination. 
therefore 

a 
successful 

process is often jeopardised and dissatisfaction 
arises. D

issatisfaction m
ay also cause a decrease 

in perform
ance. To prevent this developm

ent top 
m

anagem
ent should understand the expectations 

of the em
ployees and try to consider them

 in the 
succession planning and im

plem
entation. Fulfilling 

or even better surpassing these expectations could 
build a good basis for a successful succession 
process.

R
esearch m

ethodology
This 

research 
study 

uses 
both 

prim
ary 

and 
secondary data. S

econdary data w
ill be gathered 

through a com
prehensive literature review

. For 
gathering 

prim
ary 

data 
expert 

interview
s 

and 
a m

ultiple-case study w
ill be applied. a

ll three 
research stages are intertw

ined.

In the first stage, literature on FO
B

 succession 
and em

ployee satisfaction is exam
ined. It is an 

ongoing process for the entire project duration. A 
prelim

inary m
odel w

ith possible factors influencing 
the em

ployee satisfaction should be developed out 

of the literature. This m
odel builds the basis for the 

sem
i-structured interview

 guide w
ith the experts.

In the second stage, expert interview
s w

ill be 
executed. “Interview

s are a highly efficient w
ay to 

gather rich, em
pirical data, especially w

hen the 
phenom

enon of interest is highly episodic and 
infrequent” (e

isenhardt &
 G

raebner 2007, p 28). 
the expert interview

s w
ill be oral, sem

i-structured, 
and w

ith open-ended questions in order to gain in-
depth insights. D

ue to M
euser and N

agel (1991) 
an expert is som

ebody w
ho is responsible for the 

conceptualisation, im
plem

entation or the control of 
a solution for a problem

 or has a privileged access 
for decision processes or inform

ation about a 
group of people. The interview

s w
ill be done 

w
ith a m

inim
um

 of six experts out of the fields 
of 

m
anagem

ent 
consultancy, 

hum
an 

resource 
m

anagem
ent, 

and 
organisational 

developm
ent. 

These experts w
ill be highly specialized in the field 

of fam
ily business. A

n adapted m
odel should be 

the outcom
e. This m

odel builds the basis for the 
sem

i-structured interview
 guide w

ith the em
ployees 

out of the case study com
panies. Furtherm

ore 
the experts should serve as door openers for the 
selection of the case study com

panies.

in the third stage, a m
ultiple-case study w

ill be 
applied. R

esearch about fam
ily businesses is very 

different from
 other business research because 

fam
ilies have a penchant for privacy that often 

prevents them
 from

 releasing inform
ation. “The 

difficulty in obtaining data m
ay have forced fam

ily 
business research to rely so extensively on case 
studies” (S

harm
a et al 1996, p 28). thus case 

study research is the dom
inating strategy in the 

field of succession. Follow
ing Yin (2009) in general 

cases studies are the preferred m
ethod w

hen the 
focus is on a contem

porary phenom
enon w

ithin 
a real-life context and the investigator has little 
control over events. H

e also points out that for 
a literal replication tw

o to three cases m
ust be 

carefully selected for increasing the probability to 
predict sim

ilar results. Thus approxim
ately three 

sm
all-sized fam

ily-ow
ned businesses in a

ustria 
- successfully surviving into the next generation 
- w

ill be investigated. the selected com
panies 

should 
be 

sim
ilar 

concerning 
criteria 

like 
industrial sector, com

pany age, ow
nership, and 

m
anagem

ent structure (a
ba-B

ulgu &
 islam

 2007). 
a

dditionally they m
ust be sm

all-sized FO
B

 at a 
sim

ilar ex post stage of the succession process. 
the basic data collection m

ethod for the m
ultiple-

case study is the in-depth interview
 w

ith affected 
em

ployees. “The goal of the interview
 is to deeply 
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explore the respondent’s point of view
, feelings 

and perspectives ...” (G
uion 2006, p 1) tow

ards the 
succession process. The interview

s w
ill be oral, 

sem
i-structured, and w

ith open-ended questions in 
order to gain in-depth insights. in each case study 
com

pany approxim
ately ten in-depth interview

s 
w

ith non-fam
ily em

ployees that w
ent through the 

succession process w
ill be executed. H

alf of the 
interview

s w
ill be done w

ith blue-collar em
ployees 

and half w
ith w

hite-collar em
ployees.

C
ontribution to know

ledge
The contribution to know

ledge of this research 
project can be divided into a theoretical and a 
practical contribution to know

ledge. First, the topic 
of em

ployee satisfaction w
ith the FO

B
 succession 

process has not yet been addressed in literature, 
i.e. 

there 
is 

no 
coherent 

body 
of 

know
ledge 

defining the factors w
hich influence the em

ployee 
satisfaction in this context. C

losing this gap as a 
theoretical contribution to know

ledge is regarded 
as very im

portant as at this very m
om

ent of tim
e 

our econom
y is facing a crisis and the survival rate 

of sm
all-sized enterprises is an im

portant variable. 
S

econd, a guideline w
ith recom

m
endations for 

ow
ners and successors should be deduced. Thus 

this research should also help to create aw
areness 

for the role of the em
ployees in the succession 

process in a practical w
ay. The m

odel should help 
incum

bents and successors to look through the 
eyes of their em

ployees and build the basis for a 
w

in-w
in situation for the affected interest groups. 

Last but not least this qualitative study could 
build a suitable basis for a continuing quantitative 
research project testing the developed theory on a 
large scale.
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A
bstract

In recent years, the significance of private brands 
has grow

n to such an extent that it can not be 
ignored. P

rivate brands m
arket share in certain 

countries in E
urope is exceeding 40 per cent and 

is 
continuously 

increasing. 
A

lthough, 
retailers 

have started to develop private brands in order to 
offer custom

ers a cheaper alternative com
pared 

to leading m
anufacturers’ brands, over tim

e their 
strategy has changed. They have realized that 
private brands can be a good m

ean of differentiation 
and thereby a source of com

petitive advantage, 
so they started to focus on im

proving their quality. 
H

ow
ever, despite the increase in objective quality, 

research on custom
er perception and blind tests 

have show
n that consum

ers still perceive private 
brands 

as 
inferior 

com
pared 

to 
m

anufacturer 
brands. Those results are not surprising, taking 
into 

account 
the 

am
ounts 

m
anufacturers 

are 
spending on developm

ent of all aspects of their 
brands in order to influence custom

er perception. 
R

etailers have, in recent years, also started to use 
this strategy in order to develop strong im

age of 
their private brands. Investm

ents in prom
otion can 

have positive effects on custom
er expectations 

linked to perform
ance and quality assessm

ent 
of private brands. N

evertheless, it is im
portant 

to focus private brand prom
otion on value as an 

elem
ent of product evaluation rather than solely on 

quality or price because custom
ers tend to have 

m
ore positive attitude tow

ards private brands w
hen 

assessing brand value. P
ositioning and prom

otion 
of private brands solely as the cheapest alternative 
for 

custom
ers 

w
ill 

not 
result 

in 
sustainable 

com
petitive advantage for their ow

ners.

K
ey w

ords: private brand, prom
otion

E
-m

ail: shorvat@
efzg.hr

E
-m

ail: iva.gregurec@
foi.hr 

E
-m

ail: tvranesevic@
efzg.hr

Introduction
P

rivate brands can be defined as brands w
hich are 

ow
ned by interm

ediaries w
ho em

ploy producers 
to produce the products w

hich w
ill be sold under 

that brand or to w
hom

 w
ill the brand be assigned 

to.  S
om

etim
es, especially w

hen the law
 perm

its 
it, producer’s nam

e is not even indicated on the 
packaging 

because 
interm

ediaries, 
as 

brand 
ow

ners, take all the responsibilities for the product 
and brand m

anagem
ent. R

etailer’s responsibility 
for 

private 
brand 

begins 
w

ith 
developm

ent, 
planning and production of the product and ends 
w

ith m
arketing m

anagem
ent and prom

otion of 
private brands.  Taking into account that private 
brand 

can 
be 

ow
ned 

by 
all 

the 
m

em
bers 

of 
distribution chain they are also called distributor 
brand, retail brand, private label, store brand, ow

n 
label and ow

n brand.

P
rivate Label M

anufacturers A
ssociation (P

LM
A

) 
defines private brand as all m

erchandise sold 
under a retailer’s brand w

hich can have retailer’s 
ow

n nam
e or a nam

e created exclusively by that 
retailer. In som

e cases, a retailer m
ay belong to 

a w
holesale group that ow

ns the brands that 
are available only to the m

em
bers of the group.  

A
ccording to that definition w

e can distinguish tri 
prim

ary categories of private brands w
hich are the 

m
ost com

m
on in E

urope:   

B
rand w

hose nam
e directly indicates the brand 

ow
ner 

•

H
igher num

ber of brands w
ith different nam

es, 
exclusive for specific retailer and m

ost often 
specific product category, that do not indicate 
the brand ow

ner 

P
rivate brands of retail association w

hich are 
ow

ned by m
ore interm

ediaries. 

P
rivate brands developm

ent
D

espite the fact that first w
ritten docum

ents on 
private brands date to the end of 19th century, their 
intensive expansion has been evident in the last 30 
years, as a consequence of harsher com

petition 
am

ong retailers w
ho started to use private brands 

as a m
eans of differentiation on the m

arket. U
ntil 

recently private brands w
ere considered to be a 

phenom
enon lim

ited to fast m
oving consum

er 
goods in m

ature m
arkets of econom

ically developed 
countries w

hich are characterised by high num
ber 

of products and therefore high substitution rates. 

••

H
ow

ever analysis of data on value shares and 
private brands grow

th rates on the global level, 
indicate that this is no longer the case. A

ccording 
to A

cN
ielsen “The P

ow
er of P

rivate Label 2005” 
report, private brand have in 2005 had the global 
value share of 17 per cent w

ith grow
th rate of 5 

per cent. E
urope is a region w

ith the highest share 
of private labels of 23 per cent, follow

ed by N
orth 

A
m

erica w
ith 16 per cent. A

lthough starting from
 

a sm
aller base (6 per cent), private brands in the 

E
m

erging 
M

arkets, 
w

hich 
consists 

of 
C

roatia, 
C

zech R
epublic, H

ungary, S
lovakia and S

outh 
A

frica, saw
 the fastest grow

th over the 2005, up 
11 per cent. This grow

th w
as prim

arily driven by 
the increasing strength of the m

odern trade (w
here 

private brands are m
ore prevalent), as w

ell as the 
entry of private brands into new

 categories.  Latin 
A

m
erica continues to be a far less developed 

private brand m
arket than the rest of the w

orld 
w

ith private brand m
arket share of 2 per cent and 

private brand grow
th rate of 5 per cent.

Figure 1 Private brand m
arket share and grow

th rates by region (based on value sales)

S
ource: A

C
N

ielsen “The P
ow

er of P
rivate Label 2005”
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Figure 2 Value and Volum
e share of private brands in overall sales in 2008  

S
ource: C

ross C
.: „G

ood private label of great ow
n brand“, P

lM
a e

xecutive e
ducation P

rogram
m

e P
roceedings, O

ctober 2008

Im
portance of private brands in E

urope is evident 
in figure 2 w

hich show
s value and volum

e share in 
the overall sales of different E

uropean countries.  

The highest value share of private brands in 
overall sales of 46 per cent has been recorded in 
S

w
itzerland, follow

ed by the U
nited K

ingdom
 w

ith 
39 per cent. A

nalysis of volum
e sales of private 

brands in overall sales show
s that their share has 

exceeded 50 per cent in S
w

itzerland. The sm
allest 

share of private brands of just 16 per cent has been 
recorded in C

zech R
epublic. A

forem
entioned data 

show
 that private brands and their im

portance 
on the m

arket can no longer be ignored. The 
forecasts predict that the share of private brands 
w

ill continue to increase in the future, especially in 
the conditions of current global econom

ic crises.  

A
fter realizing all the benefits private brands can 

offer, retailers have directed their efforts on increase 
of quality of private brands and that has resulted in 
a strong increase in their m

arket position.  The idea 
w

hich guided m
ost distributors in the upgrading 

of their quality w
as that consum

ers w
ere w

illing 
to pay m

ore to purchase m
anufacturer brands 

of better quality, and therefore if they w
anted 

to sell their brands, an attractive price w
as not 

enough. It w
as necessary to im

prove the quality 
of the products and m

ake them
 com

petitive also 
to consum

ers w
ho desired quality.  B

esides that, 
strategy based on low

 price and low
 quality has 

turned out to be very dangerous for the reputation 

and im
age of the brand ow

ner so m
ost of the 

retailers have started to em
phasise good value 

w
hich private brands offer to the custom

er as their 
m

ain differentiation elem
ent. Value is traditionally 

defined as the ratio of perceived product quality 
(or expected utility) to price.  It can be concluded, 
from

 
aforem

entioned 
definition, 

that 
perceived 

quality is often m
ore im

portant than real quality for 
the success of private brands. It is becom

ing all 
the m

ore clear that the “battle of the brands” is a 
w

ar fought over consum
er perceptions.  R

esults 
of the research conducted in this area show

 that 
despite 

the 
fact 

that 
the 

objective 
laboratory 

com
parison am

ong the quality of private brands 
and m

anufacturer brands does not show
 any 

differences, discrepancies exists w
hen w

e m
easure 

subjective quality through consum
er perception. 

This 
finding 

w
as 

confirm
ed 

by 
R

ichardson 
et 

al. w
ho have conducted experim

ent by placing 
private brand products in the m

anufacturer brand 
packaging and vice versa. R

esults have show
n 

that regardless of the real quality custom
ers prefer 

products in the m
anufacturer brand packaging. 

Those results are not surprising w
hen w

e consider 
that 

ow
ners 

of 
m

anufacturer 
brand 

spend, 
in 

com
parison to private brand, considerably higher 

resources in order to develop all brand aspects so 
they are in turn m

ore fam
iliar and w

ell know
n to 

the consum
ers.  A

s such their prom
inence in the 

m
arket leads to the declaration that m

anufacturer 

brands rather than private brands are likely to be 
recognized as leading brands.  

P
rivate brands, w

ith their new
 m

arketing focused 
strategy, have also helped retailers to realize the 
im

portance of developing their ow
n im

age. For 
that 

reason 
retailers 

have 
started 

developing 
sophisticated private brands packaging aligned 
w

ith their ow
n identity and applying it across all 

product categories. That has, in turn, induced 
strong private brands developm

ent in the recent 
period. 

Instead 
of 

relying 
solely 

on 
im

itations 
of leading brands on the m

arket, retailers have 
started to introduce private brands variations and 
innovations in all segm

ents w
ith a goal to overm

atch 
m

anufacturer brands. A
t his point, m

ost of retailers 
in E

urope have in their assortm
ent private brands 

w
ith clear brand identity.  Transform

ation of private 
brands into respectable brands w

as intensified 
w

ith their increased prom
otion on w

eb sites, in-
store brochures, in-store ads and all the m

ore 
on TV

 advertisem
ents. Increase of prom

otional 
investm

ent 
of 

private 
brands 

is 
the 

second 
m

ost frequent strategic trend in private brand 
m

anagem
ent, follow

ing their focus on product 
quality im

provem
ent. 

P
rom

otional  m
ix

P
rom

otion can be defined as m
anagem

ent of 
integrated program

 of com
m

unication activities 
and 

m
aterials 

created 
for 

representing 
the 

com
pany and its activities (product and service) 

to the target segm
ent of clients and the public, 

w
ith the objective of establishing and m

aintaining 
relations.  To sim

plify prom
otion is coordination 

of all seller initiated efforts to set up channels of 
inform

ation and persuasion in order to sell goods 
and services or prom

ote an idea.  A
dvertising is 

an elem
ent of prom

otional m
ix, often the m

ost 
visible part of a firm

’s prom
otional program

, so 
that is w

hy people often m
ix these tw

o term
s. 

E
xcept advertising prom

otional m
ix includes sales 

prom
otion, publicity, public relations, and personal 

selling, but this traditional elem
ents are w

idened in 
new

, m
odern-days w

ith direct m
arketing. (Figure 

3). E
ach elem

ent of the prom
otional m

ix m
ay 

take variety of form
s and each has its ow

n unique 
characteristics, 

costs, 
certain 

advantages 
and 

disadvantages. 

Figure 3 Prom
otional m

ix

S
ource: K

otler, P., W
ong, V, S

aunders, J., A
rm

strong, G
., O

snove m
arketinga, M

ate, Zagreb, 2006., page, 727, custom
 by 

authors
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A
dvertising 

is 
“any 

paid 
form

 
of 

nonpersonal 
presentation 

and 
prom

otion 
of 

ideas, 
goods, 

or services by an identified sponsor.”  The paid 
aspect m

eans that the space and tim
e on chosen 

m
edia m

ust be bought and nonpersonal aspect 
m

eans that advertising involves m
ass m

edia, or 
that the m

essage is intended for the huge num
ber 

of people. B
ecause advertising is intended for the 

large audience, advertiser m
ust consider how

 w
ill 

the audience interpret and respond to it, so from
 

that w
e can explain three m

ain aim
 of advertising, 

and they are: to inform
, to persuade and to rem

ind. 
A

dvertiser m
ust inform

 their target m
arket about 

new
 products, services and so on, they need to 

persuade other consum
er to use their products 

and services because they are better than other 
com

petitive com
panies, and at the end advertiser 

needs to rem
ind consum

ers that they are still here. 
The m

ost im
portant thing for the com

pany is to 
choose the best m

essage for their target m
arket 

and w
hen they choose it they need to choose the 

m
edia that w

ill carry the m
essage to consum

er. 
S

election of m
edia m

eans that w
e need to find 

the m
ost cost-effective m

edia to deliver desired 
m

essage to the target audience. The steps for 
choosing m

edia are deciding on desired reach (the 
num

ber of different persons or households that are 
exposed to a particular m

edia schedule at least 
once during a specified tim

e period), frequency (the 
num

ber of tim
es w

ithin the specified tim
e period 

that an average person or household is exposed 
to the m

essage), and im
pact (the qualitative value 

of an exposure through a given m
edium

). 

A
nother 

elem
ent 

of 
prom

otional 
m

ix 
is 

sales 
prom

otion. S
ales prom

otion is defined as those 
m

arketing activities that provide extra value or 
incentives to the sales force, the distributors, or the 
ultim

ate consum
er and can stim

ulate im
m

ediate 
sales. 

 
Those 

activities 
are 

interactive 
tools 

designed to stim
ulate sale of products and services 

by consum
er or trade. From

 those tw
o approaches 

there are tw
o m

ain categories or tw
o tools. First 

is 
consum

er 
prom

otion, 
or 

consum
er-oriented 

sales prom
otion w

hich is targeted to the ultim
ate 

user of a product or service and it encourage 
consum

ers to m
ake an im

m
ediate purchase and 

thus can stim
ulate short term

 sales. This type 
of sales prom

otion includes sam
ples, coupons, 

cash refund offers, prices off, prem
ium

s, prizes, 
patronage rew

ards, free trials, w
arranties, tie-in 

prom
otions, cross-prom

otions, point-of-purchase 
displays, and dem

onstrations. A
nother category is 

trade prom
otion or trade-oriented sales prom

otion 
and it is targeted tow

ard m
arketing interm

ediaries 

such as w
holesalers, distributors, and retailers 

and it includes prices off, advertising and display 
allow

ances, and free goods. S
ales prom

otion tools 
can be used to achieve a variety of objectives. 
S

ellers use incentive-type prom
otions to attract 

new
 trials, to rew

ard loyal custom
ers, and to 

increase the repurchase rates of occasional users 
and to gain m

arket share.  To achieve all of those 
goals or just som

e of them
 sales prom

otion should 
be com

bined w
ith advertising and other elem

ents 
of prom

otional m
ix.

N
ext elem

ent of prom
otional m

ix is public relations. 
P

ublic relations are defined as the m
anagem

ent 
function w

hich evaluates public attitudes, identifies 
the policies and procedures of an individual or 
organization w

ith the public interest, and executes a 
program

 of action to earn public understanding and 
acceptance.  The goal or better to say the purpose 
of public relations is to establish and m

aintain a 
positive im

age of the com
pany am

ong its various 
publics and also to protect a com

pany im
age or 

its products. K
otler em

phasize five functions that  
public relations perform

, and they are: (1) press 
relations (presenting new

s and inform
ation about 

the organization in the m
ost positive light); (2) 

product publicity (publicizing specific products); 
(3) 

corporate 
com

m
unication 

(prom
oting 

understanding of the organization through internal 
and 

external 
com

m
unications); 

(4) 
lobbying 

(dealing w
ith legislators and governm

ent officials 
to prom

ote or defeat legislation and regulation); 
and (5) counselling (advising m

anagem
ent about 

public issues and com
pany positions and im

age).  
P

eople often m
ix public relations and publicity, 

so w
e need to differentiate those tw

o elem
ents. 

P
ublicity is defined as nonpersonal com

m
unications 

regarding an organization, product, service, or 
idea not directly paid for or run under identified 
sponsorship. It usually com

es in the form
 of a 

new
s story, editorial, or announcem

ent about an 
organization 

and/or 
its 

products 
and 

services.  
U

sing new
s, press conferences, feature articles, 

photographs, 
film

s, 
and 

videotapes 
com

pany 
can gain publicity, but publicity can be positive or 
negative, depending of their actions and the story 
that is w

ritten in the m
edia. C

onnection betw
een 

those tw
o elem

ents is big because public relations 
use publicity to m

aintain im
age of a com

pany so 
that is w

hy those tw
o elem

ents are very hard to 
separate. 

The final elem
ent of traditional prom

otion m
ix 

is personal selling. P
ersonal selling is a selling 

activity that involves the sales person and the 

potential buyer at the sam
e place and at the sam

e 
tim

e.  P
ersonal selling involves person-to-person 

com
m

unication, 
direct 

contact 
betw

een 
buyer 

and seller. In personal selling, seller attem
pts 

to persuade buyer to buy com
pany’s products 

or 
services. 

E
xactly 

this 
interaction 

betw
een 

buyers and sellers, gives m
arketer flexibility in 

com
m

unication. P
ersonal selling is very effective 

because 
seller 

gets 
im

m
ediate 

feedback 
from

 
potential buyer and also he can see custom

er’s 
reactions and assim

ilate se to specific situation.  
P

ersonal selling has three distinctive qualities: (1) 
personal confrontation (it involves an im

m
ediate 

and 
interactive 

relationship 
betw

een 
buyer 

and seller); (2) cultivation (it perm
its all kinds of 

relationships); 
and 

(3) 
response 

(buyer 
feels 

obligated to buy products or services that seller 
sales). 

In new
, busy and electronic w

orld direct m
arketing 

becom
es m

ore im
portant so it is explained as 

new
 elem

ent of prom
otional m

ix. A
ccording to 

the D
irect M

arketing A
ssociation (D

M
A

), direct 
m

arketing is defined as an interactive m
arketing 

system
 that uses one or m

ore advertising m
edia to 

effect a m
easurable response and/or transaction 

at any location.  C
haracteristics of direct m

arketing 
are: 

(1) 
nonpublic 

(the 
m

essage 
is 

norm
ally 

addressed to a specific person); (2) custom
ized 

(the m
essage can be prepared to appeal to the 

addressed individual); (3) up-to-date (a m
essage 

can be prepared very quickly); and (4) interactive 
(tw

o-w
ay com

m
unication, the m

essage can be 
changed depending on the person’s response).  
M

ain characteristic of direct m
arketing is that 

organizations 
com

m
unicate 

directly 
w

ith 
target 

custom
ers 

to 
generate 

a 
response 

and/or 
a 

transaction. M
edia w

hich direct m
arketing uses 

(direct m
ail, catalogues, printed m

edia, telephone 
(telem

arketing), 
electronic 

m
ail, 

etc.) 
grow

 
rapidly and are becom

ing very im
portant tools for 

com
panies to gain m

ore potential costum
ers and 

to keep ordinary ones. 

P
rom

otion of private brands
In the beginning of private brands developm

ent 
retailers 

did 
not 

use 
prom

otion 
because 

they 
w

anted to achieve com
petitive advantage through 

low
er prices. B

ut the change in private brands 
strategy has also led to increase in use of different 
prom

otional activities. The m
ain reason for private 

brands prom
otion is the fact that custom

ers, in 
spite of significant investm

ent in their quality, still 

perceive private brands as inferior in com
parison to 

m
anufacturer brands. A

ccording to aforem
entioned 

finding that perceived quality is in m
ost cases m

ore 
significant than real quality of a product, retailers 
m

ust invest in prom
otion of private brands in order 

to increase their perceived quality and decrease 
perceived risk associated w

ith purchase of private 
brands.       

D
evelopm

ent 
of 

strong 
brand 

im
age 

through 
investm

ents in advertising and other prom
otional 

elem
ents can have positive effects on custom

er 
expectations 

regarding 
product 

quality 
and 

perform
ance.  H

ow
ever it is im

portant to direct 
private label prom

otion tow
ards em

phasising their 
value as a m

ain elem
ent of product evaluation 

rather than solely on price or quality. R
esearches 

have show
n that custom

ers have m
ore positive 

attitudes tow
ards private brands w

hen they evaluate 
them

 on the basis of their value.  P
ositioning 

and advertising of private brands sim
ply as the 

cheapest alternative com
pared to m

anufacturer 
brands, w

ill m
ost likely not result in sustainable 

com
petitive advantage. 

A
dvertising can also help private brands to be 

m
ore recognizable and therefore m

ore attractive 
to custom

ers. R
esearch conducted by B

altas has 
show

n that fam
iliarity w

ith the brand has a positive 
effect on propensity to buy private brands. In order 
to increase private brand fam

iliarity retailers can 
also use different prom

otional elem
ents such as 

binding private brands to their loyalty program
m

es.  
R

etailers can for exam
ple give coupons for discount 

on private brands to the custom
ers w

ho use their 
loyalty card or give them

 private brand products as 
a rew

ard for participation in loyalty program
m

es. 

In order to decrease perceived risk during purchase 
of private brands retailers should give to their 
custom

ers m
ore inform

ation on product ingredients 
and quality on the packaging itself. Furtherm

ore 
decrease in perceived risk can be achieved by 
acquiring the right to use different quality sym

bols.  
A

lthough, objective quality of private brands is, as 
w

e have stated before, com
parable to quality of 

m
anufacturer brands retailers need to convey that 

inform
ation to the custom

ers before and during 
product selection. Inform

ation on the packaging 
should increase perceived quality of private brands, 
decrease purchasing risk and have positive effects 
on private brands purchase.  

A
nother 

w
ay 

in 
w

hich 
retailers 

can 
increase 

perceived 
quality 

of 
their 

private 
brands 

are 
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product tasting, giving free product sam
ples to 

the potential custom
ers and use of other sales 

prom
otion elem

ents. R
esearch done by B

eldona 
&

 W
ysong has show

n an increase in perception of 
private brand quality after the research participants 
have had the opportunity to experience and taste 
the product. The sam

e research has show
n that 

custom
ers consider the brands w

ith their ow
n 

personality as brands w
ith higher quality and that 

is another reason w
hy retailers should besides 

brand nam
e also develop other brand elem

ents 
like slogan, logo, appropriate packaging etc. for 
their private brands. 

C
onclusion

P
rivate brands have com

e a long w
ay since the 

days of generics and poor quality and low
 priced 

products w
ith an unattractive packaging. Today, 

quality of private brand products is constantly 
increasing w

hat in turn leads to decrease in quality 
gap betw

een the private brand and m
anufacturer 

brand products. H
ow

ever custom
ers still do not 

perceive quality of private brands as com
parable 

to quality of m
anufacturer brand products. In order 

to increase perceived quality of private brands 
and decrease purchasing risk, w

hich is higher 
for 

private 
com

pared 
to 

m
anufacturer 

brands, 
retailers are starting to use different prom

otional 
elem

ents such as advertising, sales prom
otion 

in stores, integration of private brands into store 
loyalty program

 etc. In the tim
e of global econom

ic 
crisis private brands have big opportunity to reach 
even higher grow

th rates but retailers m
ust not 

sit and w
ait for the econom

ic conditions to all the 
w

ork for them
. It is very im

portant that retailers 
realize the opportunity that lies in front of them

 and 
direct their efforts in appropriate private brands 
m

anagem
ent strategies w

hich consist of continual 
quality im

provem
ents, private brand’s assortm

ent 
diversification and investm

ents in private brands 
prom

otion.     
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A
bstract: 

W
ithin the increasing fashion of “training soft skills” 

in organizations, the individualistic agency isn’t 
questioned. This study show

s how
 the individualistic 

discourse hinders rather than facilitates change in 
organizations. 

The study is grounded in a social constructionist 
approach (G

ergen, 1994), using discourse analysis 
as m

ethodology (G
rant et al., 2004). For gathering 

text, 21 problem
-centred interview

s (W
itzel, 2000) 

and 13 group discussions (S
teyaert and B

ouw
en, 

2004) w
ith altogether 106 participants w

ere carried 
out in tw

o large retail-organizations. 

The follow
ing analysis show

ed, that one of the 
m

ain discourses constructing social relations is, 
that only one person renders responsible for the 
quality of the social relation, thus ignoring the 
feature of the ‘in betw

een’ of the social situation. 

H
ere soft skills get constructed as part of a person’s 

‘character’ rather than his or her ‘abilities’. This 
‘character’ is seen as originating in upbringing and 
school. W

hen the person enters the organizations 
(s)he 

is 
constructed 

as 
‘finished’, 

thus 
the 

organization hardly gets any agency to train or 
change the social realities.

C
onsequences of these results for organizations 

are 
to 

closely 
consider 

how
 

they 
stage 

their 
training and education regarding ‘soft skills’ or 
‘team

 building’. In a second step discourses from
 

the study w
hich de-focus from

 the individual and 
thus offer a m

ore flexible approach for changing 
realities of social relations w

ithin organizations w
ill 

be offered.

K
ey w

ords: S
oft skills, retail organizations, change, 

discourse analysis

P
hone: ++43 (0) 5572 792 3217

Fax: ++43 (0) 5572 792 9274

doerte.resch@
fhv.at

w
w

w
.fhv.at

Introduction
O

ne increasingly popular and w
idely discussed 

issue w
ithin organizations these days seem

s to 
be “social com

petence” . E
.g. during trainings for 

future young professionals, being asked w
hich 

topics caused them
 the m

ost trouble, m
ore than 

70 percent of the answ
ers m

ade allusions to 
the social . O

n the other hand, w
hen trainings in 

social com
petences w

ere evaluated w
ith regard 

to change of behaviour in the organization, hardly 
any pre-post differences could be reported. 

These tentative exam
ples tell w

hy the them
e of 

social com
petence seem

ed w
orth w

hile exploring 
in som

e depth. The initial interest w
as thereby 

m
ostly directed to questions such as “w

hy is 
social com

petence rendered an im
portant issue 

in 
organizations?”, 

“w
hat 

are 
expectations 

if 
such 

a 
thing 

as 
ultim

ate 
social 

com
petence 

could be realized?”, “could social com
petence be 

conceptualized solely as an individual quality - or 
w

hich role w
ould organizational norm

s and values 
play?”, and last but not least “how

 could this rather 
divers, yet cloudy, them

e be tackled as a w
hole?” 

A
s revealed in these questions, I w

as intending 
to approach “social com

petences” as a holistic 
concept w

hose m
eaning is contingent on the w

ay 
it gets actually used in the everyday conversation 
in organizations. The curiosity w

as m
ainly directed 

tow
ards the m

eaning, the process of production 

and understandings of the concept in the practical, 
not academ

ic, realm
, I considered a com

bination 
of discursive and social constructionist approach, 
hence grounded on a relational understanding 
of social reality, im

perative for the conduct of the 
study.

W
hile the interest in “soft skills” initially built the 

springboard of the project, to research “the social” 
in organizations m

ay seem
 as a rather grand 

aspiration and m
ay be a bit preposterous, but it 

hopefully w
ill sound less grand if it is specified that 

the m
ain interest lay in the w

ays in w
hich people 

refer to the “social” w
hen using the “soft skills” 

discourse – and thus in the individualistic repertoire 
being the first layer of constructing it. This w

ill be 
described in the first section. Thereafter I w

ill depict 
the discursive levels of the social in relation to the 
understanding of the organization as these offer a 
possible route of escape from

 the stability of the 
individualistic discourse. 

S
ocial com

petence in organizations – a 
trend and its story
S

ocial 
com

petence 
is 

an 
increasingly 

popular 
concept used in organizations on the them

e of 
how

 people relate w
ith each other. In recent years 

an increasing num
ber of publications has dealt 

w
ith the subject, though largely addressed to and 

w
ritten by practitioners (e.g. D

onnert, 2003, Faix 
and laier, 1991, H

eidloff and langosch, 1998, 
H

insch and W
ittm

ann, 2003, H
uck-S

chade, 2003, 
Jetter and S

krotzki, 2001, S
chiffer and von der 

Linde, 2002). 

W
hen 

the 
topic 

of 
“social 

com
petence” 

w
as 

treated by the academ
ic discipline of O

rganization 
S

tudies, it is either boiled dow
n to represent 

certain com
petencies such as “com

m
unication” 

(k
arkoschka, 

1998) 
and 

thus 
often 

com
bined 

w
ith issues such as diagnostics (K

anning, 2003) 
or training (H

insch and W
ittm

ann, 2003). M
ost 

concepts of social com
petence training follow

 a 
norm

ative logic being grounded in a cognitive 
conceptualization of training and w

hich go back to 
the idea that “handicapped groups”, such as people 
w

ho have spent som
e tim

e in psychiatric hospitals 
or children w

ith developm
ental difficulties, need 

help and training to “adjust” and find their w
ay 

back to society (e.g. H
ubbard and C

oie, 1994). 
E

vidently, early articles on “social com
petence” 

can be located in this field of psychology. 

W
ith the grow

ing popularity of the concept in the 
realm

 of organizations, it w
as increasingly seen as 

a required com
pletion of the professional skills and 

com
petencies. These are the area’s m

ost training 
and education focuses on. Thus, in recent years 
“social com

petence” often becam
e an integral 

part of professional curricula at universities (e.g. 
U

niversity of S
t. G

allen , U
niversity of Linz ). 

This reflects the dem
and of such com

petencies 
in organizations that even universities are urged 
to add it to their curricula. W

hen having a look at 
job adverts there is frequently a request for social 
skills such as “team

 spirit”, “sociableness” or “keen 
sense for interculturality” . A

lso, w
hen asked w

hat 
is im

portant for their life in an organization, people 
do m

ention issues connected to one or another 
form

 of relating and togetherness. 

Taken together, it follow
s that, in the everyday life 

of organizations, “social com
petence” can be seen 

as an um
brella term

 that encom
passes m

any so 
called “soft” and “relational” issues.

R
esearch question and context of the 

study 
A

s 
m

entioned 
above, 

“social 
com

petence” 
is 

a broadly used term
 in organizations and thus 

should also receive attention in the context of 
O

rganizational 
P

sychology 
research. 

H
ow

ever, 
the literature in this field has as yet not dealt w

ith a 
holistic conceptualization of the term

. In concrete 
term

s, 
m

ost 
scientific 

publications 
concentrate 

on certain aspects of social com
petence, m

ainly 
applying a cognitive understanding of the concept 
(E

uler, 2002a). The m
ain interest of these studies 

is to find out “w
hat” social com

petence “really 
is” and, consequently, how

 it could be trained 
(e

uler and r
eem

tsm
a-theis, 1999, e

uler, 2002b, 
k

arkoschka, 1998, S
tangl, 2001, Frieling et al., 

2001). A
s exem

plarily illustrated by the literature 
cited above, the “w

hat” of social com
petence in 

organizations is on the one hand m
anifold in all of its 

“accurate ascertainm
ent”. O

n the other hand social 
com

petence is often claim
ed by H

r
-professionals 

and other m
em

bers of organizations as one of the 
m

ost delicate them
es; delicate since conceived as 

a personal attribute that is very resistant to change 
and thus a source of m

anifold “problem
s” w

ithin 
organizations. This being said, w

e have arguably 
run into an im

plied contradiction: If one pretends 
to know

 w
hat social com

petence really consists of, 
w

hy then are there still so m
any problem

s? W
ithin 

this logic one explanation of this gap betw
een 
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accurate conceptualization and life in organizations 
is revealed, for instance, in the perpetual repetition 
of the problem

atic of transferring “the know
ledge” 

from
 science to practice, or from

 training to every 
day organizational life. The other explanation could 
be that the descriptions of social com

petence 
are yet not sufficiently accurate to capture the 
phenom

enon. The available studies and research 
projects 

address 
either 

of 
those 

angles 
and 

investigate further to fill those gaps. 

The focal interest of this study is a different one, 
how

ever. It tries to pinpoint how
 the topic of “social 

com
petence” itself is anchored in organizations, 

respectively in the talk of organizations m
em

bers, 
and how

 its m
eaning is constructed in different 

contexts. 
The 

research 
questions 

tackled 
in 

the study  w
ere: H

ow
 do organizations m

ake 
sense of social com

petence? W
hat are possible 

functions of the various constructions of the social 
in organizations? O

bviously then, the focus of 
the subject shifts aw

ay from
 asking “w

hat social 
com

petence truly is”, w
hich w

ould require a post-
positivistic stance (d

enzin and lincoln, 1998), 
tow

ards asking “how
 social com

petence em
erges 

from
 its use in everyday language use”. 

To inquire this later question, I relied on the 
data m

aterial from
 tw

o large retail com
panies in 

S
w

itzerland, Tradis and P
rodukta . P

rodukta is part 
of a w

orldw
ide com

pany, w
hich produces goods 

and sells them
 to further retailers. The S

w
iss unit 

thereby is m
ainly responsible for the distribution 

and sales of the goods to retailers. A
ltogether, the 

S
w

iss unit em
ploys about 150 em

ployees. Tradis 
is a retail organization w

ith m
ore than 10000 

em
ployees in S

w
itzerland. In order to get a broad 

variety of accounts on “social com
petence” I tried 

to talk w
ith people from

 different hierarchical levels 
and departm

ents, different levels of seniority and 
both sexes. The final selection of interview

 and 
discussion partners w

as carried out w
ithin both 

organizations by the H
R

 departm
ent. 106 people 

took part in interview
s and discussion groups, 

w
hereby 23 problem

-centred interview
s (W

itzel, 
2000, Fontana and Frey, 2003) and 13 group 
discussions 

(B
ohnsack 

and 
S

chäffer, 
2001, 

S
teyaert and B

ouw
en, 2004, P

otter and P
uchta, 

2004) 
w

ere 
conducted. 

Full 
transcripts 

of 
all 

interview
s and discussions w

ere perform
ed upon 

w
hich a discourse analysis  w

as carried out (P
otter 

and W
etherell, 1987, G

rant et al., 2004, W
ood and 

K
roger, 2000, P

hillips and H
ardy, 2002). 

R
ather than describing the process of analysis 

in detail, I w
ould like to “plunge” right into the 

description of the discourses of “the social”  w
ithin 

P
rodukta and Tradis and appoint m

ore space to 
reflections of the functions of the discourse w

ithin 
organizations 

and 
their 

im
plications 

for 
H

R
M

 
practice  and change. 

D
iscourses of the S

ocial 
W

hen carrying out the analysis, it becam
e clear that 

the em
ployees at both P

rodukta and Tradis m
ainly 

referred to three discourses w
hile constructing 

“the social”. The m
ost prom

inent account – very 
m

uch in relation to every day com
m

onsense – w
as 

relying on the individualistic discourse. The striking 
story here is not the use of the individualistic 
discourse as such, but rather its functions w

ithin 
the organizations. 

That is to say that the individualistic discourse 
stresses the potential for stability of social relations 
in the context of organizations – w

hich im
plies 

for H
R

M
, am

ong other things, that soft skills can 
hardly be trained or altered at all. The analysis of 
the individualistic discourses offers insights into 
how

 this also hinders, if not prevents, change of 
social relations rather than enabling it. 

In the follow
ing paragraph I w

ill thus briefly outline 
the aforem

entioned individualistic discourse in order 
then to discuss how

 the particular understanding 
of 

the 
tw

o 
organizations 

co-constructed 
the 

m
eanings of the social. W

hile the literature, and 
thereby 

especially 
m

anagem
ent 

handbooks, 
disregards 

the 
organizational 

perspective, 
this 

is the discourse w
hich could offer m

aterial for a 
critical discussion of H

R
M

 practices. This aspect 
w

ill be used at the end of this paper as a cursory 
outlook on the m

ore societal grounding of m
eaning 

that are – not surprisingly – also involved w
hen 

em
ployees construct their m

eanings of “a social” 
w

ithin their organizations.

Individualistic D
iscourses of the S

ocial 
W

hen looking up definitions of the social  one gets 
aw

are not only that there is a m
yriad of m

eanings 
and uses of the term

s  but that the social, in one w
ay 

or another, refers to the arena “in betw
een” people. 

This is arguably one reason w
hy it is often used 

interchangeably w
ith the term

 “social relations”. The 
paradox, how

ever, is that, due to the connection of 
the term

 “social” w
ith “com

petence”, the descriptive 

area “in betw
een” usually gets reassigned to the 

individual. O
ne effect of this reassignm

ent is that 
the responsibility for respectively successful or 
unsuccessful social relations gets attributed to the 
individual, not the collective. In both organizations 
the individualization of “the social” w

as one of the 
m

ore prom
inent discourses on the social. A

ssigning 
responsibility to the individual can be illustrated on 
the basis of the follow

ing extract :

M
A

: “I w
ould just quickly like to add, w

ithin this 
type of culture, everything is dependent on each 
individual. I can see that w

ith m
y boss […

] at som
e 

stage success or failure depends on each person 
w

ith his character, w
hether one can deal w

ith 
people or not […

]. (G
roup discussion 1, P

rodukta) 
.W

ithin the above extract it is not the culture, type 
of relations, received training or guidelines for 
organizational behaviour w

hich is high lightened. 
R

ather, the individual w
ith his or her “character” or 

traits is rendered the single m
ost influential elem

ent 
for “the social”. “C

ulture” in this account is set as 
a m

eta-category w
hich accounts for the prom

inent 
situation of the individual. The ability “to deal” w

ith 
others is put in co-function w

ith “character” as a 
fairly stable assignm

ent, w
hich is rather depicted 

as a trait instead of, for instance, a com
petence 

w
hich is learnable. D

epicting social skills as som
e 

sort of “character” w
ould also explain w

hy training 
in this area is steadily accom

panied by difficulties 
and failures. 

W
hen the social is equalled w

ith “character” it can, 
by definition, not be trained, only form

ed or altered. 
A

s concluded from
 the analysis “characters” are 

built, they develop, and they evolve through life 
experience and education but are never “trained” 
by organization. 

A
t this point, one m

ight ask if the investigated 
organizations represent them

selves as institutions 
for 

character 
building. 

A
s 

revealed 
through 

several group discussions in both organizations, 
m

y 
investigation 

show
ed 

that 
“the 

fam
ily” 

and 
“school”, 

i.e. 
institutions 

standing 
outside 

the 
respective 

organizations, 
w

ere 
deem

ed 
responsible for people’s sociableness . This gets 
even m

ore pronounced as the participants of m
y 

study depicted “the social” as som
e sort of stable 

personality trait. W
hile fam

ily and school w
ere 

seen as the institutions for early education and the 
building of personalities, it becam

e clear throughout 
the 

analysis 
that 

personality 
w

as 
conceived 

of as being fixed at early age. To put it in other 
w

ords: if “the social” continues to get constructed 
along individualistic repertoires, i.e. depicted as 
a personality trait, finished w

hen grow
n up, all 

efforts of H
R

M
 departm

ents for offering training 
in this area are rendered useless if one takes the 
im

plication of the analysis seriously. 

The consequence of this representation is that H
R

M
 

departm
ents w

ould have to stress the hiring of the 
right people, that is to say people w

ho fit w
ith the 

team
, w

ith the com
pany as this “social personality” 

cannot be altered after entering the com
pany. 

This 
consequence 

actually 
gets 

addressed 
in 

som
e accounts w

here interview
ees em

phasized 
that applicants are quite able to acquire needed 
professional skills after entering the com

pany, but 
not soft skills. 

Interestingly, this focus of the com
pany is associated 

w
ith a positive connotation as it is treated as a sign 

of the com
pany’s care for the hum

an aspect of their 
labour. O

n the other hand, it is im
plied for the H

r
M

-
departm

ents that they w
ould need to concentrate 

on “proper” selection processes, as it w
ould be 

w
asted m

oney to offer any kind of training on 
soft skills. A

dm
ittedly, such a consequence w

ould 
not be w

elcom
ed by either H

R
M

 departm
ents 

or the training business, not to speak of the 
em

ployees, because it w
ould underm

ine part of 
their core activities. A

fter this brief glim
pse into 

the construction of the social as individuality I w
ill 

now
 continue w

ith the organizational level, thus 
show

ing how
 the construction of the social relates 

w
ith organization theory.

C
o-construction by organizational 

m
etaphor - inside / outside the m

achine
In the previously depicted repertoires the analytic 
focus w

as on how
 the social gets connected to 

individual attributes. In the follow
ing discourse 

the 
focus 

w
ill 

be 
guided 

tow
ards 

how
 

the 
conceptualization 

of 
the 

organization 
im

plies 
particular understandings of the social. The guiding 
question here em

braces how
 the construction of 

“w
hat the organization is about” also tangents and 

thus co-constructs the representation of the social. 
W

hen sorting through the m
yriads of interview

ees´ 
accounts, it occurred that there w

as one particularly 
prom

inent pattern that constructed the organization 
along one of M

organ’s m
etaphors (M

organ, 1997), 
the m

achine m
etaphor. This w

asn’t “expected” 
in any w

ay at the outset of the analysis; rather 
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the difference betw
een the constructions of the 

organizations and the associated differences in 
the constructions of the social itself could be very 
w

ell related to and explained through M
organ’s 

w
ell-know

n m
etaphors . 

P
rodukta

B
oth organizations, P

rodukta and Tradis, could 
be w

ell appointed to the m
achine-m

etaphor. the 
difference betw

een the tw
o representations of the 

organizations w
as how

 the social w
as positioned 

in relation to the organization. In the context of 
P

rodukta 
the 

social 
w

as 
placed 

“outside” 
the 

organization, m
eaning that it w

as not seen as a 
relevant part of the organization. The w

ellbeing 
of the organization w

as described w
ithout the 

social, it w
as depicted as “all professional” – as 

opposed to the social, or rather “irrational social”, 
w

as depicted as a source of potential disturbance. 
Thus the m

ain interest at P
rodukta w

as not in the 
social, but rather in better “regulation” and “problem

 
solving”, as can been seen in the account below

:

B
: That so m

any stuff in the processes is not 
absolutely  a c c u r a t e l y ehm

 regulated, and then 
again there w

ill be eeeehm
, w

ell, disagreem
ents, 

like, w
hy have you done that w

ithout inform
ing us 

and, w
e don’t like that, and, w

ell, it’s m
ore som

e 
inform

ation-deficit w
e have am

ong us. (P
rodukta, 

Interview
, M

s. Lutz) 

The focus on how
 the organization is w

orking is 
depicted in this section as “regulation”, “process” 
and 

“inform
ation-deficit”. 

the 
vocabulary 

used 
here clearly alludes to non-functionalities w

ithin 
the organization. N

o relational vocabulary is used, 
neither in the above extract nor in the continuation 
of this account. The reasons for dysfunction in this 
organization are solely located in the technicalities 
of the process, like an “inform

ation-deficit”. thus 
the picture draw

n on how
 the organizations w

ork 
is a m

echanistic one. 

S
cenarios 

for 
optim

ization 
of 

perceived 
“disagreem

ents” are envisioned through designing 
appropriate “processes” by dint of w

hich they 
achieve 

to 
w

ork 
m

ore 
efficiently. 

W
ithin 

a 
m

echanistic or m
achine-m

etaphoric understanding 
of the organization, there seem

s to be no space 
for the social. M

organ describes the logic of the 
m

achine m
etaphor as follow

s: “W
e talk about 

organizations as if they w
ere m

achines, and as a 
consequence w

e tend to expect them
 to operate 

as m
achines: in a routinized, efficient, reliable, and 

predictable w
ay.” (M

organ, 1997, p. 13). 

The 
picture 

of 
P

rodukta 
is 

draw
n 

very 
m

uch 
along the sam

e lines. W
ithin this construction 

of organization, “the social” gets delineated as 
being outside the m

achine. It is not part of, and 
thus not im

portant for, routinized operations of the 
organization. the efficient w

orking of the m
achine-

like organization is granted by optim
ization of 

“regulation”. 

The social in this fram
e of reasoning, if assessed 

positively 
by 

the 
interview

ees, 
is 

conceived 
as a diversion from

 the m
onotony of everyday 

organizational 
life. 

W
hen 

conceptualized 
in 

a 
positive w

ay, accounts are m
ade such as “P

eople 
really do appreciate little presents from

 the H
R

 
departm

ent at easter tim
e”. This is put as “nice”, but 

not im
portant for the operation of the m

achine. 

If “the social” is assessed negatively, it is delineated 
as a hindrance for the effective functioning of the 
organization. In the latter conceptualization, i.e. 
w

hen depicted as hindrance, accounts as “if he’s 
repairing m

y com
puter, there’s no need of also 

telling m
e a joke” are m

ade. S
till, the social rem

ains 
an extra, a supplem

ent, to the organization and 
therefore as som

ething w
hich is not necessary for 

organizational functioning or even as a source of 
distraction for the efficient w

orkflow
. 

If in this repertoire one im
agines success of training 

in soft skills it becom
es obvious that these could 

only be another “nice to have” option rather than 
seen as im

portant to know
 for “functioning” of an 

organization. This repertoire illustrates quite nicely 
how

 trainings in the “soft sector” - if assessed 
positively - are seen as gratification if they are 
pleasurable enough and situated in a nice location. 
B

ut they w
on’t be seen as im

provem
ent for w

ork in 
the organization and thus the effect can be seen 
as negligent. Incidentally if assessed negatively 
(e.g. not in a nice hotel, too dem

anding, etc.) these 
trainings w

ill be seen from
 the very beginning as a 

w
aste of tim

e. In both cases, positive and negative 
assessm

ent, the trainings w
ill have hardly any 

effect on changing social relations in organizations, 
as social relations are sim

ply not seen as part of 
the professional organization.

Tradis
A different picture gets draw

n at Tradis. W
hereas 

Tradis also relies on a m
echanistic understanding 

of the organization, the social is not constructed as 
standing outside but rather inside the organization. 
A

ccounts on the social at Tradis took the form
 of 

the follow
ing extract. 

“[…
] one has said “W

e w
ill look after you. W

hat 
w

ould you like to do?” - O
n the job discussions w

ith 
em

ployees, folders w
ere filled, w

ishes w
ere taken 

into account, w
as on the lookout w

here one could 
plant people in a new

 function, dow
n to the last co-

w
orker”. (Tradis, Interview

 M
r. S

ieber, Logistics)

The organization gets depicted as caring for and 
being responsible to its em

ployees. The actions 
the com

pany has undertaken to look after them
 

are described at length in the interview
. It is thus 

revealed that the organization considers the social 
as an im

portant issue for the effective operation 
of the com

pany. This construct entails that the 
organization is also an active creator of the social. 
H

ow
ever, the social is still part of a m

achine-like 
picture of the organization as it is pinpointed as 
just another elem

ent that m
ust be governed for 

reasons of organizational effectiveness. W
hat is 

required is that the right tools get provided by the 
H

R
 and training departm

ents. 

A
cting responsibly at Tradis thus m

eans designing 
tools 

and 
processes 

to 
influence 

the 
social 

processes and also uses those in its advertisem
ent 

m
aterials. 

In 
m

ost 
accounts 

at 
Tradis 

people 
stress the positive social clim

ate w
hile m

entioning 
that the organization puts a lot of energy into it. 
In 

conjunction 
thereto, 

the 
good 

clim
ate 

gets 
em

bodied through the person of the C
E

O
 w

ho 
in m

any accounts is described as som
eone w

ho 
never forgets a nam

e of an em
ployee. Then in a 

next m
eeting w

ith him
/her he w

ould address the 
person by nam

e. In this w
ay, a heroic picture of 

the C
E

O
 is produced, w

hich too presents another 
im

age of the social as individualized com
petence. 

W
hen problem

s w
ithin the relational realm

 arise 
w

ithin Tradis, social w
orkers are em

ployed and 
take care of the issue at hand . 

The 
flip 

side 
of 

“the 
social 

as 
organizational 

responsibility” unfolds w
ithin the question of w

here 
non-functional sides of the social get assigned 
to. W

ithin Tradis the dom
inant rhetoric is that “w

e 
support individuals w

ho have the potential but not 
yet the ability, but w

e do not support people w
ho 

have the ability but not the proper m
otivation”. 

thus the non-functionality, if in question, w
ould 

be assigned to the individual w
ho does not exhibit 

the 
requisite 

enthusiasm
 

or 
w

ork 
ethos 

(“not 

w
anting”). W

ith the link to individual volition “the 
social” acts as a trigger for assessing w

hether the 
person “fits” the organization. In other w

ords, the 
organization is entitled to define w

ho is w
illing and 

w
ho is not, w

ho deserves being supported and 
w

ho not. C
onsequently, those w

ho do not perform
 

in accordance w
ith the standards of the com

pany 
m

ight be positioned as just not “w
anting”, thus can 

be expelled w
ithout putting the com

pany in any bad 
light. The organization retains its positive stance 
since it still cares for people and offer help, at least 
for those w

ho try to hold up to the established 
standards. 

For training social skills in this type of organization 
it m

eans that training w
ill have effects on social 

relations in organizations as long as everything 
goes w

ell. If em
ployees do not conform

 w
ith the 

organizational discourse here the social discourse 
gets used for m

aking people redundant. H
ere the 

question arises if training of soft skills gets a rather 
perverted m

eans for labelling people as not w
illing 

to learn socially and thus any kind of diversity 
w

ould get abolished. 

I do not think this consequence of social skills 
trainings 

w
as 

intended 
by 

people 
designing 

those training. The reflection here is though to be 
bew

are of potential abuse of hum
anistic ideals in 

functionalistic discourse of organizations.

A
fter having given som

e insight into the analysis of 
the social in these tw

o organizations.

r
eflections of the C

onstruction of the 
S

ocial as enabling or hindering change
The initial question of this paper w

as related to 
the m

eaning of the now
adays ubiquitous and 

fashionable quest for soft skills in organizations. 
W

ithin tw
o organizations interview

s and group 
discussions 

w
ere 

conducted 
and 

discourse 
analysis carried out. The first im

portant discursive 
level being discussed w

as that of individualistic 
agency, prevailing since m

odern age. 

M
ost interesting here w

as that the construction 
of the social as individualistic agency, rather than 
enabling change of social relations and situations, 
w

as about to hinder it. This w
as not least due to 

the construction relying on the assum
ption that the 

“education” of the social w
as finished w

hen people 
had grow

n up. The social thus turned out to be a 
stable trait of character. 
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A
s 

discussed 
in 

m
ore 

detail 
above, 

the 
individualistic discourse w

as used differently in 
P

rodukta, as interview
ees constructed the social 

as being “outside” the organization. Interestingly, 
“the social” did still happen at P

rodukta, only 
outside the organization. E

m
ployees w

ould m
eet 

during leisure tim
e w

here they w
ould continue 

talking about the organization w
hile having a drink 

and w
ould afterw

ards take all the praise for the 
good social relations, w

hich they accom
plished 

all by them
selves in their tim

e off, leaving the bad 
situations to the organization to be blam

ed for. 

The logic of the social as not belonging to the 
m

achine corresponds very m
uch w

ith the critique 
that takes issue w

ith the “absence of the hum
an 

factor” 
in 

classic 
conceptions 

of 
organization. 

M
organ utters this critique as follow

s: “The w
hole 

thrust of classical m
anagem

ent theory and its 
m

odern application is to suggest that organizations 
can or should be rational system

s that operate in 
as efficient m

anner as possible. […
] In this regard 

it is significant that the classical theorists gave 
relatively little attention to the hum

an aspects of 
organization.” (M

organ, 1997, p. 21). In M
organ’s 

account “the hum
an” is set in opposition to the 

“rational system
”, thus depicting it as the “irrational 

elem
ent” w

hich hinders the efficient operation of 
the organization. 

If 
depicted 

as 
the 

“irrational 
elem

ent” 
rather 

hindering than enabling organizational functioning 
follow

ing this logic it m
ight even be very useful, 

that training of soft skills does not enable too m
uch 

change in this realm
 of an organization. It m

ight 
bring even m

ore unw
anted disturbance into the 

organization.

Very m
uch the sam

e happens w
ith the construction 

of the social as revealed in the data since it is 
negatively 

assessed 
as 

“disturbance” 
of 

the 
otherw

ise 
efficient 

w
orkflow

. 
A

gain, 
the 

pitfall 
here is, according to analysis, that one doesn’t 
respect S

chein’s (1980) idea of m
an. though 

it is indisputable that “the hum
an” can even be 

accorded to theories such as Taylorism
, w

here it is, 
of course, conceived differently from

, for instance, 
hum

anism
 or S

chein’s “social m
an” (S

chein, 1980), 
it is also evident that by putting the social outside 
the m

achine it again obtains the condition of the 
non-functional. 

yet, 
this 

particular 
construction 

could at the sam
e tim

e offer just this space for 
non-efficiency, thus opening up for an escape-
route aw

ay from
 the coercions of efficiency and 

ordering so typical for m
odern type organizations 

kept in the m
achine logic: “P

atterns of authority 
serve 

as 
points 

of 
resistance 

and 
coordinate 

activities by restricting activity in certain directions 
w

hile encouraging it in others” (M
organ, 1997, p. 

18). e
specially in light of Foucault’s conception 

of the m
achine’s disciplinary pow

er  one m
ight 

reconsider the positioning of the social as being 
outside the m

achine not as a shortcom
ing but 

rather as a route of understanding that opens up 
for a greater variety of relations. Thus, the social 
that takes place outside the m

achine could entail 
som

e 
em

ancipatory 
potential, 

som
ething 

that 
escapes the disciplinary influence, the clutch so to 
speak, of the m

achine. 

W
ith Tradis “the social” w

as positioned as an 
integral part of the m

achine. A
s a result thereof, it 

becam
e part of the efficiency-logic of the m

achine 
m

etaphor. The social no longer rem
ained the 

irrational elem
ent but w

as depicted as that w
hich 

is “to be handled” w
ith the “right” instrum

ents, 
provided by the H

r
-departm

ents. in connection 
w

ith the individuality-discourse of the social the 
construction of the social as part of the m

achine 
(Tradis) this gets further (ab)used as the individual 
is only ascribed responsibility w

hen the social 
goes w

rong. If it goes w
ell, all the praise goes to 

the organization that “cares” for its co-w
orkers. 

W
hat is partly reflected in this construction of the 

social as functional elem
ent is the logic of H

um
an 

R
elations as they w

ere “the first” w
ho transferred 

hum
an properties into the organization (K

ieser, 
2002). H

ow
ever, applying the H

um
an R

elations 
account for reflection is contestable as M

organ 
associates it not w

ith the m
achinist, but the organism

 
m

etaphor (M
organ, 1997, p. 34-39). it m

ight be 
argued by doing this he too m

uch conceals the 
functionalistic side of hum

an relations, thus putting 
too m

uch em
phasis upon positive features such 

as flexibility and potential for variation. That the 
functionality aspect w

as – at least in the beginning 
– very m

uch in the foreground of the H
um

an 
R

elations R
esearch can be illustrated by the fact 

that even Taylor w
elcom

ed M
ayo’s experim

ents, as: 
“Taylor in fact suggested M

ayos’s project explicitly, 
for he called for a “scientific investigation …

 [into] 
the m

otives w
hich influence m

an” (Taylor, 1911: 
129-130)” (O

’C
onnor, 1999, p. 224). O

’C
onner 

calls this “adjustm
ent-integration” through w

hich 
“the m

otives” of the w
orkers should be adjusted 

and then integrated into the organization. 

Thus, the idea that the “hum
an” or “social” can 

be integrated into the organization isn’t a “new
” 

idea in any w
ay. In fact, O

”C
onnor convincingly 

argues: 
This 

idea 
of 

m
entally, 

em
otionally, 

psychologically, and m
orally linking the w

orker to 
the organization is picked up in H

R
M

 in various 
form

s: by law
rence (1985), as “m

utuality”; by B
eer 

et al. (1985) as “com
m

itm
ent” and “congruence”; 

and by G
uest (1987) as “integration” (O

’C
onnor, 

1999, 
p. 

242). 
W

hat 
these 

theories 
have 

in 
com

m
on is the conviction that the integration of 

“social com
petences” into the organization leads 

to a w
in-w

in situation; m
eaning that it w

ill lead to 
positive outcom

es both for the individual as for the 
organizations. 

This seem
s to be one of the m

ost prom
inent 

allures of the H
um

an R
elations idea; an idea w

hich 
today is revitalised by the soft-skills fashion. the 
relational or “hum

an needs” of people are taken 
into account by the “caring” organization and by 
doing this; the organization operates even m

ore 
efficiently. 

W
hat is usually left out in this story are the 

consequences 
w

hich 
derive 

from
 

“the 
social” 

not m
aterializing in the w

ay it is expected by 
the organization; i.e. w

hen it acquires a state of 
non-functionality. yet, it is precisely under those 
circum

stances 
that 

the 
logic 

of 
functionality 

gets m
ost visible. W

hen this case happened at 
Tradis, the individuality discourse w

as applied; 
the individual w

as blam
ed and in the end sacked, 

because s/he didn’t “w
ant” to learn. 

To m
e cases like this open up the question how

 
a 

social 
can 

be 
conceived 

in 
relation 

to 
the 

organization outside of the functionality logic. The 
w

hole plot still rests on the idea of the efficient 
functioning of the m

achine, the absence of friction 
losses, m

eaning that as long that everything is 
neatly ordered and in its place it w

ill be a success 
for everything involved. W

hat m
ust be overcom

e in 
the first place is the idea of “ordering”, a principle 
upon w

hich m
any m

odern societies rest. :”Industrial 
society rests on order. O

rder m
eans everything in 

its place…
 a society bent on order should put the 

body into order by putting order in the body; society 
gains order by “training”.” (S

choenw
ald 1973, S

. 
674 in C

hia, 2003, S
. 103). e

verything is ordered 
and the left outs turn out to be areas of taboo. 

W
ith this in m

ind, the question can be posed 
how

 
can 

–even 
in 

organizations 
– 

the 
social 

be lived (and not trained) not just as resistance 
to the organization as in P

rodukta or as just 
another elem

ent to be ordered as in Tradis? O
ne 

rather obvious connection w
ould be to link the 

social to, and hence understand it through other 
organizational 

m
etaphors. 

A
nother 

idea 
w

ould 
be to put less w

eight on individuality, and instead 
stress the quality of the relation itself. This, as I 
believe, w

ould have, am
ong other things, the 

advantage of cautioning H
R

M
 practitioners not 

to unreflectedly adopt the “soft skills” approach 
as this w

ould sim
ply repeat the pitfalls already 

practiced in the H
um

an R
elations “era”. 
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A
bstract:

E
fficiency is a topic w

hich – especially in these 
turbulent 

econom
ic 

tim
es 

– 
gains 

m
ore 

and 
m

ore 
im

portance. 
C

oncerning 
efficiency, 

sm
all 

organizations 
often 

can 
deal 

better 
w

ith 
the 

requirem
ents 

of 
changing 

situations 
than 

big 
m

ultinational enterprises. This lack of flexibility 
norm

ally 
has 

to 
do 

w
ith 

the 
organizational 

structure 
and 

the 
m

assive 
bureaucracy 

w
ithin 

such enterprises. B
ut this is not the only negative 

influence of bureaucracy. E
ven m

ore im
portant 

are the w
aste of tim

e, w
hich costs m

oney, and the 
possible de-m

otivation of em
ployees, w

hich costs 
m

uch m
ore m

oney and has a direct im
pact on the 

efficiency / success of a com
pany. 

To evaluate this im
pact of bureaucracy on the 

em
ployee m

otivation or satisfaction is the goal 
of this research. The cultural difference betw

een 
A

ustria and G
reat B

ritain w
ill also be taken into 

consideration as w
ell as the variances betw

een 
different hierarchical levels. 

A
s a certain effort in adm

inistration and reporting 
is necessary to m

anage a com
pany and especially 

m
ultinational enterprises, a further goal – beside 

evaluating the im
pact on em

ployee m
otivation 

- is to give recom
m

endations how
 to strike a 

balance betw
een both, necessary reporting and 

unnecessary bureaucracy.

The first part of the research is a literature review
 

to get a detailed overview
 about the topic in 

general, about certain aspects in detail and to 
have clear definitions for the m

ajor term
s used in 

the research. 

K
ey-w

ords:

M
ultinational E

nterprises

E
m

ployee m
otivation / E

m
ployee satisfaction

B
ureaucracy 

/ 
E

fficiency 
through 

lean 
m

anagem
ent

C
ultural D

ifferences A
ustria / U

K

E
-m

ail: sabine.sinz@
franke.com

“B
ureaucracy is the death of any achievem

ent.” 
(a

lbert e
instein, 1934) - this is a very provocative 

statem
ent but m

ay sum
m

arize w
hat a lot of people 

think about bureaucracy. O
f course, it m

ight be not 
that dram

atic but there are probably few
 people 

w
ho have a positive em

otion about bureaucracy. 
W

hat 
first 

com
es 

in 
m

ind 
w

hen 
asked 

about 
bureaucracy is often the follow

ing: slow
, long 

w
inded, 

com
plicated 

and, 
of 

course, 
public 

authorities. 

N
evertheless, although the term

 “bureaucracy” is 
m

ostly used in com
bination w

ith the governm
ent 

or 
the 

public 
sector, 

it 
becam

e 
also 

stronger 
and 

stronger 
in 

the 
private 

sector, 
especially 

w
ithin m

ultinational enterprises. The bigger the 
m

ultinational enterprises are, so H
enzler, the higher 

is the tendency to bureaucracy: “W
ith disastrous 

results: Loss of inform
ation, m

isunderstandings 
and fall apart of know

how
 and m

anagem
ent skills.” 

(H
enzler, 2006) - “the proposition is sim

ple and 
straightforw

ard: operating m
ore like a dem

ocracy 
than a bureaucracy can m

ake an organization 
m

ore cost-effective, m
ore agile and a w

hole lot 
m

ore fun to w
ork in.” (W

are, 2003, p.1; G
ratton, 

2003)

H
ence, w

orking w
ithin a bureaucratic organization 

not only generates an enorm
ous w

orkload but 
also tasks, w

hich the em
ployees probably feel as 

unnecessary or of no use. This causes frustration 
and de-m

otivation.

To get a fundam
ental basis for the w

hole research 
project, first of all an in-depth literature review

 
including definitions of basic term

s w
as done. The 

results of this literature review
 w

ill be sum
m

arized 
in this article. B

ut also a short outlook about the 
further research steps (qualitative &

 quantitative 
research, consolidation, etc.) w

ill be given.

The follow
ing goals have been defined for the 

literature review
:

G
et a detailed overview

 of the existing 
literature

P
rove the significance of the research topic

P
rove the relevance of the chosen topics to the 

research

Find definitions for the m
ajor term

s used in the 
research

C
om

pare different scientific approaches

Find a gap in the literature to define the 
contribution to know

ledge

Find the right m
ethodology for the research

S
ignificance / r

elevance
The significance of a topic is key for a research 
project. 

From
 

a 
scientific 

point 
of 

view
, 

this 
significance 

is 
linked 

to 
the 

contribution 
of 

know
ledge. A gap w

ithin the existing literature 
shall be closed through the actual research. 

From
 an econom

ical point of view
, the significance 

goes one step further. O
f course, the contribution 

to know
ledge is im

portant, but it is even m
ore 

im
portant, if the outcom

e concerns not only a few
 

people w
orldw

ide but a broader group of people. 
This m

akes the research m
ore significant.

e
specially now

adays - w
ith the existing inform

ation 
overload - it is also im

portant to define, w
hich 

topics are really relevant to the research. N
orm

ally 
the m

ore literature is analyzed the m
ore aspects of 

the topic show
 up. Therefore, the clear goal of the 

literature review
 w

as to first get a broad overview
 

but then focus only on the things, w
hich are directly 

linked to the research topic.

The follow
ing topics shall proof the significance 

and relevance of the research.

M
ultinational E

nterprises

•••••••

First of all it has to be m
entioned, that there 

are m
any different term

s for w
hat w

ill be called 
“M

ultinational 
E

nterprises 
(M

N
E

s)” 
w

ithin 
this 

research:

M
ultinational C

orporations (M
N

C
s)

Transnational C
orporations (TN

C
s)

Transnational E
nterprises (TN

E
s)

M
ultinational G

roup of C
om

panies

M
ultinationals, etc.

A
lthough there m

ight be som
e slight differences 

betw
een these term

s, the differences are not 
consistently used w

ithin the literature. Thus, it 
m

akes m
ore sense to take the aspects of all 

the above m
entioned term

s into account w
hen 

defining “M
ultinational E

nterprises (M
N

E
s)” for this 

research project.

The reason for not taking an existing definition is 
that there is no clear, consistent explanation for 
M

ultinational E
nterprises (M

N
E

s) available in the 
literature. N

ot even the O
E

C
D

 in its “G
uidelines for 

M
ultinational E

nterprises” m
entions a classification. 

In fact it is declared that “a precise definition of 
m

ultinational enterprises is not required for the 
purposes of the guidelines” (O

e
C

d
, 2001, p.8).

H
ow

ever, there are various efforts to describe w
hat 

could be understood under the term
 “M

ultinational 
E

nterprises”. “These usually com
prise com

panies 
or other entities established in m

ore than one 
country and so linked that they m

ay co-ordinate 
their operations in various w

ays. W
hile one or 

m
ore of these entities m

ay be able to exercise a 
significant influence over the activities of others, 
their degree of autonom

y w
ithin the enterprise 

m
ay vary w

idely from
 one m

ultinational enterprise 
to another. O

w
nership m

ay be private, state or 
m

ixed.” (O
E

C
D

, 2001, p.9)

a
ccording to B

razinskas (2008) a M
ultinational 

E
nterprise (M

N
E

) is defined as a firm
 w

ith som
e 

foreign sales and som
e foreign production (usually 

10%
 

or 
m

ore), 
w

here 
the 

foreign 
production 

takes place in a w
holly-ow

ned foreign subsidiary 
and having such foreign subsidiaries in several 
countries. r

oot (1994) and C
hoi (2008) defined a 

M
N

E
 as a parent com

pany that engages in foreign 
production through its affiliates located in several 
countries, exercises direct control over the policies 
of its affiliates, im

plem
ents business strategies in 

•••••
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C

a
s

e
s

production, m
arketing, finance and staffing that 

transcend national boundaries. 

A
lthough there are a lot m

ore definitions trying 
to describe M

N
E

s the core can be sum
m

arized 
as follow

s and w
ill be used in this context for the 

present research:

D
efinition:

M
ultinational E

nterprises (M
N

E
s) are com

panies 
established in m

ore than one country and linked to 
each other through various ow

nership relationships 
(parent com

panies, sister com
panies, etc.). They 

w
ork under one um

brella, w
ith sim

ilar strategies and 
guidelines (e.g. in finance, m

arketing, production, 
etc.) to achieve the group goals (the group counts 
m

ore than the individual com
pany).

The relevance of M
ultinational 

E
nterprises is undeniable. 

E
ven in The N

ew
 E

ncyclopaedia B
ritannica (2006, 

p.374) 
the 

topic 
is 

m
entioned 

under 
M

odern 
Trends w

ithin B
usiness O

rganizations: “The sheer 
size of the largest lim

ited-liability com
panies or 

corporations 
– 

especially 
“m

ultinationals,” 
w

ith 
holdings across the w

orld – has been a subject 
of discussions and public concern since the end 
of the 19th century. For w

ith this rise has com
e 

m
arket and political pow

er”. 

O
r even m

ore im
pressive: “C

urrently the w
orld’s 

largest 
500 

M
N

E
s 

dom
inate 

w
orld 

trade 
and 

investm
ent. In term

s of foreign direct investm
ent 

(FD
I) the w

orld’s largest firm
s account for 90%

 of 
the w

orld total. In term
s of trade they account for 

approxim
ately half of w

orld trade as they often have 
a hundred or m

ore foreign subsidiaries around the 
w

orld.” (B
razinskas, 2008).

W
hen w

e look for exam
ple at the Top 50 A

m
erican 

com
panies, none of them

 is an exclusively U
S

 
dom

estic com
pany. A

ll of them
 are m

ultinationals, 
as this global, international approach w

as for m
any 

years a guarantor for success. (C
N

N
, 2008)

N
evertheless, as tim

es becam
e harder, being a 

m
ultinational enterprise (w

ith all its synergies and 
advantages through diversification) is not anym

ore 
enough to be successful.

Lean M
anagem

ent 
A

lthough the first steps into Lean M
anagem

ent go 
back into the 1930s or shortly after W

orld W
ar II 

– w
here K

iichiro Toyoda, Taiichi O
hno and other 

persons at Toyota already tried to optim
ize their 

production (Toyota P
roduction S

ystem
) – the trend 

tow
ards Lean M

anagem
ent probably first started 

w
ith the book “The M

achine That C
hanged the 

W
orld” by Jam

es P. W
om

ack, D
aniel R

oos, and 
D

aniel T. Jones (1990). W
ith there second book 

“Lean Thinking” (1996), Jam
es P. W

om
ack and 

D
aniel T. Jones distilled the lean principles even 

further.  (lean e
nterprise institute, 2008)

Jam
es P. W

om
ack and D

aniel T. Jones (2003) 
sum

m
arized in their 4th edition of “lean thinking: 

B
anish 

W
aste 

and 
C

reate 
W

ealth 
in 

Your 
C

orporation” the principles of lean m
anagem

ent 
to 5 and thus have defined the core of all lean 
m

anagem
ent efforts:

S
pecify value 

Identify the value stream
 

Flow
 - e

stablish a product flow
 w

ith value-
added steps 

P
ull - C

reate a custom
er pull (not supplier 

push) process

P
erfection - W

ork tow
ards perfection 

A
lthough the m

entioned books can be seen as the 
pillars of lean m

anagem
ent, bureaucracy is not at 

all a topic in them
. O

f course, the reason for this 
m

ay be that lean m
anagem

ent originated from
 the 

production side and only som
e years later took 

also the adm
inistration part of the business into 

account.

Like I. Laqua (2005) m
entions: C

om
petitive cost 

structures w
ere the m

otivation of m
any com

panies 
to 

optim
ize 

the 
efficiency 

of 
their 

production 
resources, but today the m

ain cost problem
s are 

caused by adm
inistrative departm

ents. Thus, lean 
m

anagem
ent m

ethods w
ere adapted to increase 

also 
the 

efficiency 
of 

internal 
adm

inistrative 
processes.

W
ith 

this 
background, 

the 
definition 

for 
lean 

m
anagem

ent 
and 

lean 
adm

inistration 
is 

quite 
clear:

D
efinition:

••••

Lean 
M

anagem
ent 

is 
the 

effort 
to 

optim
ize 

processes w
ithin a com

pany by specifying custom
er 

value, identifying the value stream
, establishing a 

product flow
 according to the value-added steps, 

create a custom
er pull process and w

ork tow
ards 

perfection. W
ith this, w

aste (of tim
e, resources, 

space, etc.) should be m
inim

ized and efficiency as 
w

ell as quality should be im
proved.

Lean A
dm

inistration uses the m
ethods of lean 

m
anagem

ent to optim
ize the internal, adm

inistrative 
processes tow

ards efficiency im
provem

ent and 
higher quality.

B
ureaucracy

A
lthough, 

lean 
m

anagem
ent 

and 
bureaucracy 

seem
 to be som

ehow
 linked, a clear description 

of this relationship is m
issing w

ithin the literature. 
To be able to define this linkage, it is necessary to 
evaluate w

hat the term
 bureaucracy m

eans. 

The 
O

xford 
D

ictionary 
of 

E
nglish 

(2006, 
p.230) 

describes 
bureaucracy 

as 
“a 

system
 

of governm
ent in w

hich m
ost of the im

portant 
decisions 

are 
taken 

by 
state 

officials 
rather 

than by elected representatives” or “a state or 
organization governed or m

anaged according to 
such a system

” as w
ell as “the officials in such 

a system
s, considered as a group or hierarchy.” 

Furtherm
ore, bureaucracy is also described as 

“excessively com
plicated adm

inistrative procedure 
(the unnecessary bureaucracy)”.

The N
ew

 E
ncyclopaedia B

ritannica identifies the 
sam

e aspects of bureaucracy but in a broader 
context. “A professional corps of officials organized 
in a pyram

idal hierarchy and functioning under 
im

personal, uniform
 rules and procedures. In the 

social sciences, the term
 usually does not carry 

the pejorative associations of popular usage” (The 
N

ew
 e

ncyclopaedia B
ritannica, 2006, p.642). B

ut 
of course this “popular usage” is w

hat counts w
hen 

people are asked about their opinion to a certain 
topic (research w

ith hum
an participants). 

H
aving a further look on the characteristics of 

bureaucracy, 
the 

follow
ing 

aspects 
are 

also 
m

entioned 
w

ithin 
The 

N
ew

 
E

ncyclopaedia 
B

ritannica (2006):

A
dm

inistrative, rational and im
personal 

regulations

inferior-superior (hierarchical) relationships

••

A
uthority is legitim

ized by a belief in the 
correctness of the process by w

hich 
adm

inistrative rules w
ere enacted

A
ll pow

er is concentrated on the top

Inefficiency and lack of flexibility

G
oal displacem

ent: The instrum
ental and 

form
alistic aspects of the bureaucratic role 

becom
e m

ore im
portant than the achievem

ent 
of the m

ain organizational goals

For 
S

chneider 
(2002) 

bureaucracy 
is 

the 
proliferation of rules and regulations as w

ell as the 
grow

th of the therefore needed infrastructure. A
lso 

Thom
as &

 S
chenk (2001) describe bureaucracy 

w
ith distinctive hierarchical levels, inflexible, a 

lot of form
alities and an enorm

ous adm
inistrative 

effort.

R
ackow

 (2007) even describes a bureaucrat as 
a „file-person” and m

entions furtherm
ore that the 

w
ord “bureaucracy” itself is im

m
ediately linked w

ith 
a negative connotation and stands for a narrow

-
m

inded interpretation of regulations.

This all confirm
s the statem

ent: “In any bureaucracy, 
paper w

ork increases as you spend m
ore and 

m
ore tim

e reporting on the less and less you are 
doing”. (Think exist, n.n.)

A
s 

a 
clear 

definition 
for 

bureaucracy 
w

ithin 
private organizations is alm

ost entirely m
issing, 

the 
follow

ing 
sum

m
ary 

describes 
best, 

how
 

bureaucracy shall be understood in this research 
project.

D
efinition:

B
ureaucracy (in term

s of adm
inistrative processes, 

not governm
ental structures) or better U

nnecessary 
B

ureaucracy in organizations could be defined as 
hierarchical structures, w

here regulations, uniform
 

rules and adm
inistrative procedures count m

ore 
than persons and in the last consequence also 
m

ore 
than 

actual 
achievem

ents. 
Furtherm

ore, 
U

nnecessary 
B

ureaucracy 
causes 

inefficiency 
(including w

aste of tim
e and resources) and lack 

of flexibility. A
nother indication for bureaucracy is 

an increasing paper w
ork, w

hich results from
 the 

form
alities and the narrow

-m
inded interpretation of 

regulations.

O
f course, that does not m

ean that hierarchical 
structures in general are bad or that no regulations 

••••
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C

a
s

e
s

are necessary to m
anage a com

pany, but it should 
be on an adequate level.

C
om

ing 
back 

to 
the 

question, 
if 

and 
how

 
unnecessary 

bureaucracy 
is 

linked 
w

ith 
lean 

m
anagem

ent, 
it 

can 
be 

said, 
that 

w
ith 

lean 
m

anagem
ent unnecessary bureaucracy could be 

avoided. Lean m
anagem

ent or lean adm
inistration 

focuses directly on the inefficiency and w
aste of 

resources of bureaucracy. 

B
ut, 

as 
John 

S
eddon 

(2005) 
m

entions: 
“This 

w
aste is just the tip of the iceberg. The costs 

of dem
oralisation are incalculable. P

eople are 
dem

oralised because so m
uch of w

hat they do has 
little bearing on the purpose of their w

ork.”

E
m

ployee S
atisfaction / E

m
ployee 

M
otivation

A
ssum

ing that w
ork not only serves to secure the 

m
aterial livelihood but also contributes significantly 

to m
eet personal, social and cultural needs as w

ell 
as it influences also other parts of live, em

ployee 
satisfaction is a central precondition for a general 
live satisfaction and last but not least also physical 
and psychical health. Thus, the topic em

ployee 
satisfaction 

has 
a 

high 
econom

ic 
and 

social 
relevance. (H

auser et al, 2005)

Lately executed analyses confirm
 that there is a 

significant correlation betw
een the experienced 

general 
satisfaction 

and 
the 

success 
of 

the 
com

pany. Furtherm
ore, a m

eaningful and significant 
correlation betw

een em
ployee m

otivation and the 
success of a com

pany can also be seen. (H
auser 

et al, 2005)

H
ere the questions of the difference betw

een 
em

ployee m
otivation as “a reason for acting or 

behaving in a particular w
ay; desire or w

illingness 
to 

do 
som

ething; 
enthusiasm

.” 
(The 

O
xford 

d
ictionary of e

nglish, 2006, p. 1145) and em
ployee 

satisfaction as the “fulfilm
ent of one’s w

ishes, 
expectations, or needs, or the pleasure derived 
from

 this.” (The O
xford D

ictionary of E
nglish, 2006, 

p.1568)

arises. Thus, both term
s have to do w

ith needs or 
w

ishes, but m
otivation deals m

ore w
ith the reasons 

for acting w
hereas satisfaction has to do w

ith the 
fulfilm

ent of desires.

W
ithin this research project the follow

ing definitions 
shall be valid:

D
efinition:

The em
ployee satisfaction indicates if and to w

hich 
extend the w

ishes, expectations or needs of an 
em

ployee are m
et w

ithin the organization he/she 
is w

orking for (passive approach). 

The em
ployee m

otivation has tw
o aspects. O

ne 
is the “m

otivated” behaviour or acting itself and 
the other aspect is the extrinsic inspiration of the 
em

ployees to have the w
illingness to do som

ething 
(active approach).

G
iven the already m

entioned econom
ic and social 

relevance of em
ployee satisfaction and em

ployee 
m

otivation, it is im
portant to evaluate w

hich factors 
influence the em

ployee satisfaction / m
otivation 

m
ost. 

The follow
ing influence factors have already been 

evaluated (H
auser et al, 2005): 

Identification w
ith the com

pany

Team
 orientation

E
ncouragem

ent of personal developm
ent 

w
ithin the com

pany 

A
bility to change 

C
ulture w

ithin the organization

N
ow

 it has to be found out, if bureaucracy also 
belongs to these influence factors of em

ployee 
satisfaction / m

otivation. 

C
ultural differences

D
ealing w

ith m
ultinational enterprises, one m

ore 
aspect has to be taken into consideration – cultural 
differences. “For those w

ho w
ork in international 

business, it is som
etim

es am
azing how

 different 
people in other cultures behave. W

e tend to have 
a hum

an instinct that ‘deep inside’ all people are 
the sam

e - but they are not. therefore, if w
e go 

into another country and m
ake decisions based 

on how
 w

e operate in our ow
n hom

e country - the 
chances are w

e’ll m
ake som

e very bad decisions.” 
(H

ofstede, 2008)

K
now

ing this, it is essential to be w
ell aw

are of 
the cultural differences. G

eert H
ofstede (2008) 

describes 5 cultural dim
ensions, w

hich could have 
an im

pact on the research (P
ow

er D
istance Index, 

•••••

Individualism
, M

asculinity, U
ncertainty Avoidance 

index, long-term
 O

rientation).

Lew
is (2003) classifies the w

orld’s cultures in 3 
rough categories: linear-actives (people w

ho plan, 
schedule, 

organise, 
etc.), 

M
ulti-actives 

(lively, 
loquacious people) and R

eactives (people w
ho 

prioritise courtesy and respect, listening quietly 
and calm

ly, reacting carefully). H
e furtherm

ore 
analyzed the different cultures in term

s of gather 
inform

ation, use of space and tim
e, different types 

of leadership, com
m

unication patterns, listening 
habits and body language.

The cultural differences have to be taken into 
considerations as som

e aspects of the research 
m

ay vary w
ith certain cultural backgrounds. It 

could be that one culture can cope better w
ith 

hierarchical differences than another or that for 
exam

ple 
the 

com
m

unication 
style 

is 
different. 

These diversities could have an im
pact on the 

outcom
e of the research and w

ill therefore be 
integrated.

R
esearch G

aps and C
ontribution to 

know
ledge

S
um

m
arizing this literature review

 it is clear that a 
lot of research has already been done concerning 
m

ultinational 
enterprises 

(although 
a 

clear 
definition for this term

 is alm
ost entirely m

issing) 
as w

ell as on lean m
anagem

ent. N
evertheless, 

a clear focus on bureaucracy w
ithin m

ultinational 
enterprises does not exist.

Furtherm
ore, although the em

ployee satisfaction / 
m

otivation is proved to have a high influence on the 
success of a com

pany, the im
pact of bureaucracy 

on this em
ployee satisfaction / m

otivation has not 
been evaluated at all. 

A
s satisfaction and m

otivation as w
ell as coping 

w
ith 

bureaucracy 
m

ay 
differ 

from
 

country 
to 

country, this aspect w
ill also be to be taken into 

consideration for the further research. 

B
ureaucracy - to w

hat extend how
ever - includes 

som
ehow

 
a 

hierarchical 
structure. 

Therefore, 
it could also be im

portant to evaluate, if one 
hierarchical 

level 
is 

m
ore 

influenced 
by 

the 
bureaucracy of a m

ultinational enterprise than 
another. 

G
iven this gap in the literature, the follow

ing 
objectives concerning the contribution to know

ledge 
have been defined:

Find out if and to w
hich extend bureaucracy 

w
ithin m

ultinational enterprises has an im
pact 

on em
ployee m

otivation / em
ployee satisfaction

A
nalyze if there are also cultural as w

ell as 
hierarchical differences 

D
evelop guidelines for m

ultinational enterprises 
how

 to handle bureaucracy in term
s of 

em
ployee m

otivation and / or em
ployee 

satisfaction.

O
utlook

A
fter the literature review

 proved the significance 
and relevance of the topic, the basem

ent for the 
next research steps is given. The first step is the 
detailed definition of the m

ethodological approach. 
R

esearchers and practitioners alike recognized 
that all conceptual analyses of groups, no m

atter 
how

 intellectually alluring, m
ust be tested w

ith 
procedures that m

eet the field’s scientific standards. 
(S

eligm
an, 1996) - therefore, it is im

portant to 
find the right research design and m

ethods to get 
reliable and valid results.

G
iven 

the 
current 

topic 
– 

especially 
w

ith 
the 

aspect that a com
m

on understanding of the term
 

“bureaucracy” is required - it is im
portant to include 

the real-live context into the research. therefore, 
as “C

ase studies em
phasize detailed contextual 

analysis of a lim
ited num

ber of events or conditions 
and their relationships” (S

oy, 1997), this research 
m

ethod is regarded as the m
ost suitable.

A key strength of the case study m
ethod involves 

using m
ultiple sources and techniques to gather 

the data. This is norm
ally largely done qualitative, 

but it m
ay also be quantitative. Tools to collect data 

can include surveys, interview
s, docum

entation 
review

, observation, etc. (S
oy, 1997). This w

ill be 
reflected in the m

ethodological approach.

A
s a next step the research design w

ill be defined. 
U

sing m
ethods from

 both research paradigm
s, 

the question arises w
ith w

hich approach to start. 
B

efore this can be answ
ered, it has to be analysed, 

if triangulation w
ould m

ake sense or not.

A
fter 

that 
the 

decision 
for 

adequate 
research 

m
ethods has to be m

ade. For the qualitative 

•••
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research, 
D

enzin 
&

 
Lincoln 

(2005) 
describe 

different kinds of interview
s, observations and 

group discussions. For a quantitative research 
surveys, 

correlation 
analysis 

and 
experim

ents 
can be used. (M

urray, 2003) – A
fter the decision 

is m
ade, the prim

ary research w
ill be executed as 

w
ell as the results analyzed and interpreted. 

Finally, 
guidelines 

for 
m

ultinational 
enterprises 

shall be developed to support them
 in avoiding 

bureaucracy and im
proving em

ployee m
otivation 

/ satisfaction. W
ith this m

ultinational enterprises 
should be prepared for the upcom

ing challenging 
tim

es.
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Figure 1: Looking into A
frica from

 the top of the K
ilim

anjaro

P
roject Introduction

In an environm
ent in w

hich the globalization affects 
num

erous people in a direct w
ay, in w

hich quality 
decides over rapid business and in w

hich individual 
partnerships are m

ore im
portant and long-lasting 

than narrow
-m

inded price discussions, the strategy 
for specified high quality A

ustrian E
m

broideries is 
becom

ing m
ore and m

ore im
portant. 

The m
otivation for this project is based on learning 

from
 history of m

ore than 500 years of trading 

w
ith textiles betw

een W
est A

frica and E
urope. S

till 
today, there are the sam

e factors and m
echanism

s 
used for doing business. N

ew
 things are as w

ell 
absorbed 

instantly 
and 

transform
ed 

into 
the 

existing tradition. A
lso fashion is a typical w

estern 
phenom

enon; the things w
hich are counting at the 

end in the A
frican w

orld are the traditional ones. 
Traditional clothing still is a sym

bol of status, 
reputation, w

ealth, etc.. Furtherm
ore m

oney for 
high qualitative and valuable products is and w

ill 
be available in the future. B

ut the product itself 
m

ust be developed, m
arketed and sold in a 100%

 

true-package to the custom
er and end-custom

er. 
therefore, copied, cheap, low

 quality and second-
hand textiles are only a w

ay to be “decorated” 
in the correct cultural w

ay even for people w
ith 

little m
oney. O

ne of the only existing U
S

P
s of 

E
urope is the richness of creativity. In this project, 

creativity is the m
ain driver for staying in front of 

the com
petitors in the high-end a

frican em
broidery 

m
arket.

The project objectives therefore are the exploration 
of the niche for A

ustrian E
m

broideries, to recognize 
the 

key 
factors 

of 
designing 

em
broideries 

for 
different A

frican cultures and to identify the key 
factors for trading in W

est A
frica. 

This docum
entation is done for the first tim

e 
and is financed by the country Vorarlberg and 
the 

“Vorarlberger 
S

tickereiw
irtschaft”. 

The 
m

ethodology is divided into three levels: Yesterday 
– Today – Tom

orrow
. The “Yesterday” part is 

developed 
based 

on 
existing 

literature 
in 

the 
fields of ethnography, cultural aspects, religion, 
art, strategy and m

arketing. This is follow
ed by 

the “Today” part, w
hich is a concentration on the 

actual situation in Vorarlberg/E
urope and A

frica 
done 

in 
a 

qualitative 
w

ay 
(e.g. 

observation, 
interview

s, and photo docum
entation) directly in 

W
est A

frica. Finally, the “Tom
orrow

” part consists 
of the com

bination of specific challenges for the 
A

ustrian 
E

m
broideries 

in 
W

est A
frica 

as 
w

ell 
as international best practices w

hich lead to a 
positioning 

for 
the A

ustrian 
E

m
broideries 

and 
thereof im

portant project propositions. 

This project can contribute to new
 know

ledge 
by developing a research m

odel in the future 
for specific high-end products. the conclusions 
derived from

 this m
odel could be the recognizing 

of the im
portance of the eye-level, the aw

areness 
of the custom

ers´ background in nation, religion, 
tradition, and the usage of the custom

ers language 
to m

arket the niche of the product successfully w
ith 

different m
arketing activities. 

P
art 1 Yesterday

H
istory

Looking at the history of A
frica and E

urope, the 
first know

ledge about key textiles factors in W
est 

A
frica 

could 
be 

found 
because 

the 
„societies 

throughout sub-S
aharan a

frica have preserved 

know
ledge about the past through verbal, visual, 

and w
ritten art form

s. O
ften, the responsibility of 

recording historical inform
ation w

as consigned to 
professional historians, trusted individuals w

hose 
superior w

isdom
 and training equipped them

 to 
rem

em
ber and interpret vast stores of inform

ation 
for the benefit of the com

m
unity. In centralized 

states 
and 

chiefdom
s, 

historians 
w

ere 
often 

religious or political advisors w
ho regulated royal 

pow
er, supporting or checking it as necessary” 

(B
ortolot 2003). Turning the light m

ore into the 
direction of W

est A
frica, these part of A

frica „first 
com

es clearly into the light of history in the 8th 
century of the C

hristian era. W
riting in a

d
 773-

4, shortly after the first M
uslim

 conquest of N
orth 

a
frica, the a

rabic author al-Fazari m
entioned that 

across the S
ahara from

 M
orocco lay a country 

called G
hana, „the land of gold“ (Fage 1969, p. 

1).

Trade &
 M

arkets
Trading w

as alw
ays done betw

een the different 
societies, even before the E

uropean conquests. 
The trade through the S

ahara played therefore 
a 

m
ajor 

role 
not 

only 
for 

trading 
goods 

also 
for spreading religion. “The w

estern S
udan is 

crisscrossed w
ith trade routes linking this interior 

region of W
est A

frica to the A
tlantic coast and 

ultim
ately to cities across the S

ahara. The w
estern 

S
udan is the first area of sub-S

aharan a
frica to 

be reached by M
uslim

 traders, and the influx of 
w

ealth, goods, and cultural and religious influences 
contributes 

to 
the 

dynam
ic 

artistic 
production. 

N
ok, in the eastern part of the region, is one of 

the earliest A
frican centres of ironw

orking and 
terracotta figure production. jenne-jeno, populated 
as early as 250 B

C
, is the oldest know

n city of 
sub-S

aharan a
frica (...) S

everal other significant 
political and com

m
ercial centres em

erged during 
this period, including Tim

buktu, an im
portant site 

of Islam
ic religion and scholarship as w

ell as 
trade” (M

etropolitan M
useum

 of A
rt 2001). „S

om
e 

m
easure of trans-S

aharan trade is probably as 
old as the S

ahara, docum
entary evidence is only 

available in the w
ritings of Islam

ic w
riters from

 the 
8th century a

d
 onw

ards” (P
icton 1995, p. 20). a

s 
G

illow
 (2003, p. 19) states „from

 the 11th century 
on, Islam

 w
as adopted via m

erchants from
 the 

caravan routes from
 N

orth A
frica, often for the 

practical reason that it m
ade trade easier if both 

parties conform
ed to the sam

e m
oral, religious 

and ethical code”.
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C
onnected w

ith the trading routes through the 
continent are m

any m
arkets, from

 sm
all to big 

sizes, w
hich grew

 in the countries. „M
arkets w

ere 
ubiquitous in W

est A
frica (…

) The m
arkets served 

as local exchange points or nodes, and trade w
as 

the vascular system
 unifying all of W

est A
frica, 

m
oving products to and from

 local m
arkets, larger 

m
arket centres, and still larger centres (…

) N
othing 

m
uch is know

n, how
ever, about the early m

arkets 
in this region until they appeared full-blow

n w
ith the 

m
anilla currencies during the height of the slave 

trade” (D
iké in S

kinner 1973, p. 215). A
ccording to 

N
adel (in S

kinner 1973, p. 215) there is know
ledge 

available that “N
upe traders brought goods from

 
K

ano and points north to O
nitsha in exchange for 

such forest products as palm
 oil”. 

Yoruba &
 H

ausa
Trading and m

arket life is part of the A
frican 

m
entality. E

specially tw
o people are relevant for 

the A
ustrian em

broidery m
arket today. These are 

Yoruba and H
ausa people, rooted from

 N
igeria. 

„Yoruba is a w
ord that identifies a language spoken 

by m
illions of people; and it also identifies a history, 

an inheritance of tradition and social practice, and 
a contem

porary sense of cultural identity” (P
icton 

1995, p. 14). Furtherm
ore, “the term

 “yoruba” 
originated during the 19th century, applied not 
by the Yoruba them

selves but by outsiders to 
describe a series of city-states w

here variations 
of the sam

e language w
ere spoken. N

evertheless, 
a sense of identity cam

e in other w
ays, notably 

through analogous political and social institutions, 
through the existence of a central language, and 
through the sharing of com

m
on religious beliefs” 

(july 1974, p. 136). 

B
eside the huge Yoruba com

m
unity, the H

ausa are 
playing an essential role in the A

frican trade. “The 
introduction of the H

ausa to international trade 
had quite rem

arkable results. Their new
 access to 

m
arkets stim

ulated a great developm
ent of their 

agriculture, and industries like w
eaving, leather 

m
anufacture, and m

etal w
orking. B

y the 17th 
century at least, H

ausa m
erchants w

ere developing 

trade routes of their ow
n to the south and south w

est 
w

hich, in the region of m
odern G

hana, com
peted 

effectively w
ith those developed by the M

ande” 
(Fage 1969, p. 34). Fage additionally explained, 
that “in the first place, although the H

ausa are 
today certainly regarded as a W

est A
frican N

egro 
people, the H

ausa language is not a W
est A

frican 
N

egro language; it unquestionably belongs to the 
“H

am
itic” fam

ily of languages” (1969, p. 31). 

E
uropean conquests

The first E
uropean people w

ho conquered A
frica 

w
ere the P

ortuguese. „The P
ortuguese traded 

along 
the 

coast 
for 

ivory, 
gold, 

spices, 
cloth, 

and slaves. They established coastal forts and 
m

issions, as w
ell as sugar plantations and a cloth-

dyeing 
centre 

(using A
frican 

dyeing 
m

ethods) 
on 

offshore 
islands. 

There 
w

ere 
som

e 
inland 

penetrations“ (e
tienne 1997, p. 518). they “cam

e 
around the coast of W

est A
frica in the latter half of 

the 15th century, and in S
ierra Leone, B

enin and 
K

ongo they purchased and com
m

issioned ivory 
sculptures, the first A

frican art w
orks know

n to 
have entered e

uropean collections. in 1485 they 
visited B

enin C
ity soon establishing a m

onopoly 
of trade that lasted until the 1530s” (P

icton 2000, 
p. 51).

“D
ue 

to 
several 

technological 
and 

cultural 
advantages, 

P
ortugal 

dom
inated 

w
orld 

trade 
for nearly 200 years, from

 the 15th to the 16th 
centuries. W

hile, in the 15th century, the rest of 
E

urope 
w

as 
decim

ated 
by 

the 
B

lack 
P

lague, 
P

ortugal w
as protected by its physical isolation. 

A
dditionally, P

ortugal had an unusually strong 
national identity, due to its natural geographic 
borders, allow

ing the pooling of the considerable 
econom

ic 
resources 

necessary 
to 

fund 
these 

am
bitious 

explorations. 
P

ortugal’s 
extended 

contact w
ith Islam

, and therefore w
ith its superior 

m
athem

atical know
ledge and sailing technologies, 

including sail shapes, hull designs, and m
aritim

e 
w

eaponry, resulted in a P
ortuguese fleet capable 

of negotiating the high A
tlantic seas” (R

oss 2002).

Figure 2: C
aptures of Portugal

A
fter the first successes in A

frica, the P
ortuguese 

w
ere im

itated by S
pain, France, U

nited K
ingdom

, 
G

erm
any, Italy and H

olland. B
etw

een 1550 and 
1900 the exploitation of A

frica w
as ongoing, not 

only w
ith gold, silver, sugar, ivory, also w

ith m
en. 

The fundam
ent for the so called colonialisation 

“w
as based on the idea that A

fricans w
ere unable 

to rule them
selves (…

) The system
 w

orks in tw
o 

w
ays: it m

ade m
oney from

 A
frican labour, and it 

reduced A
fricans to the position of perm

anent 
servants” (d

avidson 1965, p. 96-97). in detail, this 
m

eans that “the principal incentive to colonisation 
in all ages has been the acquisition of w

ealth, 
and that w

ealth, as a rule, has only at first been 
obtainable by the opening out of trade channels 
previously barred. O

ccasionally the founding of 
a colony resulted from

 other m
otives: the desire 

to enjoy freedom
 of thought and in the exercise 

of religious observance” (r
oot 1901, p. 40). a

nd 

“because of scientific advances, the industries 
of E

urope needed m
ore raw

 m
aterials than ever 

before” (D
avidson 1965, p. 92). 

Textiles
Textiles w

ere alw
ays included in the A

frican trade 
m

echanism
 . “The earliest evidence for w

oven 
textiles in W

est A
frica is provided by fragm

ents 
of 

bast-fibre 
cloth 

in 
9th 

century 
igbo-u

kw
u” 

(P
icton 2000, p. 49). in addition, „cotton in G

hana 
w

as already cultivated before the arrival of the 
E

uropeans in the 13th century. In the A
shanti 

kingdom
, the art of cotton w

eaving w
as brought 

to perfection w
ith K

ente products, colourful w
oven 

strips that are put together to one piece of cloth“ 
(H

oefter 2001, p. 154). 
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Figure 3: K
ente cloth

Figure 4: W
eaving m

ill in M
anchester ca. 1850 (Vignali 2009)

B
efore the arriving of the E

uropeans textiles cam
e 

from
 various A

frican regions and from
 the A

rabian 
P

eninsula. A
fterw

ards a tight w
as m

ade betw
een 

A
frica and E

urope concerning textiles and cloth 
w

hich still ongoing. „Interest in im
ported textiles 

dates back to early W
est A

frican em
pires w

hich 
encouraged trade w

ith foreign m
arkets long before 

the e
uropeans arrived on the coast. in the pre-

colonial era, trade routes from
 the M

editerranean 
ports of A

frica extended across the S
ahara and 

through the rain forest to the W
est coast. Fabrics 

w
ere transported on the backs of donkeys and 

cam
els, on the heads of porters, and in the holds 

of riverboats” (G
erlich 2004, p. 13). “the influx of 

E
uropean traders to this area from

 the 16th century 
onw

ard increased this trade of cloth item
s; thus, 

the netw
ork of trade in cloth w

as indeed a w
ide and 

com
plex one. The ljebu people of the S

outheast 
Yoruba kingdom

, referred to as the “Jaboo” in 
the early literature, appear to have been at the 
forefront in the distribution of cloth. C

loth of their 
ow

n m
anufacture and from

 elsew
here in Yoruba 

land, w
as easily carried by the ljebu to other parts 

of the delta by w
ay of the netw

ork of creeks. B
y 

the 17th century, ljebus w
ere largely responsible 

for supplying cloths to the B
enin area as far as 

A
rbo on the Low

er N
iger; this flow

 of cloth trading 
continued for 300 years into the present century. 
ltsekiri elder’s recall, in their youth, seeing ljebu 
cloth sellers approaching their village by boat, 
selling Yoruba cloths. Indeed, by the 19th century, 
an extensive and varied production of cloth existed 
am

ong the Yoruba, w
ith the areas of concentration 

being 
ilorin, 

iseyin, 
a

beokuta 
and 

ijebu-O
de” 

(P
erani/A

ronson 1979, p. 11).

E
specially 

w
ith 

cotton 
textiles, 

the 
history 

of 
trading betw

een A
frica and E

urope is observable. 
„indian 

hand-painted 
cottons 

cam
e 

to 
e

urope 
in the late 16th and early 17th centuries, along 
w

ith 
other 

cargoes 
such 

as 
spices, 

perfum
es 

and em
broideries” (S

torey 1974, p. 20). „From
 

1720 to 1750 a trade struggle took place betw
een 

the exporters of Indian prints and the dealers in 
M

anchester 
cloth. A

t 
first 

M
anchester 

printers 
provided coarse linen cloth in dull colours, but 
these did not satisfy A

fricans w
ho preferred the 

lighter all-cotton india prints in bright colours. the 
M

anchester cloth, therefore, w
as m

odified to suit 
the A

frican taste, and by 1750 it had acquired a 
quality com

parable to that of the Indian textiles” 
(N

ielsen in G
erlich 2004, p. 18). „B

y the 1870s, 
E

uropean 
m

anufacturers 
w

ere 
w

ell 
aw

are 
of 

regional 
preferences 

(…
) 

to 
w

hich 
they 

paid 
careful attention. A

s the Tim
es of London reported: 

M
any people believe that the A

frican is a person of 
very sim

ple tastes w
ho is ready to accept all sorts 

of second quality goods and clearing lines, and 
crude designs and garish colours, w

hich the m
ore 

fashionable nations reject. This is far from
 the 

truth. It has been the life´s w
ork of m

any m
erchant 

converters in M
anchester to produce speciality 

A
frican prints for the people, m

en and w
om

en, “on 
the C

oast”” (S
teiner 1985, p. 92).

C
loth in W

est A
frica 

B
ody 

In A
frica the decoration of the body has a different 

status than in the W
estern w

orld societies. „A
part 

from
 the use of clothes for decoration of the body, 

the 
body 

w
as 

equally 
adorned 

w
ith 

painting, 
tattooing or by the w

ise use of jew
ellery” (K

alu 
2007). In m

ore detail, this circum
stance leads 

to “dress, as B
arnes and E

icher define it, is a 
com

prehensive term
 for direct body changes such 

as tattoos and hairstyles, and item
s added to the 

body such as clothing and jew
ellery. A

m
ong the 

Yoruba, clothing and its accessories constitute 
m

ost 
im

portant 
form

 
of 

aesthetic 
expression. 

D
ress did not m

erely cover the body, it indicated 
one’s gender, character, w

ealth, and status, and 
it determ

ined and negotiated social relationships: 
Yoruba 

popular 
thought 

often 
expressed 

the 
relationship betw

een dress and social interaction, 
as in saying “irj ni si ni isonilojo” - one’s appearance 
determ

ines the degree of respect one receives” 
(B

yfield 2004, p. 32). For this project, “clothing 
and other treatm

ents of the body surface are 
prim

ary 
sym

bols 
in 

the 
perform

ances 
through 

w
hich m

odernity - and therefore history - have 
been 

conceived, 
constructed, 

and 
challenged 

in A
frica” (H

endrickson 1996, p. 13). E
specially, 

“cultures are a key aspect of A
frican designer’s 

practice, either as m
arkers of personal identity or 

as sym
bols of the past against w

hich to m
easure 

their innovations” (r
ovine 2004, p. 190). 

N
ot only in these days, the “im

age-centered notion 
of bodily styles is im

portant, because the im
ages 

that surround us in the print and electronic m
edia 

certainly do influence our notion of “proper” body 
presentation” (B

astian 1996, p. 97).
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Figure 5: W
est A

frican Lifestyle m
agazines

S
tatus

Very com
m

on in W
est A

frica is that, “w
hen people 

see you (w
earing A

frican fabric), they appreciate 
you are of a certain class” (O

rla 2006). This m
eans 

that cloth and textiles are a status sym
bol. „W

hat 
one 

w
ears 

is 
an 

indication 
of 

socioeconom
ic 

status, age, education, and m
arital status“ (S

alm
/

Falola 2002 in G
erlich 2004, p. 2). „W

hen a cloth 
is m

anufactured by a m
em

ber of a different society 
expressly for use by a m

em
ber of a different 

society, then the textile ought to be interpreted as 
a visual sym

bol of representing a delicate stylistic 
and 

functional 
balance 

struck 
at 

a 
particular 

historical m
om

ent betw
een tw

o cultures in contact 
(S

teiner 1985, p. 104). in this case, cloths as status 
sym

bol alw
ays include art. “The arts of a people 

offer an illum
inating view

 of its culture, and hence 
of its thought processes, attitudes, beliefs, and 

values. The art of a particular culture can reveal 
ever-changing hum

an im
ages and attitudes. S

o 
aw

areness of a people’s indigenous art, visual and 
cultural sym

bols can becom
e an im

portant m
edium

 
for cross-cultural understanding. just as w

ritten 
docum

ents [that utilize phonographs] m
aterialize 

history in literate com
m

unities, (…
) so in traditional 

societies, art form
s m

ake the intangible past m
ore 

real” (K
ojo 2001, p. 10).

In these days, tradition and fashion are intertw
ined 

in A
frica. “D

ress and fashion have been centrally 
im

plicated 
in 

the 
forging 

of 
a 

distinct A
frican 

m
odernity, through slavery and freedom

, colonialism
 

and conversion, ethnicity and nation, gender and 
generation, hybridity and cosm

opolitanism
, state-

building and state authority, subject hood and 
citizenship” (a

llm
an 2004, p. 5). 

Figure 6: A
frican society (Entertainer 2008, p. 10)

Figure 7: Tailors in K
um

asi, G
hana

Tradition
S

peaking 
w

ith 
P

icton´s 
w

ords 
(2000, 

p. 
60) 

“tradition is thus by definition not a brake w
orking 

against creativity or innovation but the fram
ew

ork 
w

ithin w
hich each is possible”. In A

frica, “traditional 
clothing hardly expresses individual personality as 
it indicates group m

em
bership and is tim

eless. S
o, 

it separates social classes and regional groups. 
The 

costum
es 

sym
bolize 

a 
com

m
unity 

and 
constancy” (K

alu 2007). „A tradition, therefore, is a 

cybernetic hierarchy of conceptual and institutional 
com

m
itm

ents, and thus an essentially historical 
phenom

enon, 
not 

so 
m

uch 
a 

continuously 
com

m
unicated body of lore as an ongoing social 

practice that relies on, produces, and m
odifies 

the know
ledge that it needs” (M

acG
affey in P

icton 
2000, p. 20). 

Furtherm
ore, it is “no longer acceptable as a 

representation 
of 

social 
practice 

to 
contrast 

the 
‘traditional’ 

w
ith 

the 
‘con-tem

porary’. 
the 
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reality is that traditions entail histories, w
hereas 

traditionality closes off the recognition thereof; and 
that in art as in politics, religion, and so forth, all 
m

anner of traditions are contem
porary w

ith each 
other, coexisting, often m

utually reflexive, each 
w

ith its particular tem
poral status and functional 

locus” (P
icton 1995, p. 11). “C

lothing, is a highly 
visible m

arker of cultural identity and provides one 
illustration of this conception of tradition” (R

ovine 
2004, p. 192). „W

hether w
e convince cloth as 

sym
bol or as m

etaphor, w
hat is im

portant to keep 
in m

ind is the notion that cloth, w
hatever else it 

m
ay be, is a docum

ent w
hich records, w

hen 
considered in its proper social setting or cultural 
context, the historical, ethnographic, and aesthetic 
qualities of an individual, group of individuals, or 
nation as a w

hole“ (S
teiner 1985, p. 103). „the 

A
frican is a person of sophisticated tastes, not 

ready to accept any kind of inferior fabric, crude 
design or garish colour. W

hereas the E
ast and 

S
outh a

fricans tended to accept the W
estern-style 

clothing 
originally 

introduced 
by 

m
issionaries, 

the W
est A

frican held to m
ore traditional styles” 

(G
erlich 2004, p. 26). 

Fashion
W

hat is fashion? W
hat is fashion in A

frica? „Its 
m

any m
anifestations include the elite, high fashion 

garm
ents show

n on P
aris runw

ays as w
ell as the 

m
ass-produced clothing that follow

s high fashion 
trends or that em

erges from
 the streets. B

oth at 
“high” and “low

” ends of the m
arket, fashion is 

distinguished by the creative use of clothing to 
produce styles that differ from

 available precedents, 
w

hether subtly or radically. B
ecause recognition of 

sartorial innovation requires fam
iliarity w

ith those 
precedents, fashion is particularly difficult to define 
in a global context. N

on-W
estern dress practices 

have long been referred to as attire, clothing, 
costum

e, and garb, w
hile the term

 fashion has 
been closely associated w

ith m
odern W

estern 
cultures” (R

ovine 2005, p. 130).

B
esides the traditional roots, “fashion is closer to 

personal identity than other m
aterial objects. It 

reveals significant social change at several levels, 
and subtle links betw

een changes in individual and 
historical processes, especially regard to gender 
ideologies” 

(a
llm

an 
2004, 

p. 
5). 

Furtherm
ore, 

“Fashion cannot be separated from
 our daily lives; 

even those w
ho refuse to follow

 fashion, it is argued, 
do so in order not to partake in trends” (K

alu 2007). 

S
o, also “im

ported cloths have been an im
portant 

source of inspiration (...) foreign pictorial elem
ents 

including the w
ritten w

ord, have invaded both 
the dyeing and the w

eaving industries” (P
erani/

A
ronson 

1979, 
p. 

11). A
ccordingly 

to 
R

ovine 
(2004, p. 190) “the garm

ents that have em
erged 

out 
of 

A
frica’s 

engagem
ent 

w
ith 

fashion 
are 

extraordinarily varied, reflecting the m
any A

frica’s 
that exist both in reality and in the im

aginations 
of designers”. „The m

anner in w
hich fabrics are 

com
bined in garm

ent design and construction 
is a very im

portant consideration for consum
er 

satisfaction. in addition to a w
ell-selected fabric, 

a garm
ent m

ust have proper cutting and good 
sew

ing if it is to be satisfactory in use” (A
m

erican 
H

om
e E

conom
ics A

ssociation 1966, p. 9). 

C
loth types

In W
est A

frica tw
o types of cloth dom

inate the 
picture of the daily life: the B

oubou (also called 
agbada 

or 
riga) 

and 
the 

P
agne 

(also 
called 

w
rapper). A

ustrian em
broideries are used m

ainly 
for these types of cloth beside the fashion dresses 
and accessories. 

In N
igeria the B

oubou got fam
ous due to political 

activities. This type of cloth is still w
idely spread all 

over W
est A

frica today. “B
y the tim

e of the 1970s 
S

econd R
epublic, their generational style settled 

on the agbada - m
odifying it to suit the general 

expansiveness of that era by bringing in new
, 

rich fabrics, fabulous em
broideries, and adding 

extensive accessories” (B
astian 1996, p. 113). 

A
dditionally, B

astian (1996, p. 110) m
entioned 

that “young w
om

en w
ere also using the agbada to 

establish som
e connection betw

een their persons 
and the ethnically, regionally, and religiously based 
politics of the w

ider N
igerian context”. O

verall, 
it can be said, that the practice of dressing in a 
B

oubou is associated w
ith pow

er and high life. 

“in 
pre-colonial 

N
orthern 

N
igeria, 

political 
leaders 

w
ore 

large, 
costly 

em
broidered 

robes 
to com

m
unicate the quality of girm

a, bigness or 
grandeur, to their follow

ers, w
hose loyalty and 

standing w
ere enhanced through gifts of robes of 

varying degrees of quality and size” (r
enne 2004, 

p. 
137). 

“E
xpensive, 

elaborately 
em

broidered 
robes w

ere m
ade w

ith costly m
aterials used by 

the political elite to distinguish them
selves” (ibid, 

p. 127). 

Figure 8: Em
broidery poster published by K

robia Services
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Figure 9: B
oubou for m

en (D
upsies 2008a)

Figure 10: Pagne (D
upsies 2008b)

In the W
est A

frican em
broidery m

arket, the w
ord 

lace is also used for describing em
broidery. “Lace 

has been defined in m
any w

ays, and authorities 
differ about w

hat really constitutes lace. S
pecific 

characteristics are associated w
ith specific laces” 

(joseph 1975, p. 251). “lace is an open-w
ork 

cloth w
ith a design form

ed by a netw
ork of threads 

m
ade by hand or on special lace m

achinery, w
ith 

bobbins, needles, or hooks” (ibid, p. 386-387). 
“Lace is a fabric created by looping, interlacing, 
braiding, 

or 
tw

isting 
threads. 

It 
is 

used 
for 

tablecloths, curtains, handkerchiefs, dresses, and 
underw

ear. Lace consists of tw
o elem

ents: first, the 
pattern, flow

er, or group, w
hich form

s the clow
er-

w
orked and m

ore solid portions, and second the 

ground or filling, w
hich serves to hold the pattern 

together. The tw
o m

ain types of laces are “real”, 
or handm

ade, and m
achine m

ade. Linen thread is 
usually used for real lace, but cotton, rayon, nylon, 
or silk m

ay be used for m
achine lace” (W

ingate/
M

ohler 1984, p. 523). “lace is truly the aristocrat 
of textile fabrics. N

o other m
aterial is so difficult to 

m
ake yet so delicate, requires so m

uch proficiency 
in m

anufacturing, or is so dem
anding or creative 

ability. E
verything about lace is different. It is a 

product of yarn tw
isting, and the m

achinery for 
lace 

m
aking 

is 
am

ong 
the 

m
ost 

com
plicated 

know
n” (Joseph 1975, p. 251). “There are m

any 
different kinds of m

achine-m
ade laces used for all-

over garm
ent designs, insertions, flouncing, and 

The pagne, as one of the dom
inating types of 

cloth in W
est A

frica, is m
ostly w

orn by w
om

en. 
The pagne itself differs according to the w

earers 
status, personality and creativity. “In the case of 
w

ealthy w
om

en’s richest finery, the latter m
ight 

consist 
of 

a 
“lace” 

(broderie 
anglaise) 

blouse 
and tw

o bottom
 w

rappers m
ade of “george” (an 

expensive, em
broidered and/ or printed cloth from

 
S

outh India) (…
) blouse and w

rapper tended to 
em

phasize the body’s m
idsection w

ith its low
-cut 

bodice 
and 

purposeful 
thickness 

betw
een 

the 
w

aist and hip” (B
astian 1996, p. 106). 

A
ustrian E

m
broideries in W

est A
frica

To be able to understand the textile context of this 
project, a definition for em

broidery is im
portant. 

P
russin (2006, p. 341) defines em

broidery in the 
follow

ing w
ay: “like the w

ritten w
ord, em

broidery 
is a system

 of visual com
m

unication, and it could 
be considered a logical extension of script, just 
as w

eaving is associated w
ith “the w

ord” in W
est 

A
frican m

ythology and lore”. O
ther researchers 

expand 
the 

definition, 
that 

“em
broidery 

is 
ornam

ental needlew
ork done on the fabric itself“ 

(W
ingate/M

ohler 1984, p. 522) and “em
broidery, 

the application of yarn, thread, or floss is a very 
old m

ethod of decorating fabric” (Joseph 1975, p. 
339).
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beadings. Their distinctive feature is their bobbin 
construction of knotted, tw

isted, or looped yarns, 
varying from

 very sim
ple and fine constructions 

to very coarse and com
plicated constructions” 

(A
m

erican H
om

e E
conom

ics A
ssociation 1966, p. 

67).

N
ow

adays, “m
ost of the em

broidered fabrics on 
consum

er m
arket are produced by m

achines, m
uch 

like those used in m
aking lace, w

hich duplicate 
the fine stitches in one or several colours. In fact, 
em

broidery techniques can also be adapted to 
lace m

aking” (Joseph 1975, p. 339). The m
ain 

used m
achine is the so called “S

chiffli” m
achine. 

“This m
achine can em

broider alm
ost any design 

on either w
oven cloth or net (…

) It is equipped w
ith 

boat-shaped shuttles (schiffli m
eans “little boat”) 

and needles, and it operates som
ew

hat like a 
sew

ing m
achine” (W

ingate/M
ohler 1984, p. 522).

The 
history 

of 
em

broideries 
in 

A
frica 

is 
old. 

„C
onversion to Islam

 or C
hristianity had a profound 

effect on the clothing of sub-S
aharan a

frica. the 
M

uslim
 faith has strict requirem

ents of m
odest 

for m
en and, especially, w

om
en (…

) M
en w

ho 
converted to the Islam

ic faith w
ere often rich traders 

of political leaders w
ithin their ow

n societies, and 
they in turn inspired im

itation by others w
ho m

ay 
have not w

ished to adhere to the new
 religion, but 

w
ho w

anted to be associated w
ith its prestige” 

(G
illow

 2003, p. 11). “The earliest em
broidery in 

H
ausa land m

ust have been im
ported but by the 

15th century there w
ould be very probably have 

been som
e local em

broiderers in the larger tow
ns 

and cities such as K
ano (…

) N
ot only m

usic 
and dancing but also clothing w

ould for a tim
e 

has been affected so that the m
ore elaborate 

em
broidered em

bellishm
ent of H

ausa dress m
ay 

be 
a 

com
paratively 

recent 
developm

ent. 
This 

style of em
broidery perhaps developed from

 tw
o 

distinct sources of inspiration. O
ne is interlacing 

form
s, 

w
hich 

H
eathcote 

considers 
O

riental 
in 

character, w
hile the other is com

posed of angular 
and 

spiral 
shapes 

w
hich 

he 
considers 

m
ore 

indigenous because they are m
ore like the kinds 

of em
bellishm

ent found on H
ausa pottery, w

ooden 
food bow

ls, body decoration and basketry” (P
icton/

M
ack 1989, p. 189). “a

nother style of em
broidery 

found in H
ausa land is the elaborate floral and 

interlacing 
patterns 

used 
on 

hooded 
cloaks. 

O
n the m

ost luxurious exam
ples gold- or silver-

w
rapped thread is used, together w

ith sequins in 
a style w

hich is quite unlike anything described 
above. It probably derives from

 N
orth A

frican or 
M

iddle E
astern w

ork of O
ttom

an period. This kind 
of w

ork is now
 being done by local craftsm

en 
although m

any of these cloaks m
ay have been 

im
ported from

 A
rabia or N

orth A
frica” (ibid, p. 

192). A
s 

a 
consequence, 

„an 
elaborate 

trade 
netw

ork developed, w
ith both N

upe and Yoruba 
w

eavers and em
broiderers, along w

ith specialist 
tailors, cloth beaters, and dyers, serving the m

ain 
em

irates. C
entres of excellence in em

broidery 
grew

 up in B
ida, K

ano, K
atsina, D

ikw
a, D

aura and 
Ilorin (and continue to this day)“ (W

eate 2005, p. 
2).

B
ased on the evidence of the Yoruba and H

ausa 
cloth trade, “w

e can only speculate the extent to 
w

hich Yoruba cloth design spread to other areas. 
B

oser, in this case, is referring to the spread of 
technology or the basic know

-how
 of w

eaving 
cloth; such an occurrence could only take place via 
displacem

ent and interm
ingling of people. Through 

the trade of cloth, a different type of diffusion also 
occurred - the transm

ission of surface decoration” 
(P

erani/a
ronson 1979, p. 8). “in the 1970s, the 

governm
ents of N

igeria and Zaire banned citizens 
from

 im
porting, buying, or w

earing W
estern styles 

of dress. The ban w
as intended to instil national 

pride, but also to bolster the national econom
y by 

supporting local industries and blocking the outflow
 

of m
oney to E

urope and India for the purchase of 
clothing and textiles” (a

kou 2004, p. 51). “r
um

ours 
w

ere circulating w
ildly relating to entrepreneurial 

involvem
ent in sm

uggling other banned im
port 

goods. The consum
ption of luxurious brocade 

fabrics, the use of a (m
ale) designer from

 the sam
e 

social stratum
 as his patrons, and the w

earing of 
gold chains and extensive w

ristw
atches all pointed 

to a dangerous and unrestrained accum
ulation of 

young m
en’s w

ealth” (B
astian 1996, p. 120).

Figure 11: H
igh-end A

ustrian em
broideries (A

lboe 2009)

P
art 2 Today

B
ased on the historical fundam

ents of tradition, 
culture, trade and fashion, the follow

ing chapter is 
focusing on the actual business of a

ustrian high-
end em

broideries.

A
ustria

In the w
estern part of A

ustria, directly on the boarder 
to S

w
itzerland, a highly specialised textile industry 

developed in the last 250 years in Vorarlberg. The 
first docum

entation for the em
broidery technique in 

this region is m
ade in 1751 w

hen S
w

iss m
erchants 

w
ent to Lyon to search for business innovations. 

They cam
e hom

e to S
t. G

allen in S
w

itzerland (25 
km

 aw
ay from

 Vorarlberg) w
ith a Turkish lady, w

ho 
then presented how

 to em
broider by hand (cf. 

G
erter 1981). From

 this m
om

ent, em
broideries 

w
ere produced nearly everyw

here around this 
area, in S

w
itzerland and A

ustria. The em
broidery 

business 
w

as 
a 

needed 
sideline 

besides 
the 

farm
ing. To em

broider w
as and m

ainly still is a 
fam

ily business. It w
as done at hom

e by young and 
old, w

om
en, m

en and children, day and night. 

In the first phase, the “Vorarlberger” produced 
em

broideries 
only 

orders 
from

 
S

w
iss 

export 
com

panies. A
t 

this 
tim

e, 
the 

S
w

iss 
exporters 

exported to France, U
nited K

ingdom
, Italy, etc. W

ith 
the successfully running em

broidery business, the 
people in the region could im

prove their w
ealth. In 

the m
eantim

e, the em
broidery technique developed 

from
 

pure 
handcraft 

to 
a 

m
achine 

supported 
industry. W

ith the “S
chiffli” m

achine the industry 
changed m

ainly to fabric w
ork beside the already 

existing hom
e w

ork. The m
achine producers are 

still situated in the region of S
t. G

allen. 
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Figure 12: Schiffli m
achine around 1910 (W

K
V 2009b)

Figure 13: N
igerian bride train (O

vation 2008, p. 45)

Figure 14: M
ap Lustenau – St. G

allen (G
oogle m

aps 2009)

Table 1: N
um

bers of Schiffli m
achines (W

ikipedia 2009)

In 
the 

beginning 
of 

the 
19th 

century, 
the 

em
broidery business in Vorarlberg lived from

 pure 
business orders for S

w
iss exporters but w

ere also 
establishing ow

n export houses. M
ost em

broidery 
producers 

are 
located 

around 
the 

village 
of 

Lustenau. A
s a consequence, the region has tw

o 
em

broidery centres, one in S
t. G

allen, S
w

itzerland 
and one in Lustenau, A

ustria. This concentration 
of 

em
broidery 

activities 
directed 

to 
constant 

com
parisons 

of 
designs, 

products, 
distribution 

channels, innovations and techniques. 

N
ow

adays, the constant com
petition in the region 

is the fundam
ent for the industry, w

here quality 
of an em

broidery product is seen as “a m
atter of 

fabric character, in term
s of its w

eight, its fibre 
content and how

 w
ell it is m

ade; its w
ear of fit; its 

perform
ance; and appearance, especially after 
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m
ultiple w

ashings” (A
gbadudu/O

gunrin 2006, p. 
99). In this specialized textile industry a split of 
quality levels happened over the tim

e. The long 
established 

traditional 
em

broidery 
com

panies 
are m

ainly part of the quality class, w
hereas the 

younger and sm
aller com

panies are part of the 
price focusing class. The price focusing class is 
in constant com

petition w
ith cheap em

broidery 
producers like com

panies in A
sia (C

hina, K
orea, 

Thailand). This leads to a m
isunderstanding of the 

real m
arket com

petition due to the exclusion of the 
top quality com

petitors and their products. 

H
istorically, the m

ain m
arket for em

broideries w
as 

E
urope. This is the reason w

hy the products, like 
lingerie, bordure, hom

e textiles, etc., of this m
arket 

are 
called 

“E
urope 

m
arket”. 

S
om

e 
exporters 

had earlier distribution houses in P
aris, London, 

Vienna, etc. The S
w

iss em
broidery industry is 

m
ainly producing for this m

arket, w
ith “H

aute 
C

outure” houses as prom
inent custom

ers. 

B
eside the “E

urope m
arket” there is a second 

m
arket in Vorarlberg, the “A

frica m
arket”. This 

m
arket w

as developed in the beginning of the 
1960s. S

ince this tim
e, the A

ustrian em
broidery 

producers are trading w
ith W

est A
frica and m

any 
personal relationships w

ith custom
ers from

 W
est 

A
frica em

erged and lead to constantly increasing 
em

broidery volum
es. A

t the beginning of the trade, 
they w

ere in steadily contact w
ith countries like 

S
enegal, C

ote d´Ivoire, G
hana, S

udan, B
enin, 

Togo and N
igeria. N

ow
adays, m

ost of the exports 
are going into N

igeria via different distribution 
w

ays. The m
ajor peak w

as at the beginning of 
the 1980s w

here everyone w
as in the em

broidery 
business. B

etw
een 1982 and 1983 the a

frican 
m

arket crashed, m
ainly due to a crisis in N

igeria. 
This brought big reorganizations to the A

ustrian 
em

broidery industry. Fortunately, in the last 15 
years an increase of exports to A

frica occurred. 

O
verall 

the 
A

frican 
m

arket 
of 

the 
A

ustrian 
em

broidery industry is focusing not only on A
frican 

people also on custom
ers of the A

frican D
iaspora. 

“The A
frican D

iaspora consists of peoples of A
frican 

origin living outside the continent, irrespective of 
their citizenship and nationality and w

ho are w
illing 

to contribute to the developm
ent of the continent 

and the building of the A
frican U

nion” (A
frican 

U
nion 2005, p. 7). The custom

ers of the A
ustrian 

em
broidery producers are at the m

om
ent m

ainly 
w

holesaler from
 N

igeria. In the m
eantim

e, beside 
the 

w
holesaler 

also 
retailers 

are 
becom

ing 
a 

bigger custom
er group. D

ue to the reason that the 
end custom

er of the A
ustrian em

broidery industry 
is part of the A

frican E
lite, the em

broideries are 
handled as status sym

bols. 

The 
A

ustrian 
em

broidery 
producers 

invested 
nearly nothing into their m

arketing because until 
now

 the business w
as a personal business. The 

m
arketing activities are m

ostly based on viral 
m

arketing issues, e.g. “w
ord-of-m

outh”. the digital 
w

orld like a hom
epage, blog, etc. is seldom

 used 
due to the anxiety of being copied. This m

arketing 
philosophy is a risk because the m

ain custom
er and 

the end custom
er are not analyzed, docum

ented 
and 

personally 
know

n. 
S

o, 
m

ain 
com

petence 
know

ledge 
about 

the 
custom

ers, 
their 

needs, 
their problem

s, etc. are not available. „A
lthough 

the clothes w
orn are traditional in shape, size and 

m
anufacture, colours can change from

 season to 
season and such non-traditional fibres’ as lurex 
can be introduced into stripw

oven cloth“ (G
illow

 
2003, p. 54). innovations still com

e from
 outside 

due 
to 

a 
m

issing 
m

arket 
and 

trend 
research 

system
. 

W
est A

frica
H

ow
 

is 
the 

situation 
for 

high-end 
a

ustrian 
em

broideries 
in 

W
est A

frica? 
B

efore 
focusing 

m
ore into this topic, a m

ain principle of living and 
w

orking together in A
frica has to be explained: 

„in com
paring e

uropean neo-traditions w
ith the 

custom
ary 

in A
frica 

the 
w

hites 
w

ere 
certainly 

com
paring unlike w

ith unlike. E
uropean invented 

traditions w
ere m

arked by their inflexibility. They 
involved sets of recorded rules and procedures 
– like m

odern coronation rites (…
) The assertion 

by w
hites that A

frican society w
as profoundly 

conservative – living w
ith age-old rules w

hich 
did not change; living w

ith an ideology based on 
the absence of change; living w

ithin a fram
ew

ork 
of clearly defined hierarchical status – w

as by 
no m

eans alw
ays intended as an indictm

ent of 
A

frican backw
ardness or reluctance to m

odernize” 
(R

anger 1997, p. 602).

Figure 15: A
ustrian em

broideries for the A
frican m

arket by H
oH

 Table 2: A
ustrian em

broidery exports in kg (Statistik A
ustria 2008)
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Figure 16: Em
broidery as status sym

bol (Entertainer 2007b, S. 8; The Entertainer 2007a, S. 46)

A
s 

m
entioned 

before, 
A

ustrian 
em

broideries 
are part of the A

frican textile m
arket since 1960. 

The reasons for the success is that “consum
ers 

have argued that although the locally produced 
finished fabrics are relatively better in term

s of 
quality, 

the 
m

arket 
for 

im
ported 

products 
has 

increased because the products have attractive 
colours, new

 designs, a softer and glossier finish” 
(Q

uartey 2006, p. 139). “In A
frica w

om
en traders 

give indigenous nam
es to the im

ported E
uropean 

factory cloths w
hich they sell in local m

arkets. The 
nam

e establishes group-specific m
eanings and 

m
etaphors w

hich transform
 a foreign com

m
odity 

into an item
 of local production” (S

teiner 1990, 
p. 60). In the case of the biggest custom

er group 
for A

ustrian em
broideries, the custom

ers from
 

N
igeria, this leads to the follow

ing statem
ent: 

“N
igerians are know

n for their taste for luxury 
fabrics 

and 
cerem

onial 
purposes 

(...) 
and 

for 
buying clothes to keep them

 cheerful in tough 
tim

es (…
) striving to alw

ays be w
ell presented; and 

purchasing new
 apparel as m

eans of m
aintaining 

m
orale and m

aking a statem
ent of confidence to 

their neighbors” (a
gbadudu/O

gunrin 2006, p. 98). 
Furtherm

ore, “given N
igeria’s huge population, 

there are basic requirem
ents of citizens for fabric 

w
hich m

ust be m
et. S

om
e of these are provision 

of uniform
s for pupils and students of various 

institutions from
 nursery, prim

ary to secondary 
level, uniform

s for professionals such as the m
ilitary, 

param
ilitary 

organizations, 
m

edical 
w

orkers, 
industrial garm

ents, corporate w
ear, under w

ear, 
t-shirts, 

baby 
dresses, 

beddings, 
sportsw

ear, 
etc. (…

) N
igerian industrialists have not m

ade 
investm

ents that w
ill ensure that local industry 

produces enough fabrics to m
eet the needs of our 

grow
ing population. In such a situation, sm

uggling 
is used to fill the gap betw

een dem
and and supply” 

(H
ajiya 2008). a

n exam
ple to understand w

hich 
dim

ensions of textiles had to be fulfilled only in 
N

igeria: “K
ano has a population of 10 M

io. and 
assum

ing that every m
em

ber of a household w
ill 

require three sets of clothing in a year and each 
set is 10 m

eters, the average annual requirem
ent 

w
ill be 30 m

eters per person. Thirty m
eters for 10 

M
io. people com

es to 300 M
io. m

eters. W
ith a 

population of 140 M
io. N

igeria w
ill need 4.4 billion 

m
eters of fabric. This m

akes sm
uggling attractive 

and profitable because the unm
et need exists” 

(H
ajiya 2008).

Figure 17: M
arket in Lagos

B
eside the textile sm

uggling into N
igeria, “m

any 
E

uropean and A
m

erican firm
s struggle to com

pete 
w

ith the C
hinese m

anufacturing m
achine” (O

rla 
2006). The range of offers increases at the m

arkets, 
and textiles w

hich w
ere unaffordable som

e tim
e 

ago are now
 available for a cheaper price and 

low
er quality. This m

arket flooding, including the 
second-hand clothes from

 e
urope and a

m
erica, 

changes the traditional distribution channels, the 
custom

er habits, the traditional clothing practices, 
etc.. For the textile com

panies the biggest problem
 

is to be copied and in the follow
ing to lose sales 

due to cheap and fake products. 

N
evertheless, the om

en for tradition in A
frica is 

good. Tradition w
ill go w

ith the tim
e and adapt to it. 

A
lso, status sym

bols in form
 of textiles/em

broideries 
w

ill be kept in the tradition. N
ow

, it is the tim
e for the 

textile and especially the em
broidery producers to 

act based on their long-lasting experiences. “O
ne 

need not to be a king, a chief, a m
em

ber of royal 
fam

ily, a statesm
en, a rich person or a V

IP to w
ear 

em
broidery” (a

sam
oah-yaw

 1994). 

P
art 3 Future

M
artin 

Leuthold, 
C

reative 
D

irector 
of 

Jacob 
S

chlaepfer in S
t. G

allen, said in an interview
: 

““there w
ill alw

ays be a place for the highest-quality 
fabrics that w

e produce”. The high end of fashion 
m

ay go elsew
here. It m

ay go by a different nam
e. It 

m
ay not be called H

aute C
outure, but rather luxury 

ready-to-w
ear. B

ut there w
ill be a place for the top 

of the top” (M
urphy 2004, S

. 8). the strategy to 
stay at the top lays in learning from

 the history, 
adapt it for today and prepare the future. In W

est 
A

frica such a strategy is com
m

unicated via a visual 
sym

bol. In this case it is the sym
bol “S

ankofa”, 
w

hich m
eans „G

o back and retrieve” and „there 
is nothing w

rong w
ith learning from

 hindsight“. It 
is derived from

 the w
ords san (return), ko (go), fa 

(look, seek and take). This sym
bolizes the A

kan´s 

quest for know
ledge w

ith the im
plication that the 

quest is based on critical exam
ination, and the 

intelligent and patient investigation (…
) The A

kans 
believe that there m

ust be a m
ovem

ent w
ith the 

tim
es but as the forw

ard m
atch proceeds, the 

gem
s m

ust be picked from
 behind and carried 

forw
ard on the m

atch. In the A
kan m

ilitary system
, 

this sym
bol signified the reargaurd, the section on 

w
hich the survival of the society and the defence 

of its heritage depended“ (k
ojo 2001, S

. 181).

In the case of the A
ustrian em

broidery industry, 
especially the producers for the A

frican m
arket, 

a strategic decision for the positioning is needed. 
If the positioning is not done, the danger to lose 
m

ore m
arket share is grow

ing day by day. Included 
in the positioning strategy is to build up a brand for 
top quality A

ustrian em
broideries. „A brand starts 

life as a statem
ent or guarantee about a single 

product. A
s the reputation of that product grow

s, 
the brand m

ay be used as a prom
ise of assurance 

in relation to products launched under the sam
e 

um
brella. The brand has also developed a third 

and m
ore subtle role, in w

hich it says som
ething 

both about the product and about its users and 
lifestyles” (The B

ritish B
rands G

roup in von S
tam

m
 

2008, p. 119).

In sum
m

ary, the purpose of this research project 
w

as 
to 

observe 
and 

develop 
key 

influencing 
factors for A

ustrian em
broideries w

hich are sold 
into 

A
frican 

m
arkets. 

The 
results 

support 
an 

underlying focus of the research project that the 
key factors of the em

broideries for the A
frican 

m
arket have an im

portant im
pact on the custom

er 
relationship. A

t a general level, this project show
es 

that there clearly could be som
e effects of personal 

characteristics on the trading relationships w
ith the 

custom
er and end-custom

er. these differences 
betw

een custom
er and end-custom

er could have 
a significant bearing on the outcom

e of satisfaction 
and personal behavior. 
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Figure 18: Sankofa – m
odern Version (A

gbo 2006; G
lover 1992)

The first phase of this research project is m
ade 

including the docum
entation. M

ain key factors 
like tradition, status sym

bols, m
etaphors, culture, 

distribution 
channels 

and 
m

arketing 
activities 

could be derived and can lead to a research m
odel 

in future. This is a contribution to new
 know

ledge 
and provides a starting point for further research. 
The key factors suggest that different im

plications 
have significant influences on the w

ay of trading 
a

ustrian high-end quality em
broideries in W

est 
A

frica.  “The textile and garm
ent industry does 

not benefit from
 research institutes in the areas 

of 
m

arketing, 
design 

or 
product 

developm
ent” 

(H
oefter 2001, p. 158).

To truly benefit from
 the A

frican relationships, it is 
im

portant for the A
ustrian em

broidery industry, that 
parallel strategies are in place to ensure continuity 
of production. N

ot that the event of an em
broidery 

producer dem
ise occurs. The quality of A

ustrian 
em

broidery 
production 

should 
in 

no 
w

ay 
be 

com
prom

ised. A
t present the region of Vorarlberg 

is the recipient of m
uch valued business in term

s 
of com

m
erce and trade w

ith custom
ers from

 W
est 

A
frica. For this relationship to continue A

ustrian 
em

broidery industry m
ust ensure that stronger 

bonds are fostered w
ith A

frican custom
ers and 

end-custom
ers and that the benefits of business 

are a w
in-w

in situation. W
ith the m

ain decision 
new

 w
ays of creativity, distribution, cooperation, 

products and innovations this can be done. This 
could be a dem

onstration of the still existing 
creativity in E

urope. Furtherm
ore, the m

arketing 
“basic 

principles 
of 

m
arketing 

still 
apply, 

but 
their applications, com

plexity, and intensity vary 
substantially“ (C

zinkota/r
onkainen, 1998, p. 5). 
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A
bstract 

In the fram
ew

ork of this developing background 
this paper tries to present theoretical aspects of 
five cultural dim

ensions of G
eert H

ofstede, w
ell 

know
n for his researches on cultural variability 

and its consequences. O
n the other hand, this 

paper presents som
e em

pirical facts about the 
cultural dim

ensions of the A
lbanian reality as an 

im
portant step tow

ard explanation of organizational 
developm

ent in specific and those econom
ic in 

general.

The objectives of m
y paper are:

1. 
To present the reason w

hy w
e m

ust to 
study the culture.

2. 
To present som

e theoretical aspects of 
m

odels of cultural dim
ensions of H

offstede.

3. 
To present  the cultural dim

ensions of the 
A

lbanian reality and to com
pare these betw

een 
tw

o or m
ore regions or countries.

The used tool is Values S
urvey M

odule 1994- 
V

S
M

 94), an questionnaire including 26 questions, 
created to com

pare the values that determ
ine 

the culture of people of tw
o or m

ore regions or 
countries.

The actual A
lbanian developm

ents are a harm
onic 

integration of lots of econom
ics, politics, social 

and cultural problem
s, in the continuous effort for 

integration, first regional and then E
uropean. N

ow
 

days som
e depreciate problem

s are becom
ing 

m
ore perceptive and m

ore indispensable to be 
studied. 

The 
social-econom

ic 
developm

ents 
incrim

inate the entrance of new
 studies and their 

deepening in the im
provem

ent service of these 
developm

ents. In function of this developm
ental 

necessity and under the steps of the w
ell-know

n 
researchers of these fields, this article tends to 
present theoretic the cultural dim

ensions from
 

H
osted, “w

ell-know
n for his w

ork in the cultural 
variability and its consequences”. 

Today w
e no as w

ell that w
e are a country not only 

localized in E
urope, because of our antic origin, 

but w
e also require to be part of this E

urope in its 
developm

ents. This require at first, to know
 our-

self, so are cultural inherit. The developm
ents show

 
that w

e aren’t only geographical part of E
urope. 

K
ey 

w
ords: 

culture 
dim

ensions, 
H

offstedes’ 
fram

ew
ork, 

cultural 
dim

ensions, 
A

lbanian 
and 

M
acedonian students

W
hy W

e M
ust S

tudy The C
ulture?

The culture is a incessant declinable term
 from

 a lot 
of sciences as: anthropology, sociology, philosophy 
and 

the 
organizational 

one. 
Its 

determ
ination 

is not seen as im
possible but diversified and in 

continuous 
evolution. 

 
Theoretical 

fram
ew

orks 
of cultural dim

ensions have been developed to 
explain 

differences, 
am

ong 
w

hich 
H

ofstede’s 
fram

ew
ork 

has 
taken 

a 
dom

inant 
position. 

H
ow

ever, these authors have hypothesized how
 

culture influences m
anagem

ent and organization 
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w
ithout testing these hypotheses. Thus, confusion 

still rem
ains, as num

erous studies are conducted 
w

ithout sound research m
ethodologies, in w

hich 
theoretical 

fram
ew

orks 
for 

explaining 
cross- 

cultural differences are either not applied, or in 
w

hich differences in attitudes are hypothesized 
to be related to theoretical fram

ew
orks of culture, 

w
ithout testing and confirm

ing that this is so.

Factors that have helped in the profile of 
A

lbanian culture

B
rief history 

A
lbania is located on the shores of the A

driatic 
and Ionian seas on the w

estern side of the B
alkan 

peninsula. The geographic location has had a 
m

ajor im
pact on the developm

ent of A
lbanian 

culture over the centuries. 

The B
alkan peninsula is used as a connecting 

bridge betw
een east and w

est, E
urope and A

sia. 
A

lbanian culture developed under the influence of 
other cultures, notably G

reek, Latin, and Turkish 
influences. 

A factor that has influenced the grow
th of A

lbanian 
culture has been the various invasions of A

lbania 
over 

the 
centuries. 

 A
lbania 

had 
been 

under 
the influence of the R

om
an em

pire for over 12 
centuries. in the 14th century, the O

ttom
an em

pire 
invaded and its influence w

as felt for over 500 
years. A

lbania declared its independence in 1912. 
Follow

ing 
this, 

tw
o 

W
orld 

w
ars 

occurred 
w

ith 
repeated invasions of the lands of A

lbania. 

A
t the end of W

orld W
ar 2, A

lbania once again 
declared its freedom

.  a
fter 1944 started a new

 
period of isolation under one of the toughest 
regim

es that turned A
lbania into a com

m
unist 

country and isolating it from
 the rest of the w

orld. 

C
haracteristic 

to 
this 

w
as 

a 
centralized 

and 
planned econom

y. The dom
inant ideology w

as 
an adapted version of com

m
unism

 w
hich is still 

reflected greatly in the national culture. 

In the beginning of the 1990s, the w
inds of change 

in E
astern E

urope overtook A
lbania and brought 

an end to the period of isolation. A new
 era started 

for A
lbanians w

hich w
as accom

panied by a period 
of confusion during this tim

e of long and hurtful 
transition. 

The period that follow
ed w

as accom
panied by 

large dem
ographic m

ovem
ents. Large m

ovem
ents 

w
ere illegal w

ith populations m
oving to neighboring 

countries. B
ut large-scale m

ovem
ents w

ere seen 
w

ith population shifts from
 the north of A

lbania 
to the southern part of the country and from

 the 
suburbs to the cities proper. 

The developm
ent of A

lbanian society from
 the 

cultural aspect during the 1990s appears very 
confused. P

olitical, legal and econom
ic changes 

during these years lead to the em
ergence of 

A
lbanians finding their place in the w

orld and to 
start building a new

 set of norm
s and values m

ore 
appropriate to the new

 conditions of their lives. 

This is a very critical m
om

ent in the life of a country 
as it transitions from

 a broken past w
ithout a hope 

for the future and so it started to adapt quickly to 
the new

 conditions. It is very interesting from
 the 

cultural perspective to follow
 the reasons for these 

changes and the processes that follow
. 

A
lbanian S

ociety 
The 

purpose 
of 

this 
section 

is 
to 

study 
the 

characteristics of the A
lbanian society culture as 

a function of the purpose of this thesis, study of 
the characteristics of the business culture and the 
changes w

ith w
hom

 this culture is headed. 

S
takeholders of the organization are m

em
bers 

of the society w
hich m

eans the culture of this 
society 

w
ill 

reflect 
in 

the 
stakeholders 

of 
the 

organizations. 

This com
eback m

ay not be physical but in term
 

of investm
ents , w

ere accom
panied w

ith attributes 
of new

 cultures w
ith w

hich A
lbanian culture w

as 
not fam

iliar. W
e w

ere going to say hybrid, w
hich 

has the attributes of the native culture and the new
 

culture, attributes gained during their living tim
e as 

em
igrants in the other countries w

here they have 
lived an active life and have assim

ilated to the new
 

culture. 

The traditional A
lbanian fam

ily is characterized 
by a strong connection betw

een the m
em

bers of 
the fam

ily. In traditional A
lbanian fam

ilies, there 
exists a hierarchy of relations betw

een the fam
ily 

m
em

bers that represents the m
anner in w

hich 
m

em
bers behave tow

ards one another. 

M
em

bers of the fam
ily are used to respect and the 

ranking and to accept distances and inequalities 
w

hich exist am
ongst m

em
bers. 

The younger m
em

bers are encouraged to express 
their opinions but are expected to listen to the 
oldest m

em
ber of the fam

ily. 

This phenom
enon broadens the boundaries by 

generalization in the education system
 w

here there 
exists a sim

ilar system
. The young are expected to 

listen, obey and respect the teacher. 

S
ince there exists an inform

al structure, society 
tends to be flexible during the change of different 
circum

stances by bringing in the highest adaptive 
capability in new

 circum
stances. 

E
quality am

ongst the C
itizens 

D
uring the 50 years of the com

m
unist regim

e, 
A

lbanian society w
as taught w

ith little difference 
existed am

ongst social classes if not to say that 
during this period different social classes did not 
exist. This m

eans that attributes of A
lbanian culture 

represent a low
 level of acceptance of social 

inequality w
hich m

eans a low
 level of distance 

from
 pow

er. 

Avoidance of uncertainty 
The troubled history of A

lbania has led A
lbanians 

to be leery of the unknow
n for long periods of 

tim
e. For centuries, A

lbanian society has tried 
to 

m
inim

ize 
insecurity 

by 
expanding 

social 
relationships betw

een fam
ilies w

ith the purpose of 
avoiding unforeseen risks and threats. C

onversely, 
50 years of isolation created life conditions full of 
unforeseen and high avoidance of uncertainty. 

C
ollective S

ociety 
The idea of the group plays a great role in the lives 
of A

lbanians. This is seen in the w
ay they arrange 

their lives. Traditional is the fact that A
lbanian 

fam
ilies have a lot of needs. S

o the youngest stay 
hom

e until they get m
arried and start their ow

n 
fam

ily. B
ut they also stay connected to the bigger 

fam
ily. 

This m
eans the fam

ily has a big influence over the 
individual. In the last decades, especially in the 
larger cities, there has been a tendency tow

ards 

individualization by changing the fam
ily m

odel to 
from

 one w
ith m

any needs to in fam
ily w

ith only 
one need. 

O
riented tow

ards R
elationships, not 

R
ules 

The typical business is a fam
ily business and 

often operates based on an inform
al agreem

ent, 
on the faith and w

ord of honor that traditionally 
it is respected by A

lbanians. This situation has 
changed w

ith the adaptation of the practices from
 

the m
odern business, contracts, legal agreem

ents, 
but the given w

ord still is considered im
portant in 

A
lbanian society. S

o, social relationships still play 
an im

portant role in the life of todays businesses . 

M
asculine S

ociety 
Traditionally roles betw

een the genders have been 
easily 

noticeable 
but 

situations 
have 

changes 
during the years of com

m
unist rule. The increase of 

the role of w
om

en in society and the im
provem

ent 
of her social status w

as one of the intentions of the 
com

m
unist regim

e. 

W
ith the fall of the com

m
unist regim

e and the 
m

ovem
ent 

to 
a 

m
arket-based 

econom
y 

m
any 

activities that w
ere classified as “non rentable” and 

w
ere closed dow

n by bring unem
ployed fem

ales 
that w

orked there. This increase in unem
ploym

ent 
am

ong A
lbanian fem

ale began in the early 1990s. 

In the follow
ing years as a result of the changes 

in social custom
s, im

provem
ent of society and the 

control of the m
ethods of birth control, A

lbanian 
fem

ales have becom
e professionally am

bitious 
and have increased their num

ber in the w
ork 

force by becom
ing ow

ners, increasing their role in 
decision m

aking, increasing their

The H
offsted C

ultural D
im

ensions M
odel  

G
eert H

offsted w
as the first one that extended 

the cultural study sphere in organizational fram
e. 

H
e has identified 5 independent dim

ensions of 
national culture. The result of this study w

as yet 
another m

odel of universal cultural dim
ensions, 

w
hich is still today considered to be the m

ost 
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com
prehensive, and its m

ethodology the m
ost 

sound. 

P
ow

er D
istance, w

hich is the extension that the 
m

em
bers less stronger of one organization and 

institutions (as fam
ily) accept and w

ait that the 
force is extended equally.

Individualism
/C

ollectivism
, w

hich is the 
m

easure of the integrity of persons in groups.    

M
asculine/Fem

inist, is referred to the disperse 
of the roles betw

een the genders at a society.

The insecurity elude, im
plicates the society 

tolerance for insecurity and equivoque.

long-term
 orientation against the short-term

 
one. the values accom

panied w
ith the long-

term
 orientation are the prudence and the 

insistence; the values accom
panied w

ith the 
short-term

 orientation are the respect for the 
tradition, the social obligation perform

ance. 

M
ethodology O

f S
tudy

The U
sed O

bservation M
odel

Type of used survey: the basic m
ethod used to 

achieve the em
piric study is the stratified

The essential m
ethod used for the em

piric studying 
realization 

is 
the 

O
bservation 

w
ith 

stratified 
selection, based on the indispensable standards 
for being respected in the representative exam

ple. 
The U

sed Instrum
ent is Values S

urvey M
odule, a 

questionnaire w
ith 26 questions, developed for the 

com
parison of the individual cultural values from

 
tw

o or m
ore countries or regions. 

It allow
s the calculation of results based on the five 

national or regional cultural dim
ensions, based on 

four questions for each dim
ension. S

o it contains 20 
questions necessary to calculate these dim

ensions. 
The other questions in the questionnaire, that are 
six, principally belong to som

e of the individual-s 
datum

 such as the questions about the gender, 
the age, education level, kind of job, the actual 
nationality and the birth nationality.

The answ
ers of the 20 questions can also be 

influenced 
from

 
other 

characteristics 
of 

the 
answ

erers as the gender, age, education level, 
the occupation, kind of job and the year w

hen has 

1.2.3.4.

studied. S
o the countries or regions com

parisons 
m

ust be as m
uch as possible be based in answ

erer 
population that agrees in all other characteristics, 
expect the nationality or region.     

the 5*4 division of the questions is not m
ade a 

priori, but because w
hen the gem

inate populations 
from

 
diverse 

countries 
have 

been 
com

pared, 
the results of the countries average in the four 
questions regarding the sam

e dim
ension usually 

varied together, so if one w
ere high, the other w

as 
high too. In statistic term

s the countries averages 
are in a deeply correlation. W

hile the countries’ 
averages results for the questions regarding the 
different dim

ensions usually don’t vary together. 
S

o the tw
enty questions form

 5 classes w
ith 

4 
questions 

each 
of 

them
. 

the 
five 

classes 
correspond to five culture dim

ensions identified by 
H

ofstede and B
ond. 

W
hen is done the com

parison of the populations not 
any m

ore from
 different nations, but w

ith different 
professions and different em

ployers, there aren’t 
found the sam

e dim
ensions. The questionnaire 

questions are chosen to com
pare the countries, so 

the questionnaire intends its using in com
parable 

levels of countries (and can also be used in local 
and regional level inside the sam

e country).

R
especting the recom

m
ended m

inim
um

 for the 
data exactness of the study, the num

ber of the 
questionnaires dispersed in both countries is 50 
(that represent the ideal custom

er answ
erers). It 

is also stored the sam
e representative structure 

according to the gender, age, profession, kind 
of job, education and the sam

e questionnaire 
dispersing tim

e and collecting data.      

The C
alculation Indexes Form

ulas
A

s 
w

e 
said 

above 
the 

contents 
of 

the 
20 

questionnaire 
questions 

allow
s 

the 
results 

calculation of the indexes in five dim
ensions o 

the national values system
 as national cultural 

com
ponents. A

ll the questions are accom
panied 

w
ith a five scale (1-2-3-4-5) collecting answ

ers. the 
index results derive from

 the calculated averages 
about the chosen regional or national populations 
of the answ

erers. 

The results are extracted based on below
 form

ulas 
for the five dim

ensions.  

Table 1.  Five dim
ensions of culture, index and edges

The E
m

piric S
tudying

The 
lim

itations 
of 

studied 
exam

ples 
have 

not 
perm

it the evidence of the results in concrete 
num

bers of dim
ensions, but only com

m
ents and 

conclusions about the answ
ers averages of tw

o 
observed groups. E

lim
inating the deficiency and 

respecting the validity use of this questionnaire 
conditions, 

now
 

the 
study 

involves 
students 

university population of K
orca (A

lbania) and B
itola 

( M
acedonia).

P
ositively has been distributed 100 questionnaire 

to A
lbanian students of K

orca U
niversity, and 

100 questionnaires to M
acedonian students of 

U
niversity of B

itola. The handover m
easure is 

100%
 (so have been taken 100 questionnaires 

from
 100 distributed) for the A

lbanian case, for the 
M

acedonian one and, w
here from

 100 have been 
handovered 

82 
com

pleted 
questionnaires. 

to 
avoid the other factors action except the cultural 
one, the case studies are in accordance w

ith the 
age-groups, study field, education level, the tim

e 
to com

plete the questionnaires, and the gender 
representation.

S
ince 

one 
of 

cultural 
dim

ensions 
take 

in 
consideration the dom

inion or not of m
asculine 

features against the fem
inine one at a certain 

society, is aim
ed that the tw

o genders report inside 
of the sam

e case study don’t be very distinctly.

From
 the data analysis w

e note that the cultural 
profiles of the tw

o countries are represented below
 

w
ith the help of the G

raphic 1.     

S
o the A

lbanian society is a society w
ith a little 

D
F, in the borders betw

een the C
ollectivism

 and 
Individualism

, m
uch m

asculine, w
ith a m

edium
 

level of the uncertainty elude and betw
een the 

short-term
 and long-term

 orientation.

The M
acedonian society doesn’t have any cultural 

view
 very different from

 the A
lbanian one, but 

again presents a society w
ith a sm

aller D
F than 

the 
A

lbanian 
one, 

m
ore 

individualism
, 

m
ore 

m
asculine, that has a uncertainty elude bigger and 

that is nearer the long-term
 orientation than the 

A
lbanian society.

r
eferring 

on 
the 

H
offstede 

results 
(1984:214) 

for 40 countries in the dim
ension com

bination of 
D

F and E
P, w

e note that S
erbia &

 M
onte N

egro 
is a country w

ith a big D
F and a strong E

P. S
o 

there is a cultural dim
ensions displacem

ent in tim
e 

because M
onte N

egro, now
 are presented w

ith a 
stressed difference in D

F (this is very sm
all, only 

9.7, 9.0 and 9.3) and have not lot of difference at 
E

P (that is 66.3, 60.5, 62.0 ). A
lso from

 a category 
of fem

inist country, in the actual study is presented 
a stressed m

asculine society.  

The actual phenom
enon in the A

lbanian society to 
m

inim
ize the disparity, to blam

e the system
 w

hen 
it doesn’t functions, for the social system

 change 
via the redistribution of the force, the dem

and for 
equal rights, that subordinates and superiors are all 
people like us, that see the hierarchy as the base 
of the roles disparity, and the solidarity betw

een 
the pow

erful and the poor are correspondent w
ith 

the features of a S
ociety w

ith a sm
all D

F profiled 
by H

ofstede (1984: 94). 
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G
raphic 1: The cultural profiles of A

lbania and M
acedonia

Table 2. C
ultural D

im
ensions 

 
The 

low
 

levels 
presentation 

of 
this 

cultural 
dim

ension have the origin in the difficult history 
of A

lbanians. The shocking historical events in 
all of the existence periods, a sm

all num
ber of 

persons, survival in hard clim
ate and geographical 

conditions, the necessity to interfere in the nature as 
a survival condition, the w

ar for the independence 
and the desire to be independent, are a clear origin 
of such a dim

ension. A
ccording to the analysis of 

this dim
ension and the religious faith, m

ost than 
being consequent of each others, both are seen as 
consequence of the sam

e cause. 

B
y 

H
ofstede 

refered 
C

rozier 
(1984:73), 

“the 
force in the relationships betw

een groups and 
organizations is not a really replication of the force 
betw

een persons inside a group or organization”, 
that signifies that it is possible to have different 
force distances inside a group and inside groups 
of the sam

e society. D
espite of this, and other 

differences of this dim
ension accepted according 

to the education, profession, gender, etc, in the 
societies w

ith sm
all d

F the relationships superior-
subordinate are centralized in interdependence 

and 
consultative 

decision-m
aking. 

the 
social 

norm
s 

influence 
the 

personal 
im

age 
of 

the 
desired m

anager, but also the em
otional distance 

betw
een the superior and the subordinate, and 

the consideration that subordinates find to their 
superiors. A

ll 
these 

differences 
conduce 

to 
a 

bigger disparity in high D
F countries against them

 
w

ith sm
all D

F. 

It is specific that this force is not only kept from
 

the strongest but is also desired from
 w

ho is 
less stronger. These are m

odels accepted by the 
organization. The fact that w

e are a society w
ith a 

low
 D

F, show
s also our inadm

issibility in authority 
stiles or duties and com

petencies centralizations 
in hand of a runner m

inority during the com
m

unist 
pow

er and the fail of this m
odel to achieve a 

high perform
ance in the society developm

ents 
as w

hole and specific organizations.  S
o if in the 

countries w
here the D

F is high, these leading 
styles conduce at a high perform

ance., in A
lbania 

this didn’t happen reinforcing the result of the low
 

value presence of this dim
ension. S

o w
orking w

ith 
A

lbanian people is im
portant to know

 that:

Find em
ployees less frightened to disobey their 

superiors; em
ployees that ask cooperation; 

em
ployees that require consideration from

 
their m

anagers; inform
al consultation w

ithout a 
form

al presence of the em
ployees;

The m
anagers are m

ore satisfied w
ith 

participant superiors; they like to see theirself 
as system

atic and practical; m
anagers w

ith 
m

ixed thoughts according to the dispersal of 
the leadership capacity and initiative.

W
e note that the tw

o countries represent m
asculine 

society. B
y H

ofstede (1984; 205-207) the m
ost 

part 
of 

social 
differences 

fem
inism

/m
asculine 

m
ust be determ

ined historically and traditionally 
as the anthropologist report the differences in the 
distinctiveness of the gender role that can have 
only historical origin. The fam

ily is very im
portant 

••

for the transm
ission of the gender roles, w

here the 
children m

odel their ow
n conception of the gender 

role according to the used values that they observe 
at the adults of the tw

o genders, w
hich are in 

continuous contact. S
o this feature is related w

ith 
the differences betw

een the parents in the fam
ily 

or the fem
ale /m

asculine adults, w
idely in society. 

In total accordance w
ith som

e other factors given 
by H

ofstede, in A
lbania this dim

ension has the 
origin: the uncontrolled m

easures of the fam
ily 

(historically and generally very big, feature of poor 
countries); w

eak position of the m
other in fam

ily; 
fathers used as m

odels for boys and m
others for 

girls; and the tradition that turn back in generations, 
reinforced by historical events. The consequences 
are seen in a specific w

ay for the society and in a 
m

ore specific for the organization. 

Table3. The consequences for w
hole society and organization

A
re There S

uch A
s C

onsequences In 
The A

lbanian S
ociety A

nd O
rganizations?

The history, the facts and the daily life show
s as 

better as possible the view
 of the society. B

ut the 
com

m
unistic governm

ent has tried to change this 
view

 via the party propaganda, asking betw
een 

other things “equality” for m
en and w

om
en in all 

the fields. There have been tendencies to elim
inate 

the jobs only for m
en or only for w

om
en, but this 

very forced; the m
aterial aw

ards or in status form
 

w
as only based on party achievem

ents and no 
others; 

econom
ic 

developm
ents 

in 
directions 

totally 
unstudied 

dam
aging 

the 
environm

ent 
brought disaster and no grow

th, etc.

S
o the interference in this dim

ension w
as only sup 

erficial because nothing has changed in A
lbanian 

fam
ilies w

here the roles betw
een the genders w

ere 
totally the sam

e. A
lso, the chosen m

anner tended 
a dispersion of m

asculine features to the fem
inist, 

w
hen the fem

inist cultures tend the grow
th of the 

fem
inist features in the society.

A
ccording to the three other cultural dim

ensions, 
the com

m
on thing is that are alm

ost at a m
edium

 
level, that m

akes the A
lbanian society ow

ner of 
the m

iddle features betw
een the tw

o extrem
es 

for every dim
ension. This m

ay be also sign of the 
changes of our cultures in years and m

ostly the 
entrance of totally new

 elem
ents after 90’ of X

X
 

century.

iik
 m

easured 45.8 show
s a society in borders 

betw
een collectivist and individuals, that presents 

the signs of a tendency from
 first to second. This 

based in the social and historical developm
ents of 

our country w
here the view

 is show
n below

 in the 
phenom

enon origin and its consequences in the 
borders betw

een tw
o poles.

The sam
e situation belongs to IE

P w
ith the value 

53.2, so in a m
edium

 level. This show
s also the 
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fact that A
lbanian society has presented elem

ents 
of social norm

s of both poles of the dim
ension.

The m
ix social norm

s or in optim
al levels

The inherited of uncertainty som
etim

es is accepted 
but som

etim
es is treated as a threat that m

ust be 
fight:

the stress presence;

there is a value grow
th of the tim

e concept;

a m
ore opened presentation of em

otions;

m
oderate nationalizations;

different attitudes tow
ards the younger;

less conservatory

the desire for risk undertaking is being 
substituted by the preoccupation for a safe life;

every day is present the necessary for w
ritten 

rules and regulators;

confidence in experts and their know
 ledges;

The authorities are serving citizens.   

B
y the origin of this factor, in difference by ID

F for 
w

hich the origins are clear, for it is very unclear. The 
organization consequences, taking in consideration 
the m

edium
 position of this dim

ension, according 
to A

lbania can be described as below
:

m
ore activity structures;

m
ore w

ritten rules;

m
anagers m

ore involved in details than only in 
strategies;

M
ore oriented m

anagers by the duties and 
less preoccupied about the interpersonal 
relationships.

M
anagers that desire to take individual and risk 

decisions;

Tendency for a decisive bigger m
ove of the 

labor force.

IO
F is the dim

ension that m
easures the scale that 

the people actions are directed by the aim
s and 

long-term
s results m

ore than the short term
s one 

and the necessity for an im
m

ediate satisfaction. 

••••••••••••••••

the value 42.5 of this dim
ension in the a

lbanian 
culture show

s a bigger trendy of the orientation 
by the aim

s and short –term
 or m

edium
-term

 
objectives m

ore than the long-term
 one. i think 

this is evident because no rarely w
e face the 

presence of the activity and plans com
position 

that don’t think m
ore than for 2-3 years. in a lot of 

cases this because of the hate created from
 five 

yare plans practiced during dictator period. This 
created handicap is reflected in different levels 
of governance, beginning from

 the C
ivic C

entre, 
C

om
m

une, etc, for the strategies com
position and 

is expanded w
idely in different organizations w

here 
is clear to have a short specter of their actions. 
This not a priori but also by their observations 
and their opinions tests, rarely undertake or aim

 
to action thinking far aw

ay. A
ccording to a tourism

 
study, essentially for the hum

an capacities level 
in the hotel and restaurants m

anagem
ent “are 

noted efforts from
 them

 to plan the business 
developm

ent but from
 the conservations, it results 

that this plan is not based on long-term
 and is not 

based on tw
o decisive factors as sesonality and 

the trend in years. Taking decisions is based in 
actual facts unrelated w

ith the developm
ent trends 

of the future. 

C
onclusions A

nd R
ecom

m
endations

the national culture dim
ension is now

 a w
ell-know

n 
process and proved em

pirically. The m
ost used 

m
odel is the m

odel of 5 dim
ensions of H

ofstede, 
took  by the biggest studying realized in this field. 

The A
lbanian culture, not treated yet in this sense, 

present a culture profile w
ith a sm

all D
F, IIK

, IE
P 

and IO
F of a level near the average and a high IM

F, 
results taken by an em

pirical study w
ith a student 

population of econom
ics A

lbanian, and M
acedonia 

faculties, under observation.

The studying has used the M
acedonian  results 

also as a reference point to m
ake possible the 

com
parison w

ith the studies done before, w
here 

M
acedonia w

as involved (as parts of ex-jugoslavia). 
It is noted that there are displacem

ents of cultural 
dim

ensions during years. 

The new
 of the study besides the A

lbanian culture 
dim

ensions is also in the interpretation of these 
factors w

idely for the organizations. M
ore concrete 

the study show
s for them

 w
ho w

ant to w
ork or 

cooperate w
ith A

lbanians that:

A society w
ith m

asculine features stressed 
regardless of the effort presence to change 
this situation during the years and epochs. 
The w

om
en are really in the leadership or 

businesses. in the w
ell-education population 

sim
ilar gaps are less in organization level, but 

alm
ost is saved the sam

e view
 in the social life.

The involvem
ent of the individual in the 

organization from
 a m

oral relation versus one 
m

ore calculative w
here the w

orkers defend 
their interests m

ore than the organization, 
m

anagers from
 traditional to m

odern, the 
politics and rules of the organizations are 
equally applied to all regardless of the 
relationship betw

een individuals.

In the IE
F analysis, or the scale of the 

uncertainty planning is noted the need for 
m

ore activity structures, m
ore w

ritten rules, 
m

anagers m
ore involved in details than in 

strategies, m
anagers m

ore oriented from
 duties 

and less preoccupied for the interpersonal 
relationships, m

anagers that desire to take 
individual and risk decisions. M

anagers that 
don’t know

 to be directed in very long-term
 

objectives. S
o the specter of the outlook and 

planning of the action is m
ostly short-term

 that 
the m

edium
-term

.   
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A
bstract

It is perceived that the outcom
e of com

panies’ 
internationalization is not only to be judged as 
to econom

ic term
s, but in term

s of a successful 
educational 

process. 
This 

educational 
process 

entails 
a 

w
ide 

range 
of 

im
provem

ents, 
starting w

ith a shift in the choice of know
ledge 

transfer 
m

ethodologies, 
attitudes 

and 
learning 

environm
ents.

There is a real need of intrinsic value m
odification 

related to the lack of specific focus on intercultural 
learning and know

ledge transfer m
ethodologies, 

content 
and 

intercultural 
know

ledge 
creation 

attitudes, being issues of pivotal im
portance. The 

solution 
of 

a 
com

plex 
intercultural 

know
ledge 

transfer 
problem

 
is 

developed 
from

 
an 

interdisciplinary interplay of socio-psychological 
and m

anagerial science rather than, from
 a solely 

econom
ic background. 

The aim
 of this paper is to present part of the 

em
pirical research findings focusing on suggested 

concepts 
for 

a 
new

 
intercultural 

learning 
environm

ent, 
w

hich 
facilitates 

the 
know

ledge 
transfer betw

een E
astern and W

estern E
uropean 

co-operations.  

S
anchez.l@

adm
.lar.intercol.edu

Introduction 
M

utual 
collaboration 

in 
the 

exam
ination, 

construction or exchange of know
ledge and m

aterial 
to be transferred is a pre-condition in order to 
guarantee success. A

ccordingly, H
olsapple (2003, 

p.201) 
highlights 

“that 
the 

learning 
processes 

are intrinsically social and collective and occur 
not only through the im

itation and em
ulation of 

individuals, as w
ith teacher-student or m

aster and 
apprentice, but also because of joint contributions 

to the understanding of com
plex problem

s”. S
ocial 

interaction, as w
ell as, organisational learning are 

culturally dependent, and therefore, it is vital the 
understanding of the different m

odes of m
anaging 

and organising partners com
ing from

 different 
cultural, socio and econom

ical background for 
engaging effectively in a collaborative learning 
process. 

C
ontrarily to this view

, reality show
s that certain 

negative 
m

echanism
 

underm
ine 

such 
co-

operations. S
cholars like (G

upta and G
ovindarajan, 

2000; E
lsass/Veiga, 1999;  W

estphal and S
haw

, 
2005) shed light on hum

an resource issues, as 
potential transfer inhibitors, e.g. reduced ability or 
w

illingness to share know
ledge w

ith m
em

bers from
 

the other com
pany due to perceived differences in 

pow
er, status and resources leading to in-group/

out-group biases, discrim
ination and conflicts. 

This 
ingrained 

behaviour 
should 

be 
changed, 

in order to openly com
m

unicate and to increase 
the flow

 of know
ledge. S

om
e recom

m
endations 

of how
 to avoid this problem

 w
ere suggested by 

G
arvin (2000) and referred to: a) offering m

oney 
incentives and rew

arding individuals w
hen sharing 

their know
ledge w

ith others. b) In their corporate 
culture som

e w
ork processes can be changed 

and encourage know
ledge sharing as a form

 of 
behaviour. 

c) 
Im

posing 
policies, 

processes 
or 

directives that require m
anagers or em

ployees to 
look for help from

 others to fulfil their tasks. 

O
n the other hand, M

iles at al. (2000 in S
harki, 

2005, 
p.42) 

criticised 
“that 

the 
decision 

to 
share know

ledge is voluntary and this m
ay be 

com
prom

ised by an organisational em
phasis on 

traditional rew
ards structures that m

ay reduce 
som

e of the intrinsic rew
ards from

 know
ledge 

sharing”. 
R

atifying 
the 

negative 
influence 

of 
organisational structures to handicap know

ledge 
sharing (K

aser and M
iles 2002 in S

harkie, 2005, 
p.42) added “the rigidity and priorities set by 

organisations 
often 

preclude 
the 

developm
ent 

of flexibility and entrepreneurship necessary for 
successful 

know
ledge 

initiative”. 
O

pposite 
to 

these circum
stances, they suggested that in order 

to encourage flexibility and entrepreneurship, a 
relaxed 

clim
ate 

outside 
organisational 

policies 
and procedures increases the w

ill for know
ledge 

sharing. 

E
ven higher com

plexity em
erges w

hen learning and 
transferring tacit know

ledge is involved because is 
based on personal experiences. Tacit know

ledge 
w

as regarded by respondents of this research as 
m

ore valuable than explicit know
ledge. Therefore, 

social 
interactions 

through 
a 

variety 
of 

social 
activities as a w

ay to develop trust and increase 
cohesiveness betw

een the know
ledge provider and 

the know
ledge receiver are fundam

ental. O
nce the 

basis are established, know
ledge sharing being 

responsible for dissem
inating the know

ledge from
 

one individual or organization to the other and the 
acceptance of new

 know
ledge can take place. 

C
om

panies m
ust care for it and provide as m

uch 
opportunities as possible for the exchange of 
know

ledge to take place freely and in a natural 
w

ay. O
nly effective collaboration and the right 

com
m

unication approach w
hich spans across the 

w
hole com

pany and its international partners or 
branches can give to the know

ledge sharing the 
boost it requires.

A
pplied m

ethodology

The R
esearch P

rocess
The research applied grounded theory (G

T) based 
on interactive com

parative case studies (dyadic 
level). It provides new

 know
ledge on intercultural 

know
ledge 

transfer 
(K

T) 
and 

its 
learning 

environm
ent betw

een E
astern/W

estern E
uropean 

business co-operations. 

The research w
as structured in three stages. 

First of all secondary research w
as conducted 

by a literature review
 in order to increase the 

researcher’s fam
iliarity w

ith the research setting 
and 

not 
for 

the 
purpose 

of 
developing 

any 
theoretical fram

ew
ork. S

lightly contradictory w
ith 

G
laser’s (1998) postulate of researcher’s freedom

 
in generating new

 concepts by explaining hum
an 

behavior and suggesting that not previous research 
should be done neither talking about the subject 

before w
ritten it up. S

cholars like S
eldén (2005) 

criticized this view
 strongly w

ith the argum
ent 

that “pre-understanding is vital in preparing an 
objective for a research project and entails being 
m

ore or less aw
are of the accum

ulated know
ledge 

and research results of others prelim
inary results, 

preconceptions, assum
ptions, bias and prejudice”. 

(p.7)  

Q
ualitative m

ethodology
C

ase 
study 

m
ethod, 

focus-group, 
participant 

observation and in-depth interview
s w

ere used 
for the prim

ary research stage because, it allow
s 

the participants to explore and to express their 
view

s w
ith greater freedom

 as opposed to the 
lim

itations 
of 

a 
questionnaire 

and 
“allow

 
the 

researcher to respond to em
erging them

es and 
to the particular characteristics each of the cases” 
D

aengbuppha, H
em

m
ington and W

ilkes, (2006, 
p.3). 

Furtherm
ore, 

it 
em

braces 
interpretative 

techniques w
hich describe, decode and translate 

to 
focus 

on 
understanding 

of 
organizational 

processes rather than on frequency and prediction 
G

ilm
ore and C

arson, (1996); Lee, (1999), D
enzin 

&
 Lincoln, (2000), C

lark and G
eppert (2002) and 

Lyst (2005). 

R
esearch M

ethods 
The period of the data collection w

as carried out over 
a 13 m

onths from
 February 2007 to M

arch 2008. it 
w

as m
ainly conducted by in-depth interview

s, (23) 
needed to reach theoretical saturation. A

dditionally, 
non-participant and participant observation (7), 
focus groups (2) and fieldtrips notes in R

ussia and 
A

ustria provided reach data. Theoretical sam
pling 

w
as used to select the participants as suggested 

by S
trauss (1987). H

e explained that theoretical 
sam

pling is directed by evolving theories and 
em

braces sam
pling of incidents, events, activities 

and populations. H
e later continued explaining that 

the theory develops gradually through a discovery 
process based on the developm

ent of a theory 
or theories grounded in evidence as opposed to 
follow

ing a pre-determ
ined plan or set of rules.

d
ata a

nalysis - G
rounded theory

The G
T m

ethod of constant com
parative analysis 

(G
lassser and S

trauss 1967, S
trauss and C

orbin 
1990) w

as used to analyze the gathered data. 
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A
ccording to D

arkenw
ald (2005, p.1) G

T is “an 
inductive 

approach 
to 

research 
that 

focuses 
on social interaction and relies heavily on data 
from

 interview
s and observations to build theory 

grounded in data rather than to test theory or 
sim

ply describe em
pirical phenom

ena”. This is 
one of the m

ain goals of this research, to discover 
participant’s m

ain concern and how
 they continually 

try to solve the problem
.   

Follow
ing the G

T steps, all the data w
as transcribed 

w
ith double spacing and w

ide m
argins for notes 

during the coding stage (first step). E
ach participant 

w
as given a num

ber to facilitate the location 
of 

statem
ents. 

Later 
the 

researcher 
began 

to 
connect and during the axial coding (second step), 
properties started to group and com

m
on concepts/

dim
ensions em

erged, being im
m

ediately encircled 
in red, axial coding II, (third step). C

ontinuing, the 
researcher began to interpret the data in order to 
understand the m

eaning of the concepts and to 
provide explanation of the relationship betw

een 
them

. Finally, they w
ere identified and allocated 

into sub-categories, later linking sub-categories to 
m

ain categories, again encircle in red, axial coding 
I. (fourth step). The research concluded w

ith the 
fifth step related to w

riting up the theory for the 
coherent 

understanding 
of 

the 
phenom

enon 
researched. 

justification of the m
ethod selection 

S
everal reasons are provided to support and to 

justify the appropriate research m
ethod for this 

topic. 
D

aengbuppha, 
H

em
m

ington 
and 

W
ilkes 

(2006) stressed that the purpose of G
T is to 

construct theories that clarifies com
plex social 

phenom
ena 

as 
it 

is 
in 

this 
case 

building 
up 

relationship to facilitate the K
T betw

een E
astern 

and W
estern E

uropean partners. In addition G
T 

requires the em
ersion of the researcher in the field, 

and in the data, w
ith a view

 to gaining insight and 
deep understanding of the problem

 com
plexity. 

The approach allow
s the researcher to gain rich 

data from
 different perspectives (m

ultiple realities) 
and em

phasizes on m
eanings and interpretive 

understanding. Finally, another advantage of G
T 

for this research is provided by C
harm

az, (2000), 
she highlighted that G

T is rooted in the reality of 
the experience. Therefore, in this case the E

astern 
and W

estern participants could share their positive 
and 

negative 
experiences 

and 
the 

researcher 
w

as able to interpret holistically the behavior, the 

reasons of such behaviors and the experiences 
of 

the 
participants 

gaining 
a 

com
prehensive 

understanding of the problem
.

Findings of the em
pirical research 

R
ussia 

and 
E

astern 
E

urope 
are 

increasingly 
getting involved in the process of com

panies’ 
internationalization. 

M
any 

international 
co-

operations betw
een W

estern and E
astern E

urope 
are 

occurring, 
and 

w
ith 

them
, 

the 
im

portant 
m

ovem
ent of know

-how
 (know

ledge) has becom
e 

fundam
ental.

Follow
ing the G

T steps, the presentation of the 
results w

as based on the m
ost interesting and 

relevant 
findings 

w
hich 

w
ere 

im
bedded 

on 
a 

narrative approach to optim
ised readability and 

understanding. The presentations of the findings 
are break dow

n and each categories and sub-
categories describes w

hat, w
hy and how

 actors 
feels 

in 
interacting 

w
ith 

their 
foreign 

partners 
and show

s the influence and im
plications on K

T. 
Those, are supported w

ith respondent statem
ents, 

(w
ritten in italic, and follow

ed by and R
, m

eaning 
respondent, 

w
ith 

a 
num

ber, 
indicating 

the 
respondent w

ho gave the statem
ent) and gathered 

data. S
om

etim
e, the reader w

ill identified tw
o 

(X
X

), m
eaning that the nam

e of the com
pany w

as 
substituted for confidentiality reasons. 

These findings contributed on part of the final 
intercultural K

T understanding m
odel, this due to 

the length of the paper w
ill not be fully presented. 

Findings from
 the research indicated three m

ajor 
parts to be im

plem
ented in order to reach the 

effective learning environm
ent: 1. C

o-operative 
learning environm

ent w
here, the right people w

ith 
the right em

otional intelligence is involved, w
here, 

a security and supportive approach prevail, w
here, 

space is provided for ow
n actions and w

here, 
tim

e is not a scarce resource for reflection and 
im

provem
ent of m

istakes. 2. The physical stage, 
by creating and providing all the actors involved 
in the learning and transfer of know

ledge w
ith an 

intercultural com
pany learning platform

 (IC
LP

). 
3. K

now
ledge culture, fostering and rew

arding 
know

ledge sharing.   

C
o-operative learning environm

ent. 

Figure 1: C
O

-O
PER

ATIVE LEA
R

N
IN

G
 EN

VIR
O

N
M

EN
T em

erging properties, dim
ensions and 

sub-categories from
 axial coding II

In order to develop the right learning environm
ent 

E
astern and W

estern respondent suggested the 
follow

ing concepts. 

Learning atm
osphere

R
egarding 

the 
right 

learning 
atm

osphere, 
C

hristensen in (G
arvin 2000, p.202), a cross-

cultural educator, highlighted that “challenge alone, 
how

ever, is not enough to guarantee learning. 
Individuals also need a sense of security if they are 
to throw

 off old w
ays of thinking and acting. Learning 

m
eans leaving the know

n for the un-know
n, an 

exhilarating, but scary venture”. Therefore, the first 
suggestions from

 the respondents w
as that w

hen 
providing feedback or criticism

, sensitivity should 
be predom

inant in term
s of being careful w

ith open 
criticism

, otherw
ise fear for m

aking m
istakes w

ill 
im

pede the learning process, (R
1). 

M
oreover, the need to increase the self-esteem

 is 
predom

inant explained (R
10) because “they have 

the syndrom
e - not here invented – they need to 

develop a believe that they can do som
ething”. 

Therefore, 
constantly 

giving 
confirm

ation 
of 

success for the E
astern E

uropean m
em

bers and 
if it is publicly even better is very im

portant and 
w

ell received. This w
as also observed by the 

researcher during the different conferences held 
in R

ussia and C
roatia w

ere lots of tim
e w

as spent 
just for acknow

ledgem
ent of the great organisation 

of 
the 

conference, 
the 

great 
achievem

ent 
of 

the U
niversity during the last years, the great 

contribution of the participants and so on, m
ore 

than in W
estern events.        

A 
learning 

environm
ent 

based 
on 

active 
and 

m
utual 

learning 
w

ere 
w

elcom
ed 

by 
(R

1, 
R

3, 
r

4, r
5, r

6, r
7, r

8, r
10, r

13, r
15, r

17, r
18), 

they suggested com
m

on w
ork w

ith people from
 

other countries, collective training, encouraging 
know

ledge sharing, exchange of experiences and 
learning by practising together. The crucial w

ord 
w

as interaction.

Furtherm
ore, m

utual learning in term
s of listening 

to the advice given by partners w
as suggested 

by (R
27) w

ho underlined “our ow
n analysis is 

good to understand but it is enriching to listen 
to the com

m
ents of our partners”. E

ven m
ore, 

related to m
utual learning efficiency (r

8) stressed 
“som

etim
es the transferring gets m

ore receiving 
m

ore m
ixed m

ore m
utual”. H

e sum
m

arised the 
category w

ith the follow
ing learning atm

osphere 
description “a m

utual open low
 threat environm

ent”. 
Finally, (R

10) encouraged m
ore m

utual learning by 
utilizing different resources like exhibiting together 
in exhibitions. 
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The right people
In the learning environm

ent the crucial elem
ent 

is the people. S
pecial interest has been show

n in 
term

s of having m
ore hum

an understanding (soft 
skills) sensitivity in using em

otional intelligence 
rather than technical know

ledge explained (r
8). 

A
lthough, is som

ething that m
ainly depends on 

the individual agreed (R
9, R

6, R
1, R

11, R
13, R

16). 
Therefore a “natural person” as suggested by 
(R

25, R
29) w

ill positively influence the transfer of 
know

ledge w
hich is m

ore than im
ports of m

odern 
m

achines.

For (r
1, r

8, r
5, r

6, r
15, r

16, r
25) there is no 

doubt that by having skilful and sensitive people 
involved in the K

T drastically sm
ooth the process 

and even provide w
ith a very good felling of 

personal developm
ent  to the know

ledge receiver. 

A
nother right people w

ho need to be identified, 
and are crucial players, m

ight be silently kept 
in the background. These players can m

ake a 
positive contribution in term

s of understanding 
and integration of new

 partners.  (r
8, r

21, r
22) 

referred to translators and or secretaries w
ho don’t 

play a role at m
anagem

ent level but see m
istakes 

w
hich have to be changed betw

een the old and the 
new

 com
pany. 

C
oncluding this sub-category of identifying the 

right person a R
ussian saying provided by (R

1) 
could clarify even m

ore the im
portance of not 

generalising but, focusing on the idiosyncrasies of 
each individual, “in R

ussia if you ask the average  
tem

perature in a hospital, the answ
er is, it varies 

w
ith the patient”.   

S
ecurity and support

O
n the learning environm

ent, tw
o aspects security 

and support are inalienable. It is the task of the 
know

ledge transm
itter to provide this environm

ent 
and 

not 
to 

create 
a 

tense 
atm

osphere 
as 

a 
consequence of an authoritarian behaviour. The 
know

ledge receiver shouldn’t see the know
ledge 

provider as a threat. B
eing able to provide this 

encouraging 
atm

osphere 
contributes 

to 
the 

acceptance of new
 know

ledge (r
8, r

1). it is of 
hum

an nature that all w
hat is unknow

n produce 
fear, therefore, they w

ent even further suggesting 
that if a secure and supportive environm

ent is 
provided, encourage actors to take higher risk in 
new

 adventures or even  m
aking ow

n decisions. 

The headquarters support and readiness to do 
it w

as an additional point addressed by (R
19) 

although he acknow
ledged the need to im

prove in 
this area. W

hereas for (R
15, R

16) it w
as clear that 

w
ithout the support from

 the top m
anagem

ent is 
very difficult to create the right learning environm

ent 
because involve prem

ises, tim
e investm

ent and 
freedom

 for trials and errors.    

S
pace

It is im
portant that in K

T the know
ledge receiver get 

extensive experience through continuing practice. 
Their constant practice and m

aking experiences 
w

ill becom
e autom

ated and their ability to perceive 
hazards and m

ake the right decision in difficult 
circum

stance w
ill drastically im

prove, therefore, 
to allow

 the space for com
panies to practice is a 

key factor as recom
m

ended by (r
17, r

18). e
rrors 

m
ight occur as a result of not scanning properly 

the business environm
ent or by being confronted 

w
ith a new

 situation, but even in those cases 
(r

14) recom
m

ended to leave them
 the space to 

“find solutions by them
selves”. A

ccordingly (R
16) 

pointed to a m
ore psychological space” W

e can’t 
push them

 they have to com
e by them

selves”. The 
im

portance of this space w
as justified by (R

17) in 
order to avoid the feeling of being “overruled for 
the m

ain com
pany”.

O
n the other hand, som

e general guidelines for 
training or how

 the processes should be done m
ight 

exist from
 the head office, although space for ow

n 
cultural adaptation should be allow

ed as done by 
(R

15, R
13). O

n the other hand, (R
20) expressed 

som
e doubts related to an excess of freedom

 and 
he preferred to establish som

e lim
itations. Finding 

a balance betw
een an excess of freedom

 and an 
authoritarian boss (R

12) called for “a soft control” 
approach. 

A 
rem

ark 
in 

relation 
to 

leaving 
space 

w
as 

addressed by (r
18), he clarified that there is a 

cultural difference depending on w
hich E

astern 
E

uropean country is being dealt w
ith. The higher 

in hierarchy (pow
er distance) the country is, the 

high need to give specific rules and procedures, 
therefore, allow

ing space for ow
n action w

ill not 
be appreciated in contrast to other countries, 
expecting precise w

orking rules and procedures.  

Tim
e 

Furtherm
ore, R

ussian interview
ees w

ould w
ish 

a m
ore reciprocal relationship w

here both parts 
are 

involved 
and 

each 
of 

them
 

can 
benefit 

from
 the relationship. It w

as suggested by (R
1, 

r
6, r

8) to find the tim
e for discussion and to 

develop a com
m

on understanding. M
any people 

and 
com

pany 
m

anagem
ent 

have 
the 

feeling 
that tim

e is a scarce resource, but in cross-
border relationships and m

ainly in the transfer of 
know

ledge tim
e and patience are indispensable 

and m
ust be taken. R

egarding tim
e and being 

patient are for (r
8) key successful factor in the 

transfer on know
ledge because “w

e are living in a 
very fast m

oving environm
ent and the w

ord patient 
and being patient is alm

ost im
possible, but if w

e 
learn how

 to use it in this environm
ent m

ight be a 
w

inning proposal”.

Tim
e investm

ent is highly required in order to 
understand, 

assim
ilate 

and 
w

ork 
out 

W
estern 

know
ledge. 

It 
has 

been 
stressed 

by 
E

astern 
respondents 

that 
lecturers 

are 
like 

know
ledge 

interpreters w
ho adjust W

estern know
ledge to 

R
ussian m

entality and practicality. Therefore, m
ore 

tim
e investm

ent is required for the assim
ilation and 

understanding of know
ledge underlined (R

3).

Finally, investm
ent on tim

e on a long term
 basis is 

absolutely required for people to change behaviour, 
(R

2) feel this need in term
s of new

 type of thinking 
and up-date infrastructure. H

e explicitly m
entioned 

that “it is not only that you have been born after the 
S

oviet U
nion cracked, but you have to be born by 

different people so w
e are talking…

 w
hat, about 

20 years?”.

2. The physical stage, by creating and providing all 
the actors involved in the learning and transfer of 
know

ledge w
ith an intercultural com

pany learning 
platform

 (IC
LP

). 

Figure 2: IN
TER

C
U

LTU
R

A
L C

O
M

PA
N

Y LEA
R

N
IN

G
 PLATFO

R
M

, em
erging properties, 

dim
ensions and sub-categories from

 axial coding II
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The intercultural com
pany learning platform

 (IC
LP

) 
sub-category has the m

ission to bring together 
a variety of actions, activities, inform

ation and 
resources to provide an adequate scenario w

hich 
offers clarity and facilitates the transfer and the 
exchange of know

ledge. This learning platform
 

pull together best of the breed learning tools, 
ideas and activities to m

eet the requirem
ents 

of a successful transfer of know
ledge. S

everal 
advantages are found in the im

plem
entation of 

the (IC
LP

), it encourages and facilitates debate, 
reduces know

ledge distortion betw
een know

ledge 
transm

itters and receivers, im
prove connectivity, 

enhance the sense of belonging and encourage 
com

m
unication 

and 
know

ledge 
w

ith 
a 

natural 
attitude not only at top m

anagem
ent level but to all 

em
ployees’ levels. In other w

ords it is a physical 
opportunity to deliver and support learning.

A
ctions and A

ctivities
M

any confidential activities and scenarios w
ere 

revealed to the researcher providing a variety of 
options to suit the different needs and com

panies’ 
capabilities. Those actions and activities are show

n 
and explained below

.  

W
ork placem

ents 
A com

prehensive statem
ent as a starting point 

of how
 to develop a good intercultural com

pany 
learning 

platform
 

w
as 

provided 
by 

(R
22). 

H
e 

enum
erated 9 actions:

First, “B
ring people to S

w
itzerland, but not only 

tw
o days tourist night. S

econd, pay them
 a decent 

salary. Third, m
ake them

 happy. Four, explain them
 

properly w
hat do they have to do, our processes 

and how
 w

e w
ork that they can understand. Five, 

ask them
 how

 they are doing things. S
ix, m

ake 
them

 agree on the tools and on processes by 
developing a sense m

aking. S
even, m

ake an 
agreem

ent, give them
 a description of w

hat they 
have to do locally. E

ight give them
 a future a 

perspective one year, tw
o year three years, the 

point is w
hen you develop people very fast m

ay 
be is efficient but is not sustainable and for this 
you have to give them

 a perspective and N
ine, 

treat them
 as equal partners”. Furtherm

ore, (R
15) 

stressed the involvem
ent of decision m

akers in 
this w

ork placem
ent platform

. 

S
ocial events

S
upporting the statem

ent of bringing people together 
(r

1, r
3, r

4, r
10, r

17, r
14, r

24, r
26) additionally 

suggested the organisation of social events as 
a w

ay to getting to know
 better the partners and 

im
prove the relationship. Those events can range 

form
 m

eals, celebrating com
panies’ anniversary, 

the successful com
plexion of a com

m
on project or 

for w
elcom

ing new
 partners, sport com

petitions or 
trips together.  

International m
eetings

R
elated to people’s m

obility, international m
eetings 

provides 
an 

excellent 
 

platform
 

for 
increase 

know
ledge 

sharing 
and 

transfer, 
exchange 

experiences, tracking of progress, expertise and 
developm

ent strategies as explained by (r
18, 

R
13,R

25, R
16, R

15). In addition to these purposes, 
(r

14) m
entioned the increase of self-esteem

 and 
public 

recognition 
of 

the 
participants 

in 
these 

international m
eetings. 

Intercultural w
orkshops

E
ven m

ore interactive actions are the w
orkshops 

involving top m
anagem

ent and em
ployees   (R

17, 
r

18)  organised these actions w
ith the purpose of 

exchange in a m
ore technical and detailed m

anner 
experiences (positive and negative), inform

ation 
and potential ideas to develop, for (R

17) is the C
TI 

(C
entre of Technology and Innovation responsible 

for that and for (r
18) is the X

X
 know

-how
 centre.  

P
rovide a stage

P
roviding people w

ith a stage w
here they can 

really show
 the ability to act on the know

ledge they 
possess. (R

20) allocate budgets for “m
eetings 

for 
the 

auditorium
 

of 
the 

ow
ners” 

giving 
the 

opportunity to m
anagers to present how

 they 
run their business in different countries from

 an 
econom

ic perspective to the m
arket environm

ent. 
M

oreover, they are using this public stage as a 
reciprocal learning for briefing new

 com
ers and 

for gaining som
e publicly personal im

portance and 
self-esteem

. S
im

ilar usage of this stage is applied 
in the com

pany of (R
17) m

ainly quarterly for sales 
in the different countries. 

Forum
s of E

xcellence
These forum

s are used by (R
17) as problem

 solving 
sessions, w

here a special conflict topic is selected 
and m

anagers are gathered to provide their view
s 

and potential solutions. A different usage of these 
forum

 is done by (r
18), he explained that the m

ain 
purpose is to involve top m

anagem
ent  w

ho are 
close to retire for giving them

 the opportunity to 
pass their know

ledge. 

R
eciprocal Travelling

The concept of travelling addressed by E
astern 

respondents w
as strongly supported by the m

ajority 
of W

esterners regarding travelling essential for 
gaining cultural and partner understanding. For 
(r

18) travelling, shorten the tim
e for real and 

accurate 
understanding 

in 
term

s 
of 

problem
s 

com
plexity. Therefore, their solution is to invite 

partners or custom
ers to show

 them
 how

 the w
ork 

should look like and discuss pros and cons about 
it.  H

e further suggested that in-house preparation 
is good but never, as good as, by travelling. 
A

ccordingly (R
2, R

2, R
15) highlighted the am

ount 
of inform

ation gathered by actually being in the 
country. 

In order to avoid m
isunderstandings (R

3, R
19) 

recom
m

end travelling because m
any problem

s 
occur 

w
hen 

m
aking 

business 
only 

via 
em

ail 
com

m
unication, and they realised that the m

ore 
they travel the m

ore acknow
ledge the im

portance 
of it. 

this reciprocal travelling sub-category w
as used by 

(r
18, r

25) as an active learning tool for know
ledge 

transfer, know
ing other cultures and building up 

and strengthens relations. Furtherm
ore, in term

s 
of learning, travelling helps to shape com

pany’ 
dem

ands in term
s of being m

ore accurate of how
 

to w
ork and w

ork load, and m
ore realistically see 

w
hich expectations the head office can have. 

In order to guarantee a m
ore successful know

ledge 
transfer, (R

21) suggested having local consultants 
w

ho know
 their culture better together w

ith people 
travelling from

 the head office to help them
 during 

the training period. 

From
 another angle, the support from

 the head-
office and top m

anagem
ent m

ust be latent in 
term

s of tim
e and m

oney investm
ent for travelling 

as underlined (r
18). For (r

20) and his com
pany 

it is clear the need to be close to the international 
partner and no effort is skim

ped on by travelling 
every 4-6 w

eeks for 2-3 days. they confirm
ed 

that “for the tim
e being, all the investm

ent in tim
e, 

energy 
and 

cost 
pays 

off”. A
dditionally, 

there 
is a gain of higher level of partner’s know

ledge. 
This broad understanding provides the travelling 
m

anager a stronger position in the com
pany w

hen 
decision has to be m

ade stressed (R
20).  

The difference betw
een people w

ho know
s w

hat 
are they talking about in term

s of m
aking ow

n 
experiences travelling abroad and dealing directly 
w

ith the partners and people w
ho only speak about 

w
hat they m

erely read w
as pointed out by (r

18) 
highlighting the differences in deep understanding 
and the outcom

e in com
m

itm
ent term

s. 

The involvem
ent of top m

anagem
ent also actively in 

travelling w
as m

entioned by (R
16) w

ho underlined 
that m

ay be w
ith less intensity but from

 tim
e to 

tim
e is also im

portant, for them
 to understand the 

business environm
ent for the partner.

C
om

pany’s visits
a

nother 
activity 

provided 
by 

(r
18) 

involves 
travelling from

 the headquarters to international 
partners for K

T purposes. For reciprocal learning, 
expansion and integration of partner’s know

ledge 
is w

hy (r
42) travels extensively. W

ith all those 
activities not only the transfer of know

ledge is 
guaranteed, but also, learning to m

ake existing 
know

ledge 
m

ore 
productive 

and 
dissem

inates 
know

ledge quicker.           

Job rotation
This is a personal action undertaken by (R

17) 
w

hich it is very w
elcom

e and supported in the 
com

pany. It consist of every three years changing 
the job inside the com

pany, by this he brings a lot 
of know

ledge to another departm
ent and provides 

him
 w

ith a constant personal learning and grow
th.   
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3. K
now

ledge culture, fostering and rew
arding know

ledge sharing.   

Figure 3: K
N

O
W

LED
G

E C
U

LTU
R

E, em
erging properties, dim

ensions and sub category from
 

axial coding II

H
oarding know

ledge
A

s m
entioned on the introduction som

e negative 
m

echanism
s (e.g. reduced ability, no w

illingness 
to share, difference in status, pow

er or resources) 
w

ere identified as reducing considerably the flow
 

of know
ledge. (r

14) confirm
ed these negative 

m
echanism

s and he referred to the difficulty to 
convince E

astern top m
anagem

ent to share their 
inform

ation. 
H

e 
explained 

their 
developm

ent 
program

s and the content of it based on m
otivating 

people to share know
ledge and to inculcate it into 

their m
ind-sets in order to increase the know

ledge 
flow

. C
om

panies definitely need to change the w
ay 

the know
ledge culture is instilled in their em

ployees, 
(r

24) provided em
ployees’ perceptions tow

ards 
know

ledge 
sharing 

as 
having 

fear 
of 

getting 
dism

issed w
hen they give their know

ledge, as a 
loose of personal w

orth. 

It is also im
portant to see the w

ay m
anagers and 

em
ployees think about the value of sharing w

hat 
they know

 w
ith other individuals, because if they 

consider it an im
provem

ent for them
selves then 

“secrecy” w
ill be avoided indicated (R

12). O
n 

the other hand, w
hen secrecy exists the daily 

w
orking relationship can be quite com

plicated 
as experienced by (R

20) due to their know
ledge 

protection. H
e further explained that this secrecy 

w
as tw

ofold, one due to their past S
oviet influence 

as not being fostered, and second, as a hidden 
agenda for hiding ow

n m
istakes. It is obvious 

that there is still existing in the W
est as w

ell, the 
feeling that by keeping know

ledge and inform
ation 

is som
ehow

, a w
ay to keep pow

er w
as perceived 

by 
(R

26,R
25). 

(R
17) 

referred 
directly 

to 
top 

m
anagem

ent w
ho had this ingrained behaviour, he 

argued that they w
ill provide all types of excuses in 

order to keep the inform
ation. 

A
nother reason w

hich influences the w
ill to share 

know
ledge relates to the personal ego and pride 

of 
the 

know
ledge 

transm
itter 

(R
25) 

explained 
“people w

ait until they get asked; if they are asked 
then they feel im

portant”. It is a general attitude of 
G

erm
an speaking countries in term

s of saying yes, 

providing help but, once the help has been asked 
for, because then the people w

ill appreciate and 
thank for it. In relation to the extent and the content 
of the shared inform

ation, he added that people 
are carefully selecting to w

hom
 the inform

ation is 
pass it on.

Finally, (r
24) highlighted the com

pany blockage in 
term

s of actions if no inform
ation is transferred, and 

also, the tim
e invested for getting nothing. M

oving 
from

 bad to w
orse he underlined the negative 

im
plication w

hen the transm
itted inform

ation is 
consciously or unconsciously w

rongly transferred. 

S
haring K

now
ledge

To share know
ledge is the key success factor. 

K
now

ledge 
is 

an 
intangible 

asset 
(ideas, 

processes, inform
ation) representing m

ore and 
m

ore a grow
ing share of the global trade in contrast 

w
ith traditional tangible goods of a m

anufacturing 
com

pany for exam
ple w

hich is taking the back seat. 
(r

18) underlined the need and the im
portance to 

share know
ledge am

ong international partners for 
learning, integrating it and leading the com

pany 
to success. in term

s of being up-dated (r
23) 

encouraged 
sharing 

know
ledge 

even 
w

ith 
the 

custom
ers.

A
lthough the im

portance of sharing know
ledge is 

acknow
ledged by all em

ployees, (R
17) w

as aw
are 

of its com
plexity especially w

hen people form
 

different cultural backgrounds w
ork together.

The isolated know
ledge of individuals is a paradox 

in itself and w
ill not survive for long. Therefore, in 

order to convert this isolated know
ledge in a m

ore 
social know

ledge throw
 connections of individuals 

in a com
pany som

e argum
ents w

ere provided in 
order to increase their m

otivation (r
24) com

m
ented 

“every inform
ation has a deadline, because then 

it is old fashion know
ledge is not som

ething you 
can’t keep forever” and (R

26) added “and then it 
is not useful anym

ore”. (R
17) suggested to share 

know
ledge in order to know

 w
hich know

ledge is 
really available and for those w

ho retire, have the 
opportunity to continuing using their know

ledge 
w

hen the leave the com
pany. 

O
n a later stage, (r

26, r
24) stressed that if 

individuals have the w
ill to learn they are also 

m
ore w

illing to share know
ledge. In order to share 

know
ledge 

the 
right 

atm
osphere 

and 
different 

opportunities 
should 

be 
provided 

because, 
obviously the m

ore opportunities people have for 
sharing inform

ation the ease w
ill be suggested 

(R
26). 

C
onclusions and recom

m
endations

A
fter the data analysis it w

as perceived that the 
outcom

e of com
panies’ internationalization is not 

only to be judged as to econom
ic term

s but in 
term

s of a successful educational process. 

S
uggestions 

of 
how

 
to 

im
prove 

the 
learning 

process w
ere provided w

ith a special focus on 
an interest in increasing travel activities in order 
to 

understand 
and 

internalize 
how

 
and 

w
hy 

differences occur. D
uring certain periods personnel 

placem
ents in both com

panies are suggested as a 
w

ay to learn for life and not only as a tem
porary 

accom
plishm

ent of tasks. Tim
e investm

ent for 
dialogue, even if it is for learning from

 m
istakes or 

bad experiences from
 the past is a conditio sine qua 

non. R
easoning is regarded to be very im

portant 
as a w

ay to understand the consequences of 
w

rong perform
ance and then gaining com

m
itm

ent 
to accept the know

ledge should be encouraged at 
all levels in the com

pany

E
astern partners called m

ore for an integrative and 
co-operative w

ay of learning w
here opinions are 

asked for and respected, avoiding w
hat they called 

im
perialistic behaviours and on the other hand, 

W
estern respondents called learning from

 each 
other avoiding the D

avid and G
oliath approach 

tow
ards a m

ore brothers and sisters approach. 
Interaction is one of the key w

ords. M
any activities 

w
ere provided as to the w

ay they w
ork tow

ards 
reciprocal learning e.g. by extensive travelling, 
exchange of training surrounding, social events, 
international m

eetings and a learning platform
. 

A
ll these activities and som

e m
ore previously 

explained constituted the IC
LP.  
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Figure 4: LEA
R

N
IN

G
 EN

VIR
O

N
M

EN
T SU

M
M

A
RY, em

erging dim
ensions, sub-category and 

category from
 axial coding I 

Very diverse recom
m

endations em
erged, as to 

recognition, for exam
ples in term

s of highlighting 
the 

usefulness 
of 

individual’s 
know

ledge 
on 

colleagues’ perform
ance, or recognizing that key 

know
ledge holders m

ay be located in shadow
 

positions 
encouraging 

them
 

to 
pum

p 
out 

and 
share their know

ledge. C
ontinuing by encouraging 

know
ledge 

sharing 
for 

those 
w

hich 
are 

close 
to 

retirem
ent 

and 
publicly 

recognizing 
their 

contribution to the know
ledge receiver and to the 

com
pany. Finally, som

e recom
m

endations 
had 

m
ore a psychological stance, for exam

ple those 
related to self-pride, rem

em
bering that people like 

to be asked, or not forgetting that for som
e people 

asking for help in learning is very difficult and this 
help should be offered in a very subtle w

ay. 
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A
bstract

H
oR

eC
a m

arket – the abbreviation for the m
arket 

of hotels, restaurants and café bars – in the context 
of tourism

 and hotel industry is recognized as the 
basis for the econom

ic developm
ent strategy of 

the C
roatian econom

y. A
lthough this sector has 

still not been w
ell analyzed, its potential has been 

recognized by C
roatian producers and distribution 

com
panies. The m

ain purpose of this paper is to 
analyze internal sources of know

ledge - technology, 
hum

an 
resources 

and 
the 

com
m

unication 
on 

all levels of the com
pany – as the com

petitive 
advantages for C

roatian com
panies operating in 

H
oR

eC
a sector. The research instrum

ent w
as a 

questionnaire 
containing 

questions 
concerning 

respondents’ perceptions about different aspects 
of 

technology, 
education, 

know
ledge 

and 
the 

com
m

unication/cooperation 
betw

een 
all 

levels 
of the com

pany. The study w
as conducted on 

the 
group 

of 
39 

C
roatian 

com
panies 

(hotels, 
restaurants and snack bars) operating in H

oR
eC

a 
sector. 

The findings of the paper suggest that all area 
of 

interest 
are 

not 
equally 

treated, 
because 

there 
are 

greater 
investm

ents 
in 

technology 
than in know

ledge and com
m

unication betw
een 

em
ployees on all levels of the com

pany. 

K
ey 

w
ords: 

H
oreca 

channel, 
technology, 

know
ledge, com

petitive advantage

srenko@
efzg.hr

bknezevic@
efzg.hr 

kbucar@
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Introduction
A

t beginning of the nineties, P
eter D

rucker (1992) 
stated that the know

ledge is an econom
ic recourse 

sim
ilar (or even superior) to the traditional econom

ic 
resources (w

ork, land and capital). A
s a result of 

the developm
ent of the inform

ation society and 
grow

ing investm
ents in technology, know

ledge 
becam

e the basic factor of production (Tipuric, 
1999, p. 302). H

ow
ever, know

ledge differs from
 all 

other factors because it is unlim
ited and it can not 

be spent by use. M
oreover, its im

plem
entation has 

becom
e condition sine qua non of the com

pany 
future developm

ent. This is especially evident in 
the one of the m

ost com
petitive business area - 

distribution channels. A
s distribution channels can 

be view
ed as sets of interdependent organizations 

involved in the process of m
aking a product or 

service available for consum
ption or use (S

tern, 
e

l-a
nsary and C

oughlan, 1996, p. 1; C
oughlan, 

a
nderson, S

tern and e
l-a

nsary, 2006, p. 2) the 
effectiveness and costs of the distribution depend 
on the level of education, m

otivation, adequate 
skills 

and 
interrelationships 

betw
een 

channel 
m

em
bers. The key m

em
bers of a channel are 

m
anufacturers, 

interm
ediaries 

and 
end-users. 

e
nd-users could be either business or individual 

consum
ers. A

m
ong business consum

ers, there 
are m

erchants, industrial users, institutional users, 
com

m
ercial users and horeca m

arket users. The 

m
ain purpose of this paper is to analyze internal 

sources 
of 

know
ledge 

- 
technology, 

hum
an 

resources and the com
m

unication on all levels of 
the com

pany – as the com
petitive advantages for 

C
roatian com

panies operating in H
oR

eC
a sector. 

H
oR

eC
a m

arket – the abbreviation for the m
arket of 

hotels, restaurants and café bars – in the context of 
tourism

 and hotel industry is recognized now
adays 

as 
the 

basis 
for 

the 
econom

ic 
developm

ent 
strategy of the C

roatian econom
y. C

om
pared to 

the highly developed E
U

 H
oR

eC
a m

arket, C
roatian 

m
arket is still fragm

ented and sm
all num

ber of 
com

panies generate 70%
 of the  revenues in this 

sector. A
lthough this sector has still not been w

ell 
analyzed, its potential has been recognized by 
C

roatian producers and distribution com
panies. 

There are som
e elem

ents that should be taken into 
account w

hen entering and organizing business 
in H

oR
eC

a channel such as: active assortm
ent 

adjustm
ent, 

the 
expansion 

of 
the 

distribution 
points, prom

otion, the increase of the service 
levels, im

provem
ents in logistics and technology, 

hum
an resources, etc. The paper begins w

ith the 
short theoretical background w

here authors give 
the insight into various definitions and typology 
of know

ledge and w
ith a discussion about the 

reasons w
hy sources of know

ledge has strategic 
im

portance 
for 

labour-intensive 
service-based 

industry such as H
oR

eC
a channel distribution. 

The 
short 

review
 

of 
literature 

know
ledge 

and 
H

oR
eC

a industry is given to provide a background 
for the study. Then a research study exam

ining 
the im

portance of internal know
ledge com

ponents 
for 

the 
com

petitiveness 
of 

H
oR

eC
a 

channel 
m

em
bers is presented. A

fter that, results of the 
study are given. Finally, the results are discussed 
w

ith an em
phasis on the im

portance of know
ledge 

and education on the C
roatian H

oR
eC

a channel 
industry and the ability for som

e im
provem

ents in 
this sector. Focusing on the m

arket of a transitional 
country this paper gives us insight into the m

arket 
w

ith strong strategic position in the developm
ent of 

the C
roatian econom

y. 

d
efinition and typology of know

ledge
M

any papers in econom
ic literature discuss the 

definition of the know
ledge of a com

pany and 
the 

role 
of 

the 
know

ledge 
in 

com
petitiveness 

im
provem

ent.

D
rucker says that the know

ledge is a phenom
enon 

different than data and inform
ation and therefore, 

it is necessary to m
ake distinction betw

een the 

know
ledge, data and inform

ation. W
hile data is a 

fact (num
ber or w

ord) that can be stated w
ithout 

any purpose, m
eaning or explanation; inform

ation 
is the result of data processing and its purpose is 
elim

ination of the uncertainty in decision m
aking 

process. O
n the other hand, know

ledge is the result 
of inform

ation synthesis. It com
prises com

plex 
term

s and structures that are based on m
odels 

that describe a process or object and activity to 
be achieved. Therefore, D

rucker (1992) defines 
know

ledge as inform
ation that change behavior 

and provoke action.

S
lightly 

different 
definition 

is 
given 

by 
S

rica 
(1994) w

ho defines know
ledge as a set of m

odels 
w

hich represent, explain and foresee behavior of 
subjects and phenom

ena. O
ne of the m

ost cited 
know

ledge definition is given by D
avenport and 

P
rusak (1998:5). they define know

ledge as a 
fluid m

ix of fram
ed experience, values, contextual 

inform
ation, and expert insight that provides a 

fram
ew

ork for evaluating and incorporating new
 

experiences and inform
ation. A

lso they state that 
know

ledge is created and located in the m
inds of 

know
er and that in organizations, it often becom

es 
em

bedded not only in docum
ents or repositories 

but also in organizational routines, processes, 
practices, and norm

s. 

There 
are 

several 
classifications 

of 
business 

know
ledge. 

A
ccording 

the 
tim

e 
perspective, 

S
rica 

(1994) 
classifies 

know
ledge 

into 
three 

categories: (1) perm
anent know

ledge that rem
ains 

unchanged over the tim
e (such as law

 of nature), 
(2) periodically renew

ed know
ledge that changes 

in som
e period of tim

e (such as business politics 
and/or 

financial 
statem

ents), 
and 

(3) 
dynam

ic 
know

ledge that changes on regular basis (such as 
m

arket conditions). 

A
ccording 

to 
the 

possibility 
of 

form
alization, 

N
onaka and Takeuchi (1995) elaborate know

ledge 
classification into: (1) explicit know

ledge that can 
be form

alized into som
e codified form

 (such as a 
book, dictionary, database, docum

ent and so on), 
and (2) tacit know

ledge w
hich is the product of 

the experience and w
hich cannot be codified and 

form
alized.

B
ased on detailed analysis of different know

ledge 
definitions in recent literature, according to the 
subject of know

ledge, jashapara (2004) im
plies 

that m
ost definitions of know

ledge distinct: (1) 
know

ing w
hat or declarative know

ledge and (2) 
know

ing how
 or procedural know

ledge. 
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K
now

ledge of a com
pany can be classified by 

criterion of its origin or by sources of the know
ledge. 

A
ccording to this criterion w

e differ: (1) know
ledge 

from
 internal sources and (2) know

ledge form
 

external 
sources. 

Internal 
know

ledge 
sources 

are those inside the com
pany, usually they are 

ow
ned and/or controlled by a com

pany. Internal 
know

ledge sources are: em
ployees w

ho use their 
com

petences to create new
 know

ledge inside 
the 

com
pany, 

databases, 
business 

docum
ents 

archives, 
books, 

journals, 
research 

papers, 
com

pany’s intranet, inform
ation portal etc. E

xternal 
know

ledge sources are those located outside of 
the com

pany. U
sually, com

pany does not create 
nor control such know

ledge. E
xternal know

ledge 
sources are: libraries, Internet, databases of the 
consultants or research agencies or governm

ent, 
extranets, inform

ation portals and w
eb sites of 

other com
panies, business com

m
unication and 

docum
entation received from

 business partners 
etc.

In this paper, latter m
entioned criterion w

as the 
base for the experim

ental part of the research. In 
the research internal know

ledge sources are to be 
in the focus.

O
rganizational know

ledge lifecycle 
m

odels 
In the recent m

anagem
ent literature there are tw

o 
m

ost cited m
odels of organizational know

ledge 
creation. The first is proposed by N

onaka and 
Takeuchi in the book “The know

ledge creating 
com

pany” (1995) and the second is given by 
D

avenport 
and 

P
rusak 

in 
the 

book 
“W

orking 
know

ledge” (1998). 

d
avenport and P

rusak (1998) state that com
pany 

can be observed as a know
ledge m

arketplace. 
O

n such m
arketplace buyers (those w

ho need 
know

ledge in order to solve som
e problem

), sellers 
(those w

ho posses the know
ledge on a subject 

or process) and brokers (those w
ho interm

ediate 
betw

een one w
ho need and one w

ho posses the 
know

ledge) exchange know
ledge on the bases 

of 
m

arket 
principles 

by 
using 

three 
paym

ent 
instrum

ents: reciprocity, reputation and altruism
. 

a
ccording to d

avenport and P
rusak (1998), in 

such circum
stances, there are 3 basic processes 

at know
ledge lifecycle: (1) know

ledge creation, 
(2) know

ledge codification, and (3) know
ledge 

transfer. 

N
onaka and takeuchi (1995:57-71) are basing 

their m
odel on P

olanyi’s know
ledge distinction 

(1966) betw
een tw

o basic know
ledge types: (1) 

explicit and (2) tacit know
ledge. E

xplicit know
ledge 

is know
ledge that can be articulated, codified and 

stored and transferred by m
eans of certain m

edia. 
O

n the other hand, tacit know
ledge is intangible 

know
ledge that cannot be codified nor stored on 

m
edia, it is typically intuitive and stored in hum

an 
brains and it usually refers to skills and experience 
of em

ployees.

N
onaka and Takeuchi exam

ine the w
ay in w

hich 
know

ledge is transform
ed form

 explicit to tacit 
and vice versa. They explain know

ledge lifecycle 
by the m

odel of S
E

C
I spiral. S

E
C

I is the acronym
 

for: socialization, externalization, com
bination and 

internalization. The m
odel is fully described by 

N
onaka, Toyam

a, and B
yosière (2001). 

C
roatian H

oreca m
arket analysis

The hotel, restaurant and catering sector, H
oreca 

sector is one of the fastest grow
ing sectors in 

E
urope. 

A
ccording 

to 
the 

E
urostat 

(http://osha.europa.
eu/en/sector/horeca) 

m
ore 

than 
7.8 

m
illion 

people w
ere em

ployed in E
U

 in this sector but 
characteristics of jobs are tem

porality, irregularity 
of hours, and low

 paym
ent. 

The sector includes the distribution of food and 
beverages 

and 
nonfood 

logistics 
as 

w
ell. 

A
s 

generally recognized theory states that the future 
econom

ic developm
ent strategy of C

roatia should 
be based on tourism

, hotel and restaurant activity 
in the context of tourism

 has m
any business 

possibilities. 
The 

H
oR

eC
a 

m
arket 

consists 
of 

hotels, restaurants and bars, cam
ping sites, youth 

hostels and canteens.

95%
 of this sector consists of sm

all and m
edium

 
sized com

panies, and it is grow
ing m

ore dynam
ic 

than any other area of the econom
y (according to 

som
e forecasts, w

e expect 5%
 increase annually). 

The structure of em
ployees in H

oR
eC

a sector 
differs a lot from

 m
any other sectors. There is a high 

proportion of young people and w
om

en w
orking in 

this sector. In praxis, this sector is characterized 
w

ith high level of stress, harassm
ent and even 

violence from
 custom

ers, high level of evening and 
w

eekend w
orking, heavy w

orkloads, etc. There are 
only few

 career prospects because of the structure 

of this sector (sm
all com

panies w
ith less than 10 

em
ployees in m

ost cases). 

C
roatian 

H
or

eC
a 

m
arket 

consists 
of 

24000 
business entities and m

ore than 50%
 of them

 are 
café bars.  C

roatian H
oR

eC
a channel distribution 

is w
ell developed but there is still no com

pany, like 
Italian M

arr, w
hich operates only in this sector. 

P
roducers directly supply alm

ost 30%
 of H

oR
eC

a 
m

arket. 
 

There 
is 

also 
the 

group 
of 

trading 
com

panies like G
astro group (strategic alliance of 

36 w
holesale entities), M

etro (the m
em

ber of the 
M

etro G
roup and operates as a w

holesale store on 
the C

roatian m
arket), Velpro (the m

em
ber of the 

leading vertical m
arketing system

 in C
roatia and 

operates as a w
holesaler) and G

etro (the retail 
chain stores w

hich entered the C
roatian m

arket 
first as cash&

carry w
holesaler) w

hich supply the 
rest of 70%

 of the H
oR

eC
a m

arket. The structure 
of the C

roatian H
oR

eC
a m

arket is as follow
s: 50%

 
café bars, 15%

 hotels, 25%
 restaurants and 10%

 
other institutions. H

ow
ever, C

roatian m
arket is 

segm
ented and the offer is divided into food and 

non food distribution. A
ccording to the expert from

 
the analyzed area, dom

estic distribution com
panies 

recognized the im
portance to investigate the need 

of their m
arket and started to extend and to fill up 

their assortm
ent. they introduced half-finished 

and frozen food in their offer, started to develop 
com

m
unication w

ith other channel m
em

bers and 
producers 

as 
w

ell 
(m

any 
com

panies 
organize 

sem
inars and presentations for the custom

ers, 
m

ake 
arrangem

ents 
w

ith 
the 

C
roatian 

hotel 
association, etc.). A

fter the 1st of January 2009, 
the C

A
C

P quality system
 should be im

plem
ented 

in every com
pany. A

lso, com
panies consider total 

quality m
anagem

ent as the key tool for successful 
operating in this sector. 

R
esearch m

ethodology

The questionnaire structure
E

xperim
ental part of this paper is oriented tow

ards 
internal know

ledge sources and their usage in 
H

oR
eC

a distribution channel. O
n the basis of the 

described m
odels of know

ledge lifecycle, m
odel of 

internal know
ledge sources is created.

In 
previously 

described 
m

odels 
of 

know
ledge 

lifecycle 
w

e 
can 

notice 
that 

there 
are 

basic 
com

ponents regarding internal know
ledge. Those 

are:  

em
ployees

inform
ation technology

cooperation betw
een em

ployees.

E
m

ployees w
ho w

ork inside the com
pany posses 

som
e level of know

ledge that is to be incorporated 
in products, services and processes in order to 
com

plete business transaction and to achieve som
e 

business goal. The level of their know
ledge can be 

im
proved by lifelong education and trainings.

Inform
ation 

technology 
is 

the 
backbone 

of 
a 

com
pany. A

ccording to both know
ledge lifecycle 

m
odels, it can significantly im

prove know
ledge 

flow
s 

w
ithin 

the 
com

pany, 
but 

also 
betw

een 
com

pany and its environm
ent. O

n one hand, it is 
used to store and process data and inform

ation, 
and on the other hand, it is the valuable source 
in 

the 
process 

of 
new

 
know

ledge 
generation 

process.

E
m

ployees cooperate in order to accom
plish som

e 
business process and provide better service to 
custom

ers, but also in order to develop new
 product 

and service. In both know
ledge lifecycle m

odels, 
cooperation betw

een em
ployees is significant w

ay 
to achieve better know

ledge flow
s and, thus, to 

im
prove know

ledge creation process. C
ooperation 

happens 
on 

form
al 

and 
inform

al 
basis. 

B
oth 

m
entioned m

odels stress out the necessity of trust 
building betw

een em
ployees and introduction of 

fair rew
arding system

 in the process of know
ledge 

creation.

In questionnaire design process, several research 
papers and case studies in the field of know

ledge 
m

anagem
ent w

ere analyzed in order to im
prove the 

questionnaire and overall experim
ental research 

m
ethodology. The m

ost influential papers for this 
purpose w

ere:  M
archand et al. (2001), D

arroch 
(2005, 2003, 2002); k

alling (2003) te H
asan, a

l-
H

aw
ari (2003) and a

l-H
aw

ari (2007). 

M
archand 

et 
al. 

(2001) 
propose 

research 
m

ethodology for the investigation of interrelation 
of 

practical 
inform

ation 
technology 

usage, 
m

anagerial processes in inform
ation m

anagem
ent 

and 
estim

ated 
inform

ation 
value. 

S
uggested 

m
ethodology is applied on the sam

ple of com
panies 

in G
reat B

ritain. 

D
arroch (2003) develops ow

n m
etric m

odel for 
evaluation 

of 
m

anagem
ent 

attitudes 
tow

ards 
know

ledge in follow
ing know

ledge m
anagem

ent 

1.2.3.
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segm
ents: 

(a) 
know

ledge 
acquisition, 

(b) 
know

ledge dissem
ination and (c) responsiveness 

to know
ledge. D

esigned m
odel is used on the 

sam
ple of m

anagers of large com
panies in different 

industries (see D
arroch, 2002 and 2005). 

K
alling 

(2003) 
im

plies 
that 

there 
are 

several 
em

erging issues regarding know
ledge utilization in 

com
panies. A

lso, he points out that increasing of 
know

ledge doesn’t necessarily m
ean that com

pany 
w

ill becom
e m

ore com
petitive. Therefore, on the 

basis of findings gathered throughout qualitative 
research 

on 
the 

sam
ple 

of 
large 

E
uropean 

m
ultinational m

anufacturer, he identifies possible 
solutions that can im

prove know
ledge usability. 

H
asan, a

l-H
aw

ari (2003) and a
l-H

aw
ari (2007) 

recom
m

end a m
odel of know

ledge space (k
-space) 

needed 
for 

know
ledge 

creation 
im

provem
ent. 

a
lso, they state that there are 4 dom

inant patterns 
in know

ledge m
anagem

ent, those are: acquisition, 
standardization, system

atization and articulation 
of know

ledge. Their survey show
s that know

ledge 
articulation 

is 
the 

m
ost 

im
portant 

know
ledge 

m
anagem

ent style in the service industry. 

The 
research 

questionnaire 
consisted 

of 
15 

questions 
divided 

in 
4 

segm
ents: 

(1) 
general 

questions on com
pany, (2) questions on inform

ation 
technology usage as a supportive function of 
know

ledge 
creation 

process, 
(3) 

questions 
regarding 

em
ployees 

as 
the 

m
ain 

source 
of 

know
ledge w

ithin the com
pany, and (4) questions 

on m
ethodology used for cooperation stim

ulation 
inside the com

pany.

The aim
 of the first segm

ent is to find out w
hat is 

the size and prevailing activity of the com
pany. In 

that segm
ent, questions on num

ber of em
ployees, 

revenue and several questions on business activity 
w

ere asked. 

S
econd segm

ent w
ere questions on inform

ation 
technology. The goal of this segm

ent is to find 
out how

 com
panies in this industry use IT at the 

m
om

ent, w
hich IT tools are in use, and w

hat are the 
plans regarding IT investm

ents in the future. A
lso, 

the question on usage of the know
ledge previously 

stored in databases is asked separately.

In the segm
ent w

ith questions on em
ployees, firstly, 

the proportion of highly educated people in overall 
em

ploym
ent structure is asked. Then, several 

questions on lifelong learning are asked, from
 the 

strategic position of continuous education, through 
stim

ulation 
m

ethods, 
to 

the 
strategic 

relation 
developm

ent w
ith educational institutions. A

lso, 
the question on the m

ost useful type of know
ledge 

is asked.

Final 
part 

of 
the 

questionnaire 
w

as 
the 

part 
regarding cooperation betw

een em
ployees. In this 

segm
ent, question on the existence of stim

ulation 
m

ethods for cooperation are asked. Those are 
m

ethods 
for 

trust 
building, 

em
ployee’s 

loyalty 
developm

ent, error and failures treatm
ent and so 

on.

S
am

ple description 
The study w

as conducted on the group of 39 
C

roatian com
panies (hotels, restaurants and snack 

bars) operating in H
oR

eC
a sector in D

ecem
ber 

2008. the characteristics of surveyed sam
ple are 

outlined in Table 1.

R
espondents 

w
ere 

m
anagers/ow

ners 
of 

com
panies. 

A
s 

there 
is 

no 
study 

concerning 
education level of com

panies in H
oR

eC
a sector, 

w
e can analyze only secondary data in the area 

of hotel&
restaurants industry. A

ccording to those 
data and to the survey conducted by P

oloski Vokic 
(2008, p. 1930), hotel industry em

ployees are one 
of the least educated groups of em

ployees. 

The results of this survey confirm
 secondary data 

because 
the 

highest 
percentage 

of 
surveyed 

com
panies’ em

ployees has 3 years- high school 
education (64,1%

). the sam
e situation is concerning 

m
anagers’ level of education, because the highest 

percentage of m
anagers/ow

ners of com
panies has 

got 3 years- high school education level (35,9%
). 

H
ow

ever, there should be pointed out that there 
is high level of m

anagers/ow
ners w

ith university 
diplom

as (33,3%
). There w

e can conclude that the 
need for educated and know

ledgeable em
ployees 

in the m
anagem

ent sector has been recognized in 
som

e C
roatian H

oR
eC

a industry com
panies.  

Table 1 Profile of the com
panies in the sam

ple
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R
esults 

A
s the research instrum

ent consisted of three 
m

ain parts: 

inform
ation technology usage as a supportive 

function of know
ledge creation process, 

em
ployees as the m

ain source of know
ledge 

w
ithin the com

pany, and 

m
ethodology used for cooperation stim

ulation 
inside the com

pany, 

the 
presentation 

of 
the 

results 
is 

organized 
accordingly.

Inform
ation technology usage as a 

supportive function of know
ledge creation 

process
A

s 
Figure 

1 
show

s, 
the 

highest 
percentage 

of 
surveyed 

com
panies 

considers 
inform

ation 
technology as the com

ponent of the com
pany’s 

strategy. 
H

ow
ever, 

technology 
investm

ents 
are included in the financial plan only of som

e 
com

panies. O
ne negative conclusion w

as deduced 
from

 this research concerning investm
ents devoted 

to inform
ation technology. A

s Figure 1 show
s, the 

largest percentage of surveyed com
panies does 

not invest large sources in com
puter education 

of their em
ployees. C

om
panies created their w

eb 
page but m

ostly for the prom
otional purposes and 

reservation purposes as w
ell. 

E
m

ployees as the m
ain source of 

know
ledge w

ithin the com
pany 

Figure 
2 

suggests 
som

e 
findings 

concerning 
strategic position of education for H

oR
eC

a sector 
although that conclusion could be draw

n from
 the 

survey of m
any other C

roatian industries. First of 
all, the m

ajority of respondents agree that senior 
m

anagers participate in teaching m
ore often than 

low
er 

levels 
of 

m
anagem

ent, 
that 

regulations 
forced com

pany to organize em
ployees training 

and that em
ployees w

ork norm
ally during their 

trainings, participating trainings in their free tim
e. 

W
hen w

e analyze involvem
ents of com

panies 
in the further developm

ent of their em
ployees’ 

know
ledge, the survey show

s that the highest 
percentage of the surveyed com

panies has no 
internal trainings neither they have trainings of new

 

1.2.3.

procedure very often. A
lso, respondents believe 

that trainings do not provide them
 w

ith certificates 
favorable for new

 jobs. The findings reveal the low
 

level of cooperation betw
een H

oR
eC

a sector and 
institutions of education and the low

 level of interest 
for the developm

ent of cooperation betw
een them

 
as w

ell. 

The results in Figure 3 support findings m
entioned 

above. P
recisely, m

ore than 50%
 of respondents 

(53,85%
) responded that com

pany does not invest 
in education of their em

ployees. In other w
ords, 

com
panies in the H

oR
eC

a sector do not find 
continuous education of em

ployees im
portant for 

their business.

Figure 
4 

show
 

w
hat 

different 
know

ledge 
and 

skills are present in H
oR

eC
a channel com

panies. 
Figure 4 illustrates that for the highest percentage 
of respondents foreign languages, com

m
unication 

skills, 
specific 

business 
skills 

and 
business 

ethics are am
ong the m

ost im
portant ones. The 

low
est percentage of respondents is interested in 

analytical m
ethods (2,63%

). 

M
ethodology used for cooperation 

stim
ulation inside the com

pany
This 

part 
of 

the 
questionnaire 

w
as 

the 
part 

regarding cooperation betw
een em

ployees. There 
are 11 statem

ents (Table 2) w
hich help us to 

obtain the com
plete picture about the stim

ulation 
of cooperation inside the com

pany. The research 
instrum

ent asked respondents to evaluate the 
im

portance of statem
ents using 5-point likert scale 

w
hich ranged from

 5=strongly agree to 1=strongly 
disagree. The results show

 that know
ledge is 

highly valued in the largest num
ber of investigated 

com
panies. 

46,2%
 

of 
respondents 

think 
their 

com
panies find know

ledge of their em
ployees 

im
portant for further business perform

ance w
hat is 

contradictory to the findings of sources they invest 
in education (Figure 3). 

R
esults suggest that C

roatian m
anagers believe 

in adequate rew
arding system

 in their com
panies 

(m
ore than 50%

 of respondents agreed w
ith such 

a statem
ent). A

ccordingly, w
e expected effort in 

developing confidence betw
een em

ployees for 
exam

ple, by organizing their inform
al m

eetings in 
their free tim

e. 

Figure 1. The inform
ation technology usage as a supportive function of know

ledge creation 
process (       agree;        partly agree;       not agree)

Figure 2. Em
ployees as the m

ain source of know
ledge w

ithin the com
pany (       agree;        

partly agree;       not agree)   
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Figure 3 C
om

pany involvem
ent in education financing 

Figure 4 K
now

ledge/skills that are im
portant for the com

pany

Table 2 M
ethodology used for cooperation stim

ulation inside the com
pany.

H
ow

ever, the highest percentage of respondents 
(41%

) suggests that com
pany does not develop 

confidence 
betw

een 
em

ployees, 
neither 

does 
initiate 

loyalty 
of 

em
ployees 

(alm
ost 

40%
 

of 
respondents does not agree that their com

pany 
initiate em

ployees’ loyalty) by giving them
 m

obile 
official phones, allow

ing them
 favorable credit 

lines, etc.

W
hen w

e asked respondents about the intellectual 
ow

nership culture in their com
panies, the highest 

percentage 
of 

them
 

(38,4%
) 

answ
ered 

that 
the situations w

hen one em
ployee m

akes the 
im

provem
ent and the other one is aw

arded is very 
rare in their com

pany. 

The results of this section could also explain the 
findings in the Figure 3, w

hich illustrates that the 
highest percentage of com

panies does not invest 
in education. P

recisely, the highest percentage of 
respondents (39,5%

) does not agree that they ow
e 

their business increase to inform
ation technology 

and the highest percentage of respondents (44,8%
) 

does 
not 

agree 
that 

they 
ow

e 
their 

business 
increase to their em

ployees’ know
ledge. 

C
onclusion

The developm
ent of inform

ation society brings 
know

ledge into focus of com
panies in different 

industries. K
now

ledge is becom
ing recognized 

as 
a 

new
 

econom
ic 

resource 
w

hich 
has 

to 
be 

incorporated 
into 

products, 
services 

and 
processes. 

H
oR

eC
a sector is one of the fastest grow

ing sectors 
in E

urope and in C
roatia as w

ell. In this paper the 
attitudes tow

ards know
ledge and im

plem
entation 

of 
know

ledge 
theory 

in 
practice 

of 
C

roatian 
com

panies in H
oR

eC
a sector is discussed.

The 
results 

of 
the 

em
pirical 

research 
show

 
that com

panies have a good attitude tow
ards 

know
ledge 

resources 
in 

general, 
but 

w
hen 

w
e com

e to questions on investm
ent both on 

inform
ation and continuous education, the results 

are not so optim
istic. For instance, m

ore than 50%
 

of respondents stated that com
pany does not 

invest in education of their em
ployees.

A
lso, a large num

ber of respondents do not believe 
that business increase in previous period resulted 
out know

ledge related investm
ents.

N
ot only com

panies have such negative opinion 
on know

ledge investm
ents, but also they show

 
that em

ployees are not treated as a valuable 
know

ledge resource of a com
pany. R

elatively high 
percentage of respondents state that com

panies 
do not encourage confidence betw

een em
ployees 

in order to create a clim
ate of know

ledge sharing, 
nor stim

ulate loyalty of em
ployees.

S
uch attitude to internal know

ledge resources 
on long-tim

e level can cause loss of com
petitive 

ability of a com
pany because the level of service 

have to be constantly im
proved in order to achieve 

business 
excellence. 

Therefore, 
com

panies 
in 

this sector should rethink the w
ay in w

hich they 
treat know

ledge and they have to build politics of 
continuous education in order to m

aintain their 
com

petitive level.
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form
s the core of our analysis but at the sam

e tim
e, 

it is a difficult distinction to m
ake. For exam

ple 
policy instability and uncertainty though classified 
as a form

al constraint

is also very closely related to official attitudes 
(w

hich are inform
al constraints). O

ne of the m
ain 

problem
s encountered is the ability to em

pirically 
distinguish betw

een these categories. M
oreover, if 

a survey only asks if ‘business inspections’ present 
a business barrier it rem

ains unclear as to w
hether 

business inspections as such are a barrier or if 
it is actually the ‘rent seeking’ characteristic of 
business inspections that form

s the barrier. In our 
m

odel, w
e w

ould classify these tw
o as distinctly 

different. The form
er is a form

al barrier and the 
latter an inform

al barrier. B
ut if a survey does not 

ask for the distinction, than w
e can not extract this 

subtle difference from
 the data available. In this 

sense, qualitative interview
 data provides m

ore 
depth and detail w

hich facilitates m
ore fine-tuned 

classification than quantitative data.

H
ow

ever, 
em

pirical 
research 

could 
very 

w
ell 

capture 
these 

institutional 
differences 

if 
the 

questions are form
ulated properly.

A
nother im

portant issue regarding S
M

E
 barriers 

and 
transitional 

stages 
is 

the 
fact 

that 
the 

general 
characteristics 

of 
S

M
E

s 
prevalent 

at 
the 

different 
transitional 

stages 
are 

changing 
as w

ell. O
ne could expect m

ore basic types of 
arbitrage 

entrepreneurship 
to 

dom
inate 

in 
the 

early stages of transition w
ith m

ore sophisticated 
form

s of entrepreneurship (based on for exam
ple, 

technological 
com

petitiveness) 
to 

increase 
as 

the m
arket becom

es m
ore com

petitive in later 
transition stages. Therefore our results probably 
reflect the changes to barriers that are significant 
for different form

s of S
M

E
s as m

uch as for the 
transition stage.
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A
bstract:

In the history of the industrial developm
ent and 

successful enterprises it is possible to find a lot 
of 

literature 
on 

‘learning 
organizations’. 

This 
literature includes everything from

 the conditions 
in enterprises, to organisational culture, leadership 
behaviour, com

m
unication in organization, daily 

w
orking and even on life in enterprises. These 

them
es usually sum

 up to directions on learning 
processes in the enterprises and in how

 to build 
up a ‘learning culture’. In this sense this ‘learning 
culture’ guarantees the continuing increase and 
innovative w

ays for organisations to w
eather m

arket 
cycles and thus continue operating successfully.

W
hen 

doing 
an 

extensive 
literature 

research 
on 

‘learning 
organisations’ 

there 
are 

different 
theoretical groundings, for exam

ple the theory 
on ‘learning cultures’ rooted in S

chein’s concept 
of organisation culture w

ith three levels  (S
chein, 

2000). 
S

ackm
ann 

(2004) 
converted 

and 
differentiated these three levels. The level of the 
values and standards realizable are still visible, 
but not necessarily lived values in rules and/or 
standards, w

hich happen in business acting. 

H
ere ‘learning organisations’ assum

e a fram
ew

ork, 
w

hich m
eans all m

ethods and inform
ation m

ust 
be visible and transparent to be able to get an 
understanding 

of 
behaviour. 

S
enge 

says 
that 

only then the context is ready for change (S
enge, 

2001). There are different learning types, w
hich 

are described by S
chein and N

oer w
ith respect 

to 
handling 

changes 
and 

states. 
H

ere 
the 

em
ployees (‚individual learner’) of an organisation 

are responsible for a successful learning in the 
organisation 

(‘organisational 
learning’) 

(N
oer, 

1998; S
chein, 2000).  K

luge (1999) sum
m

arizes, 
an 

experienced 
learning 

can 
only 

be 
used 

successfully if a com
pany schedules enough tim

e 
for it and allow

s the execution of an analysis of 
the problem

atic period and the decisions that 
are m

ade w
ith m

any unknow
ns. K

now
ledge and 

experience are inherent in all em
ployees and it is 

the task of experienced m
anagem

ent to m
ake this 

m
anifold resource appropriable. 

K
ey-w

ords:

• 
Learning organisation

• 
Learning culture

• 
Individual learning

• 
O

rganisational learning

antje.duden@
fhv.at

„B
y the globalization progressing alw

ays further 
each technology w

ill have to be procured for 
each enterprise. The only rem

aining com
petition 

advantage are the em
ployees and co-w

orkers. “ 
(B

ertels, 2008, p. 9)

This statem
ent sum

m
arizes thoughts of m

any 
authors 

and 
the 

m
ain 

body 
of 

literature 
in 

organisational 
behaviour. 

It 
points 

out 
the 

im
portance 

of 
the 

possibilities 
of 

individual 
learning in organisations. Therefore, the goal for 
the research project is to find an integrated m

odel 
of learning processes in organisations. Thereby 
the m

ain aim
 is to find out influences and insights 

that w
ill help business organisations and their 

em
ployees to get know

n of the circum
stances 

and m
ethods they need to develop an innovative 

approach 
to 

im
plem

ent 
successful 

learning 
processes. The result of this research should give 
an answ

er, w
hich m

ethods w
ill help a com

pany to 
survive in a com

petitive position.

To get a fundam
ental basis for the w

hole research 
project, first of all an in-depth literature review

 
including definitions of basic term

s w
as done. The 

first results of this literature review
 w

ill be com
piled 

in this article and give an overview
 about a learning 

organisation and the influence of the individual and 
organisational learning. B

ut also a short outlook 
about the further research steps w

ill be given.
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Learning C
ulture

S
everal authors provide different m

odels in the 
description of ‘learning organisations’ for exam

ple, 
looking at the culture of an enterprise such as the 
theory on ‘learning cultures’ rooted in S

chein’s 
(1985) concept of organisation culture (B

urns 1996; 
B

urns/S
talker 1997; B

urrell/M
organ 1985; S

chein, 
1985/1995). a

ccording to S
chein (2000), each 

enterprise has three levels of culture: the topm
ost 

level consists of artefacts; obvious and observable 
facts such as clothing, architecture and interior 
design w

ithin a ‘corporate identity‘. The second 
level contains values and standards, m

eaning 
obliging regulations for collective behaviour, as 
it is to be found in organisational guidelines. The 
third and m

ost profound level covers the m
ost 

elem
entary and deeply entrenched attitudes and 

convictions w
hich, even if detectable from

 an 
outside point of view

 is hard to decode and allow
s 

various interpretations and speculations. 

S
ackm

ann (2004) tries to m
ake this theoretical 

m
odel practical; she m

akes a further distinction in 
the second level, show

ing that there are on the one 
hand side norm

s and values that are show
n but 

not lived out and on the other hand side rules and 
standards that are com

m
onplace and thus also 

taking place in entrepreneurial actions. S
he refers 

to this phenom
enon as the ‘iceberg m

odel’. There 
are not visible and visible, lived and not lived, deeply 
em

bodied in personal and business behaviours. 
This to know

 is im
portant for organisations in order 

to create a culture of learning.

B
esides the historic developm

ents of organisational 
m

odels, processes such as Taylor’s (1913) classic 
approach ‘S

cientific M
anagem

ent’  show
s that 

corporate processes and structures can be split 
depending on the tasks. The ‘H

um
an R

elations 
m

ovem
ent’, w

hich focussed a hum
anization of 

w
ork follow

ed in the m
iddle of the 60’s, doesn’t 

reject those approaches. B
urns (1998) classifies 

organisational structures into three system
s: first 

of all there are ‘form
al, authoritative structures’ 

w
hich originate from

 corporate goals, often show
n 

in 
organisation 

charts 
and 

w
ork 

instructions. 
Furtherm

ore, the organisation has so-called ‘life-
environm

ents’ in w
hich people plan their personal 

career fitting into the aforem
entioned structures 

and thus putting them
 into practice. The ‘political 

system
’ can be m

entioned as third dim
ension: 

people and departm
ents collaborate, co-operate 

or 
com

pete 
w

ith 
one 

another. 
B

urns 
judges 

businesses that adjust to form
al structures and 

system
s only as ‘not survivable’ (K

rohm
er, 1999). 

This m
eans that all persons involved in the process 

have to be integrated into the com
pany actively 

in order to im
prove and, if necessary, redefine 

the structures and finally integrative and political 
system

s w
ill be included. 

These are all classified w
ith different criteria and 

effects in an organisation w
hich has to learn 

(A
gyris, 1999) and this is im

portant, because this 
is the grounding for a relationship betw

een the 
em

ployee and the m
anagem

ent and the roots 
for a good learning culture. Therefore, creating 
‘organisational culture’ m

eans creating the basis for 
‘learning organisations’ and thus is the prerequisite 
for successful learning in organisations.

Therefore, creating ‘organisational culture’ m
eans 

creating the basis for ‘learning organisations’ and 
thus is the prerequisite for successful learning in 
organisations.

Individual Learning
C

onsidering the m
entioned approach it is im

portant 
to find out, w

hich learning types are in place in 
the relevant organisations, in order to create the 
appropriate conditions for successful learning.

S
chein (1985/1995) m

akes a distinction betw
een 

tw
o different learning types: the positive ‘problem

 
solver’ and the ‘pain and anxiety reducer’. B

oth 
types are based on the classic concept of operant 
conditioning, a behaviouristic m

odel. It im
plies 

a m
otive that triggers behaviour and results in 

the consequences of this behaviour. Tw
o steps 

are 
distinguishable: 

in 
the 

first 
one, 

learning 
corresponding to the principle of positive problem

 
solving takes place, in the second step it takes 
place in accordance to the ‘avoidance learning’ so 
as to reduce fears. H

ow
ever, in an organisation 

often m
ore than those tw

o types can be found. 

N
oer (1998) talks about four different learning-

types w
hich can be depicted in form

 of a quadrant. 
The first one, the ‘overw

helm
ed type’ w

ithdraw
s 

and avoids, thus show
ing neither the ability nor the 

w
illingness to learn. the next type, the ‘show

-off’ 
exhibits a high m

otivation for learning; how
ever, the 

w
illingness for change is negligible. Furtherm

ore 
there is the ‘entrenched type’ w

ho likes sticking 
to behaviour patterns; he is ready to change but 
not w

illing to learn. The final type is the ‘suprem
e 

learner’. H
e tackles problem

s and progresses. D
ue 

to his w
illingness to learn, his openness tow

ards 

change and his ability to grow
 w

ith each challenge, 
he is the optim

um
 of an individual learner. A

t best, 
this type should be in the role of an executive or 
put in a leading position in learning processes, 
as those processes can com

e w
ith relapses and 

their im
plem

entation into daily practice takes tim
e 

(N
oer, 1998). 

K
luge 

(1999) 
discerns 

individual 
learning 

in 
com

panies 
into 

classical, 
separate 

learning 
processes such as training of em

ployees in areas 
such as sale, com

m
unication, project m

anagem
ent 

etc. on the one side and learning from
 experience 

on the other side. “Learning by experience” m
eans 

that 
em

ployees 
participate 

in 
the 

process 
of 

problem
 solving by collecting, arranging, testing, 

verifying, providing and updating experiences. B
y 

doing so the em
ployees get the chance to contribute 

through their experience and reflect on ow
n actions. 

H
ow

ever, this benefit of experienced learning can 
only be used successfully if a com

pany schedules 
enough tim

e for it and allow
s the execution of an 

analysis of the problem
atic period and the decisions 

that are m
ade w

ith m
any unknow

ns. K
now

ledge 
and experience are inherent in all em

ployees and 
it is the task of experience m

anagem
ent to m

ake 
this m

anifold resource appropriable.

these authors w
ere ground-breaking authors at 

the tim
e but thinking has m

oved on.

O
rganisational Learning

G
eißler 

(1995) 
term

s 
individual 

learning 
as 

‘nucleus of cultural learning’ and suggests a m
odel 

of w
hich the starting point is a so-called ‘savagery’ 

in 
an 

organisation, 
again 

containing 
m

otives, 
behaviour, consequences of behaviour and the 
interdependences that have been detected therein 
(hypothetically). 

This m
odel of cultural learning surpasses S

chein’s 
m

odel 
(1985/1995) 

of 
the 

three 
levels 

‘basic 
assum

ptions’, ‘values’ and cultural assum
ptions, 

the reason for this being the fuzziness that arises 
from

 consequent application of those levels in 
real-life situations. this strict gradation cannot be 
upheld; a further refinem

ent w
ith m

ore nuances is 
necessary. 

G
eißler (1995) and H

aug (1998) splits this learning 
in cultures further into learning in groups and 
rates them

 from
 one to four – depending on their 

chronological stage of developm
ent. Those four 

stages  are reflected in any literature that focuses on 
learning in groups, though the specific term

inology 
m

ight vary. O
rganisational learning is m

ore than 
just learning in groups – it starts prior to this and 
is substantially m

ore com
plex. H

ow
ever, w

e m
ust 

not neglect the evolutionary stages of groups; 
therefore the focus of this study w

ill occasionally 
reflect upon this. If a com

pany does not learn it can 
lead to decline.

Typically 
for 

the 
individual 

and 
organisational 

learning are the w
ays describes by A

gyris called 
single- and double-loop learning.

“S
ingle-loop learning occurs w

hen m
atches are 

created, or w
hen m

ism
atches are corrected by 

changing 
actions. 

d
ouble-loop 

learning 
occurs 

w
hen m

ism
atches are corrected by first exam

ining 
and altering the governing variables and then 
the actions.” (a

gyris 1999, p. 68)  d
ouble-loop 

learning, 
involves 

questioning 
the 

role 
of 

the 
fram

ing 
and 

learning 
system

s 
w

hich 
underlie 

actual goals and strategies (op. cit.). The focus 
of m

uch of A
gyris intervention research has been 

to explore how
 organisations m

ay increase their 
capacity for double-loop learning. H

e argues that 
double-loop learning is necessary if practitioners 
and organisations are to m

ake inform
ed decisions 

in rapidly changing and often uncertain contexts 
(A

gyris 1999). 

W
ith this background, the definition for ‘learning 

culture’, ‘Individual and organisational learning’ is 
quite clear.

R
esearch G

aps and C
ontribution to 

know
ledge

N
ot discussed in the m

entioned literature is that 
there is a gap betw

een learning the theory and 
the 

actual 
learning 

processes 
happening 

in 
organisations. 

S
o after a com

prehensive review
 of the literature 

exploratory 
interview

s 
(Lam

nek, 
2005) 

w
ith 

m
em

bers (m
anagerial, staff and expert’s level) of 

a m
edium

-sized enterprise w
ill give indicators on 

the practice of learning in organisations. A
lthough 

w
ith this first step the focus w

ill be on individual 
learning, also the inform

ation on organisational 
learning processes w

ill be gathered. 
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Fig.: Single-loop and double-loop learning (A
gyris 1999, p. 68)

A
fter the qualitative research and a quantitative 

part w
ith a survey for m

em
bers of the developm

ent 
and production departm

ents, it should be possible 
to find m

anagerial behaviour or tools, w
hich help 

the organisations to learn successfully how
 to 

survive. this could be a m
odel w

ith self-dynam
ics, 

w
hich can function according a certain set of rules 

and w
ith practicable m

ethods to see challenges 
and chances for learning in the organisation and 
the handling in the practise.

W
ith respect to m

anagem
ent and psychological 

sciences, the research project w
ill include a w

ell-
founded theoretical fram

ew
ork w

ith an overview
 

of ‘corporate culture’, ‘organisation theory’ and 
‘learning 

organisations’ 
and 

their 
interrelated 

fields. Furtherm
ore, this study analyzes factors 

and relevance, w
hich produces a positive learning 

culture 
to 

give 
effective 

w
ays 

for 
learning 

in 
organisations. This describes the w

hole range 
from

 the individual learner to the organisation and 
gives answ

ers how
 the m

anagem
ent can create an 

excellent learning and w
ell perform

ing environm
ent 

for their em
ployees and co-w

orkers. 

The final product w
ill be an integrative m

odel 
of learning, w

hich can be transferred into the 
practice of the w

orking surrounding. This should 
provide 

prerequisites 
helping 

to 
determ

ine 
general conditions and enhance a learning culture 
and w

ill thus hopefully ensure the success of 
organisations.

O
utlook

S
o after a com

prehensive review
 of the literature 

the next step is the detailed definition of the 

m
ethodological 

approach 
designed 

in 
a 

case 
study according to Yin, w

ho says “The goal is to 
design good studies and to collect, present and 
analyze data fairly.” (yin, 2008, p. 3) in this case 
study qualitative interview

s (Lam
nek, 2005) w

ith 
m

em
bers (m

anagerial, staff and expert’s level) 
w

ill give first indicators on the practice of learning 
in organisations. A

lthough w
ith this first steps the 

focus w
ill be on individual learning, it w

ill also be 
possible to get first inform

ation on organisational 
learning processes. 

The research w
ill take place in tw

o phases. A
ll 

participants of the case study are from
 the sam

e 
com

pany, 
w

hich 
has 

recorded 
an 

increasing 
grow

th 
w

ithin 
the 

last 
few

 
years. 

A
fter 

the 
results of the qualitative research are analyzed, 
a 

com
prehensive 

survey 
w

ith 
staff 

from
 

the 
developm

ent and production departm
ents w

ill be 
perform

ed in order to find out if the hypotheses, 
w

hich w
ill be developed are valid.

They can not yet be predefined but w
ill focus on 

the follow
ing topics:

D
efinition of the different indicators for a 

positive learning in organisations

D
ifferentiation betw

een hierarchical levels and 
process structures

The 
focuses 

of 
the 

quantitative 
research 

are 
the tw

o biggest departm
ents - production and 

developm
ent. 

W
ithin 

these 
departm

ents 
the 

m
ost capital is bound (cost saving effect) and the 

potential for learning is extrem
ely high. The group 

represents 
the 

departm
ent 

of 
production 

and 
developm

ent and is divided into tw
o process areas 

••

w
ith different heads. In the areas of production 

as w
ell as research and developm

ent a sam
ple 

size of all em
ployees w

ill be questioned. O
nly the 

em
ployees w

ill be questioned as the head of these 
processes / production sectors w

ill already be part 
of the qualitative survey in the first phase. 

The contribution of the research project can be 
differentiated into contributions in the theoretical 
part 

w
ith 

an 
overview

 
of 

m
odels 

of 
‘learning 

organisations’ and a participate m
odel for the 

m
anagerial behaviour in the organisation. These 

m
odels have to prepare an organisation w

ith a 
‘learning culture’ and w

ith practicable m
ethods to 

see challenges and chances for learning in the 
organisation and the handling in the practise:

Finally, this could be a m
odel w

ith self-dynam
ics, 

w
hich could function according a certain set of 

rules.
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A
bstract

W
ithout any doubt globalization is currently the 

m
ost im

portant developm
ent for econom

ies all 
over the w

orld. W
hile large com

panies very often 
react effectively and efficiently to the pressure the 
globalization causes, S

m
all and M

edium
 S

ized 
E

nterprises (S
M

E
) face a lot of problem

s. To 
overcom

e these obstacles, cooperation could be 
an appropriate m

eans. There is of course a w
ide 

range of possible form
s of cooperation, ranging 

from
 inform

al m
eetings to legally independent 

com
panies – Joint Ventures. 

In S
M

E
, there is very often one single person 

m
aking decisions of strategic relevance, i.e. the 

entrepreneur or – in case of established ventures 
– the ow

ner-m
anager. Team

ing up w
ith other 

com
panies surely has a strategic dim

ension. This 
leads to the question w

hich role decision m
akers’ 

personal factors play in term
s of m

aking decisions 
on cooperation. 

In 
this 

paper, 
the 

im
pact 

of 
attitudes 

tow
ard 

cooperative 
arrangem

ents 
in 

term
s 

of 
S

M
E

 
executives’ 

intention 
to 

cooperate 
at 

certain 
level has been investigated. M

ore specifically, 
it 

w
as 

explored 
w

hich 
of 

these 
evaluations 

influence intention and how
. In total, three groups 

of 
cooperation-related 

attitudes 
have 

been 
included 

in 
the 

analysis. 
Furtherm

ore, 
it 

w
as 

exam
ined, w

hether or not these attitudes allow
 

for distinguishing specific types of S
M

E
 decision 

m
akers. M

ore specifically, it w
as tested w

hether the 
attitudes prevalent w

ith entrepreneurs are different 
to those characterizing other S

M
E

 m
anagers. In 

order to clarify these issues, six hypotheses w
ere 

defined and analyzed based on a sam
ple of 335 

S
M

E
 from

 M
alaysia.

Findings indicate that there are indeed different 
kinds of cooperation-related attitudes w

hich im
pact 

the intention to cooperate and further influence 
the 

intensity 
of 

cooperation 
executives 

prefer. 
Furtherm

ore, there is evidence that entrepreneurs 
can be distinguished from

 other S
M

E
 m

anagers 
w

ith regard to their attitudes tow
ard cooperation. 

C
ategory:  

E
ntrepreneurship

K
eyw

ords: 
S

M
E

, 
attitude, 

cooperation, 
decision m

aker, cognition

P
hone: +49-7431-579-504

Fax:     +49-7431-579-214

E
m

ail: haug@
hs-albsig.de

P
hone: +49-7431-579-531

Fax:     +49-7431-579-214

E
m

ail: som
m

er@
hs-albsig.de
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A
bstract

A
n 

abundance 
of 

research 
corroborates 

the 
fact, that  today’s m

anagem
ent in organisations 

has to deal w
ith an increasing num

ber of highly 
educated and highly skilled w

orkers w
hose m

ajor 
task 

consists 
in 

solving 
problem

s 
rather 

than 
in 

executing 
predefined 

tasks. 
These 

w
orkers 

are called ‘experts’. H
ow

ever, the question how
 

success in expert w
ork is defined and m

easured 
rem

ains. 

In 
order 

to 
answ

er 
this 

question, 
the 

author 
has 

carried 
out 

a 
research 

in 
five 

different 
organisations w

hich are com
m

only regarded as 
‘know

ledge-intensive organisations’: a consulting 
com

pany, a softw
are developm

ent com
pany, a 

product developm
ent com

pany, a hospital and a 
university. 

The outcom
e of this research consists in tw

o basic 
findings: W

ith regard to the definition of success, 
productivity in a classic econom

ical sense is not 
regarded as a success criterion in expert w

ork. 
In respect of the m

easurem
ent of success, the 

assessm
ent of expert w

ork is usually not based on 
m

easurable criteria, but rather on a professional 
display of perform

ance and com
petence.

The paper proposes a num
ber of explanations for 

those tw
o findings by referring to further research 

results 
and 

suggests 
approaches 

in 
order 

to 
com

e to a m
ore productivity-m

inded definition of 
success as w

ell as to attain a m
ore ‘professional’ 

perform
ance assessm

ent of expert w
ork. 

K
ey W

ords

assessm
ent, 

expert, 
know

ledge 
w

orker, 
m

easurem
ent, 

perform
ance, 

productivity, 
professional, success, w

ork

justification of the question
N

early all surveys of past decades are pointing 
to a fundam

ental structural change in the labour 
m

arkets of the O
E

C
D

 countries, a change indicated 
by four correlated findings: 

Firstly, there has been, from
 1985 onw

ards, a 10 
percentage-points increase in so-called ‘derivative 
services’, 

e.g. 
consulting, 

coaching, 
teaching, 

researching, developing and m
anagem

ent w
ork 

(W
eidig et al. 1999; D

ostal &
 R

einberg 1999; 
D

ostal 2001; R
einberg &

 H
um

m
el 2002) .  

S
econdly, 

the 
num

ber 
of 

occupations 
of 

the 
categories 

‘m
anager’, 

‘professional 
occupation’ 

as w
ell as ‘associate professional and technical 

occupation’ has increased by 10 percentage points 
over the last tw

o decades (U
K

 N
ational S

tatistics 
2000; 

B
aldw

in 
&

 
B

eckstead 
2003; 

B
eckstead 

&
 

G
ellatly 

2004; 
u

k
 

N
ational 

S
tatistics 

2006; 
D

avenport 2005; U
S

 D
epartm

ent of Labor 2006; 
B

rinkley 2006).  

Thirdly, the dem
and for em

ployees w
ith an academ

ic 
education has increased by 190 percentage points 
betw

een 1975 and 2004, w
hereas the dem

and for 
em

ployees w
ith a low

er educational background 
is continually decreasing  (W

eidig et al. 1999; 
K

leinert et al. 2000; D
ostal 2001; R

einberg &
 

H
um

m
el 2002; R

einberg &
 H

um
m

el 2005; O
E

C
D

 
2006a; O

E
C

D
 2006b).

Fourthly, 
Levy 

&
 

M
urnane 

(2006) 
noted 

a 
disproportional increase in the dem

and for tw
o skill 

requirem
ents w

ithin the U
S

 labour force betw
een 

1979 and 1999: ‘expert thinking’ and ‘com
plex 

com
m

unication’. In contrast to this developm
ent, 

they observed that the dem
and for m

anual and 
routine 

cognitive 
skills 

has 
been 

continually 
decreasing w

ithin the sam
e tim

e fram
e.

These changes can be attributed to tw
o parallel 

effects (W
eidig et al. 1999; O

E
C

D
 1999; D

ostal 
&

 R
einberg 1999; B

rinkley 2006; B
rinkley &

 Lee 
2006; E

U
R

O
S

TAT 2007): on the one hand, to 

an 
econom

ico-structural 
effect 

since 
so-called 

‚know
ledge-based 

industries’ 
have 

equally 
continually 

grow
n 

over 
the 

last 
decades 

in 
respect of their proportion in the gross dom

estic 
product as w

ell as in respect of their num
bers of 

em
ployees. O

n the other hand, to a qualification-
centered structural effect, since the dem

and for 
highly qualified em

ployees engaged in consulting, 
coaching, 

teaching, 
researching, 

developing 
and m

anagem
ent w

ork has increased across all 
econom

ic sectors. D
espite the fact that different 

researchers take different view
s on the deeper 

causes of the tendencies delineated above, they 
agree w

ith one another in that these changes are 
not to be interpreted as econom

ic fluctuations, 
but as profound structural changes in the labour 
m

arkets of the O
E

C
D

 countries  (W
eidig et al. 

1999; D
ostal 2001; R

einberg &
 H

um
m

el 2002; 
R

einberg &
 H

um
m

el 2005; B
rinkley 2006; B

rinkley 
&

 Lee 2006). 

W
hen applying these m

acroeconom
ical tendencies 

to an organisational level, this im
plies that today’s 

m
anagem

ent has to deal w
ith an increasing num

ber 
of w

orkers that are highly educated, highly skilled 
and w

hose m
ajor contribution to the organisation’s 

success consists, above all, in solving problem
s 

rather than in executing predefined tasks. The 
quantitative proportion of this type of w

orkforce in 
the total labour force w

ithin the O
E

C
D

 countries 
is 

currently 
estim

ated 
to 

am
ount 

to 
betw

een 
20%

 and 35%
, depending on the kind of tasks 

and occupations taken into account (B
aldw

in &
 

B
eckstead 2003; B

row
n &

 H
esketh 2004; G

ötzfried 
2004; d

avenport 2005; B
rinkley 2006).

R
esearchers differ by using different term

s for 
designating said w

orkforce: S
om

e authors call 
them

 ‘know
ledge w

orkers’ in reference to a term
 

em
ployed by Fritz M

achlup (1962) (e.g. S
um

anth, 
O

m
achonu 

&
 

B
eruvides 

1990; 
S

veiby 
1998; 

C
ortada 1998; d

rucker 1999; H
oribe 1999; a

m
ar 

2002; N
ew

ell et al. 2002; B
aldw

in &
 B

eckstead 
2003; a

lvesson 2004; H
erm

an 2004; d
avenport 

2005; H
ube 2005; S

tam
 2007). O

thers prefer 
the 

designation 
‘brainw

orkers’ 
(e.g. 

G
izycki 

&
 

u
lrici 1988; H

andy 1990; P
fiffner &

 S
tadelm

ann 
1999; M

alik 2006), ‘professionals’ (S
hapero 1989; 

B
arley &

 Tolbert 1991; R
aelin 1991; W

allace 1995; 
P

fadenhauer 2003; M
intzberg 2003; K

latzeki &
 

Tacke 2005), ‘experts’ (A
rgyris 1991; S

onnentag 
1996; H

uber 1999; H
ron 2000) or – stressing 

the relatively high incom
e and status of said 

w
orkforce m

em
bers - ‘gold-collar w

orkers’ (k
elley 

1990). D
espite the fact that these term

s are not 
sim

ply interchangeable, w
orkers w

hich are highly 
educated, highly skilled and w

hose m
ajor task 

consists in the solving of problem
s w

ill be term
ed 

‘experts’ in the subsequent treatise.

In spite an abundance of research in the field of 
‘know

ledge w
orkers’, ‘professionals’ and ‘experts’, 

it is still not clear how
 success in expert w

ork is 
defined or m

easured.

In order to search for an answ
er to this question one 

can either refer to theoretical publications trying to 
investigate the ‚anatom

y’ of know
ledge w

ork (e.g. 
S

um
anth, O

m
achonu &

 B
eruvides 1990; P

fiffner 
&

 S
tadelm

ann 1999; a
lvesson 2004; H

erm
ann 

2004; H
ube 2005). a

lternatively one could seek 
advice from

 m
anuals on the practical ‘handling’ 

of 
experts 

(e.g. 
S

hapero 
1989; 

S
veiby 

1998; 
H

oribe 1999; A
m

ar 2002; N
ew

ell et al. 2002). O
r 

one could study em
pirical research that validates 

or 
generates 

particular 
hypotheses 

regarding 
the perform

ance, the m
otivation, the pow

er of 
identification or the com

m
itm

ent of engineers, 
researchers, consultants, physicians or academ

ics 
in a narrow

 business segm
ent and generalises the 

outcom
e as attributes of ‘experts’, ‘professionals’ 

resp. ‘know
ledge w

orkers’ (e.g. A
lvesson 1995; 

B
lackler 1995; W

allace 1995; H
ron 2000; H

auber 
2002; B

alazova 2004; B
aldry et al. 2005; S

tam
 

2007). 

H
ow

ever, one w
ould not find a profound answ

er to 
this question that is grounded in em

pirical data, as 
called for by G

laser &
 S

trauss (1967). Therefore, 
the author carried out an em

pirical research in order 
to find answ

ers to this question. The first results 
of this investigation as w

ell as their interpretation 
constitute the subject of this paper.

R
esearch design

The subject of the investigation w
ere five different 

organisations 
that 

are 
com

m
only 

regarded 
as 

‘expert’, 
‘professional’ 

or 
‘know

ledge-intensive’ 
organisations in previous treatises (G

rossm
ann, 

P
ellert &

 G
otw

ald 1997; S
veiby 1998; P

fiffner 
&

 S
tadelm

ann 1999; O
E

C
D

 1999; A
m

ar 2002; 
a

lvesson 2004; d
avenport 2005; B

rinkley 2006): 
a consulting com

pany, a softw
are developm

ent 
com

pany, 
a 

product 
developm

ent 
com

pany, 
a 

hospital and a university. in these organisations, 42 
sem

i-structured 
episodic 

face-to-face-interview
s 

w
ith 

experts 
and 

their 
m

anagers 
from

 
three 
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hierarchical levels w
ere conducted (Flick 1996; 

B
ortz &

 D
öring 2003; Lam

nek 2005). O
ne topic of 

each one-hour interview
 referred to the question 

by w
hich indicator individual know

ledge w
ork w

as 
regarded as success and how

 w
as it m

easured.

The data gathered by m
eans of the interview

s have 
been coded and interpreted w

ith A
tlas.ti, Version 

5.5.4. the results are presented in an aggregated 
and concentrated m

anner w
ithout disclosure of the 

identity of the organisations involved.  

r
esearch findings

d
efinitions and m

easurem
ents of 

success in expert w
ork

The first result of our research consists in the 
fact that in all know

ledge-intensive organisations 
investigated, 

a 
num

ber 
of 

success 
indicators 

including their respective m
easurem

ent m
ethods 

can be identified w
hich have been nam

ed by experts 
and their m

anagers independently. Therefore, it 
can be concluded that these indicators are shared 
collectively w

ithin the respective organisations, that 
they m

ay be regarded as collectively m
otivationally 

directive and, hence, part of the organisational 
culture (S

ackm
ann 1991; S

ackm
ann 2002).

For 
the 

softw
are 

developm
ent 

com
pany, 

the 
predom

inant success criteria are: adherence to 
stakeholder 

m
ilestones 

and 
code 

quality. 
The 

latter is operationalised by indicators such as 
buglessness, transparency, m

aintainability as w
ell 

as usability. S
aid success criteria are m

easured 
by the collection and com

parison of planned and 
actual m

ilestones, by static and dynam
ic softw

are 
tests and through the collection and analysis of 
custom

er feedback.

The product developm
ent com

pany, active in an 
entirely different business segm

ent and subsidiary 
to 

another 
corporate 

organisation, 
displayed 

a 
corresponding 

collective 
understanding 

of 
“success”. 

A
s 

prim
ary 

criteria 
for 

success 
at 

w
ork 

“adherence 
to 

schedules 
arranged 

w
ith 

the 
custom

er”, 
“congruence 

w
ith 

developm
ent 

budget and planned production costs”, “provision 
and ensuring of the stipulated hardw

are quality” 
and a preferably “escalation- and recursionless 
developm

ent process” w
ere nam

ed. A
s before, 

the success criteria are m
easured by analysis of 

planned and actual values w
ith regard to custom

er 

m
ilestones, 

to 
the 

developm
ent 

budget 
and 

production costs, by analysis of different hardw
are 

test records as w
ell as by the num

ber of escalations 
and recursions during the developm

ent process of 
a circuit board.

For the technology consulting com
pany (w

hich, 
w

ithin a large technology corporation, represents 
the technical support for the sales departm

ent), 
experts 

as 
w

ell 
as 

m
anagers 

m
entioned 

the 
follow

ing success criteria w
ith regard to their w

ork: 
num

ber of custom
er projects, revenue on custom

er 
projects, rate of dem

and for specific consultants, 
sales and custom

er perform
ance feedback w

ith 
a view

 to the consultants requested. The rate of 
conform

ance w
ith the success criteria is m

easured 
by turnover on custom

er accounts per consulting 
assignm

ent, by the num
ber and type of projects 

per consultant and by verbal custom
er and sales 

feedback upon conclusion of each assignm
ent, by 

m
ail feedback and custom

er reference.

For the exam
ined hospital, patient contentm

ent 
as w

ell as clinical outcom
e have been concertedly 

nam
ed as prim

ary success criteria by the executive 
m

edical director, the clinical directorates as w
ell as 

the assistant clinical directors and physicians. For 
the surgical departm

ents, ‘clinical outcom
e’ can be 

established by the num
ber of health com

plications, 
e.g. the num

ber of inflam
m

ations, in com
parison 

w
ith clinical standards as depicted in professional 

journals. P
atient contentm

ent is being recorded 
system

atically 
by 

filled-in 
feedback 

form
s 

per 
patient as w

ell as in the form
 of patient feedback 

interview
s.

W
hen 

com
pared 

w
ith 

aforem
entioned 

four 
organisations, 

the 
collected 

university 
data 

(provided by the vice-chancellor, the deans and 
faculty 

heads 
and 

the 
university 

professors) 
displayed 

a 
lesser 

degree 
of 

conform
ity 

w
ith 

a view
 to w

ork success criteria. The follow
ing 

success factors have been nam
ed: topicality and 

international orientation in research and teaching, 
integration 

and 
association 

of 
teaching 

and 
research into and w

ith the regional com
m

unity, 
em

ergence of research foci, attractiveness of the 
university to students and other interest groups, 
quality in research and teaching and the overall 
reputation w

ith students and w
ithin the scientific 

com
m

unity. H
ence, the indicators w

ith the help of 
w

hich success is m
easured are quite disparate: 

the num
ber of professorships w

ithin a specific 
faculty/deanery, 

the 
num

ber 
and 

classification 
of publications, feedback by students and other 

interest groups and, sim
ilarly, the num

ber of lecture 
invitations and invitations to science-related events 
and congresses resp. sym

posia. E
ven though 

overlaps in the success criteria w
ere detectable, 

the success standards, here, are rather person- 
than organisation-centered - a finding, previously 
reported 

elsew
here 

(G
rossm

ann 
1997; 

P
ellert 

1999; H
anft 2000).

The 
results 

of 
our 

investigation 
into 

the 
five 

know
ledge-intensive 

organisations 
lead 

to 
the 

conclusion that the success of know
ledge w

ork 
can be precisely defined and even m

easured 
w

ithin specific lim
its. D

oes this finding support the 
argum

ent that the definition and m
easurem

ent 
of expert w

ork does not differ at all from
 the 

m
anagem

ent of execution-oriented w
ork?

P
articularities in the definition and 

m
easurem

ent of success in expert w
ork

A
ccording to our findings, this conclusion is not 

adm
issible.

W
ith regard to the definition of success in expert 

w
ork, the particularity em

erges if one does not 
focus on the statem

ents m
ade by the interview

ees, 
but on that w

hich precisely has not been explicitly 
said: The aspect of productivity. P

roducitivity in 
it’s original m

eaning denotes the relation betw
een 

the am
ount of output and the am

ount of input 
(P

edell, 1985). this aspect has not been nam
ed 

as an accountable success criterion in any one 
of the organisations exam

ined. This finding can 
also be corroborated by explicit statem

ents such 
as: ”I am

 asked: H
ow

 long is it going to take you 
to perform

 this operation? A
nd I alw

ays say the 
sam

e thing: U
ntil it has been concluded…

 That is 
not the im

portant thing. The im
portant thing is the 

outcom
e of the operation.” O

r, for the sphere of 
softw

are engineering: „W
ell, if I w

rote dow
n into it 

[cf. the developm
ent plan]: ‘The function has to be 

com
pleted w

ithin three m
onths’ and if the colleague 

is still w
orking on it half a year later, then, evidently, 

I m
isjudged the required effort, evidently. W

ell, 
that w

ould be such an indicator: D
o you achieve 

w
hat you have planned beforehand or not?” tim

e-
input and capacity-input are rather regarded to 
be constraints w

ith a view
 to the attainm

ent of a 
specific aim

 than as success criteria in the w
ork 

process.

The above statem
ent is contradictory to another 

statem
ent m

ade by all participants in respect of the 

question of the biggest challenge w
hen directing 

their ow
n w

ork processes: the difficulty of com
ing 

to term
s w

ith the enorm
ous am

ount and variability 
of tasks to be executed w

ithin a restricted am
ount 

of tim
e. O

ne can, therefore, state that ‘productivity’ 
in 

know
ledge-intensive 

firm
s 

is 
an 

issue 
of 

im
portance w

ithout being broached as such and 
w

ithout being nam
ed as a success criterion for 

expert w
ork.

In respect of the m
easurem

ent of success it has to 
be pointed out, that in all organisations exam

ined, 
m

anagem
ent-by-objectives 

is 
in 

place, 
and, 

w
ithin this context, the question of perform

ance 
assessm

ent has to be answ
ered by the respective 

executives. A
t this level, it can be noted that 

executives do not, as a rule, base their assessm
ents 

of the individual expert on the success criteria 
outlined above, but rather on criteria such as: 
degree of com

petence and professional behaviour 
the individual expert displays in m

eetings and 
conferences, 

responsiveness 
w

hen 
confronted 

w
ith special requests and special assignm

ents, 
degree of com

m
itm

ent of the individual w
orker in 

special tasks as w
ell as the reputation the expert 

has 
achieved 

w
ith 

custom
ers 

and 
colleagues. 

P
rim

ary criteria for the assessm
ent of the individual 

expert are, thus, not so m
uch above-m

entioned 
m

easurable success criteria as rather the display 
of com

petence and perform
ance by the individual 

expert him
-/herself or reports thereof by third 

parties. This finding again has been supported 
by interview

 statem
ents such as: “W

e are lucky, 
here, since w

e w
ork locally proxim

ated, here, in 
one, tw

o buildings, and, thus, …
the m

anagem
ent 

can w
ork on signals, here, I believe, ok? A

nd this 
m

eans that…
, I think, one issue is the issue of peer 

recognition.” O
r: ”A further com

ponent consists 
in …

M
y colleagues do have a target there: ‘D

o 
good and m

ake it know
n’. W

e are naturally alw
ays 

trying to display our contribution to business. A
nd 

I undertake continual efforts in those, those [cf. 
m

onthly reports] to invite and prom
pt m

y colleagues 
to give a representation of w

hat, w
hat w

e have 
achieved.” The only rem

arkable exception to this 
general 

approach 
to 

perform
ance 

assessm
ent 

can be found in the hospital exam
ined, w

here 
adherence 

to 
professional 

m
edical 

standards 
constitutes the prim

ary criterion for perform
ance 

assessm
ent. 

A
ccording to the research results the particularities 

in the definition and m
easurem

ent of success in 
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expert w
ork – in com

parison to execution-oriented 
w

ork-  consist in tw
o aspects:

W
ith regard to success definition, productivity 

in term
s of outcom

e in relation to the invested 
resp. available tim

e seem
s to be an issue 

w
ithout being perceived as such.

The individual perform
ance of an expert 

is, in large parts, not assessed according 
to m

easurable success criteria, but rather 
according to the display of perform

ance by the 
expert or by third-party reports thereof.

A
re there any explanations that can illum

inate 
above findings? 

E
xplanations

In order to find an explanation for the first finding 
m

entioned above, i.e. productivity as a cognitive 
underrepresentation 

in 
know

ledge-intensive 
organisations, one could revert to business-specific 
constraints: S

pecific businesses such as softw
are 

or 
hardw

are 
developm

ent 
com

panies 
follow

 
a 

predefined schedule issued by a custom
er or a 

project sponsor. A
ny acceleration of developm

ent 
cycles apart from

 the critical path does not offer 
any added value. In other businesses such as 
m

edical organisations or consultancy firm
s, goal 

conflicts are solved in favour of the quality goal, 
as a m

atter of principle. In the university context, 
as a third exam

ple, it is hard to find any relevant 
m

eaning of ‘productivity’ relevant to the academ
ic 

sphere.

These explanations coincide in large parts w
ith the 

findings of previous research in know
ledge w

ork 
(S

um
anth, O

m
achonu &

 B
eruvides 1990; P

fiffner 
&

 S
tadelm

ann 1999; H
erm

ann 2004; H
ube 2005) 

w
hich proposes, that the perform

ance of know
ledge 

w
ork cannot be adequately operationalised in term

s 
of output-effort-relations, but rather in term

s of the 
contribution of certain m

easures to attaining a 
predefined goal. Therefore, successful know

ledge 
w

ork is to be distinguished rather by indicators of 
effectiveness than by indicators of efficiency.

H
ow

ever, another possibility to explain the lack of 
producitivity-orientation in expert w

ork according 
to the interview

 data consists in that the subject 
of productivity is alw

ays allocated to an abstract 
econom

ical sphere. It is never broached as a topic 
of ‘tim

e m
anagem

ent’ or ‘priority control’. If the 

1.2.

subject of productivity is seen as such, it attains 
the topicality of a ‘top three topic’.

A
n 

explanation 
for 

the 
finding 

that 
expert 

perform
ance is usually not assessed according 

to m
easurable success criteria lies in the fact that 

the relation betw
een success criteria m

easurability 
and their controllability through the expert w

orker 
is an inverse relation: It is true that bugs in the 
softw

are code, errors in the circuit diagram
m

e 
layout, m

issed stakeholder m
ilestones, increases 

or decreases in the turnover on custom
er accounts, 

post-operative com
plication rates or the num

ber of 
articles in academ

ic a
-journals are m

easurable 
– 

how
ever, 

their 
realisation 

is 
not 

exclusively 
dependent 

on 
the 

efforts 
undertaken 

by 
the 

individual expert w
orker. In order to attain these 

success criteria, further non-m
anageable variables 

have to correlate as w
ell: custom

er requirem
ent 

levels, custom
er change rates, quality in personal 

and 
institutional 

custom
er 

relations, 
levels 

of 
cooperation at intra-organisational w

ork interfaces, 
perform

ance delivered by other intra-organisational 
departm

ents, organisational reputation w
ith the 

organisation’s stakeholders, disposable capacities, 
unpredictable external com

plication causes or the 
extent and quality of personal and organisational 
social netw

orks. These factors can be influenced, 
in part, by the expert. They are, nevertheless, not 
entirely at his/her com

m
and nor are they entirely 

controllable through him
/her.

Tw
o additional reasons for the phenom

enon that 
indirect 

auxiliary 
indicators 

rather 
than 

direct 
success criteria are being applied w

hen assessing 
the perform

ance of expert w
orkers lie - w

ith differing 
em

phasis - in the first place, in the existence of 
a factual know

ledge asym
m

etry betw
een experts 

and their m
anagers, and, in the second place, in 

an intransparency of the expert w
orker’s w

ork as 
perceived by the m

anager, since design engineers, 
consultants, physicians and professors, as a rule, 
conduct their w

ork in an exceptionally autonom
ous 

w
ay w

hen w
orking on tasks or projects.

M
anagers in know

ledge-intensive organisations, 
therefore, cannot gain but an indirect insight into 
the perform

ance of their expert w
orkers – an 

indirect insight im
parted by reports handed in by the 

expert him
-/herself, by reports through third parties 

as w
ell as through further form

s of com
petence 

representation. The observation that achievem
ents 

in know
ledge-intensive organisations have to be 

displayed and m
ade visible has been pointed 

out, yet, only by researchers w
ith a sociological 

background, such as M
ichaela P

fadenhauer (2003) 
or M

ats a
lvesson (1995; 2004). a

t the sam
e tim

e, 
the question rem

ains to w
hich extent a persuasive 

display of perform
ance and com

petence correlates 
w

ith effected perform
ance and com

petence.

The question rem
ains w

hat can be done in order to 
im

part the subject of productivity in a m
ode that is 

relevant for expert w
ork and in order to im

plem
ent 

a m
ore ‘professional’ w

ay of assessing expert 
perform

ance?

C
onsequences

In 
respect 

of 
the 

fram
ing 

of 
the 

subject 
of 

productivity it can be concluded that the m
odality 

of addressing the subject seem
s to determ

ine 
the degree of attention the subject attracts. A

n 
adequate approach – in our opinion – has been 
brought forw

ard by Fredm
und M

alik (2006). In 
his D

rucker interpretation “M
anaging, P

erform
ing, 

Living”, 
he 

characterises 
good 

and 
suitable 

m
anagem

ent am
ong other things by an orientation 

by the principle of “concentration on few
 tasks” 

and by the usage of tools such as “job design and 
assignm

ent control”, “personal w
ork m

ethodology” 
and “system

atic w
aste disposal”. This approach 

allocates the subject of productivity to the personal 
level and asks, on that very level, how

 the ratio of 
outcom

e and expenditure of tim
e can be optim

ised. 
In our view

, this interpretation of productivity has 
considerably higher chances to attract attention 
as a relevant subject in the typesw

 of organisation 
here exam

ined.

W
ith 

regard 
to 

perform
ance 

assessm
ent 

of 
expert w

ork, the predom
inant challenge seem

s to 
consist in the detection of relatively valid criteria 
for the m

easurem
ent or assessm

ent of the w
ork 

perform
ance of expert w

orkers. A
t the hospital 

exam
ined, w

e w
ere able to find an approach w

ith a 
view

 to the solution of said problem
: The surgeons’ 

perform
ance is not prim

arily assessed in view
 of 

com
plication rates, w

hich m
ay not com

pletely be 
in their sphere of com

m
and, but in view

 of the 
com

pliance 
of 

the 
applied 

diagnostic, 
surgical 

and post-operative m
easures w

ith current clinical 
standards. The clinical staff is, therefore, required 
to have at its com

m
and a repertory of applicable 

and verifiably effective treatm
ent m

ethods. S
aid 

professional standards in m
ethods have to be 

m
astered by the clinical personnel as w

ell as 
selected w

ith professional discernm
ent (A

bbott, 
1988). to phrase it differently, practically oriented 

research 
is 

required, 
w

hich 
verifies 

m
ethod 

effectiveness and m
akes its findings public, as 

w
ell as the system

atic training of said m
ethods 

and of aforem
entioned professional discernm

ent 
until m

astery thereof has been attained.

W
e cam

e upon all those elem
ents in the hospital 

exam
ined: The consolidation of surgical know

ledge 
and capabilities takes place w

ithin the context of a 
six-year long residency during w

hich the doctor-
in-training 

has 
the 

opportunity 
to 

continually 
discuss and peruse in detail w

ith an experienced 
practitioner all diagnoses and surgical treatm

ent 
regim

es prior to surgical interventions, during w
hich 

he/she undertakes surgical interventions under 
the supervision of a senior surgeon and receives 
continual 

feedback 
on 

his/her 
perform

ance. 
Innovation in established clinical standards only 
prelim

inarily 
supersedes 

established 
standard 

m
ethods if sufficient scientific evidence has been 

gathered that the new
 standard surpasses w

ell-
established ones. W

ith the help of this course of 
action, i.e. a “learning on the job”-principle resp. 
“accom

panim
ent-principle”, in iterative S

tepps, an 
increasing degree of responsibility is transferred 
onto the expert w

orker. A
side from

 the im
provem

ent 
aspect, a generally acknow

ledged and verifiably 
effective 

repertory 
of 

diagnostic, 
surgical 

and 
post-operative 

procedures 
serves 

as 
a 

basis 
for perform

ance assessm
ents. For the hospital 

exam
ined, the perform

ance-enhancing effect of 
said tw

o m
easures can be corroborated w

ith the 
help of “com

plication rates” w
hich are persistently 

below
 the statistically determ

ined average.

W
e w

ere not able to detect any com
parable concept 

of perform
ance assessm

ent and enhancem
ent 

in any of the other institutions exam
ined, neither 

in the softw
are nor in the consulting nor in the 

hardw
are nor in the academ

ic environm
ent. The 

procedures applied in these institutions, w
hich 

tend to be rather trend-dependent, are generally 
lacking in verifiable effectiveness and also tend to 
be little binding, a fact criticised by the research 
participants. E

qually, no com
parable concept for 

the form
ation of professional judgem

ent and the 
com

m
and of adequate m

ethods can be found 
anyw

here 
apart 

from
 

the 
hospital 

exam
ined. 

H
um

an 
resource 

developm
ent 

concepts 
often 

favour training courses and project assignm
ents 

that rather resem
ble “throw

-in-at-the-deep-end”-
strategies (B

erthel &
 B

ecker, 2007).

From
 this perspective, a concept for perform

ance 
m

easurem
ent 

and 
enhancem

ent 
in 

know
ledge 
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w
ork w

ould necessitate the devising of a fixed 
set of professional, verifiably effective standards, 
the com

m
and and application of w

hich w
ould be 

system
atically 

trained 
“on-the-job” 

for 
several 

years. This concept could sim
ultaneously serve as 

a binding basis for perform
ance assessm

ents in 
expert w

ork. In the softw
are developm

ent firm
 and 

the consulting com
pany, initial steps tow

ards such 
a m

odel w
ere in effect via the institutionalisation 

of 
professional 

career 
paths 

and 
professional 

certifications, w
hich still lay considerable em

phasis 
on know

ledge rather than on accom
plishm

ent. It is 
also true that in this environm

ent the effectiveness 
of specific m

ethods has, up to the present, not been 
verified and that their relevance for perform

ance 
m

easurem
ents is still not evident. W

e are of the 
opinion that the described approach w

ould initiate 
a professionalisation incentive in expert w

ork in the 
dom

ains of softw
are and hardw

are developm
ent, 

consulting and science (research and teaching) 
– and this, independently of their recognition as 
actual “professions” in society (vgl. E

tzioni, 1969).

W
ith the consequences delineated above, only 

a rough approach has been outlined in order to 
solve or - at least - m

inim
ise the issues identified 

in the research. A
n approach in the w

ake of w
hich 

a num
ber of further questions arise w

hich still 
require clarification.

Further questions
the concept - here propounded - for a further 
professionalisation of the m

anagem
ent of expert 

w
ork 

success 
leaves 

som
e 

central 
questions 

unansw
ered:

H
ow

 can the effectiveness of specific m
ethods 

and tools be statistically proven?

W
ho is in a position to define the body of 

know
ledge of standardised and verifiably 

effective procedures and m
ethods: training 

institutions, interbranch professional interest 
factions or any single organisation?

H
ow

 can the practical incorporation of said 
standards into training practice and into 
perform

ance assessm
ent practice be effected?

H
ow

 can evidence be provided that the 
com

m
and and application of professional 

m
ethods – not further intervening variables 

– m
ake a contribution tow

ards the achievem
ent 

of business goals?

1.2.3.4.

S
om

e 
of 

these 
questions 

have 
already 

been 
addressed in individual organisations, branches 
and disciplines: in the form

 of defined ‘bodies of 
know

ledge’ w
hose effectiveness, how

ever, rem
ains 

to be proved; in the form
 of research papers on 

investigations 
into 

the 
effectiveness 

of 
single 

dom
ain-specific 

and 
intersectorial 

procedures 
w

hose validity for other organisations and branches 
rem

ains, nevertheless, still controversial; in the 
form

 
of 

organisational 
practices 

consolidating 
binding standards and propagating them

 w
ith a 

view
 to their m

astery and application. 

It is the task of every organisational unit w
ithin 

know
ledge-intensive firm

s to detect suitable and 
effective 

standards, 
to 

consolidate 
them

 
and 

to incorporate them
 into an enhancem

ent and 
assessm

ent program
m

e for expert w
orkers. If this 

undertaking succeeds, the respective organisation 
approxim

ates w
ith a high probability that w

hich 
resource-oriented approaches from

 the sphere of 
strategic m

anagem
ent call collective and strategic 

‘capabilities’ or ‘core com
petencies’ (W

ernerfeldt 
1984; P

rahalad &
 H

am
el 1990; B

arney 1991; G
rant 

1991). A
t this stage, the question of success on 

the level of the individual expert w
orker turns into 

the question of success on the level of know
ledge-

intensive 
organisations 

and, 
hence, 

from
 

an 
operational to a strategic level.
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A
bstract :

The 
m

agnitude 
of 

today’s 
environm

ental, 
com

petitive, 
and 

global 
m

arket 
change 

is 
unprecedented. 

It’s 
a 

very 
interesting 

and 
exciting w

orld, but it’s also volatile and chaotic. 
In this case, that nam

e of the gam
e for you and 

your organization is survival. If you are going 
to w

ithstand relentless and constantly grow
ing 

global com
petition, you need to be different and 

radically change the w
ay of doing business. You 

have to give up the old hierarchical, adversarial 
approach 

w
hich 

w
astes 

individual 
talents 

and 
saps energy in unproductive conflict. Instead you 
need to create a new

 m
anagem

ent m
odel, sw

itch 
from

 m
anagem

ent to leadership, m
anage change, 

build trust, drive out fear of failure and and create 
productive partnerships in w

hich everyone can 
offer their unique know

ledge and talents. If you 
know

 how
 to help your organization to do this, you 

can m
ake a decisive difference.

A
s 

current 
products 

are 
becom

ing 
obsolete 

faster than ever, in order to survive and prosper, 
organizations 

continually 
 

 
need 

to 
im

prove, 
innovate and m

odify their products and services. 
The rate of change in today’s w

orld is constantly 
increasing. E

verything that exists is getting old, 
w

earing out and should be replaced.

To cope w
ith an unpredictable w

orld you m
ust 

build an enorm
ous am

ount of flexibility into your 
organization. W

hile you cannot predict the future, 
you can get a handle on trends, w

hich is a w
ay to 

take advantage of change and convert risks into 
opportunities.

K
ey w

ords:

C
hange 

m
anagem

ent, 
com

petition, 
leader, 

learning 
organization, 

opportunities, 
cultural 

change, com
m

unication.

aungureanu75@
yahoo.com

anca2063@
yahoo.com

C
hange is the w

indow
 through w

hich the future 
enters your life. It’s all around you, in m

any types 
and shapes. You can bring it about yourself or 
it can com

e in w
ays. The m

agnitude of today’s 
environm

ental, 
com

petitive, 
and 

global 
m

arket 
change is unprecedented.  

In 
today’s 

tidal 
w

ave 
of 

global 
econom

ic, 
technological, and social change, that nam

e of the 
gam

e for you and your organization is survival. 
If 

you 
are 

going 
to 

w
ithstand 

relentless 
and 

constantly grow
ing global com

petition, you need to 
be different and radically change the w

ay of doing 
business. You have to give up the old hierarchical, 
adversarial 

approach 
w

hich 
w

astes 
individual 

talents and saps energy in unproductive conflict. 
Instead you need to create a new

 m
anagem

ent 
m

odel, sw
itch from

 m
anagem

ent to leadership, 
m

anage change, build trust, drive out fear of 
failure and create productive partnerships in w

hich 
everyone can offer their unique know

ledge and 
talents. If you know

 how
 to help your organization 

to do this, you can m
ake a decisive difference.

To cope w
ith an unpredictable w

orld you m
ust 

build an enorm
ous am

ount of flexibility into your 
organization. W

hile you cannot predict the future, 
you can get a handle on trends, w

hich is a w
ay to 

take advantage of change and convert risks into 
opportunities.

O
ne 

of 
the 

keys 
to 

dealing 
w

ith 
change 

is 
understanding that change in never over. “C

hange 
brings opportunity to those w

ho can grasp it, 
and the discontinuities of the new

 econom
y offer 

unlim
ited opportunities.”1 

The successful com
panies in the future w

ill be ones 
w

ise enough to harness the full potential of the 

entire organization in the rapidly changing business 
environm

ent. “The w
orld is going to be too tough 

and com
petitors too ingenious as com

panies are 
shaken loose from

 traditional w
ays of conducting 

business. Tw
inners w

ill be the unbridled firm
s that 

are responsive to challenges and adroit in both 
creating and capturing opportunities. To m

atch 
a business environm

ent that is m
ore netw

orked 
w

ithin 
and 

am
ong 

com
panies, 

the 
ability 

to 
m

anufacture 
value 

w
ill 

have 
to 

be 
distributed 

across the com
pany to m

uch a greater extent than 
in the past.”2

W
hy do need to anticipate change? 

B
ecouse w

e w
hant  to think faster than 

our com
petition

C
hange represents an opportunity for your business 

and 
it 

m
ust 

be 
anticipated 

and 
prepared 

for. 
Foresight and change anticipation is a hallm

ark of 
effective leaders.  Technology, radical innovations, 
new

 business m
odels, globalization, dem

ography, 
consum

er dem
ands and choices all contribute 

to m
aking today’s society one of accelerating 

change. The drivers of change are num
erous and 

com
plex, and their im

pact varies from
 one sector 

to another. The w
ay change affects your com

pany 
depends largely on the capacity of key actors to 
anticipate and prepare for such an eventuality. 
E

xisting business m
odels and strategies m

ay be 
threatened by changing circum

stances. A
dapting 

too late or too little can result in disaster for your 
business. If you w

ish to avoid a long and painful 
adaptation process you m

ust im
prove your capacity 

to anticipate and prepare for future change at the 
earliest interval. 

in today’s rapidly-changing econom
ic clim

ate, your 
com

pany w
ill have a com

petitive advantage if you 
succeed in integrating change into your business 
strategy effectively. 

The ability to anticipate is one of the key ingredients 
of efficient speed and change m

anagem
ent. “B

eing 
able to anticipate that w

hich is likely to occur in the 
next few

 m
onths and the next few

 years is enough 
to give you an edge over 99%

 of the population 
w

ho sim
ply go along w

ith w
hatever happens”.3

H
ow

 to think faster than our com
petition

It’s better to be the first than it is to be better.
1.

B
eing first in any category is going to give you 

the edge – being the leader com
es from

 being 
first. It’s m

uch easier to get into the m
ind of 

consum
ers first than try to convince people 

you have a better product or service than the 
one that did get there first. Im

provem
ents are 

alw
ays m

ade to product/service inventions 
and innovations but the first in has a head 
start. O

nce you are the leader, a position 
m

ostly gained by being first, it is pretty hard 
for com

petitors to dislodge you, as long as 
you keep your products up to date and of 
com

parable quality.

Further, the first in to the m
arket has the 

opportunity to have its brand nam
e adopted 

as the generic category nam
e. O

nce you are 
first and get the consum

ers to buy your brand, 
often they w

on’t bother to sw
itch. P

eople tend 
to stick w

ith w
hat they’ve got.

To be able to think fast, you need to “understand the 
prim

ary drivers of change, w
ork at staying plugged 

in, 
constantly 

search 
for 

new
 

com
binations, 

and w
ork on developing a sense of heightened 

perception.”4

The fastest com
panies in the w

orld think fast 
because of their ability to:

anticipate 

spot trends 

create environm
ent that does let the best idea 

– regardless of origin – w
in assess accurately 

and quickly the potential of new
 ideas.5 

W
hy change m

anagem
ent?

You can bring the change about yourself or it can 
com

e in w
ays that give you little choice about its 

w
hat, w

hen, and how
. Fighting against change can 

slow
 it dow

n or divert it, but it w
on’t stop it how

ever. 
If you w

ish to succeed in this rapidly changing 
new

 w
orld “you m

ust learn to look on change as a 
friend - one w

ho presents you w
ith an opportunity 

for grow
th and im

provem
ent.”6

M
ost people don’t like change because they don’t 

like being changed. W
hen change com

es into 
view

, fear and resistance to change follow
 – often 

despite its obvious benefits. P
eople fight against 

change because they:

2.3.•••
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fear to lose som
ething they value, or

don’t understand the change and its 
im

plications, or

don’t think that the change m
akes sense, or

find it difficult to cope w
ith either the level or 

pace of the change.

••••

R
esistance to C

hange in the W
orkplace: 

M
ain R

easons:
Fear of the unknow

n. 
C

hange 
im

plies 
uncertainty, and uncertainty is uncom

fortable. N
ot 

know
ing w

hat m
ay potentially happen often leads 

to heightened anxiety. R
esisting change is one of 

the anxiety-reducing actions.

Fear of failure. 
The new

 order m
ay require skill 

and abilities that m
ay be beyond our capabilities. 

There is resistance to trying a new
 approach as 

people know
 how

 to operate in the existing order, 
but fear they w

ill  not be able to the new
 skills and 

behavior that w
ill be required of them

. 

D
isagreem

ent Losing som
ething of value w

ith the 
need for change. 

A
ssociates m

ay feel that 
the new

 direction is a w
rong direction. 

Losing som
ething of value.

A
ll associates w

ant to know
 how

 the change w
ill 

affect them
. If people believe they w

ill w
ind up 

losing as a result of the change, they w
ill resist. 

Leaving a com
fort zone. P

eople are afraid to go 
after w

hat they w
ant because it w

ould force them
 

to stretch their com
fort zones. It’s only natural to 

put off things that scare us, to sidestep goals that 
require us to leave our com

fort zone and take a 
risk.

False beliefs. 
To put them

selves at ease and avoid taking the 
risk, m

any people fool them
selves into believing 

everything w
ill all w

ork out som
eday by itself. 

M
isunderstanding and lack of trust. 

       P
eople 

are afraid to go after w
hat they w

ant because it              
w

ould force them
 to stretch their com

fort zones. 
It’s only natural to put off things that scare us, to 
sidestep goals that  require us to leave our com

fort 
zone and take a risk.

Inertia. A
ll 

organizations 
suffer 

from
 

inertia 
to 

som
e degree and try to m

aintain status quo. 
C

hange requires effort, oftentim
es, a significant 

one. S
o, don’t underestim

ate the pow
er of fatigue 

and burnout. 

R
esistance em

erges w
hen there s a threat to 

som
ething the individual values. The threat m

ay 
be real or it m

ay be just a perception. It m
ay arise 

from
 

a 
genuine 

understanding 
of 

the 
change 

or from
 m

isunderstanding, or even alm
ost total 

ignorance about it.

The rate of change in today’s w
orld is constantly 

increasing. E
verything that exists is getting old, 

w
earing out and should be replaced. “R

evolutionary 
technologies, 

consolidation, 
w

ell-funded 
new

 
com

petition, 
unpredictable 

custom
ers, 

and 
a 

quickening in the pace of change hurled unfam
iliar 

conditions at m
anagem

ent.”7

H
ow

 you change a business unit to adapt to shifting 
econom

y and m
arkets is a m

atter of m
anagem

ent 
style. 

E
volutionary 

change, 
that 

involves 
setting direction, allocating responsibilities, and 
establishing reasonable tim

elines for achieving 
objectives, is relatively painless. H

ow
ever, it is 

rarely fast enough or com
prehensive enough to 

m
ove ahead of the curve in an evolving w

orld 
w

here stakes are high, and the response tim
e is 

short.8 W
hen faced w

ith m
arket-driven urgency, 

abrupt and som
etim

es disruptive change, such 
as dram

atic dow
nsizing or reengineering, m

ay 
be required to keep the com

pany com
petitive. In 

situations w
hen tim

ing is critical to success, and 
com

panies m
ust get m

ore efficient and productive 
rapidly, revolutionary change is dem

anded.

W
hen 

choosing 
betw

een 
evolutionary 

change 
and revolutionary action, a leader m

ust pursue 
a balanced and pragm

atic approach. S
w

inging 
too far to revolutionary extrem

e m
ay create “an 

organizational culture that is so im
patient, and 

so focused on change, that it fails to give new
 

initiatives and new
 personnel tim

e to take root, 
stabilize, and grow

. W
hat’s m

ore, it creates a 
high-tension environm

ent that intim
idates rather 

than nurtures people, leaving them
 w

ith little or no 
em

otional investm
ent in the com

pany.”9

In the H
arvard B

usiness R
eview

 article “Leadership 
That G

ets R
esults,” D

aniel G
olem

an cites research 
w

hich show
s that up to 30%

 of a com
pany’s 

financial results are determ
ined by the clim

ate of 
the organization.10

A
nd w

hat is the m
ajor factor that drives the clim

ate 
of 

an 
organization? 

It’s 
the 

leader. 
In 

P
rim

al 
Leadership: R

ealizing the P
ow

er of E
m

otional 
intelligence, G

olem
an states that roughly 50-70%

 
of how

 em
ployees perceive their organization’s 

clim
ate is attributable to the actions and behaviors 

of their leader. 

in the new
 era of rapid changes and know

ledge-
based 

enterprises, 
m

anagerial 
w

ork 
becom

es 
increasingly 

a 
leadership 

task. 
Leadership 

is 
the 

prim
ary 

force 
behind 

successful 
change. 

Leaders em
pow

er em
ployees to act on the vision. 

They execute through inspiration and develop 
im

plem
entation 

capacity 
netw

orks 
through 

a 
com

plex w
eb of aligned relationships.
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A leader creates the environm
ent that determ

ines 
people’s m

oods at the office and their m
ood, in turn, 

affects their productivity and level of engagem
ent.

W
hen w

e m
ove the curtain a bit, w

e can see 
clearly that a leader’s bad m

ood is a source of 
infection – an em

otional contagion that eventually 
spreads across people to entire units. W

e can 
learn a thing or tw

o from
 leadership in the m

ilitary. 
Im

agine the effect on troop m
orale and energy that 

an “overw
helm

ed,” “anxious,” “w
orried” or “irate” 

leader w
ould have. A

nd how
 about a leader w

ho is 
plagued by uncertainty? Indecision, is contagious. It 
transm

its itself to others. It can becom
e debilitating 

and habit-form
ing in an organization, as people 

take their cues from
 the leader’s state of m

ind.

M
any 

com
panies 

are 
extrem

ely 
cautious 

not 
to m

ake errors and som
e are so shielding that 

they spend enorm
ous am

ounts of m
oney, tim

e 
and hum

an effort to research plans thoroughly in 
an effort to avoid m

istakes.  Yet case studies in 
business schools show

 us tim
e and tim

e again 
that regardless of this effort m

istakes are bound to 
happen. In addition, the accelerated pace of change 
and current ease of new

 entrants to new
 m

arkets 
due to technological advantages leave no tim

e for 
com

panies to research every possible in and out.  
For exam

ple, by the tim
e that IB

M
 and C

om
paq 

decided to create an online sales strategy it w
as 

too late.  In fact IB
M

 and C
om

paq did not seem
 to 

notice w
hen D

ell decided to sell com
puters over the 

Internet. H
ow

 could this be? W
ell people develop 

habits.  They have em
otions.  They becom

e blind 
to things that becom

e fam
iliar.  They have their 

ow
n unique points of view

.  These factors produce 
cultures and dynam

ics that paralyse efforts to do 
som

ething new
.  Including looking at sm

all start up 
firm

s, like D
ell, as a com

petitive threat and m
aking 

a quick jum
p to new

, innovative technology.  IB
M

 
no longer m

akes P
C

s and C
om

paq is foolish for 
even suggesting that they w

ill be able to com
pete 

w
ith D

ell online. 

C
learly freedom

s m
ust now

, m
ore than ever, be 

in place to allow
 em

ployees to change strategies 
quickly and w

ithout scrutiny.   D
oing m

ore w
ith 

less, in less tim
e, is now

 a survival necessity for 
firm

s of all sizes.

The role of learning organization in 
know

ledge m
anagem

ent process
The concept of learning organization is in close 
connection to the concept of organizational change 
as a m

eans of achieving a dynam
ic com

petitive 
advantage. The fundam

ental difference is that 
learning is part of the strategy “oriented to specific 
resources” and not “oriented to flexible resources”, 
in w

hich the available resources are turned into 
unique 

strategic 
com

petencies 
w

hich 
cannot 

be copied by other organizations. If w
e refer to 

organizations and learning w
e m

ust also m
ention 

w
hat R

eg R
evans called A

ctive Learning, a m
ethod 

used for personal training, training specialists

and 
organizational 

learning. 
G

rouped 
in 

sm
all 

team
s 

(nam
ed 

active 
learning 

groups) 
people 

approach im
portant and learn from

 achievem
ents 

in order to change things. A
ctive learning includes 

four elem
ents: the person itself, the active learning 

group, the respective problem
s and the m

easures 
taken in order to solve the problem

s w
hich allow

 
learning. The set of values that organizations w

ork 
w

ith and w
hich constitutes the subject of learning 

is a com
plex one and has determ

ined theoreticians 
to establish conceptual hierarchies of know

ledge. 
The m

odel of the five levels11 that w
e present 

below
 reflects the progressive accum

ulation of the 
value of the data as they turn into com

petencies 
(see figure 1). 

Therefore, it is obvious that the data are a priori 
than isolated elem

ents. W
hen elem

ents are placed 
into context and com

bined w
ithin a structure, the 

inform
ation acquires higher values. The inform

ation 
acquires new

 m
eanings by interpretations and 

assim
ilations, thus turning into know

ledge. O
n this 

level, inform
ation is placed inside a m

ental structure 
and can be consciously used, for exam

ple, in order 
to anticipate future consequences or to m

ake 
a decision. B

y using this know
ledge in m

aking 
different choices w

e behave in an intelligent w
ay. 

E
ventually, by orienting intelligent behavior to a 

sense of duty and tactic vision, w
e can state that 

this behavior is based on w
isdom

. E
ach transition 

enriches the value of the initial data thanks to 
hum

an efforts. This m
odel of know

ledge building is 
som

ew
hat sim

ilar to the linguistic process of using 
letters to build w

ords w
hich are then com

bined 
into coherent sentences and later into elaborate 
judgm

ents w
hich can influence behaviors. 
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In order to achieve m
axim

um
 efficiency, know

ledge 
has to be system

atically accum
ulated and distributed 

in order to consolidate basic com
petences and the 

visions of the organization. O
n the other hand, the 

am
ount of com

petencies is infinite and there is a 
need for their system

atization. W
e shall discuss 

the representation of the classification done by 
C

laude Fluck12, w
ho sees technical com

petencies, 
adaptation com

petencies, organization, relational 
and social com

petencies as essential to the future 
organizations.

In the process of evolution and learning of an 
organization, its m

em
bers m

ust share a perm
anent 

com
m

on goal of developing their com
petencies. 

O
n all m

arkets, com
petition is becom

ing harsher 
and 

harsher 
and 

com
panies 

m
ust 

adapt 
by 

developing strategies w
hich center on prom

oting 
learning and encouraging new

 ideas. A learning 
organization is therefore an excellent source for 
com

petitive 
advantages. 

O
rganizations 

cannot 
rely anym

ore on a single leader or on a sm
all 

leading com
m

ittee. The m
ore perspectives and 

points of view
, the w

ider w
ill be the capacity of 

the com
pany to understand and learn at all levels. 

The 
learning 

organization 
also 

prom
otes 

the 
principles of goal com

plem
enting betw

een the 
m

em
bers, cooperation, self accom

plishm
ent etc. 

A new
 process is alw

ays difficultly accepted and 
reluctant attitudes cum

ber the efforts of m
anagers 

trying to transform
 learning organizations. This is 

a very serious m
atter of overcom

ing prejudices, 
unchangeable behaviors and beliefs.

The nature of the learning organization 
A

s 
w

e 
have 

already 
show

n, 
in 

a 
learning 

organization, em
ployees get over a passive attitude 

and choose to constantly develop their capacity of 
achieving the desired results. S

om
e theoreticians 

(C
hris A

rgyris) argue that the greatest benefits of 
this kind of organization are the increase of the 
capacity for noticing and rem

edying errors as 
w

ell as identifying opportunities or inadequate 
m

om
ents. 

Japanese 
organizations 

ow
e 

their 
success to the abilities and the intensive prom

otion 
of organizational learning. A

s far as the m
odality in 

w
hich organizations learn is concerned, the “social” 

w
ay represents the rule. B

y w
orking together, people 

learn to achieve the com
m

on coals. Individuals 
help one another to learn and form

 groups w
hich 

m
ake the w

hole organization efficient. Learning is 
collective and interrelational and contributes to the 
shaping of an em

erging vision. W
e can consider 

that learning proper belongs to the follow
ing three 

interconnected areas: individual learning, team
 

learning and system
ic learning. Its social character 

is m
uch m

ore im
portant than the personal aspect, 

developm
ent takes place w

ith the help of the 
others, dialogue and cooperation are essential 
com

ponents 
of 

learning 
and 

cultural 
practices 

(beliefs, practices, values) are defined by social 
contacts as w

ell.  

The 
opportunity 

of 
initiating 

an 
organizational 

learning lesson can arise any tim
e, but m

ostly 
during quality w

orkshops and em
ployee training 

program
s. In this w

ay, attitudes, system
s of values 

and m
odels for organizational behavior can be 

analyzed. A learning organization isn’t one w
hich 

develops via continual training program
s of its 

em
ployees but one w

hich grow
s thorough individual 

and collective aptitudes. A prim
ary characteristic of 

the learning organization is its need to be projected 
and system

ically organized, to be conceived as a 
com

m
on direction to progress. A

lthough generally 
accepted, this direction for action is not a personal 
initiative 

of 
each 

person 
but 

one 
that 

needs 
coordination. O

nly by using dialogue do individuals 
gradually learn through m

utual questions, com
m

on 
research and exchange of opinions. Through a 
perm

anent dialogue, individuals create a clim
ate of 

trust and can undertake research and explorations 
and develop cohesive values and conceptions 
w

ithin the organization. H
ow

ever, a perm
anent 

dialogue 
presupposes 

overcom
ing 

prejudices 
and stim

ulating group reflection, em
otions and 

actions.

S
uch an organization should have the follow

ing 
characteristics:

to constantly provide learning opportunities;

to use instruction in order to achieve its goals;

to find a connection betw
een individual 

perform
ance and organizational perform

ance;

to encourage dialogue and to create an 
environm

ent able to encourage the em
ployees 

to express their opinions and to take chances;

to perm
anently keep in m

ind the connection 
w

ith the environm
ent in w

hich it w
orks.

M
oreover, overcom

ing preconceived ideas and 
judgem

ents represents another characteristic of 
the learning organization. That is w

hy individuals 
w

ho have a capacity to analyze, interpret, transfer 

1.2.3.4.5.

and retain know
ledge are appreciated. It is not 

enough 
to 

have 
m

ultiple 
points 

of 
view

, 
the 

m
em

bers of the organization should be capable to 
revise and reform

ulate their ow
n beliefs. A

m
ong 

the characteristics of the organization w
e m

ay also 
m

ention the developm
ent of a constructive sense, 

oriented tow
ards novelty, dynam

ics, flexibility and 
m

ultiple interconnections.13 In order to achieve a 
high level of the know

ledge m
anagem

ent system
s, 

com
panies m

ust ensure continuity and an efficient 
access to data, an autom

atic organization of the 
data as w

ell as their system
atization and storing 

w
hile conceiving instrum

ents of expertise.

B
arriers and opportunities

The ability to learn is lim
ited by certain econom

ic, 
technological 

and 
m

ostly 
socio-hum

an 
factors, 

w
hich, at a certain level can represent a barrier to 

progress.

1. C
reativity. The rigidity of organizations is caused 

by the incapacity of their m
em

bers to acknow
ledge 

the im
perfection of the present norm

s and their 
conceptions of the w

orld. A
lthough com

plexity and 
dynam

ism
 cause fascination, everybody has a 

tendency to sim
plify and fragm

ent responsibilities. 
A

lthough crises should represent learning and 
com

petency developm
ent opportunities, people 

prefer returning to the situation before the crisis. 
C

reativity is refused, new
 ideas are reluctantly 

accepted, 
their 

authors 
unfortunately 

blam
ed. 

W
hen faced w

ith com
plex situations, very few

 
accept 

the 
lack 

of 
com

petency. 
C

reativity 
is, 

actually, one of the defining characteristics of 
the 

learning 
organization. 

This 
characteristic 

determ
ines 

the 
degree 

of 
adaptability 

of 
the 

organization, it helps noticing and foreseeing the 
necessities of the m

arket it caters for. The level of 
creativity is given by the am

ount of fluidity (detail 
and fineness), of originality (singleness) and the 
frequency w

ith w
hich new

 ideas arise. 

The vitality and the quality of a learning organization 
m

ay be determ
ined by em

ploying the follow
ing 

questions:

- am
ong the goals of the organization is there the 

goal of learning the custom
ers’ w

ishes?

- is risk taking stim
ulated?

- are the efforts for innovating encouraged w
ithout 

im
posing the recovery of the investm

ent?

S
om

e organizations have successfully tested the 
introduction of a culture of innovation. M

anagers 
have had resources for testing the serious ideas. 
These leaders w

ere forced to listen to all the 
suggestions of their em

ployees and to justify the 
rejection of each proposal.

2. The difference betw
een individual learning and 

the learning organization. In a learning organization 
m

odels 
of 

action 
w

hich 
can 

be 
applied 

both 
individually and to a w

hole part of the organization 
coexist. P

eter S
enge14 argues that there are 

five individual characteristics that allow
 leading a 

learning organization:

- acquiring self-control;

- a clarification and a recheck of m
ental m

odels;

- the building of a com
m

on vision;

- team
 learning;

- a system
ic thinking.

H
ow

ever, w
e m

ust not equal the sum
 of individually 

acquired know
ledge and organizational learning. 

A
cquiring know

ledge in an organizational context 
presupposes creative qualities as w

ell as fellow
ship 

and cooperation. A
spects such as organizational 

culture, em
ployee attitudes and a low

 level of 
training resources hinder the acquisition of new

 
com

petencies. O
n the other hand, m

utual trust and 
respect betw

een m
em

bers, the w
ish for learning, 

facilitate organizational learning.

3. The rigidity of the organization. S
om

e m
angers 

fail 
to 

understand 
the 

role 
of 

organizational 
learning if the new

 conceptions do not correspond 
to 

standards 
and 

regulations. 
The 

rigidity 
of 

the organization thus blocks innovation. W
hen 

m
em

bers take defensive positions, their resistance 
to learning becom

es quite serious.

4. a
nother barrier to developing a learning culture 

is the level of personal interactions, as hum
an 

learning is not identical to technological learning. A 
lot of people are content w

ith w
orking w

ith synthetic 
im

personal and quantitative inform
ation

of standards, ethic codes, norm
s and regulations. 

W
ork should also involve to a higher degree 

feelings, em
otions, beliefs and life experience. 

P
eter S

ange identifies seven m
isconceptions15 

w
hich expose as m

any organizational learning 
disabilities, am

ong w
hich w

e can count: “I am
 m

y 
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job”, “everybody is m
y enem

y”, “the ultim
ate rule 

is to be proactive and circum
spect”, “objectives 

should be established n a short-term
”, “w

e learn 
best from

 our personal experience”.

In other w
ords, w

e are talking about synergistic 
factors such as:

- creativity;

- abilities for organization and coordination;

- possibilities of com
m

unication.

E
conom

ic 
efficiency 

depends 
prim

arily 
on 

m
anaging the hum

an and social relationships.

A new
 conception, a new

 reality
N

ever has the necessity for team
 organization 

been greater than now
, said P

eter S
enge. Team

 
learning is vital, as it is the team

s and not the 
individuals them

selves w
ho are the fundam

ental 
learning unities in m

odern organizations and it is 
only through them

 that the organization can evolve. 
Team

 learning is the process w
hich generates 

unity in action and helps develop the capacity 
of a group to obtain the results w

anted by each 
of the m

em
bers, starting from

 a com
m

on vision. 
Therefore, each m

em
ber of the team

 m
ust take 

part in dialogues and discussions. 

The 
first 

level 
of 

collective 
learning 

is 
team

 
learning. A

n efficient organization depends on the 
w

ay in w
hich every m

em
ber distributes resources, 

offers and receives help, organizes his w
ork and 

is open to cooperate w
ith the people around him

 
in order to achieve com

m
on goals. S

uch behavior 
appears only w

hen there is trust and people 
believe that each m

em
ber is contributing to the 

success of the organization and does not use 
the resources for personal gain, but for the gain 
of the organization16. It is relevant to m

ention 
the fact that learning organizations can adapt to 
the environm

ent, have a capacity for perm
anent 

change and allow
 both individual and collective 

learning. The essence of the learning organization 
is its capacity to use its m

em
ber’s extraordinary 

m
ental capacity to create such a process as to 

lead to its ow
n im

provem
ent.

The im
portance of leaders for learning 

organizations: qualities, roles, types
O

rganizational m
anagem

ent m
ust continually aim

 
at: change, internal harm

ony and diversity. The 
perpetual transform

ation w
ithin the organization 

(its structure, culture, system
s, policies etc.) m

ay 
lead to a feeling of uncertainty. B

oth m
anagers 

and 
em

ployees 
m

ust 
develop 

abilities 
and 

com
petences 

w
hich 

can 
sustain 

an 
efficient 

functioning of the organization during the process 
of change. E

ncouraging opinions and expressing 
new

 ideas lead to a constructive conflict and 
by 

avoiding 
extrem

e 
actions 

consensus 
can 

be 
reached 

(internal 
harm

ony). 
P

roblem
s 

can 
be solved in m

ultiple w
ays and the opportunity 

of 
displaying 

solutions 
m

ay 
facilitate 

personal 
contributions and bring personal satisfactions, but 
at the sam

e tim
e diversity in m

anagerial decisions 
brings about com

petition, risk and stress. The 
learning organization m

ust renew
 its conception 

of leaders. Leaders becom
e designers, trainers, 

teachers, entertainers, and assistants of learning. 

The m
angers m

ust change their vision according 
to w

hich they only have to take decisions and the 
em

ployees m
ust understand that perform

ing their 
jobs is not enough. In a learning organization, 
leadership 

m
eans 

know
ing 

how
 

to 
instruct 

and 
accom

pany. 
The 

position 
of 

a 
leader 

is 
exclusive, 

not 
authoritarian; 

it 
is 

learned 
and 

w
on. O

rganizational learning m
ay be considered 

a process through w
hich the organization learns 

the “art of non-action” according to the C
hinese 

principle W
u-W

ei. in essence, the concept doesn’t 
refer to passivity but to w

isdom
. The m

anager m
ust 

exam
ine the situation, listen to the opinions and 

the perspectives shared by the others, profoundly 
reflect on the situation and act only w

hen he is 
convinced about w

hat action is best. 

A
ccording to specialists, leadership is essential for 

an organization w
hich accepts, encourages and 

turns learning to profit. Leadership is essential for 
stim

ulating, encouraging the em
ployees by virtue 

of their personal contribution to organizational 
learning. A

m
ong the principles of leadership, the 

m
ost im

portant for the learning organization are 
the follow

ing:

- prioritizing organizational learning as part of the 
global strategy;

- 
com

m
unication 

(the 
leaders 

understand 
and 

com
m

unicate the others the strategic im
portance 

of learning);

- legitim
acy (at any level learning takes tim

e and 
needs resources);

- the pow
er of personal exam

ple, if leaders act 
exem

plarily and prom
ote personal involvem

ent 
and collective w

ork, sustaining and encouraging 
organizational 

learning. 
Leaders 

represent 
a 

source of inspiration for the em
ployees.

C
ultural change – a sustained effort

E
stablishg the culture of innovation requires a 

broad and sustained effort. Though changing a 
com

pany’s culture is never easy, w
ith the right 

leadership, cultures can be reshaped and am
azing 

results can accrue. E
stablishing an attitude of 

relentless grow
th is w

hat enables an organization 
and its people to achieve their goals. The spirit 
of relentless grow

th keeps fresh ideas flow
ing 

and 
reinvigorates 

your 
com

pany. 
Today 

m
ost 

leaders recognize that “culture” plays an im
portant 

role 
in 

an 
organization’s 

ultim
ate 

success.17 
A

ccordingly, there are m
any popular strategies for 

shaping culture: training program
s convey vision 

and values statem
ents to help assim

ilate new
 

em
ployees; 

leadership 
developm

ent 
program

s 
provide m

anagers w
ith tools for becom

ing “better 
leaders”; and change m

anagem
ent initiatives help 

drive new
 structures and program

s designed to 
increase organizational effectiveness. Virtually all 
com

panies recognize intellectually that innovation 
and culture are both im

portant to success. Yet 
few

 have explicitly defined strategies for linking 
and influencing culture and innovation to achieve 
specific business goals. M

ost com
panies have 

default innovation cultures in w
hich various values, 

norm
s, assum

ptions and beliefs all com
pete for 

influence over em
ployees’ actual behavior. The 

dom
inant ones that w

in out ultim
ately shape the 

culture.

The strategic levers of culture
O

ne of the challenges in defining strategies for 
shaping culture is that culture is influenced by 
just about everything a leader does. From

 m
ajor 

organizational 
structure 

redesigns 
to 

“passing 
com

m
ents” that convey subtle value judgm

ents, 
culture is dynam

ically created and re-created every 

m
om

ent of every day. U
nderstanding the broad 

strategic levers that influence culture is usually the 
best starting point.

B
y view

ing culture as the result of various explicit 
and im

plicit decisions, actions and events that 
have transpired over tim

e, it becom
es possible to 

identify the factors that shape and drive culture. 
The follow

ing m
odel suggests that culture results 

from
 

the 
ongoing 

interplay 
betw

een 
several 

variables including:

The external environm
ent – em

erging 
trends, com

petition, custom
er, technology, 

environm
ental, regulatory and other factors 

that influence the organization from
 the outside 

S
trategy and business m

odel – the 
organization’s explicit (or im

plicit) strategies 
for com

peting and grow
ing w

ithin the external 
environm

ent 

Leadership – how
 the organization’s leaders 

influence strategic direction and day-to-day 
operations 

P
rocesses – how

 strategies are executed and 
how

 w
ork is accom

plished through day-to-day 
practices and interactions 

S
tructures – the form

al (and inform
al) 

organizing principles that enable (or inhibit) 
collaboration and guide behavior 

P
eople – the skill sets and m

indsets of 
individuals that w

ork together to achieve 
com

m
on goals, including em

ployees, partners, 
suppliers, etc. 

M
etrics &

 Incentives – the form
al (and inform

al) 
m

easures that drive the behavior of individuals, 
team

s and departm
ents 

Technology – C
apabilities that provide the 

basis for providing and delivery value 

The 
external 

environm
ent 

influences 
an 

organization’s overall strategy – as w
ell as its 

culture and the results it achieves. W
hile m

anaging 
external forces is challenging if not im

possible, an 
organization’s strategy and business m

odel should 
ideally take into account these external influences 
that represent opportunities and threats.18 O

nce 
strategy is defined, the internal, organizational 
requirem

ents for the appropriate execution can 
then be put in place (i.e., strategy m

ust drive 

••••••••
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structure). B
oth culture and business perform

ance 
result directly from

 the degree of alignm
ent betw

een 
the strategy and the organizational requirem

ents. 
W

hile this m
odel m

ay appear static, m
anaging the 

levers is a dynam
ic process that requires ongoing 

attention.

Idea procurem
ent and im

plem
entation

In 
order 

to 
flourish 

your 
firm

’s 
culture 

m
ust 

encourage 
and 

nurture 
ideas 

rather 
than 

kill 
them

. If an em
ployee has a great idea and has it 

quickly squashed and m
ocked by their superiors 

they tend to stop sharing their thoughts in fear of 
m

ore rejection and hum
iliation.  A

n antagonistic 
culture 

that 
fights 

change 
of 

any 
kind 

is 
the 

ultim
ate idea crusher and w

ill not be able to keep 
up w

ith a fast changing society.  Larry Yukron, 
ow

ner of A
dventure E

xperts and form
er Q

w
est 

C
om

m
unication 

executive, 
related 

that 
several 

firm
s in S

ilicon Valley have installed a “five m
inute 

rule.”

The Five E
lem

ents m
ean M

ovem
ent, C

hange, 
and D

evelopm
ent. They are changing, m

oving, 
w

aning, and expanding all the tim
e.The m

ost 
im

portant of all is the balance of all five elem
ents. 

The m
ovem

ents of five elem
ents are stable and 

predictable w
hen they are in balance, and vice 

versa.( Five E
lem

ents, N
orah M

cIntire)

B
alanced O

rganization: 5 basic elem
ents

Leadership 
C

orporate 
vision 

inspires 
and 

energizes all em
ployees;Leaders are energized, 

com
m

unicate 
strategic 

direction, 
and 

lead 
by 

exam
ple;Leaders 

inspire 
and 

energize 
people, 

provide coaching; Leaders create positive change 
and see change as an opportunity

C
ulture S

hared 
values 

link 
the 

organization 
together; all em

ployees live the values; C
orporate 

culture inspires people and nurtures an attitude of 
relentless grow

th; Team
 culture reigns, team

s are 
infused w

ith purpose, personality, and passion; 
C

ustom
er-focused quality culture and continuous 

im
provem

ent culture established

E
m

ployees 
P

eople are sharply aligned w
ith 

corporate vision and strategies; Individuals and 
team

s are em
pow

ered and have a decision-m
aking 

authority; 
P

eople 
hate 

and 
fight 

bureaucracy 
relentlessly at all organizational levels; Innovators 
have freedom

 to experim
ent, fail, and begin again 

m
ore intelligently

P
erform

ance 
M

otivation 
system

s 
encourage 

extraordinary 
perform

ance 
from

 
all 

em
ployees 

;S
uggestion 

system
s 

involve 
all 

em
ployees 

in 
continuous 

efficiency 
im

provem
ent; 

C
oaching 

environm
ent 

helps 
people 

unlock 
their 

true 
potential; 

E
ffective 

perform
ance 

m
easurem

ent 
system

 is established

C
apabilities 

E
ffective 

creativity. 
idea, 

and 
know

ledge m
anagem

ent system
s are established; 

team
w

ork is m
ade a religion, cross-functional 

innovation team
s are em

pow
ered; C

ross-functional 
synergies are exploited, diversity is leveraged; 
Leadership 

developm
ent 

program
s 

help 
grow

 
leaders at all organizational levels

The rule perm
its anyone to suggest an idea.  Then 

for the first five m
inutes after the idea is expressed 

only positive com
m

ents can be m
ade.  B

y the 
tim

e the idea is talked about for five m
inutes it has 

usually spun into an im
prom

ptu brainstorm
 session 

that cultivates truly great ideas and som
e form

 of 
the discussion is often im

plem
ented.  Firm

s today 
m

ust enthusiastically w
elcom

e new
 ideas and 

suggestions.  If an idea is properly given attention 
it just m

ay becom
e a solution to a problem

, the 
next 

great 
m

arketing 
cam

paign, 
or 

even 
the 

perfect incubator for your next innovative product 
or service.

Furtherm
ore, w

e m
ust be certain to do som

ething 
w

ith all generated ideas.  If w
e encourage ideas, 

and then sit on them
 w

ithout taking any action, 
w

e w
ill not get ideas generated in the future.  

In addition, if w
e m

ust reject or decide not to 
im

plem
ent an idea w

ithout providing an adequate 
justification, firm

s w
ill lose the future goodw

ill and 
creativity of these individuals.

E
m

pow
erm

ent 
Ideally, em

pow
erm

ent of em
ployees results in 

increased 
initiative, 

involvem
ent, 

enthusiasm
, 

innovation 
and 

speed, 
all 

in 
support 

of 
the 

com
pany’s 

m
ission. 

 
The 

w
ord 

em
pow

erm
ent 

m
eans 

to 
authorize, 

enable, 
and 

to 
perm

it.  
D

efining and encouraging em
pow

erm
ent is the job 

of leadership.  H
ow

ever, traditional leadership in a 
m

ulti level organisational structure m
ay be fearful 

of em
pow

ering their subordinates in anxiety that 
ideas and initiatives from

 ‘below
’ m

ay underm
ine 

their 
authority 

and 
ultim

ately 
their 

position 
in 

the firm
.  This is indeed a struggle but m

ay be 
overcom

e by clear, ongoing com
m

unication and 
com

m
itm

ent from
 the top of the firm

 dow
n.   M

iddle 
m

anagem
ent needs to be assured that subordinate 

em
pow

erm
ent is for their personal gain as w

ell as 
the collective good of the firm

.  If this cannot be 
accom

plished a non-conform
ing individual m

ay 
need to be rem

oved from
 the firm

 before a cultural 
transform

ation 
takes 

place 
in 

order 
to 

avoid 
conflict.

C
om

m
unication 

C
om

m
unication is absolutely essential to give birth 

to a creative w
orkplace in a m

ature, seasoned 
culture.  In fact creativity in com

m
unication is key 

to im
plem

enting a culture rebirth.  A
s w

e have 
m

entioned, m
ajor changes in organizations often 

evokes resistance based on fear.  Im
agine a C

E
O

 
talking about the need to restructure for greater 
efficiency w

ith innovation.  S
/he talks about trends, 

budgets and so forth.  S
o far, so good.  B

ut let 
that 

sam
e 

executive 
m

ention 
the 

w
ord 

dow
n 

size and all of the rational inform
ation of needs 

to reorganize are abducted by the em
otional.   

Leaders 
need 

to 
com

m
unicate 

the 
corporate 

culture change initiative in a w
ay that energises 

and excites w
hile sim

ultaneously exam
ining and 

overcom
ing their crew

’s hesitancy to em
brace this 

sam
e proposition.
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B
elieving in your people

P
eople tend to rise on the occasion that som

eone 
truly believes in them

.  A preacher once said if 
you place an A on a person’s head they w

ill give 
you an A

, but if you put a C
 on their forehead they 

w
ill give you a C

, no higher.  M
any tim

es people 
are looking for som

eone to be interested in them
 

and hold accountability to.  W
hen they find this 

individual they w
ill produce.  It is essential during a 

cultural transform
ation that each person in the firm

 
has som

eone that believes in them
 and is counting 

on them
 to succeed.19

H
arvesting em

otional energy 
Values 

give 
m

eaning 
to 

people’s 
lives.  

O
rganisational perform

ance is directly related to 
its ability to tap into its hum

an potential.  For m
any 

people w
ork is one of the m

ost im
portant w

ays they 
are able to give expression to w

ho they are in their 
search for fulfilm

ent.  W
hen a person w

orks for a 
firm

 w
hose values m

irror those of their ow
n they w

ill 
respond by fulfilling their potential and tapping into 
their deepest levels of creativity.  A

lign your m
ission 

statem
ent under a clear set of hum

ane values and 
through living those values your corporate culture 
w

ill harvest the em
otional energy and the creative 

potential of your em
ployees.

A
ccom

m
odating personal idiosyncrasies

A
ccom

m
odating personal idiosyncrasies m

ay help 
the creative m

ind to flourish.  W
hether it be eating 

a candy bar at a m
eeting, a brainstorm

 session 
in the w

ilderness or taking off all day and w
riting 

the proposal betw
een 1 and 7 am

 people m
ust 

have freedom
s to create and produce how

 and 
w

here they w
ant.  If firm

s perm
it their em

ployees 
to create the plan to get from

 A to Z rather than 
dictate each step in the process they just m

ay spur 
an otherw

ise average em
ployee to new

 heights of 
creativity and accom

plishm
ent.

P
ositively influencing intrinsic m

otivation
Intrinsic m

otivation highly correlates w
ith increased 

creativity levels.  H
igh-level encouragem

ent tow
ard 

innovation, im
m

ediate supervisor encouragem
ent, 

autonom
y and sense of control, optim

al challenges, 
and 

tasks 
m

atched 
to 

interests 
all 

positively 
influence intrinsic m

otivation.  Therefore, firm
s 

should seek to have their em
ployees do w

hat 
they love and love w

hat they do.   For businesses 
the first involves m

atching w
ork w

ell around an 
em

ployee’s expertise.  The latter involves creating 
the environm

ent that w
ill allow

 em
ployees to retain 

the intrinsic m
otivational focus, w

hile supporting 
their exploration of new

 ideas.
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A
bstract

In the context of an expanding E
uropean U

nion 
and under the fram

ew
ork of the decentralization 

system
, E

uropean C
om

m
ission should provide 

funding for horizontal public goods. D
ue to the 

diversity and disparities existing in the E
uropean 

U
nion, the cost-benefit analysis brings benefits as 

it provides all interested parties w
ith a com

m
on tool 

for project appraisal. In order to ensure a sound 
background for im

plem
entation, project variables 

m
ust be m

easurable and avoid general statem
ents. 

A
s the cost-benefit analysis is a support tool for 

project appraisal, the latter m
ust be preceding 

the com
m

itm
ent of any E

uropean U
nion funds. 

C
onsequently, cost overruns m

ay be assessed 
from

 the perspective of the added value provided 
by the im

plem
entation of the project. D

uring the 
previous program

m
ing period of 2000-2006, the 

m
anaging authorities have identified significant 

bottlenecks in the m
anagem

ent of the projects. In 
this respect, support tools for m

anaging E
uropean 

U
nion funded initiatives enable quality evaluation 

and provide long-term
 benefits. D

espite targeted 
policies 

aim
ed 

at 
strengthening 

cohesion 
at 

E
uropean U

nion level, significant socio-econom
ic 

disparities persist betw
een different regions of the 

C
om

m
unity. Thus, com

m
on assessm

ent tools m
ay 

enable a com
m

on approach to developm
ent. In 

order to provide a fair assessm
ent, the evaluation 

of a project m
ust identify all cost and benefit flow

s 
during the project’s life span. In addition, the 
analysis m

ust identify both costs and benefits, 
w

hich have a positive or negative im
pact on the 

rate of return of the project.

K
ey w

ords: fiscal federalism
, cost-benefit analysis, 

decentralization 
theory, 

evaluation, 
investm

ent 
project

ruxandra.savonea@
gm

ail.com
 

Introduction
Initially developed by M

usgrave (1959) and O
ates 

(1972), the concept of fiscal federalism
 approaches 

the process perform
ed by the central governm

ents 
to deal w

ith the distribution problem
 and refer the 

provision of services to decentralized governm
ents. 

In this respect, centralized governm
ents should 

foster local governm
ents to ensure the optim

al 
am

ount of public services provided at local level. The 
m

ain fiscal issue that arises during the centralized 
governm

ent system
 approach is the obligation to 

provide a uniform
 quantity of local public goods. 

C
onsequently, centralized governm

ents m
ay face 

w
elfare losses due to the low

 capacity to m
eet the 

specific dem
and of public goods.

In the context of an expanding E
uropean U

nion 
and under the fram

ew
ork of the decentralization 

theorem
 

(O
ates 

1972), 
E

uropean 
C

om
m

ission 
should provide funding for horizontal public goods. 
the issue is strongly related to the spill-over effect. 
in this respect, externalities arisen from

 m
em

ber-
state level econom

ic processes should be subject 
to the centralized approach only in case spill-over 
effect could be overcom

e by the m
em

ber-states 
involved. in addition, cross-border externalities 
should be subject to central governm

ent m
ediation. 

Incom
e redistribution and m

obility under E
uropean 

U
nion fiscal fram

ew
ork are interconnected.  E

ven 
though 

the 
im

portance 
of 

m
obility 

has 
been 

rated as “uncom
pelling” , the efficiency of budget 

redistribution is directly associated w
ith increase 

m
obility of tangible and intangible capital. A

nother 
issue facing E

uropean U
nion is the integration 

process. S
ocial cohesion problem

s faced by the 
enlarged econom

ic union can be m
anaged by 

the 
redistribution 

process. 
Transfers 

form
 

the 
e

uropean C
om

m
ission budget to m

em
ber-state 

budget should play a m
ore im

portant role on a 
short as w

ell as long-term
 basis. in this respect, an 

increase in the redistributive role of the E
uropean 

C
om

m
ission budget should be directly connected 

to 
issues 

of 
social 

cohesion 
arising 

from
 

a 
precipitate enlargem

ent. A
n integrated approach 

to econom
ic developm

ent as it is the case of the 
E

uropean U
nion m

ay increase the role of incom
e 

redistribution. 
D

uring 
the 

past 
program

m
ing 

period, S
tructural funds as a public investm

ent 
had a lesser im

pact due to several key draw
backs. 

In this respect, strategic investm
ent projects m

ust 
be underpinned by sound budgeting actions and 
undergo several auditing m

issions and external 
expertise in order to decide their relevance. In 
addition, a strategic approach to the selection 
of projects m

ust be paid to com
peting project 

concepts so that the value for m
oney rule applies. 

M
anaging authorities have identified significant 

bottlenecks in the m
anagem

ent of the projects. In 
this respect, support tools for m

anaging E
uropean 

U
nion funded initiatives enable quality evaluation 

and provide long-term
 benefits. d

espite targeted 
policies 

aim
ed 

at 
strengthening 

cohesion 
at 

e
uropean u

nion level, significant socio-econom
ic 

disparities persist betw
een different regions of 

the C
om

m
unity. Thus, com

m
on assessm

ent tools 
m

ay enable a com
m

on approach to developm
ent 

and having a m
ore strategic approach regarding 

the 
im

plem
entation 

of 
structural 

interventions. 
The added value of structural interventions m

ust 
be underpinned by sound evaluation techniques, 
w

hich include the C
ost-B

enefit a
nalysis (C

B
a

). 
The latter is a requirem

ent under the new
 S

tructural 
Funds program

m
ing period. D

ue to the diversity 
and disparities existing in the E

uropean U
nion, the 

C
ost-benefit a

nalysis brings benefits as it provides 
all interested parties w

ith a com
m

on tool for project 
appraisal. In order to ensure a sound background 
for 

im
plem

entation, 
project 

variables 
m

ust 
be 

m
easurable and avoid general statem

ents. A
s 

the cost-benefit analysis is a support tool for 
project appraisal, the latter m

ust be preceding the 
com

m
itm

ent of any E
U

 funds. C
onsequently, cost 

overruns m
ay be assessed from

 the perspective of 
the added value provided by the im

plem
entation of 

the project. 

A
dded value of investm

ent projects
The concept of added value under the fram

ew
ork 

of 
S

tructural 
Funds 

is 
underpinned 

by 
the 

E
uropean C

om
m

ission’s perspective according to 
w

hich “the value added of C
om

m
unity involvem

ent 
in regional developm

ent is not only related to the 
expenditure incurred as such. B

enefits also stem
 

from
 the m

ethod of im
plem

entation …
 w

hich w
as 

revised in each subsequent program
m

ing period.” 
C

ost-B
enefit a

nalysis 
(C

B
a

) 
is 

an 
accounting 

strategic tool for evaluating the net econom
ic 

im
pact of an investm

ent project. Its relevance is 
enhanced in relation to the am

ounts at stake and 
the overall added value. In the case of public 
funded projects, the technique aim

s at establishing 
w

hether an investm
ent project falls under the 

feasibility and econom
ic perform

ance fram
ew

ork. 
P

rojects typically involve public investm
ents, but 

in principle the sam
e m

ethodology is applicable to 
a variety of interventions, for exam

ple, subsidies 
for private projects, reform

s in regulation, new
 tax 

rates. The added value of this evaluation tool is 
represented by the fact that it provides an insight 
on externalities and price distortions thus fostering 
the inclusion of m

arket flaw
s in the evaluation 

m
odel. O

verall, the C
ost-B

enefit a
nalysis (C

B
a

) 
is a forecasting m

odel in respect to the econom
ic 

im
pact of an investm

ent project. the m
ost target-

oriented com
ponent of this evaluation tool is the 

calculation of the econom
ic return using synthetic 

indicators. the area of application for C
ost-benefit 

analysis regards the ex-ante evaluation during 
the 

selection 
process 

for 
investm

ent 
projects. 

N
evertheless, due to its versatility and accuracy, 

C
ost-benefit analysis can be used in the ex-post 

evaluation process, in correlation w
ith the im

pact 
of a structural intervention, as w

ell as regarding 
“hard” and “soft” projects. C

ost-benefit a
nalysis 

evaluates the equivalent m
oney value of the costs 

and benefits provided by C
om

m
unity structural 

intervention 
in 

order 
to 

assess 
its 

feasibility. 
Therefore, the costs and benefits of an investm

ent 
project m

ust be expressed in term
s of m

oney 
value at an updated base value. The N

et P
resent 

Value (N
P

V
) of an investm

ent project is the core 
indicator for the econom

ic im
pact of a project. In 

addition, from
 the C

ost-B
enefit a

nalysis (C
B

a
) 

perspective, a project evaluation em
phasizes the 

differences in costs and benefits betw
een a project 

and base case. 

N
evertheless, C

ost-benefit a
nalysis m

ay prevent 
poor 

project 
form

 
being 

granted 
C

om
m

unity 
support w

hen applied in the early stages of the 
project cycle. In order to provide a fair assessm

ent, 
the evaluation of a project m

ust identify all cost 
and benefit flow

s during the project’s life span. In 
addition, the analysis m

ust identify both costs and 
benefits, w

hich have a positive or negative im
pact 

on the rate of return of the project. In the case of 
R

om
ania, the analysis is a core issue due to the 

fact that its m
arket econom

y is still going through a 
transition process and the instability of the supply 
and dem

and ratio is not stable.  

u
nderpinning evidence for a sound cost-benefit 

analysis in the case of structural interventions 
is represented by the technical analysis of the 
project under w

hich technical characteristics are 
assessed, as w

ell as a financial and econom
ic 

analysis. 
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Indicators for enhancing public spending
in order to perform

 a cost-benefit analysis on an 
investm

ent project funded by the E
uropean U

nion, 
the project m

ust be clearly identified according to 
C

ost-benefit analysis principles. in this respect, 
all activities of the projects m

ust converge into 
a 

coordinated 
approach 

to 
the 

attainm
ent 

of 
the project objective. D

ue to the fact that the 
technical analysis provides a technical point of 
view

 on the feasibility of the investm
ent project, a 

socio-econom
ic analysis is perform

ed as a study 
background.

The 
rationale 

for 
a 

com
prehensive 

financial 
analysis is that financial feasibility in itself prevents 
bottlenecks 

and 
provides 

a 
guarantee 

of 
the 

project’s viability.

t a
t=

0

n∑
t S=

0 S
0

1+
IRR

(
)

+
1 S

1
1
+
IRR

(
)
+
...+

n S
n

1+
IRR

(
)

  = 0

w
here S

t is the balance of cash flow
 funds at tim

e 
t.D

ue to the large scale of investm
ent projects and 

their life span, the m
ethod used for the financial 

analysis is the discounted cash-flow
 m

ethod, thus 
prospective 

expenditure 
is 

projected 
in 

actual 
prices. In this respect, the discount rate as “a rate 
of return used to convert a future m

onetary sum
 

into present value” allow
s benefits that accrue 

follow
ing the im

plem
entation of an investm

ent 
project to be com

pared w
ith current values.

N
P

V
 

(S
)=  t a

t=
0

n∑
t S=

0 S
0

1+
i

(
)

+
1 S

1
1+

i
(

)
+
...+

n S
n

1+
i

(
)

C
om

m
ission r

egulation (e
C

) N
o. 271/2008 of 

30 
january 

2008 
am

ending 
the 

im
plem

enting 
regulation (e

C
) N

o 794/2004 foresees that, unless 
otherw

ise provided for in a specific decision, the 
recovery rate w

ill also be calculated by adding 
100 basis points to the base rate. In addition, 

com
pared to the previous program

m
ing period, 

the 
C

om
m

ission 
recom

m
ends 

a 
5%

 
financial 

discount rate as an indicative benchm
ark for public 

investm
ent projects co-financed by the S

tructural 
Funds.

D
uring the life span of a structural investm

ent 
project a significant range of expenditures incur. 
H

ow
ever, these do not represent benefits or costs 

as it the case of profits taxes, VAT or subsidies 
w

hich im
pact on the value of the input brought by 

the project and m
ust be corrected in order to foster 

a sound financial analysis.

S
ocial external benefits could range from

 increase 
in life expectancy due to better health facilities to 
a decrease in the duration of transport because 
of new

 m
ulti-m

odal transport. in reverse, social 
external costs could be the generation of additional 
expenditures in the case of a new

ly created w
aste 

treatm
ent 

plant, 
w

hich 
m

ust 
be 

connected 
to 

utilities by local authorities in w
hose authority it 

falls.

d
ue to the fact that the C

ost-B
enefit a

nalysis (C
B

a
) 

is based on all the actual variables of the m
arket 

on w
hich the structural intervention takes place, 

m
arket prices m

ust be replaced by accounting 
prices or shadow

 prices, w
hich are calculated 

using conversion factors. The standard conversion 
factor form

ula is:

S
C

F= (M
+X

)/(M
+tm

)+(X
-tx) 

w
here M

 is total im
ports, X

 is total exports, Tm
 is 

taxes on im
ports and Tx is taxes on exports.  

The capacity of the operating net revenues to 
sustain the structural intervention expenditures 
constitutes 

an 
indicator 

for 
evaluating 

several 
investm

ent projects. The m
ain financial indicators 

in term
s of econom

ic rate of return are:

• 
The R

eturn on E
xpenses  (R

E
)

R
E

 = R
 / TE

 x 1O
O

 (%
)

w
here R

 is return, TE
 is total expenses

• 
the B

enefit-C
ost r

atio  (B
C

r
)

B
C

R
 = G

TI / TE

w
here G

TI is gross total incom
e

• 
the B

reak-even P
oint  (B

P
)

Figure 5. R
eference/discount rates and recovery rates as of 1.07.2008 

B
P = Fc / ( G

TI – V
C

 ) x 100 (%
)

W
here Fc is fixed costs, V

c is variable costs 

The econom
ic return of the investm

ent is also the 
rationale of decision-m

aking regarding the co-
financing rate as the percentage of the eligible 
costs covered by C

om
m

unity grants. 

In order to determ
ine the am

ount of the E
U

 grant, 
the Funding G

ap rate (R
) m

ust be calculated as 
follow

s:

R
 = M

ax E
E

/D
IC

w
here M

ax E
E

 is the m
axim

um
 eligible expenditure, 

D
IC

 is the discounted investm
ent cost, D

N
R

 is the 
discounted net revenue.

the am
ount to w

hich the co-financing rate applies 
the eligible cots m

ultiplied by the Funding G
ap 

rate:

D
A = E

C
*R

w
here E

C
 is the eligible cost.

In conclusion, the determ
ination of the m

axim
um

 
E

U
 grant applicable per project is:

E
U

 grant = D
A

*M
ax C

R
pa

w
here M

ax C
r

pa is the m
axim

um
 co-funding 

rate fixed for the priority axis in the C
om

m
ission’s 

decision adopting the operational program
m

e.

C
O

N
C

LU
S

IO
N

S
The assessm

ent principles and m
ethods used 

under the fram
ew

ork of S
tructural Funds have 

proved the increasing interest of the C
om

m
unity 

to foster feasible projects. From
 the w

ide area 
of tools used to underpin the overall evaluation 
of 

publicly 
funded 

investm
ent 

projects, 
C

ost-
benefit analysis prevailed as the m

ost versatile 
instrum

ent for this specific purpose. N
evertheless, 

C
ost-benefit 

analysis 
is 

a 
tailored 

m
ethod 

of 
assessm

ent of structural interventions at it does 
not reflect a judgm

ent regarding a private decision 
but it is an enhancem

ent guide in the decision-
m

aking process, specially designed for collective 
assessm

ent. the 
added 

value 
of 

C
ost-benefit 

analysis stem
s from

 its adaptability to contextual 
indicators, w

hich is the case of C
om

m
unity structural 

interventions. 
C

ost-B
enefit 

a
nalysis 

translates 
positive and negative im

pact of investm
ent project 

into their actual m
oney value in order to assess 

the project’s feasibility. D
espite the fact that this 

assessm
ent tool has been developed for large 

scale “hard projects” such as infrastructure, its 
w

ide range of applicability has lead to an increase 
in 

its 
usage, 

especially 
due 

to 
the 

com
m

on 
evaluation base provided. C

ost-benefit analysis 
is an assessm

ent technique that allow
s policy 

m
akers to im

prove the quality of public decision 
by using a m

onetary instrum
ent for m

easuring 
aggregate financial indicators w

hich provide a 
valuable m

edium
 to long-term

 perspective on the 
return of a structural intervention. A

s proven in 
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the 2000-2006 program
m

ing period, externalities 
generated by structural intervention im

pact on 
third parties but their influence does not propagate 
through the prices m

echanism
s. Their influence 

arises from
 the project’s econom

ic activity but they 
are not reflected in prices. S

uch external effects 
generated by m

ajor projects m
ust be quantified 

according to standard m
ethods and inserted in the 

analysis as an actual output. P
ublic expenditure 

associated 
perform

ance 
indicators 

foster 
an 

enhancem
ent of effectiveness and efficiency in 

the delivery of public services in decentralized 
local authorities by reducing intergovernm

ental 
inform

ation asym
m

etries.
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A
bstract

This paper considers G
lobal, E

uropean and the 
N

ational alcohol strategies for the U
K

 and P
oland.  

It also presents em
pirical findings from

 research 
into binge drinking.

Throughout m
illennia drinking alcohol has been 

part 
of 

cultural 
activities 

in 
m

any 
countries.  

Tales of heavy drinking, “oceanic drinking bouts” 
and drinking to becom

e inebriated are not 21st 
C

entury phrases, but are statem
ents of behaviour 

that occurred hundreds of years ago.  H
ow

ever, 
a new

 phrase, binge drinking, has entered the 
vocabulary, in the U

K
 and beyond.  B

inge drinking 
and harm

ful alcohol drinking is now
 on the agenda 

of m
ost G

overnm
ents throughout the w

orld as the 
W

orld H
ealth O

rganisation has called for joined-
up thinking and action to reduce alcohol related 
harm

.

The W
orld H

ealth O
rganisation is not the w

orld’s 
police, but they are the guiding light in term

s 
of strategies and aim

s that highlight the harm
 

that alcohol can play on the lives of young and 
vulnerable people.  M

any pleas have been put 
forw

ard suggesting enforcem
ent and self-regulation 

of drink-driving, violent crim
e and disorder, alcohol 

advertising, 
education 

in 
schools 

and 
societal 

prom
otional activities.  From

 these ‘um
brella aim

s’ 
and objectives’ the E

uropean C
om

m
ission has 

provided clear, specific guidelines, to M
em

ber 
S

tates on how
 to reduce alcohol related harm

.  E
ach 

governm
ent produces their ow

n alcohol strategies 
to com

ply and/or support the issues raised by the 
E

uropean C
om

m
ission.  E

ach county’s strategies 
are different to m

ake them
 relevant to the culture, 

business netw
orks and consum

er behaviour of 
their ow

n country.  The ‘um
brella aim

s’ of the W
orld 

H
ealth O

rganisation, the E
uropean C

om
m

issions 
strategies and the individual country objectives for 
P

oland and U
K

 w
ill be discussed in this paper.

O
ne specific m

atter w
hich m

any G
overnm

ents 
are considering is how

 to encourage consum
ers 

to ‘cut dow
n on binge drinking’.  B

inge drinking 
and its definitions, therefore, are also discussed 
in this paper.  G

overnm
ents, health and regulatory 

associations’ general definitions of binge drinking 
are presented and critiqued as being unhelpful.  
This presented an opportunity to consider w

hat 
the consum

er considers ‘binge drinking’ to be.  
C

onsum
ers aged betw

een 16 – 28 years of age 
in E

ngland and P
oland w

ere, therefore, asked for 
their definition of ‘binge drinking’.

E
m

pirical findings tended to concentrate on “w
ilful 

intoxication” or intoxication w
ithin a short space of 

tim
e.  Younger respondents also added econom

ic 
and feeling/being sick as an outcom

e of ‘binge 
drinking’. M

ost participants did not see ‘binge 
drinking’ as a problem

.

A
lcohol strategies and ‘binge drinking’ is likely 

to rem
ain on m

any G
overnm

ent agendas for a 
long tim

e.  There are num
erous w

ays that it can 
be curtailed through increased taxes, m

inim
um

 
pricing strategies and reduced opportunities for 
young people to buy alcohol.  H

ow
ever, ‘binge 

drinking’ and alcohol-related harm
 occurs w

ithin 
a m

inority of people and the liberty and freedom
 

of the m
ajority should not be curtailed due to the 

unacceptable behaviour of the few
.

K
eyw

ords: 
A

lcohol, 
binge 

drinking, 
alcohol 

strategies, consum
er behaviour

E
:M

ail a.kenyon@
leedsm

et.ac.uk

Introduction to G
lobal A

lcohol S
trategies

M
ost G

overnm
ents throughout the w

orld include 
A

lcohol 
S

trategies 
on 

their 
N

ational 
agenda.  

Facts and figures draw
 attention to the stark 

reality that excessive alcohol dam
ages a person’s 
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heath, w
ellbeing and contribution to society.  The 

W
orld 

H
ealth 

O
rganisation 

provides 
research 

and scholarly publications highlighting the harm
 

that alcohol can also have on the N
ations w

ealth.  
N

aturally, G
overnm

ents are in place to care for 
and guide their populace through education and/
or legislation; as they see fit.  A

nd, in response 
to the pleas from

 the W
orld H

ealth O
rganisation 

and their ow
n statistics G

overnm
ents across the 

w
orld are w

orking together to provide clear aim
s to 

reduce alcohol related harm
.

S
tatistics detailing w

orld-w
ide health risks clearly 

show
 alcohol as the one of the biggest contributing 

factors to actual death.  Table 1 show
s the Top10 

D
eaths that occur in the W

orld com
pared w

ith the 
deaths that occur in H

igh Incom
e C

ountries such 
as U

K
, G

erm
any, France and so on. The type of 

disease that caused death is of course different 
in each country.  For exam

ple diabetes is not 
prevalent in total w

orld deaths and low
 birth rate 

is not com
m

on in high incom
e country deaths.  

H
ow

ever, excessive alcohol consum
ption causes 

cirrhosis of the liver, cardiovascular disease and 
a variety of cancers.  These diseases are in the 
Top 10 D

eaths as show
n in Table 1 and up to 3.2 

m
illion people w

orldw
ide that die from

 alcohol-
related causes (R

ehm
 2003).  

A
dapted from

 W
orld H

ealth O
rganisation 2002 p. 23

A
nd it is not just deaths that G

overnm
ents need to 

consider w
hen developing their alcohol strategies.  

Tim
e off w

ork, neuropsychiatric disorders and acute 
disabilities due to drink driving accidents are also 
attributed to harm

ful use of alcohol  and also take 
m

oney from
 the public purse.  These additional 

burdens are know
n as d

isability-a
djusted life-

Years (D
A

LY
s).  Figure 1 below

 provides a clearer 
picture of the burden alcohol has in different 
countries.  

Figure 
1 

show
s 

that 
alcohol-related 

disability-
adjusted life years (D

A
LY

s) are high in countries 
such as B

razil and A
rgentina.  It is low

 in countries 
such as India and Turkey due to alcohol being 
excluded from

 m
any people’s lives because of 

their religion.  a
pproxim

ately 4%
 of disability-

adjusted life years in E
urope, A

ustralia, C
hina and 

A
m

erica are due to drinking alcohol excessively.   
C

learly, ill health and/or death due to a person’s 
excessive intake of alcohol is a heavy burden on 
the individual and the state.  

It m
ust be said, how

ever, that the m
ajority of people 

enjoy the social aspects associated w
ith alcohol.  

A
lcohol and social aspects include a relaxing drink 

after w
ork, a chance to let “your hair dow

n” a “big 
night out” in the city or at a house party.  A

lcohol is 
also served for a significant purpose in a religious 
context; such as thanksgiving over the elem

ents 
of bread and w

ine of the a
nglican e

ucharist - in 
prayer

Figure 1 G
lobal Perspective of D

isability-A
djusted Life Years (D

A
LY’S) 

W
orld H

ealth O
rganisation (2002)

H
oly G

od,

A
s the grain once scattered in the fields

A
nd the grapes once dispersed on the hillside

A
re now

 reunited on this table in bread and w
ine,

S
o, Lord, m

ay your w
hole C

hurch soon be gathered 
together from

 the corners of the earth into you 
kingdom

. A
m

en 

A
lcohol is also a happy bedfellow

 w
hen “toasting 

the bride and groom
”, “w

etting the babies head” 
and drunk in m

em
ory of lost fam

ily or friends at 
a 

funeral. 
 Therefore, 

the 
m

ajority 
of 

alcohol 
drunk has positive effects…

 but the W
orld H

ealth 
O

rganisation provides guidance for all countries to 
reduce the alcocentric environm

ent in w
hich our 

young and/or vulnerable people live.

N
aturally, countries w

ill need to consider their 
alcohol 

strategies 
in 

different 
w

ays, 
how

ever, 
the E

uropean A
lcohol A

ction P
lan; set out by the 

E
uropean C

om
m

ission 2006 gives five priority 
them

es and good practices to guide G
overnm

ent’s 
w

hen 
they 

com
plete 

their 
individual 

alcohol 
strategies  

P
rotect young people, children and the unborn 

child;

r
educe injuries and death from

 alcohol-related 
road accidents;

P
revent alcohol-related harm

 am
ong adults 

and reduce the negative im
pact on the 

w
orkplace;

Inform
, educate and raise aw

areness on the 
im

pact of harm
ful and hazardous alcohol 

consum
ption, and on appropriate consum

ption 
patterns;

D
evelop and m

aintain a com
m

on evidence 
base at E

U
 level.

(E
urocare 2007)

E
ach priority them

e has m
any virtues but som

e are 
m

ore difficult to put into practice in a pan-e
uropean 

orm
at.  For exam

ple, the aim
 to inform

, rationalise 
and provide com

m
on evidence m

ay be difficult 
even for som

ething as sim
ple as the “S

tandard 
A

lcoholic D
rink”.  The standard alcoholic drink, 

w
hen considering the am

ount of alcohol (gram
s 

of ethanol) is different across E
urope; see Table 

3 below
.

1.2.3.4.5.
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Table  3 Standard A
lcohol U

nits W
orldw

ide

A
dapted from

 International C
entre for A

lcohol P
olicies 2007

The above table considers the ‘standard unit’ of 
alcohol.  C

onsum
ers in each country are advised, 

by G
overnm

ent suggested “safe lim
its of daily 

alcohol consum
ption”.  For exam

ple: 

It is suggested that E
nglish w

om
an could “safely 

drink” 
2-3 

standard 
units 

of 
alcohol 

per 
day.  

S
tandard units in the u

k
 equate to 8gm

s of 
ethanol (alcohol) or one m

easure of vodka for 
exam

ple.  H
ow

ever, if an E
nglish w

om
an orders 

vodka in P
oland, S

pain, France, P
ortugal she 

w
ould receive higher am

ount of ethanol (alcohol) 
than that w

hich she received in E
ngland because, 

as show
n in Table 3, the am

ount of ethanol in the 
standard alcoholic drink is greater.  Therefore, 
the E

nglish w
om

an, w
ho consum

es three vodkas 
in different countries on separate occasions, w

ill 
receive varying am

ounts of alcohol (ethanol). 

e
ngland  - 3 standard vodkas x   8.00gm

s ethanol 
= 24.00gm

s ethanol

P
oland    - 3 standard vodkas x 10.00gm

s ethanol 
= 30.00gm

s ethanol

P
ortugal  - 3 standard vodkas x 14.00gm

s ethanol 
= 42.00gm

s ethanol

japan 
     - 3 standard vodkas x 19.57gm

s ethanol 
– 59.25gm

s ethanol

E
qually interesting is the term

 ‘standard m
easure’.  

In the U
K

 a m
easure of vodka given to the consum

er 
is 30m

l; w
hich equates to one unit.  The strength 

of m
ost vodka, and indeed m

ost spirits, is 37.5%
 

a
B

V
 (a

lcohol by Volum
e) or 8 gm

s of ethanol.  
H

ow
ever, som

e countries use ‘free pour’ or have 
standard m

easures of 50m
ls.  This m

eans there is 
no such thing as a e

urope-w
ide standard m

easure 
of vodka.  A

lso not all vodka has 37.5%
 A

B
V, for 

exam
ple som

e vodka in R
ussia and P

oland can 

have A
B

V
 as high as 90%

!  A
ll of these issues 

m
ake it difficult for G

overnm
ent’s to report like for 

like inform
ation and, m

ore im
portantly, consum

er’s 
w

ho travel from
 country to country have to pay 

particular attention to “drink safely”.

S
trategies for E

ngland and P
oland

In 
addition 

to 
the 

E
uropean 

C
om

m
ission’s 

guidelines, cultural attitudes to alcohol, libertarian 
behaviour of the general public and alcohol’s 
contribution 

via 
taxes 

need 
to 

be 
considered 

w
hen G

overnm
ent’s w

rite their alcohol strategies.  
A

dditionally, G
overnm

ents w
ill need to consider 

further stark facts, such as the num
ber of litres of 

alcohol drunk by per inhabitant!  Figures published 
in E

urope during 2001 show
ed that Latvia had the 

highest num
ber of litres of pure alcohol drunk per 

inhabitant (18.8 litres per year), H
ungary second 

place (18.2) and C
roatia in third place (17.2) 

(e
uropean a

ddiction r
esearch (2001) B

y 2004 the 
order had changed and now

 luxem
bourg (17.54n 

litres per year), C
zech R

epublic (the) (16.21) and 
ireland (14.45) (W

orld H
ealth O

rganisation 2004).  
C

ountries w
hich have a high intake of alcohol per 

inhabitant m
ay do so for m

any reasons including the 
w

ealth and econom
ic stability of their country and 

their citizens, a liberal view
 of alcohol consum

ption, 
high em

ploym
ent and so on.  H

aving the highest 
num

ber of litres of pure alcohol drunk per inhabitant 
does not necessarily equate to having a nation of 
‘chronic binge drinkers’.  H

ow
ever, increases in 

alcohol related incidents, disability adjusted life 
years (D

A
LY

s) or death do need to be assessed in 
conjunction w

ith the nation’s alcohol intake w
hen 

w
riting alcohol strategies. 

Table 2 A
lcohol Strategies from

 England and Poland

W
ojew

ódzka (2009)

W
hilst E

ngland and P
oland use different w

ording 
for 

their 
alcohol 

strategies 
the 

essences 
are 

the sam
e.  B

oth countries are keen to im
prove 

education, encourage healthy living and develop 
treatm

ent m
echanism

s for helping their citizens 
w

ho have alcohol related problem
s.

B
inge D

rinking In E
urope

B
inge drinking is a relatively new

 phrase but the 
activity of excessive, heavy drinking or going on ‘a 
bender’ have taken place for thousands of years. 
the H

onourable B
ede’s (8th C

entury) referred to 
‘oceanic’ 

consum
ption 

and 
D

ostoevsky’s 
(19th 

C
entury) w

as taken aback that drinking to the point 
of ‘insensibility’ occurred w

hen consum
ers flocked 

to the city on Friday evenings.  W
hist learned 

gentlem
en did not call the occurrences “binge 

drinking” the behaviour is sim
ilar to that occurring 

in the 21st C
entury.  Indeed the International 

C
entre for A

lcohol P
olicies stated over 10 years 

ago that w
hilst episodic drinking has occurred for 

centuries, there is difficulty in providing a definition 
that could be agreed upon w

orldw
ide.  N

ot having 
a definition m

akes it problem
atic w

hen trying to 
draw

 
com

parisons 
betw

een 
research 

projects 
w

ithin a country and across nations.  H
ow

ever, 

som
e progress has been m

ade in defining ‘binge’ 
and ‘extrem

e drinking’.

The tw
o earliest definitions of binge drinking, if w

e 
are to use this phrase, cam

e from
 B

room
field et 

al (1999) w
ho stated it to be ten or m

ore alcoholic 
drinks in one session.  In this case, one drink is 
equivalent to one standard unit that equates to 
approxim

ately 8g of ethanol (see N
ational H

ealth 
S

ervice (2009) to access the num
ber of units 

found in alcoholic drinks in the U
K

).  In real term
s, 

one unit equates to a 25 m
l m

easure of vodka if 
the a

lcohol B
y Volum

e (a
B

V
) is 40%

.  O
ne pint 

of lager w
hich has an A

B
V

 of 5%
 w

ill, how
ever, 

equate to 2.8 units.  B
inge drinking therefore, 

m
eans consum

ing 10 vodkas or (just over) three 
and a half pints of standard beer (three and a half 
pints of beer = 9.8 units).  r

aistrick et al (1999) at 
the sam

e tim
e as B

room
field et al (1999) stated that 

there needed to be a clear differentiation betw
een 

the am
ount drunk by m

en and w
om

en because of 
their different physique and body m

ake up.  For 
exam

ple w
om

en have a higher proportion of body 
fat and less w

ater in their bodies than m
en. H

ence, 
alcohol is less diluted, producing a stronger and 
speedier effect.  A

lso, a w
om

an’s liver does not 
break dow

n alcohol in the sam
e w

ay that the liver 
in a m

an’s body does.  This is because a w
om

an’s 
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liver produces less dehydrogenise, the enzym
e 

the body uses to break dow
n alcohol. Therefore, 

to R
aistrick et al (1999) suggested a binge is ten 

units for m
en and seven units for w

om
en. 

M
ore recently the u

k
 C

abinet O
ffice 2004 provided 

m
any interesting statistics detailing the problem

s 
of young people and binge drinking.  From

 those 
statistics tw

o new
 definitions w

ere established 
to enable the general public to understand w

hat 
‘binge drinking’ is and the difference betw

een 
‘binge drinking’ and ‘chronic drinking’.  ‘B

inge 
drinkers’ are those ... ‘w

ho drank above double 
the recom

m
ended daily guidelines on at least one 

occasion in the last w
eek’ (C

abinet O
ffice 2004 

p.11). ‘C
hronic drinkers’ w

ere considered to be 
those w

ho regularly drank large am
ounts.  These 

definitions did not satisfy the general public or the 
m

edia, as it suggested that if m
en drank betw

een 
3-3 ½

 pints of lager or 8 vodkas and w
om

en drank 
m

ore than 2-2 ½
 pints of larger or 6 vodkas on 

one occasion in the last w
eek (using the sam

e 
%

A
B

V
 lager and vodka show

n in the exam
ples 

above) they could be considered a ‘binge drinker’.  
G

eneral opinion said it “w
as ridiculous” as it w

as 
very lim

iting and involved drinking less than the 
definition suggested in 1999! M

ore im
portantly, 

consum
ers felt they w

ere being given a very 
negative “label”.  To aid scholars, The Journal 
of S

tudies on a
lcohol and d

rugs (2008) stated 
that w

hen subm
itting a docum

ent to their journal 
containing the term

 “binge drinking”, it m
ust be 

referring to extended alcohol intake for periods 
of, such as tw

o days or m
ore.  A

dditionally, the 
Journal argues that ‘binge drinking’ refers to a 
person w

ho continues alcohol intake to the point 
of intoxication, and that the norm

al activities of the 
m

an or w
om

an are set aside in order to continue 
to drink alcohol.  N

orm
al activities include, looking 

after the hom
e, w

orking and general day to day 
living.  This definition provides “factual” behaviour 
such as w

hen and for how
 long drinking takes 

place and has a definite outcom
e – intoxication.  

It seem
s, therefore, that a definition, agreed by 

G
overnm

ent and academ
ics has not as yet been 

agreed.  It seem
ed, therefore, a natural step to go 

outside the w
alls of G

overnm
ent and academ

ia and 
ask the general public to define “binge drinking” to 
ascertain w

hat it m
eans to them

.  

e
m

pirical r
esearch - S

am
pling 

The research question for the inductive em
pirical 

research is “W
hat does binge drinking m

ean to 

young people?”  the sub-question is “d
oes binge 

drinking 
have 

a 
different 

m
eaning 

dependent 
upon the characteristics of the sam

ple set?”  The 
overriding research question form

ed the basic 
discussion during the research process.  E

m
pirical 

research 
has 

taken 
place 

on 
three 

separate 
occasions w

ith three sam
ple sets, how

ever, the 
research question, inductive enquiry and data 
analysis through content analysis w

as the sam
e 

for each sam
ple set.

the sam
ple set characteristics are:-

120 participants aged 16 or 17 in their school - 
E

ngland

89 participants aged 18-28 in their w
orkplace - 

E
ngland

25 participants aged 21 –28 full-tim
e w

orkers - 
P

oland

Findings
Q

ualitative content analysis w
as used for each 

sam
ple set.

S
am

ple set 16 or 17 years of age in E
ngland

The 
m

ain 
content 

category 
of 

binge 
drinking 

described 
by 

16 
and 

17 
year 

olds 
is 

““w
ilful 

intoxication””.  

“w
ilful intoxication”

“going out to get drunk”

“drinking excess am
ount for no other reason than 

becom
ing drunk”

“drinking too m
uch just to get sm

ashed”

“drinking excessively because you w
ant to get 

drunk”

The above statem
ents represent alm

ost a third of 
the responses from

 16 and 17 year old participants.  
Their understanding of binge drinking is based on 
a psychological m

otivation – to get drunk.  This 
understanding does not sit w

ith any of the earlier 
definitions; therefore, the m

otivation behind the act 
of excessive drinking should be taken seriously 
and investigated further.  Tw

o 16 or 17 year old 
participant did expand further w

ith a hint as to the 
m

otivation of binge drinking by stating it is done 
because of boredom

 and w
hen feeling upset.

The second m
ost com

m
on content category of 

binge drinking described by 16 and 17 year olds 
is “H

igh num
ber of units during a short period of 

tim
e”. 

H
igh num

ber of units during a short period of tim
e  

“drinking 3 to 4 units per hour”

“drinking 6 units of alcohol in a short period of 
tim

e”

“drinking m
ore than you w

eekly recom
m

ended 
units of alcohol in one sitting”

“drinking large am
ounts of alcohol in a short period 

of tim
e about 5 pints per night”

The 
above 

statem
ents 

suggest 
that 

the 
U

K
 

G
overnm

ent’s 
societal 

television 
and 

poster 
advertising 

m
ay 

be 
having 

an 
effect 

on 
the 

know
ledge young people have regarding standard 

alcohol 
units. 

 
S

im
ilarly, 

education 
in 

schools 
includes 

discussions 
regarding 

alcohol; 
w

hich 
also m

ay raise aw
areness of standard alcohol 

units and the recom
m

ended daily standard units of 
alcohol.  A

lm
ost a quarter participants, therefore, 

had sim
ilar thoughts to the C

abinet O
ffice’s binge 

drinking definition described above.

A
d 

hoc 
definitions 

from
 

16 
and 

1 
year 

olds 
included econom

ic and physiological elem
ents.  

For exam
ple:

E
conom

ic factors included “until you have spent 
up” and “drinking until you have run out of m

oney”

These above tw
o statem

ents suggest that young 
people feel they have “binged” w

hen they have 
spent all the m

oney they have had.

P
hysiological aspects of binge drinking include 

statem
ents such as “drinking until you throw

 up”  
“getting drunk and w

aking up w
ith a hangover” and 

“drinking until you just cannot drink any m
ore”.

S
am

ple S
et - 18-28 in their w

orkplace - e
ngland 

S
om

e of the older participants w
ere critical of the 

term
 binge drinking by saying...

“It’s 
the 

G
overnm

ent 
saying 

people 
drink 

too 
m

uch...it’s against youth culture and targeted at 
people w

ho just like a drink”

“S
om

e guy in a w
hite coat or the G

overnm
ent says 

tw
o and a half pints – I have that over lunch and 

it’s not a binge.”

H
ow

ever, it seem
s that 18-28 year old w

orkers are 
generally aw

are of the societal advertisem
ents and 

know
ledge of standard alcohol units from

 school/
w

ork or discussions w
ith fam

ily and friends.

H
igh num

ber of units during a short period of tim
e  

“D
rinking over a short period of tim

e”

“N
ot know

ing your lim
its and drinking w

ay too 
m

uch”

“D
rinking to that extent w

here you exceed your 
recom

m
ended daily allow

ance”

“D
rinking far m

ore that you’re actually supposed 
to about 15 double vodkas and 5 pints of lager as 
w

ell”

the second characteristic suggested by 18-28 
year olds certainly seem

ed to draw
 from

 personal 
experiences 

of 
psychological 

and 
physical 

outcom
es – such as losing control and behaving 

erratically.  P
articipants often included the physical 

elem
ent of hangovers as an outcom

e/consequence 
of binge drinking.

P
sychological/P

hysical

“D
rinking to the extent that you lose control of 

yourself and your actions”

“D
rinking to the point w

hen you are not in control of 
your em

otions or physical being”

“O
verdoing it so m

uch that you can’t rem
em

ber 
w

hat you have done [the night before] and have a 
terrible hangover”. 

“W
hen you are in a state and can’t stand up” 

The narrative data analysis show
s that the m

ost 
often stated category of binge drinking by 16 and 
17 year old participants w

as “w
ilful intoxication”. 

this is the least stated category by 18-20 year 
olds.  Interestingly, 16 and 17 year olds are not able 
to buy alcohol from

 licensed prem
ises, how

ever, 
the participants advised that drinking alcohol took 
place in pubs/clubs and bars and not parks or 
house parties.  The m

otivations to drink alcohol, 
therefore, are different for new

, inexperienced 
drinkers than their older counterparts.  tw

o 18 to 
28 year olds participants how

ever did state that 
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‘binge drinking’ w
as a w

ilful act by stating is w
as 

... ...“D
rinking to get drunk” and “The aim

 is to 
consum

e as m
uch as possible as quickly as 

possible”.

S
am

ple S
et aged 21 – 28 participants are w

orking 
full tim

e -P
oland 

B
inge drinking in P

oland is actually reducing – if 
using the U

K
 C

abinet O
ffices definition referring 

to those people ... ‘w
ho drank above double the 

recom
m

ended daily guidelines on at least one 
occasion in the last w

eek’ (C
abinet O

ffice 2004 
p.11).  The reason for this is due to cultural and 
industry changes.  For exam

ple, industry has 
reduced the standard m

easure of vodka served 
from

 100m
l to betw

een 30 and 40 m
l.  a

lso beer 
is replacing spirits as the “drink of choice” w

ith 
popular brands including Tyskie, Zubr and Lech.   
B

inge drinking has the sam
e categories as those 

found by 16 and 17 year olds and 18-28 year olds 
in full tim

e w
ork.

H
igh num

ber of units during a short period of tim
e 

N
one.

“w
ilful intoxication”

 “E
xasperation of drinking to get drunk out of all 

proportion”

“It’s about drinking too m
uch, not to relax, just to 

get drunk”

“G
oing out totally to get drunk”

P
sychological/P

hysical

 “W
hen people cannot control them

selves and 
drinking becom

es a serious problem
 as they have 

another drink w
hen either they w

ant it or not.”

“G
et rid of the frustrations of the day”

“D
rinking to get buzzed and doing things that are 

out of drink loses control”

The 
P

olish 
participants 

did 
not 

discuss 
binge 

drinking as “drinking over recom
m

ended daily 
am

ounts” or “standard size of units” or “session 
drinking”.  These elem

ents do not seem
 part of 

their collective thought.  H
ow

ever, they are aw
are 

of “w
ilful intoxication” as a reason to take part 

in ‘binge drinking’ and how
 drinking can have 

psychological and physical effects. 

The research question sought to establish w
hat 

binge drinking m
eans to young people aged 16 to 

28.  three distinct categories w
ere highlighted in 

the narrative data, discovered through qualitative 
content analysis.  the three categories are:-

“H
igh num

ber of units during a short period of 
tim

e” 

“W
ilful intoxication”

“P
sychological/P

hysical”

the 
sub-research 

question 
w

as 
“d

oes 
binge 

drinking have a different m
eaning dependent upon 

the characteristics of the sam
ple set?”  The narrative 

data findings do show
 there to be a difference 

betw
een the sam

ple sets.  P
olish participants did 

not consider binge drinking as an activity connected 
to the am

ount of standard alcohol units drunk over 
a short period of tim

e and yet this w
as stated m

any 
tim

es by both 16 and 17 year old students and 18 
to 28 year old participants in full tim

e w
ork.  16 

and 17 year old students thought binge drinking 
w

as “going out to get drunk” far m
ore often than 

participants from
 an older sam

ple set.  H
ow

ever, 
“w

ilful intoxication” w
as m

entioned by all sam
ple 

sets. Just as G
overnm

ents and academ
ics find it 

im
possible to agree on a definition, the em

pirical 
w

ork analysed here show
s that binge drinking 

has different m
eanings to different people.  The 

narrative data does show
 there are three different 

“m
eanings”.  H

ow
ever, just as this research w

as 
getting tow

ards a useful conclusion of having three 
classifications of binge drinking a new

 alcohol 
problem

 arrives on the scene.  

The N
ew

 A
lcohol P

roblem
 on the S

cene
‘E

xtrem
e drinking’ is a new

 term
 to describe the 

activities that young people engage in, w
ith know

n 
m

otivations and outcom
es.  To ensure clarity, 

the ‘extrem
e drinking’ definition sets out five key 

criteria: these m
ust be involved for drinking to be 

extrem
e. 

Intoxication m
ust occur, w

ithin a short period of 
tim

e, involves a high num
ber of alcoholic drinks, 

such that high levels of alcohol in the blood of the 
young person can be m

easured. The m
otivations 

of extrem
e drinking are to specifically lose control 

or ‘controlled loss of control’ (M
easham

 2002), to 

1.2.3.

go drinking to get drunk,  to take risks and push 
boundaries, and to go further than acceptable 
social levels w

ould allow
.  The process that takes 

place during ‘extrem
e drinking’ does not happen 

alone.  M
artinic &

 M
easham

 (2008) explain that 
‘extrem

e 
drinking’ 

is 
a 

social 
activity, 

w
here 

peers encourage each other to behave in that 
w

ay.  B
ecause the activity is w

ith friends, the 
cam

araderie is heightened and the experience, 
shared pleasure, hedonism

 and it engenders a 
positive attitude.  O

ne of the m
ain outcom

es is 
drunkenness.  

W
hen drunkenness is associated w

ith disorderly 
behaviour 

there 
are 

negative 
consequences 

to society at large, but if contained w
ithin the 

social group disorderly behaviour is often self-
policed and the “m

em
bers” kept safe.  H

ow
ever, a 

negative outcom
e could also be severe reduction 

in finances and possibly tim
e off w

ork due to the 
“m

orning after” effect. The final key aspect of 
extrem

e drinking is the alcohol experience.  W
hen 

a group of friends and/or peers engage in this type 
of activity they dem

onstrate they can “handle their 
beer”. E

xtrem
e drinking associated w

ith the rituals 
of sports team

s, initiation cerem
onies, or S

tag and 
H

en nights is seen as extrem
e but acceptable. 

For the m
ost part these are not regular activities. 

In the context of sport, for instance, there is an 
increasing aw

areness of the negative effect of 
alcohol on sport perform

ance. A
lso they occur, 

for the m
ost part, w

ithin the boundaries of their 
ow

n ‘com
m

unity’.   This requires a careful social 
m

anagem
ent system

, to ensure that the negative 
effects of this behaviour are contained. It does 
question, how

ever, the long term
 w

ider culture and 
of the m

oral developm
ent of young people.    

C
onclusion

The 
evidence 

provided 
by 

the 
W

orld 
H

ealth 
O

rganisation show
s that excessive drinking is 

a w
orldw

ide problem
 through prem

ature deaths 
and disability-adjusted life years (d

a
ly

s).  M
ost 

countries 
have 

an 
alcohol 

strategy 
w

hich 
is 

form
ulated from

 the W
orld H

ealth O
rganisation’s 

guidelines 
and 

objectives 
from

 
countryw

ide 
com

m
ittees 

such 
the 

E
uropean 

C
om

m
ission.  

A
lcohol 

strategies 
are 

created 
based 

on 
the 

specific cultural and health issues.  G
enerally, 

alcohol strategies have a key role in reducing 
alcohol related harm

 through excessive drinking, 
currently referred to as ‘binge drinking’ and m

ore 
recently ‘extrem

e drinking’.  B
inge drinking is a term

 

w
hich has been used for over 10 years and yet 

finding a definition, to enable countries to provide 
w

ith like research results, has not been achieved.  
E

m
pirical 

research 
asking 

three 
sam

ple 
sets 

“w
hat binge drinking m

eans to them
” took place.  

N
o consensus of opinion w

as achieved; how
ever, 

three clear sub-categories w
ere established.  O

ne 
sub-category w

hich featured highly in each sam
ple 

set w
as “w

ilful intoxication”.  Further research 
should take place as to the m

otivations behind the 
desire for “w

ilful intoxication”. 

The behaviour of citizens and their relationship 
w

ith alcohol does not seem
 to have changed 

over the centuries and it w
ould be interesting 

if 
the 

H
onourable 

B
ede’s 

(8th 
C

entury) 
and 

D
ostoevsky’s 

(19th 
C

entury) 
w

ould 
still 

report  
‘oceanic’ consum

ption and drinking to the point 
of intoxication w

ere they to visit us in the 21st 
C

entury!
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A
bstract

G
overnm

ents, according to M
ason (2008) and 

Tassiopoulos (2005) are frequently referred to as 
the public sector of the events industry. The role of 
the public sector how

ever in m
any countries has 

w
hat seem

s, at face value, to be contradictory. 
G

overnm
ents not only try to regulate events but 

also have a role in the m
arketing of events.

O
n 15 M

ay 2004, S
outh A

frica w
as announced as 

the w
inner of the bid to host the 2010 FIFA W

orld 
C

up™
, a decade after the country’s first dem

ocratic 
elections. D

uring the bidding process leading up 
this announcem

ent, the benefits of hosting such 
a m

ega event w
ere argued. A

part from
 branding 

it as an ‘A
frican C

up’, in line w
ith the then S

outh 
A

frican P
resident, Thabo M

beki’s notion of an 
‘A

frica R
enaissance’ and pan-A

frican solidarity 
and integration. A second argum

ent focused on 
the econom

ic benefits of hosting the event.

The vision of the 2010 FIFA W
orld C

up™
, according 

to 2010 FIFA W
orld C

up S
outh A

frica (2008): “w
ill 

seek to strengthen the A
frican and S

outh A
frican 

im
age, prom

ote new
 partnerships w

ith the w
orld as 

w
e stage a unique and m

em
orable event that w

ill 
inspire us to drive our collective determ

ination to 
be significant global players in all fields of hum

an 
endeavour”.

This case study follow
s an eclectic approach, 

w
hich applies the dim

ensions and variables of 
sustainability and im

pact presented by Vanclay 
(2002; 2003; 2004), G

ursoy, K
im

 and U
ysal (2003), 

Vancouver 2010 and A
S

TS
 (2008), and G

etz (2007). 
For S

outh A
frica, like m

any developing countries, 
developm

ent 
is 

of 
critical 

im
portance 

and 
an 

im
portant instrum

ent to undo the socio-econom
ic 

legacy of apartheid. A
n event such as the 2010 

FIFA W
orld C

up™
 can result in significant socio-

econom
ic developm

ent for the country. H
ow

ever, 
it is the sustainability and socio-econom

ic legacy 
of the event that w

ill determ
ine this outcom

e. 
H

ere, 
the 

study 
has 

applied 
six 

indicators 
of 

sustainability, including the political im
pact, social 

context and com
m

unity cohesiveness, econom
ic 

spin-offs, social incentives, environm
ental im

pact 
and the social cost. The sustainability of each of 
these indicators is already challenged in the run-
up to the event. 

K
ey w

ords

P
olitics, im

pacts, 2010 FIFA W
orld C

up™
, planning, 

destination m
anagem

ent, tourism
, society, S

outh 
A

frica

Introduction 
G

overnm
ents, according to M

ason (2008) and 
Tassiopoulos (2005) are frequently referred to as the 
public sector of the events industry. G

overnm
ents 

are not com
m

ercial organisations focussed on 
profit, but are organisations that are m

eant to 
represent the view

s of taxpayers and electorates. 
G

etz (2007: 403) states “events are an im
portant 

m
otivator of tourism

, and figure prom
inently in 

the developm
ent and m

arketing plans of m
ost 
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destinations”. “G
lobally”, states W

hitford (2008: 
1), “governm

ents are increasingly utilising events 
as 

vehicles 
for 

regional 
developm

ent 
as 

they 
continue to dem

onstrate a capacity to generate 
positive com

m
ercial outcom

es for host regions”. 
increasingly, according to N

auright (2004: 1326), 
‘m

ajor 
sporting 

com
petitions 

and 
tournam

ents 
are regarded as “events” to be “m

arketed” and 
term

s such as “hallm
ark” and “m

ega” suggest 
size really does m

atter. The lure of large and 
spectacular events is thought by governm

ents to 
be an expedient w

ay to attract (or leverage) m
edia 

interest to a host city w
hich is hoped w

ill translate 
into an influx of capital through tourism

 and new
 

investm
ent’. 

If the public sector m
anages and coordinates 

effectively, a w
ell-designed event strategy has 

the potential to deliver the social benefits and 
achieve the follow

ing objectives for a destination 
(Tassiopoulos, 2005: 3):

provide a m
eans by w

hich to reinforce a 
destinations’ benefits and attributes and 
generate a favourable im

age for the destination 
as a tourist destination (Leveraging the benefits 
of hosting the event);

establish a destination as a m
ajor tourist 

attraction by attracting  high yield visitors, 
especially repeat visitors;

enhance a destinations’ com
petitive position 

w
ithin a country and place it on the global 

tourist m
ap;

generate an increased rate of tourist grow
th;

truly bring a destination to life, show
casing its 

brand personality and instilling confidence and 
pride in its local com

m
unity;

m
axim

ise the use of, and revenue for, existing 
facilities

increased favourable incidental m
edia 

coverage through the event platform
 that 

extends the norm
al com

m
unication reach;

im
prove the organisational m

arketing and 
bidding capability of the com

m
unity; and

Increase com
m

unity support for events.

The 
m

ain 
reason 

for 
the 

involvem
ent 

of 
the 

governm
ent sector in events is that the public 

sector is intended to be im
partial w

ith no particular 

•••••••••

vested or com
m

ercial interest; is m
andated to 

represent the w
hole population and not just a 

single set of stakeholders or interest group; and, 
takes a longer-term

 view
 of events developm

ent 
than, for exam

ple, the private sector. The role of 
the public sector, how

ever, in m
any countries has 

w
hat seem

s, at face value, to be contradictory. 
G

overnm
ents not only try to regulate events but 

also have a role in the m
arketing of events. It is 

noted by M
ason (2008) that m

arketing is usually 
associated w

ith the prom
otion of (events) tourism

, 
how

ever, there are incidents w
hen m

arketing is 
used as a control m

easure (sim
ilar to de-m

arketing) 
of (event) tourism

 destinations and offerings. S
uch 

public sector strategies are often follow
ed, for 

exam
ple, w

here (event) destinations have fragile 
environm

ents or their carrying capacities has been 
exceeded. The public sector has also tended to 
rely on the education of the (event) visitors in an 
attem

pt to m
odify behaviour in relation to potential 

and real im
pacts. S

uch efforts often involve codes 
of conduct targeted at event visitors or sectors 
of the (events) industry in an attem

pt to regulate 
behaviour. Legislation aim

ed at controlling (event) 
visitor behaviour is increasingly being approved by 
governm

ents.

the role of the public sector in m
ega-events is 

clearly illustrated in S
outh A

frica’s hosting of the 
2010 FIFA (International Federation of Football 
A

ssociations) W
orld C

up™
, the w

orld’s largest and 
m

ost expensive sports event. S
occer is considered 

as the largest sport industry and spectator sport in 
S

outh A
frica (M

ail &
 G

uardian B
usiness N

ew
s, 26 

O
ctober 2007: 2). FIFA’s com

petitive international 
bidding process - w

ith governm
ents only as the 

bidders - contributes to the prestige associated 
w

ith hosting the event. N
ational governm

ents have 
to produce, for exam

ple, certain legal guarantees 
before FIFA announces the host country, as w

ell 
as hosting the 2010 FIFA W

orld C
up™

 being 
considered a political process. 

S
ince S

outh A
frica’s first dem

ocratic election in 
a

pril 1994, the country has em
erged from

 its 
international isolation due to its apartheid policies. 
A

part from
 the country’s grow

th in form
al diplom

atic 
relations, it has, as indicated in Table 1, also hosted 
num

erous 
m

ultilateral 
conferences 

and 
m

ajor 
international m

ega events, w
hich are indicators 

of its integration into the international com
m

unity. 
These events are an effective tool to m

arket or 
brand S

outh a
frica, a revenue-generating industry, 

an 
opportunity 

for 
infrastructure 

developm
ent, 

creating 
em

ploym
ent 

opportunities, 
increasing 

tourism
 to S

outh A
frica, and as a contributor to 

nation-building (Van der W
esthuizen, 2006; Van 

der M
erw

e and Van der W
esthuizen, 2006; Van 

der M
erw

e, 2007 and k
achkova, 2008).

in 2008, the S
outh a

frican G
overnm

ent outlined 
its strategy to address som

e of the country’s 
m

ost pertinent socio-econom
ic challenges. the 

elem
ents of the strategy include:

S
peeding up grow

th and transform
ing the 

econom
y;

Fighting poverty;

B
uilding social cohesion and state legitim

acy;

P
ursuing the values of international 

cooperation; and 

••••

B
uilding a developm

ental state (The 
P

residency, 2008a).

The purpose of this paper is to present a prelim
inary 

analysis of S
outh A

frica’s hosting of the 2010 FIFA 
W

orld C
up™

 in term
s of the key indicators of 

sustainability: social, cultural and political im
pact; 

environm
ental im

pact; and econom
ic im

pact. The 
paper also analyses the politics and policy issues 
associated w

ith S
outh A

frica’s hosting of the event. 
This paper further assesses the increasing im

pact 
on S

outh A
frica’s citizens’ lives and indeed the 

entire developm
ent and direction of society in the 

country.

Table 1: S
election of international conferences and 

m
ega events hosted by S

outh a
frica since 1994 

(the P
residency, 2008: 58)

•

Table 1: Selection of international conferences and m
ega events hosted by South A

frica since 
1994 (The Presidency, 2008: 58)

A
nalytical fram

ew
ork

This paper follow
s an eclectic (or interdisciplinary 

research) approach to political, policy and im
pact 

analysis, 
w

hich 
applies 

the 
com

prehensive 
dim

ensions and variables of sustainability and 
im

pact (see table 2), developed by Vanclay (2002; 

2003; 
2004), 

G
ursoy, 

k
im

 
and 

u
ysal 

(2003), 
Vancouver 2010 and International A

cadem
y of 

S
port S

cience and technology (a
iS

tS
) (2008), 

G
etz (2007) and G

rundling and S
teynberg (2008),  

and detailed in table 2.
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G
enerally, 

as 
detailed 

in 
table 

2, 
this 

paper 
considers S

outh A
frica’s hosting of the 2010 FIFA 

W
orld C

up™
 in term

s of the follow
ing key indicators 

of sustainability:

S
ocial, cultural and political im

pact;

E
nvironm

ental im
pact; and

E
conom

ic im
pact.

In 2002, an event strategy, Tow
ards a national 

event strategy for S
outh A

frica, w
as prepared for 

the official S
outh A

frican tourism
 agency, S

outh 
A

frican Tourism
 (S

AT) and the D
epartm

ent of 
E

nvironm
ental A

ffairs and Tourism
 (D

E
AT) (O

ctagon 
S

outh A
frica, 2002). O

ne of the m
ain conclusions 

of the S
trategy is that ‘a clearly articulated and co-

ordinated event strategy is needed to ensure that 
opportunities are m

axim
ised and potential pitfalls 

are m
inim

ised’ and proposes, am
ongst others ‘a 

com
m

unity-orientated 
approach 

to 
eventing 

in 
S

outh A
frica is required to m

axim
ise and distribute 

event tourism
 benefits. This is in keeping w

ith 
S

outh a
frica’s transform

ational, equity-orientated 
and redress developm

ental 
agenda’ (O

ctagon, 
2002: 112 &

 115). The S
trategy w

as intended to 
inform

 the S
outh A

frican G
overnm

ent’s approach 
to events, its true im

pact is how
ever unknow

n 
as neither of the tw

o com
m

issioning agencies 
(S

AT and D
E

AT) ever form
ally adopted the said 

strategy.

H
istory of the case

O
n 15 M

ay 2004, S
outh a

frica w
as announced 

as the w
inner of the bid to host the 2010 FIFA 

W
orld C

up™
, a decade after the country’s first 

dem
ocratic elections. D

uring the bidding process 
leading 

up 
this 

announcem
ent, 

the 
benefit 

of 
hosting such a m

ega event w
as argued. A

part 
from

 branding it as an ‘A
frican C

up’, in line w
ith 

the then S
outh A

frican P
resident, Thabo M

beki’s 
notion of an ‘a

frica r
enaissance’ and pan-a

frican 
solidarity 

and 
integration. A 

second 
argum

ent 
focused on the econom

ic benefits of hosting the 
event. This announcem

ent w
as a m

om
entous 

occasion, particularly given that it w
as the first tim

e 
that an A

frican country had been chosen to host 
a m

ega-event of this stature. S
ubsequently, the 

2010 FIFA W
orld C

up™
 O

rganising C
om

m
ittee 

(LO
C

) w
as established to oversee preparations 

tow
ards 

ensuring 
S

outh 
A

frica’s 
readiness 

to 
successfully 

host 
this 

im
portant 

event. 
The 

Technical 
C

oordinating 
Team

 
(TC

C
) 

w
as 

also 

•••

established to coordinate the preparatory w
ork of 

national governm
ent departm

ents. The TC
C

 has 
representation from

 several national departm
ents 

including the D
epartm

ent of E
nvironm

ental A
ffairs 

and Tourism
 (D

E
AT) and S

outh A
frican Tourism

 
(S

at). (d
e

at and S
at, 2005: 4).the vision of 

the 2010 FIFA W
orld C

up™
, according to 2010 

FiFa W
orld C

up S
outh a

frica (2008) ‘w
ill seek to 

strengthen the A
frican and S

outh A
frican im

age, 
prom

ote new
 partnerships w

ith the w
orld as w

e 
stage a unique and m

em
orable event that w

ill 
inspire us to drive our collective determ

ination to 
be significant global players in all fields of hum

an 
endeavour’.

C
ore issues

International 
standards 

and 
practices 

for 
sustainable sport events

Internationally, 
this 

study 
has 

noted 
that, 

the 
follow

ing 
organisations 

provide 
standards 

and practice for sustainable sport events and 
practices:

The International S
tandards O

rganisation’s 
(iS

O
) iS

O
 14001: 2004 environm

ental 
m

anagem
ent system

s assist organisations 
to m

inim
ise their environm

ental im
pact and 

com
ply w

ith the relevant law
s and regulations. 

The G
lobal R

eporting Initiative’s (G
R

I) 
S

ustainability R
eporting Fram

ew
ork is the 

w
orld standard in sustainability reporting 

guidelines vis-à-vis environm
ental and 

econom
ic perform

ance of an event.

The International O
lym

pic C
om

m
ittee (IO

C
), 

and, the U
N

’s (U
nited N

ation) O
lym

pic 
M

ovem
ent A

genda 21, w
hich provides a 

blueprint for sustainable developm
ent

The B
ritish S

tandards Institute (B
S

I) has 
tw

o standards, B
S

 8900: 2006 G
uidance for 

m
anaging sustainable developm

ent and B
S

 
8901: 2007 S

pecification for a sustainable 
event m

anagem
ent system

 w
ith guidance 

for use. B
S

 8900: 2006 assists organisations 
to develop an approach to sustainable 
developm

ent. B
S

 8901: 2007 outlines all the 
requirem

ents for planning and m
anaging 

sustainable events.

••••

Table 2: Indicators of the sustainability of the 2010 FIFA W
orld C

up™
 in South A

frica 
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U
N

E
P (U

nited N
ations E

nvironm
ent 

P
rogram

m
e) (Vancouver 2010 and A

IS
TS

, 
2008: 2, 15-16)

S
outh 

A
frica 

faces 
m

any 
of 

the 
problem

s 
experienced by developing countries, in w

hich 
rapid 

industrialisation, 
population 

grow
th 

and 
urbanisation 

pose 
a 

threat 
to 

the 
quality 

of 
the 

environm
ent. 

The 
N

ational 
E

nvironm
ental 

M
anagem

ent a
ct (a

ct N
o. 107 of 1998) (N

e
M

a
) 

is the fram
ew

ork legislation on w
hich m

ost of 
the 

subsequent 
provincial 

and 
local 

authority 
environm

ental responsibilities are based. S
ection 

16(4)(b) of N
e

M
a requires m

unicipalities to adhere 
to relevant E

nvironm
ental Im

plem
entation P

lans 
(E

IP
s) 

and 
E

nvironm
ental 

M
anagem

ent 
P

lans 
(E

M
P

s) w
hen preparing any program

m
e or plan 

(including the planning and hosting of events); 
including Integrated D

evelopm
ent P

lans (ID
P

s) 
and Land D

evelopm
ent O

bjectives (LD
O

s).

The 
enforcem

ent 
of 

environm
ental 

legislation 
how

ever is critical for the protection of eco-system
s 

and the prom
otion of sustainable developm

ent in 
S

outh A
frica. Far too often, the good intentions 

of law
s such as the N

E
M

A are underm
ined by 

an inability of provincial and local governm
ent 

to effectively enforce com
pliance or to m

onitor 
developm

ents after the R
ecords of D

ecisions for 
individual projects (including the planning and 
hosting of events) have been handed dow

n. 

A
t the tim

e of w
riting this paper, the research 

findings 
suggests 

that 
S

outh 
A

frican 
events 

m
anagers do not need to com

ply w
ith standards 

sim
ilar to the B

ritish S
pecification for a sustainable 

event m
anagem

ent (B
S

 8901:2007). H
ow

ever, 
the S

A
N

S
 10366:200X

 health and safety general 
requirem

ents standard at live events w
as recently 

published, according to the E
xhibition A

ssociation 
of S

outhern A
frica (E

X
S

A
) (2006: internet) by 

the S
A

B
S

 (S
outh A

frican B
ureau of S

tandards) 
S

tandards D
ivision. This standard specifies the 

m
inim

um
 requirem

ents for a person or organisation 
planning, organising and staging a live event. The 
standard includes the identification of the required 
control and m

anagem
ent processes and services, 

as w
ell as health and safety m

anagem
ent. The 

latter is m
ost im

portant, as all entertainm
ent events 

in S
outh A

frica are classified as w
ork activities and 

are therefore subject to the O
ccupational H

ealth 
and S

afety a
ct, 1993 (a

ct N
o 85 of 1993), as 

am
ended from

 tim
e to tim

e. 

•
This paper, consequently, notes that at the tim

e of 
its w

riting that the S
outh A

frican G
overnm

ent does 
not have any other approved standards for events 
and that this poses challenges for m

easuring the 
im

pact of events em
pirically. 

P
olitical aspects

S
everal political events took place since S

outh 
A

frica w
as announced as the successful bidder in 

2004 of the 2010 FiFa W
orld C

up™
.

The ruling A
frican N

ational C
ongress (A

N
C

) party 
held its 52nd N

ational C
onference at the U

niversity 
of lim

popo in P
olokw

ane on 16-20 d
ecem

ber 
2007. In 2009, S

outh A
fricans w

ill go to the polls 
for the country’s fourth post apartheid dem

ocratic 
elections. These elections follow

 on the sacking of 
P

resident M
beki in 2008 and the election of jacob 

Zum
a as the ruling party’s president. Zum

a is also 
the party’s presidential candidate for the A

pril 2009 
elections. Zum

a is facing serious allegations of 
corruption related to S

outh A
frica’s arm

s deal and 
his court appearance has been set for A

ugust 2009. 
C

oncerns have been raised about the im
plications 

of these allegations and the perceptions of his 
presidency in the run up to the 2010 FIFA W

orld 
C

up™
 event in 2010. 

Legacy
S

tates’ 
behaviour 

is 
shaped 

by 
elite 

beliefs, 
identities, 

and 
social 

norm
s 

(M
ingst, 

2004). 
Therefore, identities are shaped, and changed 
through ideas and practices. M

oreover, states’ 
identities and national interests result from

 the 
social 

identities 
of 

individuals. 
Like 

R
ealists, 

C
onstructivists regard pow

er as im
portant, but 

depart from
 R

ealists in their claim
 that pow

er is not 
only m

aterial, but that the pow
er of ideas, culture 

and language are significant (M
ingst, 2004). 

S
ince 1994, the post apartheid S

outh a
frican 

G
overnm

ent has repeatedly em
phasized the m

oral 
and norm

ative agenda of its dom
estic policies 

and 
international 

relations. 
Furtherm

ore, 
since 

1994, S
outh a

frica has proclaim
ed an identity for 

itself as that of a global norm
 entrepreneur, i.e. a 

state that com
plies w

ith internationally acceptable 
behaviour, but also initiates new

 norm
ative ideas 

(G
eldenhuys, 2006). Thabo M

beki’s, S
outh A

frica’s 
president from

 1999 until 2008, idea of an a
frican 

R
enaissance is an exam

ple of the country’s norm
 

entrepreneurship. H
ere, the objective w

as to w
ork 

tow
ards ending the continent’s w

ars and im
prove 

developm
ent, as w

ell as speaking on behalf of 
the continent. M

beki’s idea m
anifested, inter alia, 

in, S
outh A

frica’s bidding and hosting of the 2010 
FIFA W

orld C
up™

. In fact, M
beki declared the 

2010 events as an ‘A
frican W

orld C
up.

Throughout 
its 

bidding 
process, 

S
outh 

A
frica 

placed an em
phasis on ‘m

aking it [the 2010 FIFA 
W

orld C
up™

] an A
frican event, one that w

ill help 
spread 

confidence 
and 

prosperity 
across 

the 
entire continent’, ‘S

outh A
frica stands not as a 

country alone – but rather as a representative of 
A

frica and as part of an A
frican fam

ily of nations’ 
and ‘the successful hosting of the FIFA W

orld 
C

upTM
 in A

frica w
ill provide a pow

erful, irresistible 
m

om
entum

 to [the] A
frican renaissance (R

epublic 
of S

outh a
frica, 2008a: internet)’. 

In constructing it as an A
frican C

up, the S
outh 

A
frican 

G
overnm

ent 
stated 

that 
the 

event 
is 

intended to have a clearly defined legacy and 
social im

pact:

‘A
n event that w

ill create social and econom
ic 

opportunities throughout A
frica’. In fact, 

S
outh A

frica’s hosting of the event as an 
A

frican event is strongly supported by the 
A

frican U
nion (A

U
), w

hich ‘seeks to prom
ote 

sport as an instrum
ent for sustainable 

econom
ic developm

ent and poverty reduction, 
peace,solidarity and social cohesion.’

‘To ensure that one day, historians w
ill reflect 

upon the 2010 W
orld C

up as a m
om

ent w
hen 

A
frica stood tall and resolutely turned the tide 

on centuries of poverty and conflict. W
e w

ant 
to show

 that A
frica’s tim

e has com
e’ (R

epublic 
of S

outh a
frica, 2008a: internet).

In N
ovem

ber 2006, the A
frican Legacy P

rogram
m

e, 
a 

joint 
responsibility 

of 
the 

Local 
O

rganising 
C

om
m

ittee 
(LO

C
) 

and 
the 

S
outh 

A
frican 

governm
ent, 

w
as 

announced. 
For 

the 
S

outh 
A

frican G
overnm

ent, ‘one of the m
ain inspirations 

behind S
outh A

frica’s preparations for 2010 FIFA 
W

orld C
up™

 – that being to leave a legacy for the 
a

frican continent (r
epublic of S

outh a
frica, 2008a: 

internet).

The objectives of the A
frican Legacy P

rogram
m

e 
are to:

support the realisation of the objectives of the 
A

frican R
enaissance such as the program

m
es 

•••

of the A
frican U

nion’s N
ew

 P
artnership for 

A
frica’s D

evelopm
ent (N

E
PA

D
);

ensure A
frican participation in the event;

develop and advance A
frican football; and

im
prove a

frica’s global im
age and com

bat a
fro-

pessim
ism

 (r
epublic of S

outh a
frica, 2008a: 

internet).

Furtherm
ore, 

the 
S

outh 
A

frican 
G

overnm
ent 

m
aintains 

that 
the 

legacy 
of 

the 
2010 

FIFA 
W

orld C
up™

 w
ill be ‘different from

 that typically 
associated w

ith other large sporting events for 
three m

ain reasons:

The legacy benefits are not to be confined to 
the host country. 

The host country itself has m
ade an 

undertaking to m
ake the continent-w

ide legacy 
one of the core focus areas of preparations for 
the event. 

The A
frican U

nion is actively involved in 
ensuring that the 2010 FIFA W

orld C
up™

 
legacy agenda is ow

ned continent-w
ide’ 

(r
epublic of S

outh a
frica, 2008a: internet). 

The 
S

outh A
frican 

governm
ent 

stated 
that 

its 
contribution to the A

frican Legacy P
rogram

m
e is 

included in collaboration w
ith A

frican countries in a 
num

ber of projects in the follow
ing areas:

peace and nation-building;

football support and developm
ent;

environm
ent and tourism

;

culture and heritage;

com
m

unication; 

telecom
m

unications; and 

C
ontinental security cooperation (G

overnm
ent 

of S
outh a

frica, 2008a: internet). 

S
outh A

frica, w
ith A

frican states such as A
ngola, 

B
otsw

ana, 
Lesotho, 

M
ozam

bique, 
N

am
ibia, 

S
w

aziland, Zam
bia and Zim

babw
e are using the 

2010 FIFA W
orld C

up™
 event to develop seven 

trans-frontier 
conservation 

areas 
in 

southern 
A

frica, 
w

hich 
w

ill 
contribute 

to 
sustainable 

environm
ental developm

ent, but also providing 
opportunities for eco-tourism

 (r
epublic of S

outh 

•••••••••••••



I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

608
609

I
n

t
e

r
n

a
t

io
n

a
l 

J
o

u
r

n
a

l 
o

f
 

M
a

n
a

g
e

m
e

n
t

 
C

a
s

e
s

a
frica, 2008d: internet). the 2010 FiFa W

orld 
C

up LO
C

, according to D
E

AT and S
AT (2005), 

w
ill establish stakeholder relationships w

ith the 
R

egional 
Tourism

 
O

rganisation 
of 

S
outhern 

A
frica (R

E
TO

S
A

), to facilitate the developm
ent of 

R
E

TO
S

A packages, to coordinate efforts to m
arket 

the southern A
frican region m

ore effectively and to 
secure that tourists attending the w

orld cup also 
enjoy the region’s tourist offerings.

S
outh A

frica’s hosting of the 2010 FIFA W
orld 

C
up™

 is stim
ulating developm

ent in neighbouring 
countries. 

The 
M

ozam
bican 

governm
ent, 

for 
exam

ple, 
is 

spending 
U

S
$51 

m
illion 

on 
the 

rehabilitation of a railw
ay line betw

een M
aputo 

and S
outh A

frica. It is also upgrading its road 
netw

ork and investing U
S

$600 m
illion in new

 
tourism

 facilities (r
epublic of S

outh a
frica, 2008d: 

internet).

The A
frican U

nion’s (A
U

) developm
ent program

m
e, 

the N
ew

 P
artnership for A

frica’s D
evelopm

ent  
(N

E
PA

D
), 

has 
established 

an 
Inform

ation 
and 

C
om

m
unications 

Technology 
B

roadband 
Infrastructure N

et (U
hurunet), w

hich is a U
S

$2 
billion 50 000 km

 subm
arine cable w

hich w
ill be 

connecting A
frica directly to India, the M

iddle 
E

ast, E
urope and B

razil. N
ot only w

ill it reduce 
the telecom

m
unication cost for A

frica, but it w
ill be 

com
pleted to provide telecom

m
unications for the 

2010 FIFA W
orld C

up™
 (R

epublic of S
outh A

frica, 
2008d: internet).

Legislation
The S

outh A
frican G

overnm
ent had to provide FIFA 

w
ith 17 guarantees in order to be announced as 

the host. These guarantees cover tourists and FIFA 
delegations’ access to S

outh A
frica, a supportive 

financial environm
ent, intellectual property and 

m
arketing rights, safety and security, healthcare 

services, transport and telecom
m

unications. In 
S

eptem
ber 2006, the S

outh A
frican P

arliam
ent 

prom
ulgated the 2010 FIFA W

orld C
up™

  S
pecial 

M
easures A

ct 
in 

order 
to 

com
ply 

w
ith 

FIFA’s 
requirem

ents. A
m

endm
ents to the Value A

dded 
Tax A

ct, Incom
e Tax A

ct and the C
ustom

s and 
E

xcise A
ct w

ere also prom
ulgated to adhere to 

FIFA’s requirem
ents. S

om
e of these guarantees 

required new
 legislation. For this, the S

outh A
frican 

P
arliam

ent prom
ulgated the follow

ing legislation: 

M
erchandise M

arks A
ct, w

hich gives the W
orld 

C
up protected event status guaranteeing 

•

FIFA’s intellectual property rights and 
preventing am

bush m
arketing; 

R
evenue Law

s A
m

endm
ent A

ct, w
hich 

provides for a supportive financial environm
ent 

for the event (r
epublic of S

outh a
frica, 2008c: 

internet).

The M
inistry of Finance has agreed that 

to w
aive custom

 duties, taxes, costs and 
levies on the im

port and subsequent export 
of goods belonging to the FIFA delegation, 
its com

m
ercial affiliates, the broadcast right 

holders, the m
edia and spectators travelling 

to S
outh A

frica for the 2010 FIFA W
orld C

up™
 

provide adm
inistrative support in handling tax 

connected to the event, and has guaranteed 
unrestricted im

port and export of all foreign 
currencies to and from

 S
outh A

frica (R
epublic 

of S
outh a

frica, 2008c: internet).

The 
political 

im
pact 

of 
these 

guarantees 
is 

significant as it is supported by 17 governm
ent 

m
inistries, it is event specific, and, w

ill influence 
future events in term

s of the legal fram
ew

ork that 
it provides. 

The social context and com
m

unity 
cohesiveness 
E

vents can be used to revitalise cerem
onies and 

rituals and com
bining it w

ith skills and crafts. This 
can inspire and assist w

ith fostering local pride of 
a host com

m
unity and to provide the best possible 

experience to the event attendee. It is further 
indicated by N

auright (2004) that sporting events 
are increasingly em

ulating the O
lym

pic G
am

es by 
incorporating cultural elem

ents, such as cultural 
m

usic, opera and art exhibitions, in an effort to 
present them

selves as broader events. These 
events are com

m
only used in tourist prom

otion to 
present cities and countries as exciting destinations 
w

ith exotic cultures for tourists to consum
e. E

vents 
are the new

 im
age m

akers of governm
ents indicate 

D
effner and Labrianidis (2005) w

hich along w
ith 

place m
arketing, statem

ent of intent and branded 
concepts, are the four principal sym

bolic triggers 
of the ‘creative m

ilieu’ or cultural planning of a 
destination. S

outh a
frica has, for exam

ple, show
-

cased its cultural w
ealth at m

ajor events such as 
the W

S
S

D
 w

hich it hosted in 2002. 

R
esearch by R

oux (2007: internet) indicates that 
during the 2010 FIFA W

orld C
up™

, B
ritish football 

••

fans are m
ost likely to base them

selves in C
ape 

Tow
n, w

ith the second m
ost popular choice of 

destination being w
here the supporters’ national 

football team
s are based for the duration of the 

com
petition. R

oux further suggests that w
hilst 

fans are based in S
outh A

frica for the 2010 FIFA 
W

orld C
up™

 they w
ill be keen to m

ake the m
ost of 

the opportunity of being in the country. The m
ost 

popular destinations for supporters during the 2010 
FIFA W

orld C
up™

 are suggested to be the C
ape 

of G
ood H

ope and C
ape P

oint. B
ritish fans are 

likely to m
ake the m

ost of both w
ine and cultural 

tours during their stay w
ith R

obben Island and 
Table M

ountain being popular places to visit. The 
lure of the golf courses and a round or tw

o of golf 
in S

outh A
frica also ranked high in the research. 

The various other provinces, according to C
TR

U
 

(2008), have a m
arketing focus  that is generally 

sim
ilar. In particular, M

pum
alanga, Lim

popo, and 
Free S

tate w
ill use culture and nature as their 

m
arketing focus and are planning cultural routes 

that w
ould introduce the visitor to the various 

cultures in the provinces. 

r
econciliation and nation-building 

P
rior to 1994, S

outh a
frica’s policy of apartheid 

resulted in racially divided sport, how
ever, since 

1994, the political and social significance of sport 
as an instrum

ent of nation building is recognised 
w

ith the existence of a M
inistry of S

port and 
r

ecreation, w
hich form

alises this nation-building 
objective.

S
outh A

frica is hosting of the 1995 R
ugby W

orld 
C

up and the 1996 A
frica S

occer C
up of N

ations 
is regarded as tw

o events that contributed to 
nation building. The S

outh A
frican G

overnm
ent is 

collaborating w
ith A

frican countries on a

num
ber of 2010 FIFA W

orld C
up™

 projects that 
w

ill contribute to the A
frican legacy, in particular, in 

the areas of peace and nation-building.

S
ocial justice and equity

O
ne of the key factors eroding social cohesiveness 

in S
outh A

frica is persistent incom
e inequality 

(the P
residency, 2008a: 29), w

hich is one of the 
contributing factors to rising levels of crim

e in the 
country. H

igh levels of crim
e m

ean that S
outh A

frica 
is perceived as an unsafe tourist destination.  

S
ocial legacy projects

For the S
outh A

frican G
overnm

ent, its social legacy 
projects for the FIFA W

orld C
up focuses on:

A
rts and culture, relating to the opening and 

closing events for 2010, the N
ational S

ym
bols 

C
am

paign, research on the social history of 
host cities and develop related publications, 
a C

lean-up C
am

paign for host cities, and 
the participation in international architectural 
exhibitions and art festivals. 

S
ports, com

m
unity developm

ent and legacy, 
w

hich w
ill focus on the 2010 FIFA W

orld C
up™

 
Volunteer P

rogram
m

e.

S
chools program

m
e such as the recently 

launched S
chools Football W

orld C
up 

P
rogram

m
e, w

hich w
ill at least 5000 S

outh 
A

frican. 

2010 FIFA W
orld C

up Legacy projects, w
hich 

include sport fields and m
ultipurpose sports 

centres in disadvantaged com
m

unities (G
C

IS
, 

2008: internet). these projects w
ill also focus 

on a sports club support program
m

e, capacity 
building and placem

ent in S
port Federations, 

developm
ent program

m
es at grassroots level, 

talent identification and coach developm
ent. 

A
lm

ost R
 25m

 w
as allocated for these legacy 

projects. r
 17m

 w
as allocated for m

ulti-sport 
code festivals and other recreation events, 
such as a street-football program

m
e, that w

ill 
m

obilise com
m

unities and create aw
areness 

of and enthusiasm
 for the W

orld C
up. A total 

am
ount of R

337m
 w

as allocated to the Leaving 
a Legacy project (R

epublic of S
outh A

frica, 
2008b: internet).

P
overty reduction is one of the U

nited N
ation’s 

M
illennium

 D
evelopm

ent G
oals, as w

ell as that 
of 

the 
stated 

objectives 
of 

the 
S

outh A
frican 

G
overnm

ent. H
um

an developm
ent can im

prove 
through 

infrastructure 
developm

ent 
such 

as 
accessible 

and 
reliable 

public 
transport.The 

G
auteng 2010 FIFA W

orld C
up™

 S
trategy, for 

exam
ple, 

includes 
a 

provincial 
infrastructure 

developm
ent program

m
e (E

ngineering N
ew

s, 29 
M

arch 2007: internet).

E
conom

ics
E

conom
ic 

decline 
is 

an 
issue 

that 
m

any 
governm

ents m
ust deal w

ith. The econom
ic im

pact 

••••
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of events is tied to the social fabric of a particular 
com

m
unity. It is directly linked to the social health 

and confidence of a destination and is a big factor in 
econom

ic grow
th. The S

outh A
frican G

overnm
ent’s 

budgeting for 2010 FIFA W
orld C

up™
 w

as guided 
by priorities that ‘w

ould leave a lasting legacy’ 
and that ‘hosting the event m

ust help S
outh A

frica 
achieve its developm

ent goals’ (R
epublic of S

outh 
a

frica, 2008b: internet). 

C
ost of event

H
osting a m

ega-event such as the 2010 FiFa 
W

orld C
up™

 is costly. Table 3 illustrates the size 
of the budgetary allocations for the event. It is 
estim

ated that r
 2.49 billion w

ill be spend on the 
G

reen P
oint S

tadium
 and R

 20 m
illion on the K

ing 
S

enza-ngakhona 
S

tadium
 

(e
ngineering 

N
ew

s, 
22 June 2007: internet), w

hereas governm
ent’s 

spending on education and health is proportionally 
m

uch sm
aller.

In February 2009, the S
outh A

frican M
inister of 

Finance announced the provision of an additional 
r

 463 m
illion to the 2010 W

orld C
up stadium

s 
construction 

grant. 
The 

national 
governm

ent’s 
overall 

contribution 
to 

stadium
 

construction 
is 

estim
ated to be R

 11.5 billion.  A
dditional allocations 

include r
 508 m

illion in 2009/10 and r
 210 m

illion 
in 2010/11 to the W

orld C
up host city operating 

grant in support of host cities’ preparations for the 
C

onfederations C
up in 2009 (E

ngineering N
ew

s, 
11 February 2009: internet).  

Increased event tourism
 

Table 1 referred som
e of the m

ega international 
events 

that 
S

outh 
A

frica 
has 

hosted 
since 

1994. these events and, for exam
ple, an active 

international 
branding 

cam
paign 

by 
the 

S
outh 

A
frican G

overnm
ent resulted in a steady increase 

in tourism
 to S

outh a
frica. S

ee table 4 in this 
regard. B

y 2007, the direct and indirect econom
ic 

contribution of tourism
 in S

outh A
frica has been 

estim
ated at r

 159. 6 billion, com
pared to r

 104 
billion in 2003 (the P

residency, 2008b: 72).  

The 
increase 

in 
tourism

 
to 

S
outh A

frica 
has 

created m
ore than 400 000 direct em

ploym
ent 

opportunities (the P
residency, 2008a: 68). it is 

expected that the 300 000 visitors estim
ated to 

visit S
outh A

frica for the 2010 FIFA W
orld C

up™
 in 

S
outh a

frica (e
ngineering N

ew
s, 23 january 2008: 

internet) w
ill produce sim

ilar positive results. 

Infrastructure developm
ent

For the S
outh A

frican G
overnm

ent, som
e of the 

m
ain intended econom

ic and social im
pacts of 

the event are im
proved infrastructure, logistics, 

com
m

unications and security. 

B
etw

een 
2006 

and 
2010, 

the 
S

outh 
A

frican 
governm

ent w
ill invest m

ore than r
400 billion 

in 
the 

country’s 
infrastructure, 

w
hich 

includes 
rail freight services and energy production, to 
com

m
unications, 

airports 
and 

ports 
of 

entry. 
B

y 2008, the S
outh a

frican governm
ent’s total 

contribution 
to 

infrastructure 
and 

stadium
s 

am
ounted to r

17.4 billion, w
hich includes:

R
9 billion for the im

provem
ent of transport and 

supporting infrastructure; and

r
8, 4 billion for the construction of five 

stadium
s and upgrading another five 

(G
overnm

ent of S
outh a

frica, 2008b: internet).  

For 
this, 

the 
S

outh 
A

frican 
G

overnm
ent 

has 
com

pleted 
the 

N
ational 

Transport 
O

perational 
P

lan (N
TO

P
) in 2007. E

ach host city has received 
funding to develop its ow

n transport plan (see table 
5). In addition to the N

TO
P, the P

ublic Transport 
Infrastructure and S

ystem
s G

rant (P
TIS

) for the 
2010 FIFA W

orld C
up™

 has been increased from
 

R
9,2 billion to R

13,6 billion (G
overnm

ent of S
outh 

a
frica 2008b: internet). 

The im
plem

entation of the P
TIS

 has gathered 
m

om
entum

 
w

ith 
m

ost 
of 

the 
infrastructure 

either under construction or scheduled to start 
construction 

this 
year. 

In 
addition, 

operational 
transport planning is at an advanced stage. B

y 
O

ctober 2008, revised P
tiS

 allocations to host 
cities am

ounted to:

johannesburg: r
2,832 billion 

Tshw
ane: R

2,069 billion 

E
thekw

ini: R
1,691 billion 

C
ape Tow

n: R
1,030 billion 

N
elson M

andela: r
586 m

illion 

M
angaung: r

425 m
illion 

M
bom

bela: r
421 m

illion 

r
ustenburg: r

324 m
illion 

inter-city buses: r
500 m

illion 

•••••••••••

Table 3: B
udgetary allocations for the 2010 FIFA W

orld C
up™

 (as at 2007) (R
epublic of South 

A
frica, 2007: 6)

Table 4: Tourism
 to South A

frica (The Presidency, 2008a: 68)

Table 5: Selected transport projects in host cities (R
epublic of South A

frica 2008b: internet) 

N
on-host cities: r

414 m
illion (G

overnm
ent of 

S
outh a

frica 2008b: internet).

Im
proved access to airports

S
outh A

frica’s 
national 

event 
bidding 

strategy 
has prioritised bidding to a num

ber the m
ajor 

sports federations, according to D
E

AT and S
AT 

(2005a), including the bidding and hosting of the 

•
2020 or 2024 O

lym
pic G

am
es.  the infrastructural 

investm
ent for the hosting of the 2010 FIFA W

orld 
C

up™
 w

ill set the stage for the successful bidding 
and hosting of other m

ega events in S
outh A

frica.

E
nvironm

ent
G

overnm
ents, according to M

ason (2008), often 
require that E

nvironm
ental Im

pact A
ssessm

ents 
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(E
IA

) be conducted prior to the developm
ent and 

staging of new
 m

ega-event projects. e
ia’s usually 

attem
pt to prevent environm

ental degradation by 
providing decision-m

akers inform
ation about the 

likely consequences of developm
ental actions and 

usually require the com
pletion of the assessm

ent 
of the project prior to developm

ent. The E
IA’s 

not only consider w
hether there is likely to be an 

im
pact but also its intensity. the socio-econom

ic 
and 

environm
ental 

im
pact 

of 
sport 

events 
is 

w
idely accepted. C

om
m

on environm
ental threats 

posed 
by 

sport 
events 

include 
air 

pollution, 
indoor 

air 
quality, 

toxic 
chem

icals, 
pesticides, 

w
ater pollution, noise pollution, cigarette sm

oke, 
depletion 

of 
the 

zone 
layer, 

clim
ate 

change, 
and habitat and biodiversity loss (u

N
e

P, 2008: 
internet). The N

airobi D
eclaration on S

port, P
eace 

and E
nvironm

ent, adopted in 2005, for exam
ple, 

acknow
ledges 

‘the 
principles 

of 
sustainability’ 

and supports ‘the inclusion of the environm
ent as 

the third pillar of O
lym

pism
. It also acknow

ledges 
‘the direct link betw

een peace, security and the 
protection and sustainable m

anagem
ent of the 

environm
ent’ (U

N
E

P, 2005: internet). 

In its 2006 S
tate of the E

nvironm
ent R

eport, the 
S

outh 
A

frican 
G

overnm
ent 

identified 
w

orrying 
indications that econom

ic grow
th and developm

ent 
are m

ain contributors to environm
ental degradation 

(the P
residency, 2008a: 42). in an effort to counter 

this developm
ent, and in preparation for the 2010 

FIFA W
orld C

up, the S
A

R
TO

S
A G

overnm
ent has 

instituted the G
reen G

oal P
rogram

m
e, w

hich is 
a 

collaboration 
betw

een 
the 

Local 
O

rganising 
C

om
m

ittee and the D
epartm

ent of E
nvironm

ental 
A

ffairs 
and Tourism

 
(D

E
AT), 

the 
governm

ents 
of N

orw
ay and G

erm
any, the U

nited N
ationals 

E
nvironm

ent 
P

rogram
m

e 
(U

N
E

P
). 

The 
G

reen 
G

oal P
rogram

m
e focuses on:

S
etting of the m

inim
um

 achievable 
environm

ental targets for 2010 projects. 
This includes stadium

s, training venues, the 
International B

roadcast C
entre, fan parks, 

public view
ing areas, transport system

s and 
accom

m
odation. 

A cam
paign to raise aw

areness on 
environm

ental issues (G
C

iS
, 2008: internet). 

in july 2008, the S
outh a

frican d
epartm

ent of 
E

nvironm
ental A

ffairs and Tourism
 (D

E
AT) released 

a sustainable developm
ent policy, P

eople-P
lanet-

P
rosperity. The sustainable developm

ent policy 
of the S

outh a
frican governm

ent (d
e

at, 2008), 

••

w
hich is set to influence developm

ent standards 
beyond 2010. It refers to a num

ber of ‘strategic 
priority areas for action and intervention that are 
necessary to reach the desired state of sustainable 
developm

ent’: 

E
nhancing system

s for integrated planning and 
im

plem
entation;

S
ustaining our ecosystem

s and using natural 
resources efficiently;

E
conom

ic developm
ent via investing in 

sustainable infrastructure;

C
reating sustainable hum

an settlem
ents; and

R
esponding appropriately to em

erging hum
an 

developm
ent, econom

ic and environm
ental 

challenges (d
e

at, 2008: internet).

Furtherm
ore, the B

ill of R
ights in the S

outh A
frican 

C
onstitution (a

ct 108 of 1996) guarantees the right 
of every S

outh A
frican to have ‘the environm

ent 
protected, for the benefit of present and future 
generations, 

through 
reasonable 

legislative 
and 

other 
m

easures 
that 

secure 
ecologically 

sustainable 
developm

ent 
and 

use 
of 

natural 
resources w

hile prom
oting justifiable econom

ic 
and 

social 
developm

ent.’ This 
right 

has 
been 

legally form
alised in its definition of sustainable 

developm
ent 

in 
the 

N
ational 

E
nvironm

ental 
M

anagem
ent 

a
ct 

 
(a

ct 
N

o. 
107 

of 
1998): 

‘S
ustainable developm

ent m
eans the integration 

of social, econom
ic and environm

ental factors into 
planning, im

plem
entation and decision-m

aking so 
as to ensure that developm

ent serves present and 
future generations (d

e
at, 2008: internet). 

S
ocial cost

H
um

an developm
ent 

S
ince 1994, an im

provem
ent vis-à-vis governm

ental 
delivery 

of 
social 

services 
and 

an 
overall 

im
provem

ent of hum
an developm

ent are evident 
(S

tatistics S
outh a

frica, 2007: 1-20). d
espite these 

im
provem

ents, S
outh A

frica still ranks m
edium

 in 
term

s of the H
um

an D
evelopm

ent Index (H
D

I). In 
2007, it, as indicated in table 6, ranked 121st in 
term

s of global hum
an developm

ent standards 
(U

N
D

P, 2007: 236). 

•••••

Table 6: South A
frica’s hum

an developm
ent indicators 2007 (U

N
D

P, 2007: 236, 239, 328, 332, 
355-360)

Transport
O

ne of the lasting legacies of apartheid is the 
country’s poor transport infrastructure. The C

ity of 
C

ape Tow
n’s 2020 Transport P

lan’s them
e ‘H

ow
 to 

achieve sustainable m
obility for 2010 and beyond’ 

is one illustration of the im
portance of infrastructure 

developm
ent associated w

ith the W
orld C

up. The 
P

lan is intended to contribute to the C
up’s ‘transport 

infrastructure legacy’ and includes, am
ongst others 

the upgrading of rails and com
m

uter netw
orks, 

station upgrades, im
prove safety and security, 

expansion of the C
ape Tow

n International A
irport, 

and road upgrades (M
ail &

 G
uardian Transport, 26 

O
ctober 2007: 1).

S
afety, security and crim

e
O

n 11 a
pril 2001, 43 fans died in a stam

pede at 
a soccer m

atch at E
llis P

ark. A
s a result of an 

enquiry, various deficiencies in the procedures 
follow

ed at the m
atch w

ere identified. S
ince then, 

problem
s at other live events have also gained 

m
edia attention, including form

er P
resident M

beki’s 
narrow

 escape from
 injury w

hen a tem
porary 

stage 
cover 

collapsed 
at 

the 
U

nion 
B

uildings 
(e

X
S

a
, 2006). C

onsequently, in 2004, the S
afety 

at S
ports R

ecreational E
vents B

ill w
as introduced. 

The purpose and objectives of the B
ill is to provide 

safety and security of participants and spectators, 
risk analysis, safety certificates, the pow

ers and 
functions of a N

ational E
vent Inspectorate, event 

ticketing and accreditation requirem
ents, spectator 

access, vendor control, procedures for appeals 
and offences, and m

easures to prevent am
bush 

m
arketing (S

ports &
 R

ecreation S
outh A

frica and 
P

atrick r
onan, 2004: 3). H

ow
ever, by early 2009, 

the B
ill w

as still being debated and refined at the 
S

outh A
frican C

onstitutional C
ourt by the various 

G
overnm

ent D
epartm

ents and O
rganisations that 

are im
pacted by the said B

ill. 

S
outh a

frica’s crim
e rates, as tables 7 and 8 

indicate, are considered to be very high. S
erious 

concerns have been raised about the safety and 
security related to the W

orld C
up, w

hich w
ill be a 

m
onth-long event w

ith 64 m
atches played in all 

nine S
outh A

frican provinces and a safety and 
security budget am

ounting to U
S

$36m
 (B

urger, 
2007: internet). 

The S
outh A

frican G
overnm

ent w
as required to 

provide FIFA w
ith guarantees pertaining to the 

event’s safety and security. Thus, it w
ill have to 

secure the 2010 FIFA W
orld C

up™
, as w

ell as 
continue w

ith norm
al policing am

idst high crim
e 

rates. 
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Table 7: Serious and violent crim
es in South A

frica (per 1000 of population) (B
urger, 2007: 

internet)

 Table 8: C
ar hijackings and cash-in-transit robberies (B

urger, 2007: internet)

D
uring S

outh A
frica’s hosting of m

ajor international 
events such as those in table 1, effective safety 
and security arrangem

ents resulted in no serious 
incidents. In fact, the safety and security standards 
at these w

ere recognised by the U
nited N

ations 
(U

N
) 

after 
the 

W
orld 

S
um

m
it 

on 
S

ustainable 
D

evelopm
ent (W

S
S

D
) and subsequently adopted 

for all future U
N

 events (B
urger, 2007: internet). 

in 
june 

2008, 
the 

S
outh a

frican 
governm

ent 
subm

itted a G
eneral S

afety and S
ecurity P

lan to 
FiFa (G

C
iS

, 2008: internet).

The high crim
e rates (as depicted in Tables 7 

and 8), reports of hum
an trafficking for the event 

and an existing inefficient crim
inal justice system

 
(A

ltbeker, 2007) are indicative of the enorm
ous 

challenges that need to be overcom
e for the event 

and its sustainability. B
y 2009, the S

outh A
frican 

d
epartm

ent of justice has m
ade progress vis-à-vis 

its m
ain role during the event, nam

ely is to provide 
court facilities, prosecution, adjudication, language 
court 

interpreting 
and 

guidance 
in 

legislation 
services. It has benchm

arked on crim
inal justice 

issues w
ith G

erm
any as the hosts of 2006 FIFA 

W
orld C

up, dedicated courts nearer to the 2010 
FIFA W

orld C
up™

 stadium
s to adjudicate over 

m
atters em

anating from
 the events and an anti-

racism
 cam

paign, w
hich w

ill focus on sport. The 

initiative w
ill be done in collaboration w

ith S
ports 

and R
ecreation S

outh A
frica, the Local O

rganising 
C

om
m

ittee and FiFa (G
C

iS
, 2008: internet). the 

latter is extrem
ely im

portant in the w
ake of severe 

xenophobic activities that occurred in S
outh A

frica 
during 2008. 

P
ressure on local am

enities and services 
S

ince 2008, S
outh a

frica has experienced an 
electricity supply crisis. C

oncerns w
ere raised that 

an increase in dem
and during the W

orld C
up m

ay 
result in m

ore outages. In a response to these 
concerns, 

E
skom

, 
the 

state 
pow

er 
utility, 

has 
allocated R

 300 billion for the construction of new
 

pow
er stations until 2013 (E

ngineering N
ew

s, 23 
january 2008: internet). e

skom
 has also guaranteed 

that W
orld C

up-related projects such as stadium
 

construction and the event itself w
ill be protected 

from
 pow

er disruptions. This, how
ever, com

es at 
a cost. in 2008, the S

outh a
frican G

overnm
ent 

has approved electricity tariff increases for local 
governm

ents. This w
as justified on the basis that 

these increases w
ill provide funding for electricity 

infrastructure 
rehabilitation. 

G
overnm

ent 
has 

m
ade an additional R

120 m
illion available for the 

rehabilitation of host cities’ m
unicipality distribution 

netw
orks w

hich are 2010 FiFa W
orld C

up™
-related 

(G
C

iS
, 2008: internet). H

ow
ever, the sustainability 

of these efforts is questionable. D
uring a report 

back on governm
ent’s progress on preparations 

for the W
orld C

up, it w
as stated that ‘The process 

of acquiring G
enerators is underw

ay’ (G
C

iS
, 2008: 

internet). M
oreover, G

overnm
ent has indicated 

its inability to sustain these technical and supply 
dem

ands w
ith the establishm

ent of an E
lectricity 

Technical W
orking G

roup com
prising of all host 

cities, the D
epartm

ent for M
inerals and E

nergy, 
and the N

ational E
nergy R

egulator (N
ersa) (G

C
IS

, 
2008: internet). 

P
opulation displacem

ents
In order to construct state of the art O

lym
pic 

facilities for the 2008 O
lym

pic G
am

es in B
eijing, 

the C
hinese governm

ent forced large num
bers of 

people to m
ove (the e

conom
ist, 2 a

ugust 2008: 
11). Fears have been raised, according to P

roject 
2010 (Internet), that S

outh A
frica m

ay follow
 the 

exam
ple of m

any other cities around the w
orld 

by ‘dem
olishing the livelihoods of the poor’ w

hen 
it hosts the 2010 FIFA W

orld C
up™

. S
outh A

frica 
has a history of ‘gedw

onge verskuiw
ings’ (forced 

rem
ovals) and, by 2009, tens of thousands of 

S
outh A

frica’s poorest people have already been 
evicted 

from
 

inner-city 
suburbs 

ahead 
of 

the 
2010 W

orld C
up. The country’s S

uprem
e C

ourt 
of A

ppeal (S
C

A
), for instance, recently allow

ed 
johannesburg 

C
ity, 

w
hich 

has 
tw

o 
w

orld-cup 
stadium

s, to evict 300 squatters from
 inner-city 

buildings classified as unsafe by the Johannesburg 
m

unicipality. Johannesburg has evicted thousands 
of the country’s poorest people from

 125 buildings 
since the 2001 launch of its urban-renew

al plan 
for 235 buildings on its list of ‘bad buildings’, 
m

ainly hotel and apartm
ent-block construction and 

refurbishm
ent.

E
valuation and conclusion

For S
outh A

frica, like m
any developing countries, 

hum
an 

and 
infrastructural 

developm
ent 

is 
of 

critical im
portance and an im

portant instrum
ent 

to undo the socio-econom
ic legacy of apartheid. 

A
n event such as the 2010 FIFA W

orld C
up™

 can 
result in significant socio-econom

ic developm
ent 

for the country. H
ow

ever, it is the sustainability 
and socio-econom

ic legacy of the event that w
ill 

determ
ine this outcom

e. H
ere, w

e have provided 
a prelim

inary analysis by applying six indicators of 

sustainability, including the political im
pact, social 

context and com
m

unity cohesiveness, econom
ic 

spin-offs, social incentives, environm
ental im

pact 
and the social cost. The sustainability of each of 
these indicators is already challenged in the run-
up to the event. 

These indicators of sustainability resonate closely 
w

ith that of the S
outh A

frican G
overnm

ent, the 
initiator and underw

riter of the event. The S
outh 

A
frican G

overnm
ent’s strategy to address som

e 
of the country’s m

ost pertinent socio-econom
ic 

challenges include

S
peeding up grow

th and transform
ing the 

econom
y;

Fighting poverty;

B
uilding social cohesion and state legitim

acy;

P
ursuing the values of international 

cooperation; and 

B
uilding a developm

ental state (The 
P

residency, 2008a).

In order to determ
ine the political sustainability 

of the event, a level of analysis approach is 
instructive. Four political levels are identified here: 
local and provincial, national and international. In 
addressing the political im

pact of the event, the 
intended international legacy reputational: hosting 
an successful A

frican C
up. R

egionally, the im
pact 

w
ill be political in term

s of closer regional integration 
as w

ell as econom
ic. N

ationally, the governm
ent’s 

com
m

itm
ent is clearly evident..D

om
estically, FIFA 

required 
specific 

legislative 
changes, 

w
hereas 

local and provincial governm
ents of host cities 

are predom
inantly overspending their allocated 

budgets. 

B
y 2009, fifteen years after the end of apartheid, 

S
outh A

frica rem
ains a highly unequal society. 

The lack of deeply em
bedded racial and econom

ic 
reconciliation am

ong S
outh A

frica is still a m
atter 

of concern. R
econciliation is also challenged by 

regular outbreaks of xenophobic violence against 
foreigners, 

refugees 
and 

im
m

igrants 
from

 
the 

continent. There are concerns that these outbreaks 
– coupled w

ith soccer hooliganism
 – can occur 

during the C
up. These challenges form

 the basis 
of the S

outh A
frican G

overnm
ent’s strategy to 

building social cohesion. 

•••••
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a
s

e
s

The 
capital 

expenditure 
for 

R
E

TO
S

A 
bidding, 

planning, 
preparing 

and 
hosting 

the 
event 

is 
unparalleled 

in 
S

outh A
frica. The 

central 
and 

regulatory role of the S
outh A

frican G
overnm

ent 
reflects 

that 
of 

a 
developm

ental 
state. 

In 
an 

address at the U
niversity of Zurich in January 

2008, the P
resident of the S

outh a
frican ruling 

party, the A
frican N

ational C
ongress, Jacob Zum

a 
(2008: internet), reiterated the need to build a 
developm

ental state, w
hich he defined as: ‘This 

presupposes 
active 

state 
intervention 

in 
the 

econom
y of the country and a sound m

echanism
 

to address the needs of the people. W
e have com

e 
to the conclusion that a com

plete free m
arket 

econom
y, w

ithout any form
 of state regulatory 

intervention, w
ill not be able to address the huge 

and 
unacceptable 

backlog 
in 

service 
delivery, 

and eradicate poverty and under developm
ent’.

H
ow

ever, G
overnm

ent has entered into num
erous 

public-private partnerships (P
P

P
s) to com

plete 
infrastructure projects such as the G

autrain and 
som

e of the stadium
s. 

H
osting an international event such as the 2010 

FIFA W
orld C

up™
 is a huge responsibility for any 

country. For S
outh A

frica, it is expected that the event 
w

ill im
prove our international reputation, attract 

m
uch needed foreign direct investm

ent, contribute 
to an im

provem
ent in hum

an developm
ent, w

ithout 
com

prom
ising on environm

ental standards. The 
cost involved to host an event of such m

agnitude 
is staggering for a developm

enting country such 
as S

outh a
frica. O

n the eve before the kick-off 
in June 2010, S

outh A
frica’s hosting of the event 

is affected by three m
ajor challenges: the global 

financial crisis, the stability produced by the new
 

governm
ent after the A

pril 2009 elections, and the 
com

pletion of all preparations on tim
e. 

It is also im
portant to analyse the event in term

s 
of its contribution to testing theories of the applied 
sciences. First, indicators of sustainability should 
be reconsidered. C

an sustainability be universal, 
i.e. does sustainability and im

pact have the sam
e 

m
eaning in developing and developed countries?

S
econd, 

sustainability 
and 

im
pact 

should 
be 

m
easured after the event. For this, a revision of 

current indicators is required. M
ore im

portantly, 
w

ho w
ill be accountable? 

Third, the role of sport bodies such as FIFA 
and the IO

C
 should be reconsidered, as these 

organisations, am
ongst others, w

ield considerable 
pow

er. 

Fourth, m
ajor m

ega events, such as the 2010 FIFA 
W

orld C
up™

, present opportunities for em
pirical 

research on consum
er behaviour – especially in 

developing econom
y contexts. 
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A
bstract

The purpose of this paper is to investigate a 
new

 trend in consum
er behavior w

hich posits 
that certain tourist segm

ents desire new
 form

s 
of leisure experience that are characterized by a 
high level of existential authenticity. The results of 
the paper are tw

ofold: firstly, the paper suggests 
that m

ore attention be given to the interdisciplinary 
relationship 

betw
een 

the 
concepts 

of 
identity, 

existential 
authenticity 

and 
consum

er 
behavior 

in the field of leisure; secondly, initial exploratory 
and descriptive findings of a survey w

ith 100 
international tourists, 4 interview

s w
ith C

ypriot hotel 
providers and strategic decision m

akers as w
ell as 

tw
o focus groups w

ith C
ypriot tourists are provided 

in order to identify a clearer research focus as a 
basis for a later m

uch broader investigation into the 
association betw

een tourist expectations based on 
identity and existential authenticity and m

arketing 
strategies. The research findings, so far, im

ply a 
gap betw

een an increasing body of know
ledge in 

the field and its actual application in practice.

K
eyw
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arketing

K
aufm

ann.r@
unic.ac.cy

C
onstanti.p@

unic.ac.cy

G
ronau.w

@
unic.ac.cy

P
anayiP

@
sharelink.com

.cy

shafqat_bari@
yahoo.com

“In 
postm

odern 
society, 

tourism
 

becom
es 

a com
m

odity to be  consum
ed...the tourist 

consum
es 

im
ages 

or 
representations 

of 
a 

society; and any reality is obscured by m
any 

levels of representation.”

(P
retes, 1995, p. 2)

Introduction
A

n 
indication 

of 
the 

relevance 
of 

the 
identity 

concept is provided by G
ecas and M

ortim
er (in 

H
oness and yardley, 1987, p. 265) w

ho liken 
existential identity to the individual’s sense of 
uniqueness and continuity as “each new

 present 
gives the individual a new

 perspective on the past 
and the future (in the form

 of goals, plans and 
aspirations)”. A

lthough its influence on m
arketing 

still 
seem

s 
to 

be 
underrated, 

the 
concept 

of 
identity, especially salient identity, com

prising the 
individual’s 

self-concept 
consisting 

of 
m

ultiple 
identities and structured in a hierarchical order 
(B

urke, 1980, quoted in r
eed, 2000) has been 

applied to m
arketing in general (Laverie, 1995; 

R
eed, 2000; Laverie et al., 2002; A

rnett et al., 
2003) and to consum

er behavior in particular 
(B

ear et al., 2002; r
eed, 2002; r

eed, 2004; 
K

aufm
ann and G

iesinger, 2007). Integrating the 
relationship aspect, M

ead holds that ‘identity is 
a dynam

ic phenom
enon, w

hich can develop only 
in social interaction, how

ever, is sim
ultaneously 
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the precondition for its functioning” (C
udic, 2001: 

p.35 translated by k
aufm

ann et al, 2008).the 
continuous developm

ent of the identity concept has 
been concisely sum

m
arized by K

aufm
ann et al., 

(2008) and by lengkeek (2001) w
ho expresses it in 

‘laym
an’s term

s’ thus, “holiday m
akers experience 

the places w
here they are on holiday in different 

w
ays” (p. 173).

the five m
odes of tourist orientation

In an attem
pt to identify the experiences that 

enhance 
the 

tourist’s 
self-esteem

, 
self-respect 

and individual identity through her/his constructed 
view

 of the authentic, the focus is on the perceived 
im

portance of experience and authenticity. W
e 

investigate 
the 

concept 
of 

authenticity 
from

 
a 

constructivist 
perspective 

in 
order 

to 
better 

conceptualize 
the 

tourist 
experience 

thereby 
facilitating a re-evaluation and a reconstruction of 
the tourism

 product to better m
eet the expectations 

of the tourist. U
tilizing C

ohen’s (1979) m
odes of 

tourist experience m
odel the argum

ent is m
ade 

that the tourist is no longer content w
ith the 

recreational aspect of the experience but seeks to 
satisfy higher order needs w

hich can be illustrated 
by m

eans of a continuum
 w

ith the ‘recreational’ 
at 

one 
end, 

m
oving 

through 
to 

‘diversionary’; 
‘experiential’; ‘experim

ental’; and ‘existential’ at 
the other.

Lengkeek 
(2001, 

critiquing 
C

ohen 
(1979), 

sum
m

arizes the five m
odes of tourist orientation 

describing the leisure-seeker as one w
ho w

ants to 
break out from

 his/her everyday life to som
ething 

‘m
eaningful.’

“The 
‘recreational’ 

m
ode 

– 
individuals 

step 
outside the norm

al and the ordinary in search of 
entertainm

ent;

The ‘diversionary’ m
ode – a person breaks out of 

the stress of everyday life for a m
om

ent;

The 
‘experiential’ 

m
ode 

– 
proceeds 

from
 

the 
aw

areness that ordinary life lacks richness and 
m

ore authentic experiences of social life, culture 
and nature m

ust be sought elsew
here;

The 
‘experim

ental’ 
m

ode 
– 

alienation 
deeply 

affects the individual w
ho is in danger of losing 

her/him
self in everyday life and w

ho m
akes the 

effort to rediscover her/him
self in another context, 

either nature or a social w
orld, that is foreign;

The ‘existential’ m
ode – one is living in the w

rong 
place and at the w

rong tim
e; a better w

orld is 
sought elsew

here, in the tourist location and, if 
possible, on a perm

anent basis.”

(Lengkeek, 2001 p. 175)

tourist B
ehavior influenced by identity 

and authenticity
The postm

odern tourist then, is in search of m
ore 

than w
hat one could call the ‘traditional’ experience 

w
hich focuses on just getting aw

ay from
 hom

e 
to relax in order to return to everyday activities, 
rejuvenated and ready to face the routines of 
life. 

S
ubsequently 

this 
paradigm

 
requires 

that 
the leisure seeker (tourist; consum

er) has to be 
investigated from

 a perspective w
hich takes into 

account her/his identity and w
hether this aspect 

w
ill play a significant role in the leisure experience. 

H
ow

ever, one cannot investigate issues of identity 
w

ithout sim
ultaneously taking into account the 

concept of authenticity, a construct not w
ithout its 

ow
n vagaries and diverse definitions (O

lsen, 2002; 
U

rry, 1990).

M
acC

annell 
(1999) 

can 
be 

nam
ed 

a 
pioneer 

of bringing authenticity to the centre of tourism
 

studies leading to a broadening of the debate by 
both supporters and critics w

ho have used the 
authenticity construct as a m

eans of investigating 
tourist m

otivation and experience (B
runer, 2001; 

H
alew

ood 
and 

H
annam

, 
2001; 

Taylor, 
2001; 

W
ang, 

2000). 
W

ang 
(2000, 

cited 
in 

O
lsen, 

2002) 
added 

another 
level 

to 
the 

debate 
by 

introducing the idea of ‘existential authenticity.’ 
W

illiam
s (2004) com

prehensively discusses and 
sum

m
arizes m

ost influential research concerned 
w

ith 
the 

interrelationship 
betw

een 
authenticity 

and existential authenticity to tourist experiences. 
r

eferring 
to 

B
erger 

(1973) 
W

illiam
s 

(2004, 
p. 

219/220) 
holds: 

“In 
com

m
on 

sense 
term

s, 
existential authenticity denotes a special state of 
being in w

hich one is true to oneself, and acts as 
a counterdose to the loss of “true self” in public 
roles 

and 
public 

spheres 
in 

m
odern 

W
estern 

S
ociety”. Furtherm

ore, he (ibid, p. 220) quotes 
N

eum
ann (1992, p. 183) indicating the existence 

of existential authenticity in tourism
: “Travel often 

provides situations and contexts w
here people 

confront alternative possibilities for belonging to 
the w

orld and others that differ from
 everyday life. 

Indeed, part of the prom
ise of travel is to live and 

know
 the self in other w

ays”. In the sam
e vein, 

r
eisinger 

and 
S

teiner 
(2006, 

p.481) 
clarify: 

”A
uthentic 

tourism
 

refers 
not 

to 
consum

ption 
of the real or genuine (R

eisinger and S
teiner, 

2006), but rather to individual and personal tourist 
experiences that contribute to one’s sense of 
identity and connectedness w

ith the w
orld”. 

A
ccording to the literature, on the one hand there 

is a hierarchy of tourist identities w
hich im

pact the 
leisure experience, and on the other the tourist 
has expectations of an authentic experience w

hich 
is am

biguous in term
s of definition and delivery. 

taking above m
entioned W

illiam
s’ (2004) notion 

of being ‘true to oneself’ into account existential 
authenticity and authentic experience m

ight w
ell 

be interrelated. In this context, O
lsen (op cit) 

w
arns that by attem

pting to deliver an authentic 
experience, to the tourist, the creators of that 
experience 

are 
delivering 

a 
‘fake’ 

authenticity. 
“W

hat m
ight be argued is that m

ore and m
ore 

of 
the 

activities 
in 

tourism
 

attem
pt 

to 
create 

experiences that m
ight be labeled authentic…

this im
plies an altering of the tourist role and 

that the individual is situated in new
 roles w

here 
authenticity is assum

ed a reachable state”(O
lsen, 

2002 p. 160). H
ow

 then is the tourism
 industry 

to deal w
ith these dichotom

ies? W
hat research 

strategies are available to the discerning scholars 
and practitioners in their quest for an effective 
m

arketing strategy (i.e. C
ustom

er R
elationship 

M
arketing) that w

ill successfully target and affect 
the tourist? It is hoped that this brief introduction to 
the com

plex issues involved m
ight provide food for 

thought and further investigation to those w
ishing 

to take the discourse to another dim
ension.

M
ethodology

This 
research 

reflects 
and 

presents 
w

ork 
in 

progress being currently in its third out of four 
designed stages. The first stage consisted in the 
literature review

 to assess the relevant conceptual 
constructs. 

The 
second 

descriptive 
stage 

hypothesized a correlation betw
een the concepts 

of tourist satisfaction, service behaviour, C
ustom

er 
R

elationship 
M

arketing 
as 

a 
key 

corporate 
strategy and identity. The third stage still has to 
be com

pleted by investigating the perceptions of 
international tourists as to identity and existential 
authenticity 

related 
as 

w
ell 

as 
authenticity 

perceptions. The findings of the previous three 
stages w

ill inform
 the fourth explanatory stage 

resulting 
in 

a 
constructivist 

conceptualization 
of 

the 
interrelationships 

of 
identity, 

existential 

authenticity and authentic tourist experience from
 

an international tourist perspective. The m
odel w

ill 
be the basis for educational/training im

plications 
and the developm

ent of differentiated corporate 
m

arketing strategies.

The overall aim
 of this research is to identify the 

tourist experiences and tourist provider services 
perceived to enhance the tourist’s self-esteem

, 
self-respect and other factors of identity through 
her/his constructed view

 of the authentic. The 
research objectives derived from

 this research aim
 

are:Investigate to w
hat extent the tourism

 product 
should and does address the tourists’ identity.

Investigate the concept of authenticity from
 

a constructivist perspective in order to better 
conceptualise the tourist experience. 

P
rovide recom

m
endations for effective 

M
arketing strategies and tactics based on the 

interrelationship of the authenticity, identity and 
relevant m

arketing concepts. 

Triangulation is recom
m

ended for social research 
(B

rym
an, 2001). D

ata triangulation uses different 
data types w

hile m
ethodological triangulation uses 

different types of m
ethodologies (S

ayer, 1992). 

e
xploratory and descriptive findings

D
escriptive quantitative research

The 
aim

 
of 

the 
follow

ing 
em

pirical 
analysis 

concentrates 
on 

investigating 
the 

relationship 
betw

een the different types of identity, national 
identity, 

character-identity, 
social-identity 

and 
existential 

identity, 
international 

tourists’ 
perceptions of service behavior and custom

er 
relationship m

arketing. The research is based 
on a convenience sam

ple of a survey of 100 
international 

tourists 
selected 

at 
m

ajor 
tourist 

attraction sites in C
yprus. A respective index for 

each of those identities has been created consisting 
of an arithm

etic m
ean of the included variables 

for each of the identities. Indicators for the social 
identity are, for instance, the variables “R

eflecting 
your social class and status” and “A

ddress your 
professional role”. B

ased on the used scale for 
the variable, the index ranges as w

ell from
 1 to 5 

(w
ith 1 m

eaning very im
portant and 5 m

eaning not 
im

portant at all). O
ne research objective referred to 

1.2.3.
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investigate the influence of the respective identity 
on tourists’ satisfaction. In this respect, table 1 
reflects a significant correlation of only one identity 
index, that of the social identity. A

t the sam
e tim

e, 
a strong internal correlation am

ongst the different 
types of identities could be recorded pointing to 
the construct validity. 

A 
second 

research 
objective 

consisted 
in 

the 
investigation 

of 
the 

correlation 
betw

een 
the 

different identities and specific factors of service 
behavior and C

ustom
er R

elationship M
arketing. 

A
s depicted by table 2, this correlation could 

be 
validated 

w
ith 

respectively 
high 

significant 
correlations. 

Interestingly, 
character 

identity 

(personal values and self-respect) has the highest 
positive correlation w

ith service behavior follow
ed 

by existential identity (i.e. opportunity to m
ake new

 
experiences).  N

ational identity (i.e. ethnicity and 
culture) is correlated highest w

ith C
R

M
 factors. 

B
ased on the existing correlation the question 

arises w
hat role those identities play w

hen it com
es 

to explaining the assessm
ent of service behavior 

and relations. therefore a regression-m
odel w

as 
developed for both variables by including the given 
types of identities. A

s can be seen in table 3 for the 
case of service behavior the identities play a quite 
w

eak but not neglect able role w
ith the character 

identity being the m
ost dom

inant factor.

Table 1: Identities and satisfaction

*  C
orrelation is significant at the 0.05 level (2-tailed).

**  C
orrelation is significant at the 0.01 level (2-tailed).

Table 2: C
orrelations betw

een identity, Service B
ehavior and C

R
M

**  C
orrelation is significant at the 0.01 level (2-tailed).

Table 3 Explaining the assessm
ent of service behavior w

ith identity (m
ultiple regression 

analysis- initial explanatory research)

a  P
redictors: (C

onstant), C
haracter_identity

b  P
redictors: (C

onstant), C
haracter_identity, e

xistential identity

c  P
redictors: (C

onstant), C
haracter_identity, e

xistential identity, S
ocial identity
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Table 4 Explaining the assessm
ent of C

R
M

 w
ith identity (m

ultiple regression analysis)

a  P
redictors: (C

onstant), N
ational Identity

b  P
redictors: (C

onstant), N
ational Identity, C

haracter Identity

For the variable relationships only a low
 value of 

r
-square can be reached, although in the form

er 
analyses a significant correlation w

as recorded. 
P

ossibly there is a m
oderator variable not yet 

included in the analyses.

E
xploratory qualitative research

A case study (C
yprus setting) w

as chosen as 
a 

research 
m

ethod. 
Tw

o 
qualitative 

research 
techniques, m

ore specifically in-depth interview
s 

w
ith 2 hotels’ m

anagers and 2 experts/ strategic 
decision m

akers as w
ell as tw

o focus groups 
w

ith 6 C
ypriot tourists w

ere conducted so as to 
contrast the view

s of providers and consum
ers 

of tourist services. E
ach focus group discussing 

tourist experience lasted approxim
ately one and a 

half hour. E
ach interview

 lasted approxim
ately one 

hour and concentrated on tourism
 experiences 

each hotel offers and on m
arketing aspects. The 

practitioners w
ere asked the follow

ing questions:

W
hat is the observed current tourist’s identity?

A
re tourists observed to have higher order 

com
m

on needs/criteria or share com
m

on 
m

otivators of behaviour?

A
re the recreational services provided sufficient 

to cover tourists’ needs?

Is the tourism
 product addressing tourists’ 

identity?

d
ata gathered from

 focus groups and in-depth 
interview

s w
ere recorded and transcribed. D

ata 
from

 the interview
s w

ere analyzed using content 
analysis. The interview

s and the focus groups 
w

ere contacted in the G
reek language. A detailed 

category grid has been developed. In the follow
ing, 

the key qualitative findings are sum
m

arized. 

1.2.3.4.

Identity
The research participants’ perception of “identity” 
w

as often related w
ith the notion of behaviour in the 

sense of: “our experiences usually determ
ine our 

behaviour”. 
D

ifferent 
identities/behaviours 

w
ere 

acknow
ledged since experiences are individual in 

nature. A
lthough the research participants referred 

to 
different 

tourist 
categories 

they 
m

entioned 
that a distinguishable identity does not exist. A

ll 
participants reported that identity `depends on the 
fam

ily environm
ent, the place of origin, the age, 

the lifestyle, the activities and interests one has’ 
and, m

ore specifically, as far as the tourists are 
concerned, their identity category `depends on the 
original aim

 of their trip’. G
enerally, the findings 

im
ply that w

hilst a m
ore general aw

areness of 
identity seem

s to exist, a significantly higher degree 
of know

ledge transfer regarding the differentiated 
factors of the concepts of identity and/or existential 
authenticity is required.  

Identity and the tourism
 product: 

standardization as to com
m

on needs 
and diversification due to increasing 
differentiated needs
The com

m
only expressed opinion w

as that “a 
m

echanism
 

for 
the 

recognition 
of 

the 
needs 

should exist”. A specific participant reported that 
“the supplier of tourist services has to observe 
the needs of tourists since via the interaction w

ith 
the consum

er you can even identify a need and 
create your ow

n consum
ers”. O

n the other hand, 
w

hat the experts reported w
as that `specialisation 

and differentiation should exist’ as long as different 
m

arket segm
ents do exist. 

The need for cleanliness, safety, hospitality and 
quality of service w

as reported by m
ost participants 

to be com
m

on needs. A
ll the consum

ers ask for 
som

e basic standards despite different levels of 
available budgets. P

ointing to higher order needs 
becom

ing increasingly com
m

on, one respondent 
com

m
ented: “H

enceforth, even having ecological 
conscience is som

ething w
hich is not com

pulsory 
but indirectly each tourist dem

ands it”.. A
nother 

higher order need w
hich can be a com

m
on order 

need seem
s to be “continuously seeking of new

 
experiences”. The differentiation of these needs 
are, 

according 
to 

the 
research 

participants, 
triggered 

by 
the 

tourist’s 
characteristics, 

disposable 
incom

e, 
hobbies, 

interests 
and 

activities. S
eem

ingly, the diversionary m
otive w

as 
stated as the m

ost prom
inent one, a m

ore detailed 
and conscious differentiation of m

otives as to 
experiential, experim

ental or existential ones could 
not be identified. Trying to investigate the concept 
of authenticity from

 a constructivist perspective in 
order to better conceptualise the tourist experience 
(research objective 2), the research proceeded 
w

ith a focus on higher order needs the tourists 
m

ight have. A
s it has been already m

entioned, 
a 

com
m

on 
need 

of 
tourists 

is 
to 

m
ake 

new
 

experiences. P
ointing to the diversionary m

otive it 
has been reported by m

ost respondents that “w
e 

search experiences that w
ill rem

ove from
 us from

 
the daily routine” and, according to the experts, “the 
tourist search for different experience based upon 
her/his interests that w

ill give her/him
 an out of the 

ordinary experience”. A
nsw

ering the question of 
w

hat is this experience it w
as m

arked that it “can 
be anything, from

 us learning of a new
 culture to 

the sim
plest experience that one cannot find in his 

daily life, such as a calm
 m

eal”. A
gain, the answ

ers 
reflect that practitioners and tourists alike lack 
detailed know

ledge on sub-categories or indicators 
of identity and/or existential authenticity.

C
yprus and the actual tourism

 product: a 
critical reflection
A com

m
on statem

ent of all the participants w
as that 

“C
yprus offers the sun, the sea and hospitality”. 

The safety is another characteristic of C
yprus 

despite the fact that a part of C
yprus is be know

n 
to be an island under continuous Turkish m

ilitary 
occupation. The hospitability factor w

as reported 
extensively, since it is one of the m

any possible 
factors that attract tourism

 to the island. C
yprus is 

referred to as “an island w
ith history, culture and 

hospitality”. The experts reported that C
yprus can 

be proud for m
any of its hotel units. S

pecifically, it 

w
as stated that “w

e have specialised hotel units that 
are an adornm

ent for C
yprus and are recognized 

internationally”. In conjunction w
ith w

ell educated 
personnel, the particular hotel units being renew

ed 
constantly w

ithout curtailm
ents, tourist satisfaction 

and high levels of repeat tourism
 have been 

achieved. The developm
ent of tourist arrivals, 

how
ever, should lead to a m

ore critical reflection 
of this statem

ent. A
fter im

pressive annual grow
th 

rates betw
een 1959 and 1973 (32.6%

), 1975 
and 1985 (45%

) and 1985 and 1999 (8.87%
) 

the figure of tourist arrivals stagnates since 1999 
having achieved in 2006 a level of 2.400.924 
tourists (inform

ation from
 the C

yprus G
overnm

ent 
S

tatistics D
epartm

ent). C
om

paring these figures 
w

ith the statem
ents of the respondents relating 

to custom
er loyalty, one could conclude that the 

island loses potential to attract new
 custom

ers. 
This conclusion w

ill be confirm
ed by the follow

ing 
statem

ents. 

r
eferring to the desired diversification, agro-tourism

 
and his grow

th in the C
ypriot space (see also G

ronau 
and K

aufm
ann, 2009) w

ere extensively m
entioned. 

S
uch lodgings types have been created in various 

points of the country, w
hich have been subsidized 

and developed attracting m
ainly international but 

also local tourists. E
xem

plified by tw
o statem

ents, 
generally how

ever, it has been stated that “C
yprus 

does follow
 the observed differentiation trend but 

not to the necessary extent” or “C
yprus does not 

follow
 the differentiation of needs”. R

epeatedly, 
consum

ers 
as 

w
ell 

as 
experts 

have 
pointed 

out that even if certain lodgings m
ake C

yprus 
internationally recognised and proud, C

yprus in its 
entirety, contrary to previous years, falls short of 
the tourist product. Three respondents m

entioned 
in this respect:  “a stagnation in our tourist product 
is 

observed”; 
“consum

ers 
differentiate 

quicker 
than the tourism

 sector copes”; and “the needs are 
increased and the services fall back”. 

U
nfortunately, so a debatable view

 of a respondent 
regarding core aspects of m

arketing and consum
er 

orientation, 
“C

yprus 
follow

s 
the 

needs 
of 

the 
tourists and not the contrary”. 

C
ontradictory view

s have been elicited regarding 
the ‘value for m

oney’ relationship of the C
yprus 

tourist product. E
ven if it w

as reported by som
e 

that the cost for vacations in C
yprus is quite high 

and, henceforth, w
ith the sam

e pecuniary sum
 a 

C
ypriot can m

ake vacations in a new
 destination, 

there are m
any of those that support that C

yprus 
has satisfactory prices for w

hat it offers.
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The im
portance of the H

um
an R

esources for the 
tourism

 success has been unanim
ously m

entioned 
by all the participants. It has been stressed that in 
previous years C

yprus w
as fam

ous for its hospitality. 
Follow

ing statem
ents point to dem

and to catch up 
as to the m

anagem
ent of cultural diversity and 

reflect dissatisfaction w
ith both, international as 

w
ell as local personnel: “N

ow
adays w

herever you 
go for vacations in C

yprus you are being served 
by foreigners”; “the foreigners cannot prom

ote 
the C

ypriot culture”; “there is alienation to our 
culture”; “the glam

our that existed in the old days 
has ended, in the old days som

ebody w
as proud 

for w
orking in the tourism

 sector, and now
adays 

you find capable personnel w
ith difficulty, because 

there is no interest from
 our local population”. 

To rem
edy this situation, experts reported that “w

e 
should have constant and educated personnel 
in 

order 
to 

provide 
qualitative 

services”. 
O

ne 
respondent 

indicated 
the 

aspect 
of 

adequate 
rem

uneration by stating: “the businessm
an tries to 

gain m
ore, paying less”…

 

In addition, beyond the need for m
ore diversification 

and 
differentiation, 

unanim
ously 

perceived 
by 

experts and tourists, concerted activities have 
been suggested by participants: “W

e have to give 
a try for the resources to be spent m

ore focused” 
or: “P

ublic and P
rivate sector should co-ordinate 

although the legislation is obsolete and does not 
help”. A

lso, the need for better prom
otion w

as 
expressed. D

espite the fact that the new
 m

eans 
provide the possibility for better prom

otion and 
publicity (as via the internet), the com

m
on report 

has been that “w
e do not do our best to prom

ote 
our country”.

C
onclusions, lim

itations and further 
research
The second and third stage, so far contributed 
to shed light on various interrelated phenom

ena 
of the tourism

 product of C
yprus highlighting the 

need for differentiation and diversification. B
ased 

on the literature review
 this diversification could 

be based on positioning the tourism
 services to 

segm
ents differentiated by identity and existential 

authenticity 
factors. 

A 
general 

aw
areness 

of 
the 

concepts, 
especially, 

w
ith 

respect 
to 

the 
heightened im

portance of experiences w
hich, even 

have been described as representing com
m

on 
needs, is given by experts and tourists alike. The 
sub-categories and/or indicators of identity and 

existential authenticity w
hich m

ight form
 the basis 

for diversification strategies and tactics do not seem
 

to be know
n. It seem

s that there is a gap betw
een 

research and the increasing body of literature 
and the practical m

aterialization and utilization 
of the acquired insights in the tourism

 industry in 
C

yprus. This im
plies that efforts of an intensified 

know
ledge 

transfer 
should 

be 
undertaken. 

The 
qualitative 

research 
also 

underlined 
the 

com
plexity 

of 
the 

research 
topic 

referring 
to 

m
ultidisciplinary 

concerted 
actions 

relating, 
for 

exam
ple, to education/training in cultural diversity 

m
anagem

ent and public-private co-operation. a
n 

initial descriptive survey w
ith international tourists 

validated the hypothesis of a correlation betw
een 

the identity concept, perceived service behaviour 
and C

ustom
er R

elationship M
arketing. A

lso, the 
assessm

ent of the service behaviour by identity 
factors could be explained by 37,6 %

 (adjusted R
 

S
quare). This m

oderately low
 explanatory value, 

how
ever, as w

ell as a lack of significance of 
identity factors w

hen correlating identity w
ith tourist 

satisfaction (only social identity w
as significantly 

correlated) points to som
e lessons to be learned 

from
 the lim

itations of the research for the final 
fourth quantitative research stage w

hich w
ill be 

conducted after a further exploratory study w
ith 

international tourists: 

the sam
ple size of international tourists should 

be significantly increased to provide for higher 
levels of reliability and differentiation as to 
countries and  cultures. O

ther m
easures in 

this context m
ight refer to test-retest or parallel 

tests to assure thorough understanding of the 
phenom

ena under investigation. The w
ording 

of the questions, both in quantitative as w
ell 

as in qualitative   research is perceived as 
a challenge, especially as practitioners and 
tourist do not seem

 to be fully aw
are and 

know
ledgeable about the concepts. W

hen 
interview

ing international tourists the concern 
for conceptual equivalence is regarded as 
crucial as w

ell. 

the questions should provide for even higher 
levels of differentiation as to identity factors 
and authenticity m

otives.

M
ore com

prehensive and valid m
easurem

ents 
of identity and existential authenticity w

ill be 
used. 

•••

The interrelationship betw
een existential 

authenticity and perceived authentic service 
w

ill be investigated. 

The possible existence of m
oderator variables 

w
ill be investigated. 
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A
bstract

In 
recent 

years, 
consum

ers’ 
interest 

for 
local 

products increased. In fact, they started to consider 
a characteristic of superior quality the local nature 
of the products. Furtherm

ore, their interest in the 
products w

ith E
uropean Q

uality C
ertification (P

D
O

, 
P

G
I, TS

G
) has increased, because they consider 

this certification an added value for the products.

M
any food com

panies are trying to respond to this 
dem

and, by adding local products in their offer. 
The aim

 of this paper is to analyse the strategy 
acted by M

cD
onald’s Italia w

ith som
e im

portant 
Italian 

local 
producer 

associations 
(C

onsorzio 
S

peck A
lto A

dige 
and 

C
onsorzio 

P
arm

iggiano 
R

eggiano), w
hich consists of introducing som

e 
Italian products w

ith E
uropean Q

uality C
ertification 

in their offer. In this w
ay, M

acD
onald’s is able to 

attract that segm
ent of consum

ers interested in 
locally produced food and the local producers can 
prom

ote their products in a national perspective.

In this paper w
e w

ant to investigate the im
plications 

for the developm
ent of the local econom

y.

K
E

Y
W

O
R

D
S

: retailing, consum
er behaviour, local 

products, E
uropean Q

uality C
ertification.

{a.reitano;eleonora.pantano}@
unical.it

Introduction 
In 

recent 
years, 

consum
ers’ 

interest 
for 

local 
products increased. In fact, they “are increasingly 
concerned to know

 w
here products com

e from
 

and how
 they are produced” (D

im
ara &

 S
kuras, 

2003) and they have started to appreciate the local 
nature of the product (M

attiacci &
 Vignali, 2004). 

Furtherm
ore, they started to consider a distinctive 

characteristic of superior quality the local nature 
of the products (D

im
ara &

 S
kuras, 2003; S

kuras &
 

d
im

ara, 2004; C
odron et al., 2006; P

antano 2008; 
M

attiacci &
 Vignali, 2004).

H
ence, consum

er’s interest in the origin of product 
and the place of production has increased (D

im
ara 

&
 S

kuras, 2003; C
odron et al., 2006), in particular 

for those products w
ith E

uropean Q
uality Food 

C
ertification.

A
s consequence, the m

ost im
portant retailers in 

Italy acted principally a new
 strategy to exploit this 

m
arket, by launching new

 lines of local products 
(w

ith a new
 brand), realized by local producer, i.e. 

adopted by a
uchan and C

arrefour (P
antano, 2008). 

In this w
ay, the firm

s com
bine global elem

ents 
w

ith local ones. In particular, this is the strategy 
used by M

cD
onald’s. In fact, it is possible to define 

M
cD

onald’s as “glocal” com
pany, because it is 

able to com
bine elem

ents of globalization and 
localization (Vignali, 2001). It applies this strategy 
to all elem

ents of the m
arketing m

ix (ibid., 2001).

In the scenario of the increasing dem
and of local 

quality products, also M
cD

onald’s (in particular 
M

cD
onald’s Italia) has added to its offer som

e 
products w

ith E
uropean Q

uality C
ertification to 

exploit the dem
and of local products.

This paper aim
s to investigate how

 it is possible 
to exploit international food industries to prom

ote 
Italian local products and, thus, prom

ote local 
econom

y developm
ent.
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To achieve this task, w
e chose to analyze the case 

of M
cD

onald’s Italia.

in fact, the case-study m
ethod is a pow

erful tool 
in particular w

hen the aim
 of the research is that 

of obtaining the greatest am
ount of inform

ation 
regarding a given problem

 or phenom
enon. The 

analysis of a single case m
ay not be the m

ost 
appropriate 

strategy, 
but 

nevertheless 
it 

can 
provide useful inform

ation in w
hich this case is 

extrem
e (Flyybjerg, 2006). M

cD
onald’s Italia is 

one of the m
ost im

portant Food C
om

panies in the 
w

orld, and it is the first in Italy w
hich introduced 

products w
ith E

uropean certification in its offer.

Furtherm
ore, the case-study m

ethod is preferred 
only in the analysis of contem

porary events, m
ost 

of all w
hen it is not possible to m

anipulate or m
odify 

the m
ost relevant behaviour (Yin, 2003).

The first part of the paper refers to the m
ain 

characteristics of local products and E
uropean 

Q
uality C

ertifications. The second one refers to 
the analysis of M

cD
ondald’s Italia and its strategy 

to 
im

proving 
its 

offer 
by 

introducing 
products 

w
ith 

E
uropean 

Q
uality 

C
ertification 

and 
the 

consequences of this introduction on the local 
econom

y.

Local and national products
Local food products can be defined as food or 
beverage produced in a specific region (S

m
ith &

 
X

iao, 2008).

It is im
portant to underline the m

ain characteristics 
of the local products and the m

ain differences from
 

the national ones. In particular, it is possible to m
ake 

a com
parison betw

een local and national products 
from

 the point of view
 of m

arket characteristics 
(M

attiacci 
&

 
Vignali, 

2004): 
dem

and, 
m

arket 
approach, 

characteristics 
of 

product, 
structure 

of m
arket leaders, com

m
unication and branding, 

prices and sales. 

As regards dem
and, national products are distributed 

throughout the territory in a hom
ogeneous m

anner 
and the m

odels of consum
ption are uniform

 and 
recognised; local products, on the other hand, 
are distributed in a differential m

anner across the 
territory (they m

ay be particularly concentrated in 
som

e areas, w
hile others are not served at all); 

m
oreover, m

odels of consum
ption vary from

 place 
to place. The m

arket for national products is a 
m

ass m
arket, in w

hich com
panies invest heavily 

in finding w
ays to differentiate their product from

 
that of their com

petitors in order to carve out a 
segm

ent of the m
arket; w

ith local products the 
situation is quite different: they already have their, 
albeit lim

ited, m
arket niche, but few

 are able to 
break into the m

ass m
arket.

A
s for product characteristics, national ones have a 

constant level as regards quality, and are generally 
involved 

in 
an 

ongoing 
process 

of 
innovation 

aim
ed at finding w

ays of m
aintaining their share 

of the m
arket and hopefully increasing sales, 

w
hile for local products innovation m

eans m
eeting 

and m
aintaining the stringent quality standards, 

w
hich is by no m

eans an easy task. C
om

panies 
m

aking national products are usually large-scale, 
frequently m

ulti-national w
ith branches in different 

countries; they focus their efforts on expanding 
m

arket 
share 

and 
utilise 

com
plex 

m
anagerial 

m
odels. C

om
panies producing local goods instead 

are sm
all or m

edium
-sized, often run as fam

ily 
businesses (thus using relatively sim

ple m
anagerial 

m
odels) and they frequently com

e together w
ith 

sim
ilar operators to form

 consortium
s.

For generic products, the brand nam
e plays a 

fundam
ental role in m

arketing strategies aim
ed 

at increasing product aw
areness and desirability; 

som
etim

es these sales techniques becom
e m

ore 
im

portant than the product itself. A
s regards local 

products, the brand nam
e plays a lesser role. U

nlike 
local products national products belong to a different 
m

arketing 
typology; 

their 
prices 

are 
generally 

low
er despite higher spending on advertising and 

m
arketing because they can exploit econom

ies of 
scale connected w

ith m
ass production, w

hile local 
products produce low

er quantities, often through 
the use of traditional m

ethods that are certainly 
less technologically evolved. N

ational products 
are m

ainly sold through large-scale retailers in 
shopping 

centres 
and 

superm
arkets, 

w
hereas 

local products are sold in sm
all specialist stores or 

farm
 shops w

here they are m
ade, even if there has 

been a notable increase in interest of late on the 
part of large-scale retailers in local food products.

It is possible to identify nine m
ain characteristics of 

local products (M
attiacci &

 Vignali, 2004):

territory;

business technology;

basic norm
s;

industrial m
ethods;

••••

tim
e;

tradition;

specialisation;

identity;

nutritional benefit (in the case of food 
products).

There are close links betw
een a local product 

and a certain area, w
hich are expressed through 

the packaging, the ingredients, or the m
ethods of 

production used. G
enerally local products (and this 

is particularly the case w
ith C

alabrian products) are 
produced traditionally by hand in lim

ited num
bers.

There is a series of norm
s both at national and 

E
uropean level that describe and authorise the 

m
aking of such products and, in som

e cases, 
provide 

certificates 
guaranteeing 

the 
genuine 

nature and the local nature of the item
.

the industrial nature, usually sm
all or m

edium
-sized 

businesses, and the artisan m
ethods of production 

im
ply a higher production cost com

pared to other 
goods w

ithout these characteristics. In fact, local 
products have usually been sold by the producers 
them

selves or through or sm
all scale retailers 

(S
oberm

an &
 P

arker, 2004).

These products are the outcom
e of local traditions 

both as regards how
 they are m

ade and for their 
shape and flavour (in the case of food products); 
m

oreover, they are closely linked to a specific 
place w

hich is bound up w
ith the item

’s identity

A
s regards food products these can also be m

ore 
genuine 

because 
they 

are 
m

ade 
w

ith 
natural 

ingredients w
ithout the addition of preservatives or 

other chem
ical substances, and thus they should 

have a higher nutritional value com
pared to sim

ilar 
m

ainstream
 products.

B
ecause of the traditional w

ay in w
hich they are 

m
ade, local products have a particular need for 

a technological evolution in order to m
eet the 

dem
ands posed by governm

ent regulations for 
greater food safety and higher quality as w

ell as  
grow

ing consum
er expectations (S

ado K
am

dem
 

et al., 2007).  These products have the dual need 
to be on the one hand accepted by consum

ers, 
and on the other to respect the param

eters that 
define their unique identity; w

ith reference to this a 
num

ber of new
 labels have been created certified 

•••••

by the E
uropean U

nion (P
érez E

lortondo et al., 
2007).

e
uropean q

uality C
ertification

E
U

 
has 

set 
up 

three 
specific 

certificates 
to 

guarantee local products (e
u

, 2008), w
hich are 

considered 
an 

adding 
value 

to 
farm

 
produce 

(r
eitano &

 C
alom

ino, 2008; r
eitano &

 P
antano, 

2008). the details of w
hich -as regards the first 

tw
o- w

ere published in the O
fficial G

azette of the 
E

uropean U
nion on 31.3.2006:

P
D

O
, P

rotected D
esignation of O

rigin (Figure 
1); this certificate serves to designate the nam

e 
of a region or a particular place w

here an 
agricultural product or food item

, possessing a 
determ

ined set of characteristics, w
as m

ade; 
the quality and nature of the item

 in question 
m

ust be the specific and exclusive creation of 
a particular geographical environm

ent and the 
production, transform

ation and packaging of 
the item

 m
ust take place in the said area;

Figure 1: Logo of the European certificate of 
Protected D

esignation of O
rigin (PD

O
).

P
G

I, P
rotected G

eographical Indication 
(Figure 2); this certificate serves to designate 
the nam

e of a region or a particular place 
w

here an agricultural product or food item
, 

possessing a determ
ined set of characteristics, 

w
as m

ade. The product, in particular m
ust 

originate from
 the region; its quality reputation 

or other characteristics can be attributed to 
the identified geographical region and the 
production of the item

 and/or transform
ation 

and/or packaging takes place in the said area.

••
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Figure 2: Logo of the European  certificate of 
Protected G

eographical Indication (PG
I).

The third category has been stipulated on the basis 
of e

u
 regulation C

e
 2082/92:

TS
G

, Traditional S
peciality G

uarantee (Figure 
3); this certificate serves to guarantee the 
quality and nature of a product, its m

ode of 
production and transform

ation as w
ell as 

the m
ain characteristics of the ingredients. 

U
nlike the other tw

o certificates (P
D

O
 and 

P
G

I), how
ever, TS

G
 is based on the specific 

connection betw
een traditional m

ethods of 
production or the com

position of the product 
w

ith a determ
ined area but  it also m

akes 
clear that the product in question can also be 
produced elsew

here.

Figure 3: Logo of the European certificate of 
Traditional Speciality G

uarantee (TSG
).

Italy is the country w
ith the biggest num

ber of 
local products w

ith E
uropean Q

uality C
ertification 

(M
ipaf, 2009). In fact, these products are 235 (both 

P
D

O
 and P

G
I). The consequence of this value is 

the increasing consum
ers’ dem

and of this kind of 
products in italy (P

antano, 2008).

For this reason, also M
cD

onald’s is trying to exploit 
this new

 m
arket. R

ecently, in France introduced 
local products (even if w

ithout E
uropean Q

uality 

•

C
ertification): 

the 
raclette 

façon 
française 

(sandw
ich w

ith a typical French bred), the fondue 
façon S

uisse (sandw
ich w

ith the fam
ous S

w
iss 

E
m

m
ental cheese) and the forestier façon italienne 

(sandw
ich w

ith Italian sm
oked ham

).

Local products in territorial m
arketing

Territorial m
arketing is all about connecting various 

areas, tow
ns and villages w

ith particular products 
in an attem

pt to entice the consum
er to choose 

those rather than other products (S
olom

on  S
tuart, 

2005).

D
espite differences in the literature there are w

ide 
agreem

ent w
ith the idea that the territory plays the 

sam
e role as the product in m

arketing strategies; 
in other w

ords, the territory itself has becom
e a 

product like any other (R
eitano &

 Zinno, 2006). 
C

onsum
ers are aw

are of and influenced by w
hat 

a territory can supply and provided. They are 
satisfied, the territory gains in appeal and increases 
its value (Testa &

 B
uccione, 2006).

The objective of territorial m
arketing is to identify 

the strategies that enable the spread and appeal 
of 

local 
resources 

w
ith 

the 
aim

 
of 

prom
oting 

territorial developm
ent and attracting an influx of 

new
 econom

ic resources, because it is not enough 
in itself to possess a resource, one has to know

 to 
integrate it w

ith other resources if one w
ants the 

value of the territory to grow
 (ibid., 2006).

In recent years, in order to m
eet the challenge of 

increased com
petition betw

een different areas, 
new

 kinds of tourism
 have em

erged focusing 
on the unique characteristics of different places; 
these m

ight be of an eno-gastronom
ic nature, for 

exam
ple local beers, w

ines and so on (P
lum

m
er et 

al. 2005; yuan et al., 2005; S
antich, 2004; G

etz &
 

B
row

n, 2006; B
row

n &
 G

etz, 2005; K
ivela &

 C
rotts, 

2006), or it m
ay concern other “products” w

hich are 
produced exclusively in certain areas. A

n exam
ple 

of this could be tourism
 aim

ed at the rediscovery of 
the ancient m

usical traditions (M
ason, 2004).

G
astronom

y clearly can be used as a pow
erful 

m
arketing tool to prom

ote tourism
 (H

jalager &
 

R
ichards, 2002; K

ivela &
 C

rotts, 2006; S
m

ith &
 

X
iao, 2008). in italy, for exam

ple, w
ine and food 

routes  have been set up aim
ed at the rediscovery 

of local culinary traditions as a w
ay of  orientating 

and stim
ulating tourism

.

To m
eet the dem

and for new
 kinds of tourism

 and 
encourage it further m

any countries have begun to 
create a series of dem

onstrations and events (Lee 
et al., 2004), w

ith the specific aim
 of prom

oting 
their ow

n local products (P
rentice &

 A
ndersen, 

2003). 

The m
ost im

portant events of this nature in Italy 
are orientated exclusively to prom

oting local food 
products. A

m
ong these m

entioned should be m
ade 

of Vinitaly (the m
ost im

portant event dedicated 
to w

ine organised every year in Verona) or  the 
C

hilly P
epper Festival -il festival del peperoncino- 

in D
iam

ante (the m
ain event dedicated to chilly 

peppers and its by-products organised every year 
in D

iam
ante in C

alabria).

The alliance betw
een M

cD
onald’s and 

Italian local producers associations
M

cd
onald’s w

as born in 1954 in illinois by the 
alliance 

betw
een 

R
ay 

K
roc 

and 
M

cD
onald 

brothers, and the firm
 has grow

n rapidly in all over 
the w

orld. 

The m
ain keys to its international success has 

been, the brand aw
areness, the location of its 

restaurants, the brand im
age, the large offer and 

an accessible price for m
any people and the 

exploiting 
of 

franchising 
opportunities 

(Vignali, 
2001).

In 
fact, 

franchising 
is 

one 
of 

the 
m

ost 
used  

strategies 
to 

m
axim

ize 
the 

firm
’s 

financial 
perform

ance 
in 

the 
restaurant 

industry 
and 

it 
contributed to a rapid grow

th of this industry 
(K

oh et al., 2009). Furtherm
ore, som

e studies 
carried out that “restaurant firm

s choosing through 
franchising m

ay have significant advantages over 
firm

s that are pursuing grow
th through com

pany-
ow

ned outlets” (H
su &

 Jang, 2009)  For this 
reason, an im

portant percentage (about 50%
) 

of the sales in restaurant industries com
es from

 
franchising (C

om
bs et al., 2006). In particular, the 

keys characteristics of franchising are tw
o. “First, 

franchising typically occurs in business w
here 

there is a notable service com
ponent that m

ust 
be perform

ed near custom
er”, “the second key 

characteristics is that franchise contracts typically 
reflect a unique allocation of responsibilities (ibid., 
2006).  

Thanks to this strategic alliance, M
cD

onald’s w
as 

the first to com
m

ercialize the food on a global 

scale, 
this 

process 
“has 

been 
accelerated 

by 
technological 

innovations 
in 

food 
preparation 

and 
preservation” 

(Finkelstein, 
2003). 

“The 
standardized products delivered through the chain 
restaurant 

are 
considered 

appealing 
because 

of their guaranteed quality. In this respect, a 
m

uch-touted prom
ise of M

cd
onald’s has been its 

reliability and cleanliness” (ibid., 2003). 

B
ecause of its rapid grow

ing, m
any studies focused 

on the M
cD

onalds effect on the food dem
and, and 

on its consequences on the social life (R
itzer, 

2001; Finkelstein, 2003).

A
ctually, M

cD
onald’s has over 20,000 restaurants 

in over 100 countries. 

in 1985, M
cd

onald’s opened the first restaurant in 
Italy (in particular, in B

olzano), subsequently the 
firm

 opened new
 restaurants in all the country. In 

1999, it opened the 200th restaurant in Italy, and 
in 2000 M

cD
onald’s launched the sandw

ich C
rispy 

M
cB

acon, w
hich w

as the first product created and 
launched only in Italy. 

C
urrently, 

in 
italy 

there 
are 

380 
M

cd
onald’s 

restaurants 
and 

12.000 
em

ployees. 
Total 

consum
ers are about 180 m

ln per year, w
ith an 

average of 600.000  per day. In 2007 in Italy the  
sales w

ere 678 m
ln of euros (9%

 m
ore than the 

sales of 2005).

In 
2007 

for 
the 

first 
tim

e 
M

cD
onald’s 

Italia 
launched a new

 sandw
ich w

ith an elem
ent w

ith 
an e

uropean q
uality C

ertification: the 280gr al 
P

arm
iggiano R

eggiano, w
hich is a cheese w

ith a 
P

D
O

 certification.

This 
sandw

ich 
has 

been 
available 

in 
the 

restaurants for 13 m
onths, w

ith a higher price  
than the other sandw

iches.  This price is justified 
by the consideration that for m

ost consum
ers the 

principal indicators of quality are price and brand 
nam

e (B
rucks et. al., 2000). In fact, consum

ers 
tend to perceive a product w

ith a higher price as 
being of better quality than sim

ilar objects w
hich 

cost less (S
chindler, 2006). 

This product com
es from

 the alliance betw
een 

M
cD

onald’s Italia and the C
onsorzio di P

arm
a (the 

association of P
arm

iggiano R
eggiano producers).

In particular, M
cD

onald’s in its advertising underlined 
the link of the new

 product w
ith the cheese w

ith the 
P

D
O

 certification, w
hich considered one the m

ost 
fam

ous Italian local products.
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Furtherm
ore, the firm

 in 2008 launched tw
o new

 
sandw

iches, 
B

oscaiolo 
and 

Tirolese, 
w

ith 
the 

S
udtiroler S

peck A
lto A

dige P
G

I, w
hich is particular 

sm
oked ham

, for a lim
ited tim

e (few
 m

onths). 
These sandw

iches has been launched again for 
tw

o m
onths in 2009.

These products com
es from

 the alliance betw
een 

M
cD

onald’s and the C
onsorzio S

peck A
lto A

dige 
(the association of the S

udtiroler S
peck A

lto A
dige 

producers).

The 
advertising 

focused 
on 

tw
o 

particular 
m

essages: 
the 

lim
ited 

period 
to 

taste 
the 

sandw
iches and the presence of a product w

ith 
P

G
I certification. In this w

ay, the consum
er can 

perceive the w
hole sandw

ich w
ith a higher quality, 

because of the P
G

I sm
oked ham

, even if only an 
elem

ent of the sandw
ich has the certification.

M
cD

onald’s m
essage is the high quality of its offer, 

in fact there are several products w
ith E

uropean 
Q

uality C
ertification. In particular, the offer of som

e 
of these products only for a lim

ited period and their 
characteristic of scarcity influence consum

er to 
consider these products rare (C

atry, 2003). In fact, 
also cheep products can exploit the opportunity 
of a voluntary scarcity to attract m

ore consum
ers 

interested in exclusive goods less expensive then 
the luxury ones. Furtherm

ore, M
cD

onald’s can 
attract 

consum
ers 

interested 
in 

products 
w

ith 
E

uropean Q
uality C

ertification.

M
cD

onald’s Italia w
ith the tw

o Italian local producers  
associations exploited the tem

porary use of an 
established brand nam

e to gain access to new
 

m
arkets, this alliance is one of m

ain advantages  
of cobranding strategies (W

alchli, 2007; G
eylani 

et al., 2008). in fact, these tw
o brands “coexist 

in an effort to enhance the value of a products” 
(W

ashburn et al., 2004), furtherm
ore it aim

s to 
reinforce the brand’s im

age (G
eylani et al., 2008). 

C
onclusions

The 
alliance 

betw
een 

Italian 
local 

producer 
associations (C

onsorzio S
peck A

lto A
dige and 

C
onsorzio di P

arm
a) and M

cD
onald’s allow

ed local 
producers to prom

ote their products in a national 
perspective. 

In 
fact, 

these 
associations 

allow
 

them
 to im

prove the innovation process of their 
products. Furtherm

ore,  this innovation support 
the production of local goods and allow

 their 
producers to respond to the new

 requests of the 
m

arket (C
asabianca, 1997). In fact, thanks to the 

alliance w
ith M

cD
onald’s Italia, the local producers 

seem
 able to exploit the opportunities offered by 

the net of M
cD

onald’s restaurants. 

These producers acted a particular com
m

unication 
strategy, 

by 
expanding 

their 
dem

and 
on 

the 
national territory. The m

ain aim
s of this kind of 

com
m

unication are (B
rondoni, 1987):

increasing the dem
and of som

e goods

m
anaging the dem

and and lim
iting the m

ain 
com

petitors

m
aintaining the global offer.

O
ther 

Italian 
local 

producers, 
therefore, 

could 
first im

prove their com
m

unication strategies by 
focusing 

on 
the 

quality 
of 

their 
products 

and 
secondly on the presence of E

uropean Q
uality 

C
ertification. 

Furtherm
ore, 

they 
could 

also 
exploit 

the 
opportunities 

offered 
by 

the 
m

ain 
Food C

om
panies operating in Italy. In this w

ay 
they w

ould play a m
ore visible role in the Italian 

m
arket and their products could be selected to be 

included in their offer. H
ence, they could create a 

contact w
ith consum

ers w
ho prefer to buy this kind 

of product also in restaurants. In addition, Italian 
local producers could use their local gastronom

ic 
specialities as a key-factor to attract m

ore tourists, 
by inviting them

 to taste all specialities in situ (i.e. 
the production place). M

oreover, the regions could 
develop m

arketing strategies to prom
ote these 

local products in a global scenario based on this 
elem

ents.

In conclusion, the diffusion of local products on the 
national territory can influence consum

ers to really 
visit the production place of the local products and, 
in this w

ay, increase the gastronom
ic tourism

 in 
that zones.
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