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INTRODUCTION

As in the past three decades the thematic focus of the joint symposium of the Faculty of 
Economics, Josip Juraj Strossmayer University in Osijek and Hochschule Pforzheim 
– Pforzheim University focus on a topic which is of great relevance for the future 
development of both Osijek and Pforzheim. 

Innovativeness is a key determinant to increase productivity, which is a precondition 
for companies and regions to keep and strengthen competitiveness on the global 
market. Hence it is a means of economic growth and the creation of jobs. Our aim with 
the symposium is always to combine the pictures of local requirements, utilities and 
obstacles with the national economic situation and national as well as international 
trends.

The presented papers discuss a variety of aspects within the general topic of 
innovativeness and its impact on regional competitiveness. This broad approach 
allows new insights into an important topic which has great infl uence on economic 
development and prospect.

Albert, in Setting up New Markets, from a staffi ng perspective, proposes an 
alternative concept called the “godparenthood system,” a strategy for the organizational 
development in a market entry situation enhancing the transfer of corporate and local 
knowledge. Based on several cases of different market entry strategies of Wrigley, a 
multinational confectionary company, Albert shows that with the application of the 
concept of dual leadership the Wrigley Company avoided typical issues arising from 
international assignments. Moreover, it enabled the adoption of a corporate culture in 
the new subsidiaries and an effective knowledge transfer in both directions. Also, the 
economic success of different new market development projects correlates with the 
usage of the suggested godfather system.

Crnković, Požega and Bratić analyze in their paper, European Experience of Organic 
Farming - Recommendations for Increasing the Croatian Competitiveness, 
ways of how Croatian farmers can profi t from the trend to organic food. Although 
the ecological production in the Republic of Croatia in its initial stages, given the 
available natural resources, ecological production can play an important role in 
regional development and strengthening of regional competitiveness. Moreover, 
government incentives played an important role in the development of organic food 
production. Croatia, so the recommendation, should share its expertise and present 
guidelines for the development of organic farming as a factor in strengthening regional 
competitiveness. 
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Market access and the operation of the distributive trade are affected by regulations. 
Dunković examines in his paper, The Competitiveness of Market Access and Trade 
Operations in Croatia from Smart Specialization Perspective a segment of the 
national economic policy in order to identify the market appropriateness to become 
a part of the Research and Innovation Strategies for Smart Specialisation project. 
He fi nds that current regulations do not provide an attractive environment for the 
entry of new global players in the domestic market while enabling slow diffusion of 
technological innovations, quality products and services into economy.

The mobility situation in Germany and new mobility concepts are introduced and 
discussed in the paper of Fournier and Moczadlo, Sustainable Mobility and the 
Role of Electric Vehicles. Regarding the approach to the automobile one can see 
trends away from the ownership-model towards a utility concept. Young urban people 
developed a new relationship to mobility and car ownership. New mobility concepts 
combine several means of transportation. Here the electric vehicles can play an 
important role if the prerequisites of customer expectations can be met.

Janovsky provides in his paper, Enhancing International Business via Service 
Innovations - Manufacturing Firms in Emerging Countries, a taxonomy of 
service innovations. On this foundation he analyses the potential impact on successful 
business expansion for German industrial fi rms in emerging countries with an 
emphasis on adequate prerequisites in terms of strategic and operational design, on 
project management. Cross-cultural differences are expected to play an even more 
important role than in the classical manufacturing business. The reliance upon intra-
muros capacities and processes might represent a considerable risk in this regard. 
Henceforth, networking and cross-fertilization with external partners (suppliers, 
customers, advisors etc.) will be of primordial relevance for the successful expansion 
process. 

Knežević and Poje report in their paper the experiences with a new kind of team teaching 
of English at the Department of Physics at the Josip Juraj Strossmayer University in 
Osijek. The team teaching method provides a richer educational environment both 
for students and for teachers. The project’s aim was to identify the advantages and 
disadvantages of this innovative form of teaching. They found that team teaching of 
English enables teachers and students new roles in the educational system, which is 
the key factor in increasing the competitiveness at universities, colleges and study 
programs.

König’s paper, What Makes Universities Competitive and How to Achieve That, 
analyses empirically the impact of teaching on the development of entrepreneurial 
behavior. The fi ndings show that informal and non-formal education, and supplement 
university courses with experiential teaching methods have a positive impact on 
entrepreneurial behavior and in particular in developing competences of students.

In Malnutrition and Poverty - Impacts of Intra-Household Distribution, Moczadlo 
discusses selected facts that keep poor households in the vicious circle of poverty and 
malnutrition. The innovations in the methodology of studying the intra-household 
distribution brought deeper insights of how the nutrition situation of household 
8
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members is infl uenced through individual socio-economic variables and the status of 
a person within the household itself. 

Nukić in, From Innovativeness of Employees Toward the Firm Level and Regional 
Competitiveness, analyses empirically the importance of organizational culture in 
middle size construction companies in Croatia as a determinant of fi nal employee’s 
as well as organizational performance. Also, the effective communication network 
is taken into account as a prerequisite of accumulation, transfer and application of 
knowledge in order to enhance productivity and market competitiveness. 

Šimić and Štimac analyse in, Innovativeness: How is it Managed in Eastern 
Croatian Companies? the close relation between innovativeness and competitiveness. 
Recent research on innovativeness in Croatia shows a rather low level of innovative 
activities, non-existence of a formal innovation management system and law or no 
investments for R&D activities as internal problems, almost no cooperation between 
science and the business sector, lack of supporting institutions and venture capital 
and poorly managed legal regulation of intellectual property rights. 

In his paper, Promoting Local Market Performacne by Organizational Structures 
in Retailing Companies: The Case of Incentive Pay for Store Managers in 
Grocery Retailing Trauzettel presents empirical results on a grocery retail chain 
introducing an incentive pay scheme for its store managers. It is shown that store 
managers receiving performance-based incentive pay performed signifi cantly better 
than the store managers in the same retail chain with low incentive payments. 
Since store managers are responsible for the implementation of retailer’s service 
strategy, local competiveness of retail chain and value creation can be supported by 
organizational arrangements like incentive systems. 

Regina Moczadlo
Mirna Leko Šimić

Sunčica Oberman Peterka

Osijek/Pforzheim, January, 2013
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SETTING UP NEW MARKETS FROM THE STAFFING 
PERSPECTIVE – AN ALTERNATIVE CONCEPT

Prof. Dr. Rudolf Albert
Business School, Pforzheim University

rudolf.albert@hs-pforzheim.de

Keywords:  Global Staffi ng, New Subsidiary, Organizational Development, Market 
Entry, Organizational Set-Up, Expatriate, International Assignment 

Abstract: 

The paper proposes a strategy for the organizational development in a market entry 
situation enhancing the transfer of corporate and local knowledge. The concept is 
called “godparenthood system”: A mature business unit of a multinational company 
assumes the responsibility of developing a new market and thereby assigns a 
“godfather” who leads the set-up in dual leadership with a local manager. 

The concept is described and analysed in its effect on organizational development, 
corporate learning, the alignment of national and corporate culture and issues 
related with expatriation and repatriation. 

We show that in certain situations the “godparenthood” provides signifi cant 
advantages in contrast to other development concepts for market entries. To 
support this hypothesis, several cases of market entries of Wrigley, a multinational 
confectionary company, are studied. In some cases the proposed godfather approach 
had been used, in others classic development concepts involving expatriates had been 
applied, and in some cases the new subsidiary was set up only by local staff. It is shown 
that by applying the concept of dual leadership the Wrigley Company avoided typical 
issues arising from international assignments; moreover, it enabled the adoption of a 
corporate culture in the new subsidiaries and an effective knowledge transfer in both 
directions. Also the economic success of different new market development projects 
correlates with the usage of the suggested godfather system.

1. INTRODUCTION

In the nineties of last century after the fall of the iron curtain the political and 
economic systems of Central and East Europe (CEE) underwent a dramatic change 
and opening, so this decade provided a high number of cases for studying market 
entry strategies. In this paper the aspect of knowledge transfer to newly established 
subsidiaries and the acquisition of local knowledge are studied.

The markets of CEE in the period considered demonstrated a high demand for 
Western products, provided no business infrastructure in the meaning of Western 
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economy and possessed highly educated, often multilingual human resources 
without business expertise and management know-how.

We propose a system called “godfather system” or “godparenthood” that enables an 
effective transfer of corporate knowledge and values while avoiding typical issues 
arising from other classic concepts. The proposed concept is evaluated and compared 
with the classic concept, here named “missionary system”, employing international 
managers to support corporate learning and with the isolated, decentralized set-up 
for which we use the notion of “multidomestic approach” introduced by Bartlett and 
Ghoshal1. 

The hypothesis is supported by several cases from one company – Wrigley – a fast 
moving consumer goods company (FMCG), world leader in manufacturing and 
marketing of chewing gum. Wrigley applies in all markets of medium and high 
priority a hybrid marketing strategy, explained below in more detail, which requires 
local staff plus corporate knowledge. 

In a recent review on research on global staffi ng the authors note “.., contributions 
which illuminate the effectiveness of alternative forms of international assignments 
in achieving the strategic objectives of the MNEs would be useful.” 2 The intention 
of this paper is exactly to provide such a contribution. 

In the last section the “godfather system” is decomposed in its constituent parts for a 
discussion of possible reapplication. 

2.  A HYBRID MARKETING STRATEGY AND THE CHALLENGE OF ITS 
INTERNATIONALIZATION

We call a marketing strategy hybrid, when the company creates consumer demand 
by communication and additionally provides a service offer to intermediaries in 
order to make the product available and visible for the consumer. From the staffi ng 
point of view this strategy implies the presence of local personnel with company 
specifi c knowledge and skills. In the international context the hybrid marketing 
strategy requires additionally local knowledge. Makino & Delios3 defi ne it: “Local 
knowledge includes information and know-how about the local economy, politics, 
culture, and business customs of a region; information on local demands and tastes; 
and information on ways to access the local labor force, distribution channels, 
infrastructure, raw materials, and other factors required for the conduct of business 
in a region”. A lack of adequate local and contextual knowledge can greatly impede 
global managers’ effective decision-making and threaten their performance in 
foreign markets, particularly in dynamic emerging economies4. Scullion and Li5 

1  Bartlett and Goshal (1989)
2  Collings, Scullion & Dowling (2009)
3  Makino and Delois (1996)
4  Lord and Ranft (2000)
5  Scullion and Li (2010) 

12
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argue that local knowledge in emerging markets may differ signifi cantly from the 
corporate knowledge transferred to these markets. Part of this local knowledge is 
undiffused, tacit and its interpretation requires a deep understanding of the local 
culture. It is suggested that socialization6 is the only process through which both 
explicit and tacit forms of local knowledge are acquired in emerging markets. This 
socialization process involves intensive physical interactions with external local 
knowledge holders such as customers, suppliers, industry associations, governmental 
bodies, and local communities.7 Informal networks and personal relations beyond 
mere business related relations also enhance the process of socialization. 

The diffi cult and potentially incomplete acquisition of highly tacit local knowledge 
through expatriates suggest a different approach that does not require the explicit 
and full transfer of knowledge from local individuals to expatriates, but still adds 
it to the corporate knowledge pool: integration of local management in the decision 
making process of the company, cooperation between expatriates and locals on peer 
levels8.

So in the market entry situation to a new country, particularly to emerging markets, 
both, the acquisition of local knowledge as well as the transfer of corporate knowledge 
call for the assignment of expatriates9. As this approach on the other side goes along 
with well researched drawbacks10, we propose below an alternative staffi ng concept:

3   THE ”GODFATHER SYSTEM”, A DUAL LEADERSHIP CONCEPT TO SET-
UP NEW SUBSIDIARIES

The basic idea is to assign the responsibility of developing a new market to an 
established business unit of the company. We call it a parenting unit, although it 
need not be the parent company. However, the parenting unit must have functions 
equivalent to those that has to be built in the new country; and it should possess 
suffi cient resources. The parenting unit takes ownership – we call it “godparenthood” 
- for the building of a new subsidiary and assigns a “godfather”, a senior manager 
with cross cultural competencies. The main difference from the classic approach is 
the fact that a godfather keeps his original position even when he spends more than 
50% of his time in developing the new market.

The principle responsibilities of a godfather are

  Searching and hiring a potential country manager locally. This person has full 
responsibility for the new country in prospect within a time horizon of two to 
three years.  

6  Socialization here referred to as sociological concept
7  Scullion and Li (2010)
8  See also Schuler et al (1993)
9  See Downes and Thomas (2000)
10  Compare e.g. Scullion and Collings (2006)

Rudolf Albert
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  Coaching the candidate and jointly building a local team. The potential country 
manager´s knowledge of the local labor market, understanding of national 
culture and the informal networks help in identifying candidates for staffi ng 
while the presence of a future local country manager enhances the credibility of 
the company in becoming a sustainable local enterprise.

  Training of the potential country manager and his local staff in the parenting 
business unit and utilizing the home base as a resource of corporate knowledge 
and as means of cultural integration.

  Transfer functional managers of the parenting unit temporarily for on-the-job 
training to the new organization.

  Facilitating the process of decentralization. Functions are transferred in steps 
according to the capabilities in the new organization. There should be a master 
plan for this process that includes check points and allows modifi cations11.

The godfather, being a senior manager in the parenting unit, has full access to the 
resources in this organization, can outweigh potential shortages of human resources 
in the home country and infl uence the performance evaluation system so that inter-
national assignments will not impact the individuals in the parenting unit and the 
impact on the overall business performance is limited and controllable.

4.  EVALUATION OF THE GODFATHER SYSTEM IN COMPARISON WITH
CLASSIC CONCEPTS

In this section three market entry strategies are studied from a knowledge based 
perspective: The “godparenthood” model described above, the approach utilizing 
expatriates to transfer knowledge to new markets – we call it here the “missionary 
approach” - and the strictly decentralized organizational set-up, the multidomestic 
approach.

• Godparenthood

The “parenting” organization interacts on different hierarchic and functional levels 
with the “godchild” organization: temporary assignments, coaching, and training 
of staff from new units in the established organizations. These interactions support 
the adoption of corporate knowledge and values. The actual and the symbolic 
responsibility for “growing” the newly established subsidiary generates motivation 
on the “parent” side, while the prospect of independence in a foreseeable time horizon 
encourages the new staff, in particularly the potential country manager. This intrinsic 
motivation also enhances the willingness to share local knowledge.12

An advantage of the godfather system is the avoidance of issues arising typically with 
expatriates (see below). 

11  A concept for this decentralization process is described in an unpublished paper by Albert. 
12  Scullion and Li(2010) argue that intrinsic motivation is one of the key factors for locals to 

share knowledge
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A drawback of this concept, however, is a lack of fi nancial accurateness: often the 
accounting is not equipped to track and allocate the cost correctly to the respective 
business unit, cost caused through increased complexity can hardly be estimated 
and most of all, the opportunity cost, caused by short-term assignments and thus a 
shortfall of labor in the home country, is often neglected.  

Further, the multiple use of godparenthood may exhaust the enthusiasm in the 
parenting unit. As the development of the new subsidiary/ies entails substantial time 
investments, it is recommended to limit the parenting responsibilities to 3 to 5 years. 

A comprehensive study of the characteristics of a suitable parenting organization is 
beyond the scope of this paper and may be subject to further research.

• Missionary System

The classic approach suggests the usage of international assignments when an 
enterprise is establishing new subsidiaries and believes that its core competencies 
and its corporate culture are essential prerequisites for a successful setting up:  
“Invariably, building a strong corporate culture and socializing host country nationals 
will involve the transfer of PCN [parent company national] expatriates or indeed 
TCNs [third country national] from the internal labor market, who are socialized 
into the corporation, to the subsidiary operation”13. Or as Scullion and Collings 
write “...a differentiation between generic technical knowledge and corporate context 
specifi c resources such as corporate culture and managerial process may emerge as a 
key variable in exploring staffi ng orientations of MNCs [multinational company]. In 
the case of the latter, the use of PCNs and TCNs [Third Country Nationals] is called 
for…”14.

On the other hand, many issues are related to expatriates; here are the most common 
ones:

• From the company´s perspective

Availability15: the increasing demand for international managers and the limited 
supply of qualifi ed managers willing to relocate have been leading to a gap between 
supply and demand. In particular in times like 1990s, when by political and/or 
economic changes whole regions attracted the interest of multinational enterprises, the lack 
of international managers formed a barrier for further expansion. The readiness to accept an 
international assignment also depends heavily on the cultural distance and the differences 
in living standard between the home and the host country. We experienced a reluctance of 
US citizens to go abroad while in contrast East Europeans often demonstrate high interest 
in international assignments16 . 

13  Collings, Scullion & Dowling (2009)
14  Scullion and Collings (2006) p.33
15  Compare Stahl et al (2007) and Farndale et al (2010)
16  Observation by the author considering the number of applicants for international projects in 

locations of developed markets and assignments for positions in emerging markets. 
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Cost17: It is estimated that the cost of an expatriate is three to fi ve times higher than 
in the home country. A variety of costs are added to the salary related expenses, 
such as compensations for family, housing, home fl ights and mobility in the host 
country, as well as administrative cost, training pre- and post- relocation, relocation 
cost and the higher fl uctuation after repatriation. 

Risk of early return and performance issues18: The performance of managers sent 
into a foreign country is diffi cult to predict and risks cannot be avoided completely 
by careful selection. The ability to adapt to the new culture, different leadership 
styles, uncertainty in the business environment, lack of support by a used-to 
infrastructure, security issues in the country and the potential family issues are just 
a few examples of factors that may impact performance.

Risk of negative impact on companý s reputation: Wrong selection can severely 
damage the company ś relations with local customers, government and employees19. 
A fact often neglected is the diffi culty of correcting a wrong selection. Because of the 
potential consequences on the individual ś career, on the relationship between HQ 
and subsidiary and on the relation to customers and other stakeholders, companies 
often refrain from exchanging expatriates.

• From the individual ś perspective

Spouse and family issues: First mentioned in most surveys among European and US 
American fi rms are issues around spouses: abandoning the ideal of a dual career, 
failure to adapt to local culture, children ś education20 and security issues in some 
developing geographies.

Repatriation21, a sample of potential issues:  

-  Shortage of available and appropriate positions in the home country, in particular 
if the expatriate comes from a third country (TCN) that is too small to provide 
enough positions. 

-  A higher fl uctuation goes hand in hand with the actual or perceived career 
opportunities after returning. Employees who collected international experience 
often have increased expectations on the offered job profi les and compensations.

-  The return from a smaller and newly established subsidiary to a larger and long 
established organization leads to a reduction in the scope of functional areas and 
freedom of making independent decisions. 

-  Managers who were engaged in building new markets had the chance of 
recruiting their teams themselves. On return and taking over the supervision 

17  Compare e.g. Wederspahn (1992)
18  Compare e.g. Tung (1987) or Daniels & Insch (1998)
19  Compare Zeira & Banai (1985) and Dowling & Welch (2004)
20  Scullion and Collings (2006) p 91ff and ORC (2002)
21  For a more detailed discussion see Scullion and Collings (2006) p 196 ff
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of an existing team, they often struggle to gain the same level of authority they 
were used to.

-  The environment at home both in personal life and inside the company has 
changed during the period of a longer-term assignment. The returning expatriate 
is no longer part of the informal networks he used to be integrated in. 

• The multidomestic approach: every entity keeps its own beliefs and values

The cultural orientation of a decentralized multinational enterprise is called 
polycentric in the terminology of Perlmutter22 or multidomestic in the organizational 
model used by Bartlett and Goshal23; each subsidiary is culturally independent, 
the knowledge transfer is limited and core values do not exist on a global level. 
Furthermore, national culture dominates the corporate culture. 

In the situation of a new market development and from the staffi ng perspective this 
approach implies that a mainly local staff leads the set-up of the new subsidiary. The 
local strategy, however, does not exclude international assignments completely but 
would use expatriates only for technical and functional back-up24. In particular in 
less developed geographies this type of assignment is used even in a multidomestic 
enterprise25.

From a marketing perspective the multidomestic approach fi ts a single market 
strategy pursued by many small and medium sized companies when corporate 
culture is not considered a main competitive advantage. 

Here is a summary of the described concepts:

Approach 
Criteriont Godparenthood Missionary 

System
Multidomestic 

Approach

Principle
Parenting business unit 

+ senior manager as 
godfather

Expatriates set up 
new unit

Local staff sets up 
new unit

Cultural 
orientation (see 
Perlmutter1969)

Ethnocentric / 
regiocentric

(possibly geocentric)

Ethnocentric / 
regiocentric Polycentric

Means of 
knowledge 
transfer to 
subsidiary

Coaching by godfather,  
temporary transfer to 

new subsidiary,  training 
in parenting organization

Expatriates n.a.

22  Perlmutter (1969)
23  Bartlett and Goshal (1989)
24  Compare Caligiuri & Colakoglu (2007)
25  Compare Edström & Galbraith (1977)



Approach 
Criteriont Godparenthood Missionary 

System
Multidomestic 

Approach

Means of 
acquisition of 

local knowledge

Godfather + local 
country manager

Expatriates by 
socialization 

(compare Scullion 
and Li 2010)

Local management –
kept in subsidiary

Repatriation 
need Low extent High n.a.

Wrigley cases

CEE, Yugoslavia, 
Romania,Bulgaria, 

Ecuador
Production sites in 
Poland and Russia

Russia, CIS, 
Chile, Uruguay, 

Middle East
France, (India)

5.  CASEST OF MARKET ENTRIES AND NEW SUBSIDIARIES IN THE 
WRIGLEY COMPANY 

As a matter of fact, the Wrigley Company provides examples for all models. As the 
product and the hybrid marketing strategy are identical in all examples the resulting 
differences may be attributed to the differences in staffi ng. 

Wrigley has been a company dedicated to a hybrid marketing strategy where the 
creation of consumer demand and the availability and visibility of the product at the 
points of sale are considered the main pillars of the marketing strategy. 

We look at the decade starting in 1990 where CEE and later CIS countries were not 
only attractive but also a fast market entry promised a competitive advantage. The 
company ś starting point in 1990:

Up to 1989 1990 to 1999 2000 to 2008

Milestones 1989 The Iron Curtain fell 1998 Mr. William 
Wrigley died, Bill 
Wrigley took over

Mars acquired Wrigley 
in 2008

Global Sales 
in Billion US$

< 1 1 to 2.1 2.1 to 5

Mission Engaging new consumers 
through new benefi ts

Exploring new 
geographies 

Expanding business 
beyond gum

Cultural 
Orientation

Polycentric Regiocentric Geocentric

Share of sales 
outside US

< 30% 40 to 60 % >70%

33rd Scientifi c Symposium
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Up to 1989 1990 to 1999 2000 to 2008

International 
structure 

Marketing & Sales 
Organizations in UK, 
Germany, Sweden, 

Australia

Regional Headquarters 
in Munich(EMEA) and 

Asia

Regional HQ
Europe (25%)

CIS+MEA (15%)
Asia/Pacifi c (25%)

US (30%)

Before 1990, the company was strictly polycentric or multidomestic characterized by 
decentralization of decision making: 

Subsidiaries were embedded in the local national culture and staffed primarily with 
host countries nationals. The links between the parent company with headquarter in 
Chicago and its subsidiaries were limited to fi nancial reporting rules and approvals 
for branding. The business updates happened three times per annum when the 
international vice president visited the subsidiaries during a two days business review 
meeting. These meetings plus very occasional business trips of the subsidiaries´ GMs 
were the only face-to-face contacts to the HQ. 

Wrigley transformed in the decade after 1990 to a regiocentric company, with Munich 
being the regional headquarters taking ownership of the development of central and 
east Europe (CEE). The regiocentric approach has become more popular recently when 
regional headquarters are set in a geographically and culturally more homogenous 
environment. However, Scullion and Collings26 argue that it may prevent a company 
from becoming truly global as know-how and career opportunities are restricted to 
a regional level. The example of Wrigley becoming a global organization in the fi rst 
decade of the 21st century serves as a counterexample, however, without signifi cantly 
discouraging the thesis. Also during this transition it could be observed that regional 
institutions reluctantly released power. 

The Wrigley Company applied the godparenthood system in CEE and (with a slight 
modifi cation) in the Balkan region consisting of Yugoslavia, Romania, Bulgaria and 

26  Scullion and Collings (2006) p 23
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Albania with outstanding success from the business point of view. We analyze here 
the implications from the knowledge based perspective and the integration into the 
corporate culture:

The role of godfathers was owned by the VP Europe, the GM Austria, the Sales 
Director Germany and the GM Export. After a period of about 5 years (Yugoslavia 
about 8 because of the Balkan wars), we observed the following:

The corporate culture had been inherited by the all the newly established legal 
entities. Evidence for this are the artifacts used in these markets, the hybrid marketing 
strategy employed that differentiated these operations from other local fi rms and the 
close informal ties connecting them with the parent company after being formally 
independent. As examples for artifacts we may note the terminology used in business 
conversations, the traditions inherited and the unwritten principles in leadership. 
In a later stage, from 2000 onwards, these countries became a fruitful source for 
international managers both for cross national projects like the global introduction of 
SAP and also for international assignments in other geographies like South America.

The somewhat stretched home organization in Germany and Austria compensated 
the outfl ow of resources to East Europe with increased motivation. Although some 
projects had to be postponed, no adverse effect on the overall performance in these 
home markets was detected. Admittedly, however, the generalization of this fact has 
to be considered with care as at the same time the German market benefi ted from the 
windfall profi ts generated by the East German market.

While the parenting organizations were excited and engaged in the setting up of new 
business units, also the retiring phase, when the new entities became self-contained, 
brought a certain relief along with the pride of having brought up the “godchild” 
successfully.

In all these geographies ten years after the market entry the market share was over 
90%, per capita consumption was at the level of Western markets and the balance was 
not only positive but demonstrated outstanding profi ts.

Another case supporting the hypothesis is Ecuador, one of the markets in South 
America that had been approached after 2005. This time the Wrigley Regional 
Director who managed a region “Balkan West” consisting of Slovenia, Croatia, 
Bosnia and Serbia acted as a godfather for Ecuador. Exactly the same effects could 
be observed as before in East Europe; Ecuador, though being the poorest of Wrigley´s 
test markets on this continent, developed the fastest with the best adoption of the 
core competencies in distribution building. Unfortunately for the new country, the 
godfather was promoted to manage the bigger region “CEE and Balkan” and therefore 
was no longer available for the dual responsibility. 

The Wrigley Company applied the godparenthood concept not only in developing 
marketing and sales subsidiaries, but also the factories in Poznan (Poland) and St. 
Petersburg (Russia) had been set up under the leadership of other European production 
sites although the notion of godfather was not explicitly used. 
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The Wrigley Company applied what is called here the “missionary approach” in Russia, 
the other CIS countries, Middle East and Latin America. Reasons for not reapplying 
the godparenthood model were the meanwhile exhausted resources in the parenting 
country Germany and the size and complexity of markets like Russia. Consequently 
the classic approach with expatriates was utilized and worked suffi ciently well27 The 
market success was slower and less impressive than in CEE, but still positive. From 
the staffi ng perspective, however, the failure of the repatriation was remarkable. Out 
of 19 expatriates sent to Russia and CIS, once they had returned from their host 
country, only four stayed longer than one year and only two longer than four years 
with the company. 

Wrigley´s example for the multi-domestic approach: In 2003/4 Wrigley France 
split from the French distributor in order to handle the sales operation with an own 
organization. Unlike previous set-ups of new subsidiaries, the French unit had been 
built without any international assignees, neither for short- nor for long-term. French 
managers did not receive corporate training. The result is a country organization 
that is not integrated in the corporate culture as visible on international meetings of 
various functional areas. The different thinking, the different artifacts, the different 
terminology and the missing cross-national informal network demonstrate the 
disintegration. The market share in 2010 is lower than it was in 2003! However, the 
business result shall be considered only as a comment and not proving any causality 
– for this thesis the supporting facts are not suffi cient.

6.  CONCLUSION AND DISCUSSION OF PRACTICAL IMPLICATIONS

The success of the godparenthood/ godfather system depends on several factors:

  An essential element of the proposed concept is the choice of a suitable parenting 
organization. This often confl icts with the regional structure of a multinational 
company. Headquarters with merely coordinating functions cannot play the 
described role nor can a business unit that is not yet fully integrated into the 
corporate culture. Pairing mature and new organizations is recommended.

  In order to leverage the motivational effect of godparenthood, the reporting 
lines must not meet on a too distant level. The parenting unit shall have common 
interests and identifi cation with the corporate success in the new markets to 
provide the additional effort.

  A basic principle and success factor is the gradual delegation of responsibilities 
to the new subsidiary in contrast to classic concepts. 

  A godfather needs to have full access to all required functions in his home 
country.

27  In fact, the classic approach was also slightly modifi ed, because of a shortage of available expa-
triates. Therefore the expatriates were fi rst hired in Germany, trained and sent off to other assign-
ments.
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  The symbolic meaning of “godparenthood” inspires in the startup phase when 
the new “child” begins to grow and also helps to step back in the retiring phase, 
when the new organization is left to be independent. 

The system proposed provides a recommendation for multinational companies 
seeking to explore business opportunities in emerging markets. It shows a path 
to avoid the risks involved in employing expatriates for long-term assignments 
while enhancing organizational learning and an effective integration of a new 
subsidiary into the corporate culture. 

At the same time, the process of decentralization is under close control, thus 
mitigating fi nancial risks and avoiding violations of corporate rules and 
principles. 

In the parenting business unit short-term international assignments and business 
relations to the new market lead to high identifi cation with the development 
process and hence enhances motivation. The explicit and implicit personal 
development both in the parenting unit and in the new country organization 
generates a source of international managers with high potential.
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Abstract:

Organic production in recent years has become the center of attention of consumers, 
farmers and politicians. Given the positive growth trends, the development of 
organic farming not only contributes to sustainable development, but also ensures 
the development of the economy. Available statistics on the dynamic growth market of 
organic products lead to the realization that organic production has been recognized 
as an important branch of the agricultural production sector in Europe. A signifi cant 
role was played by the government which, in the form of incentives, has become 
more involved in regulating and aiding organic production as well as regional 
development potential and strengthening of competitiveness. Although the ecological 
production in the Republic of Croatia is in its initial stages, given the available natural 
resources, it can play an important role in regional development and strengthening 
of regional competitiveness. In addition to presenting the current status of organic 
farming in Europe, a special focus is directed at the European experience in organic 
farming and its government’s incentives. The fundamental purpose of this article is 
that, in the example of the positive experiences of Denmark, it should share and 
present guidelines for the development of organic farming in Croatia as a factor in 
strengthening regional competitiveness. 

1.  INTRODUCTION

In the last two decades, organic farming has developed rapidly in Europe, although 
the continuity and pace of development varies from country to country.
Organic farming’s role in the sustainability of agricultural production has attracted 
special attention from the political, professional and scientifi c public (Lotter, 2003), as 
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well as highlighting important instruments of agricultural policy of the European Union 
(Dabbert et al., 2004). By defi nition, from a non-profi t umbrella organization IFOAM 
(International Federation of Organic Agriculture Movements) organic agriculture is a 
production system that maintains the health of soils, ecosystems and people. It relies on 
ecological processes, biodiversity and cycles adapted to local conditions, rather than the 
use of investment with side effects. Organic agriculture combines tradition, innovation 
and science to benefi t the environment in order to promote fair relationships and a higher 
quality of life for all involved (IFOAM, 2009).

Organic production in Europe has developed its own initiative, without state 
interference; providing immediate indirect resistance to capital-intensive production. 
By its appearance, in the strict sense, it highlighted opportunities and potentials for the 
environment, health care, renewable energy, and in a broader sense, the foundation for 
long-term development of the economy on the basis of how it wins political interest. In 
the late nineties ecological producers received support from the environmental programs 
of the Rural Development stated in Agenda 2000 (Haring and Dabbert, 2004). Therefore, 
the current positive trend in the growth and development of organic farming in most 
European countries, thanks to the government incentives, both indirectly in the form 
of research grants, national development plans, legal frameworks for the protection of 
eco-products, as well as directly through the fi nancing of rural development programs.

This paper attempts to answer the question of what the lessons are for Croatia in the fi eld of 
organic farming that can be learned from long experience of Denmark. How and in what 
way can Croatia improve its economy from the successful agricultural policy of Europe? 
This paper is structured in four chapters. The fi rst chapter is an introduction; the second 
section describes the current state of the market of organic farming in Europe. The third 
chapter is devoted to the European experience, where it analyzes the case of Denmark, 
one of the most successful countries in organic production. The last chapter brings the 
discussion of the lessons learned from the case of Denmark, and recommendations for 
Croatia.

2. EUROPEAN MARKET OF ORGANIC PRODUCTION

Since the increased concerns about human health, nutrition and environmental impact 
(Gil et al 2000, p. 207), and the growing importance of renewable energy sources in 
the environment (Wier and Calverley, 2002.), the market for world organic production 
develops more by entering into all the economic and social spheres, although the 
degree of development varies from country to country. A report from The World of 
Organic Agriculture - Statistics and Emerging Trends on the development of organic 
farming in the world is followed and carried out by the Research Institute for Organic 
Agriculture FIBL, in cooperation with IFOAM whose data are reliable, but not up to date 
because there is a two-year period between the updated statistical data and the actual 
current situation. Thus, the obvious statistics published in 2012 show that in Europe in 
2010, 280,000 manufacturers engaged in organic farming on only 10 million hectares 
of agricultural land, whereby it occupied only 27%  of ecological agricultural land in 
the total world share (Willer, Kilcher, 2012). By comparing the national and European 
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agricultural ecological surfaces, it may be noted that Spain has the largest number of 
areas with 1,456,672 hectares, followed by Italy, Germany, France, UK, Austria, Poland, 
Czech Republic, Sweden, and Turkey (Figure 1). However, such data are statistically 
signifi cant, but not indicative of the degree of development of the country considered in 
organic production.

Figure 1: Ten countries in Europe with the largest ecological agricultural surfaces in 
2010th (In hectares)

Source: Willer, H., Kilcher, L.: The World of Organic Agriculture - Statistics and Emerging Trends 
2012

In fact, David Hallam points out that in countries where organic production and the 
market is expanding rapidly, their share in sales is small, and their ecological sector is a 
niche in the overall market for organic food (Hallam, 2003). Among the countries with the 
highest consumption of organic products per capita are Switzerland (€ 153), Denmark (€ 
142), Luxembourg (€ 127), while the other countries are shown in Figure 2

Figure 2.: European countries with the highest annual consumption of organic 
products per capita in 2010 (in Euros)  

 Source: Willer, H., Kilcher, L.: The World of Organic Agriculture - Statistics and Emerging 
Trends 2012.
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The leading country whose revenue from the sales of organic products is growing 
continuously from year to year is Germany. According to the latest offi cial data of 
FIBL, its market in 2010 was 6.020 million Euros, while in 2009. it amounted to 
5.800 million Euros. As the second-ranked country, France has recorded the largest 
growth in sales compared to other countries with 368 million Euros last year, and its 
market value sales of organic products in 2010. amounted to 3.516 million Euros. 
Other countries, with regard to the value of sales, achieved a slight increase and 
their value sale of organic products is between 657 and 2000 million Euros (Figure 
3). Increased the value of sales, and increased consumption of organic products per 
capita in the countries shown in relation to reports of past years, can be explained 
only by developing environmental awareness and rising standard of living.

Figure 3:  European countries with the highest market value sales of organic products 
(in millions of euros)

Source: Willer, H., Kilcher, L.: The World of Organic Agriculture - Statistics and Emerging Trends 
2012.

The market for organic production in Europe is not homogeneous, since the structural 
intensity and degree of development varies from country to country. Lampkin et al 
explain that the inhomogeneity of national markets can be explained by specifi c 
political incentives (Lampkin et al, 1999), while Wier & Calverley highlight the 
problem of cultural and structural diversity of countries, and the differences in the 
income of population (Wier & Calverley, 2002., p. 51).

3.  EUROPEAN EXPERIENCE

In Europe, organic farming in the late 20th century experienced rapid growth 
(Lampkin, 2001). In the mid-eighties organic production received a lot of attention 
of the public through the political recognition of the ecological production system. 
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In accordance with the recognition, IFOAM published international standards 
for organic production, allowing Austria and France, among the fi rst, and other 
countries in the nineties to adopt EU legislation 2092/91 (now 834/2007), with major 
implications for international trade, which not only covers manufacturing standards, 
but also regulations (Willer H et al, 2008), which provides the legal binding 
framework for organic production, processing, labeling, inspection, and certifi cation, 
and thus determines what organic farming is(Dabbert 2001). Policies to encourage 
conversion to organic agriculture came into force in 1992. with the agroecological 
program (EU 2078/92) that included support for organic farming as a supporting 
measure of reform of the Common Agricultural Policy (CAP) (N. Lampkin et al., 
2000, p. 221) and the implementation of its policies (Haring, 2003). EU Regulation 
2078/92 encouraged the conversion and maintenance of organic farming by providing 
fi nancial compensation to farmers for any losses incurred during the conversion 
process, which in turn, encouraged greater involvement of manufacturers and the 
development of organic farming in agriculture. The European Agricultural Fund for 
Rural Development (EAFRD) of EU Regulation 1698/2005 provides support for rural 
development in terms of promotion, and transition to organic production. European 
countries provide direct and indirect assistance designed in various national, rural 
development programs, and in 2004, the European Action Plan  was created for 
organic agriculture and food production (Gomez-Tovar et al, 2005) which provides a 
framework for integrating policies and measures to encourage the agricultural sector 
for the implementation and development of organic production. Specifi cally, such 
programs and plans to encourage serve as a strategic government tool to achieve 
goals, especially when it comes to a number of related areas where different levels of 
decision-making must be integrated (Schmid & al. 2008).

In this regard, some countries in Europe with high intensity development of organic 
farming, have adopted a series of incentives (Dimitri and Oberholtzer, 2005), 
including conversion and support payments for agricultural land, training and 
education of organic producers, research support, and marketing programs. Below, 
the positive experience of Denmark in organic production will be described through 
the example of the pioneers of organic farming.

4.  CASE STUDY - DENMARK

Denmark is considered to be, and is, one of the pioneers of organic farming 
(Strukturdirektoratet 1999). Since the fi rst organic farm founded by urban people 
who have moved to the countryside to experiment with alternative farming and create 
a new way of life “as a reaction to the industrial society and their material basis“ 
(Ingemann 2006, 9), Denmark was the fi rst European country to have introduced 
national environmental standards and rules of conversion of organic farming (Organic 
Farming: Policies and Prospects, pp. 5). Ecological food production in Denmark has 
become an important sector for its development. Dynamic development of the organic 
sector is partly due to the consumer’s increasing demand for organic products, and 
partly a result of government support and collaboration of state institutions, organic 
farmers, retailers and consumers.
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According to the latest offi cial data of FIBL in 2012. , Denmark had 2.677 active 
producers, and occupied 162.903 hectares of environmental surfaces, or just over 
6% of the total agricultural land, an increase of nearly 20% from the beginning of 
the nineties when the conversion began. In a relative form, the share of total sales of 
organic products make up more than 7%, which in absolute form is 791 million Euros 
of total revenues. These data suggest a very large increase in sales revenue from the 
oldest data available since 2005. when sales totaled 383 million Euros. Consumption 
of organic products per capita is 142 € with the Danes ranking among the world’s 
largest consumer of organic products.

The data presented here are the result of extensive work of the state, which fi rst 
regulated the environmental sector in 1987, and since 1992 EU Regulation 2092/91 
has provided strong support for organic production in the form of incentives and 
subsidies. In Denmark, European legislation relating to the laws and regulations 
of organic production and processing are applied as well as certifi cation, labeling 
and control of organic products. In support for conversion or transition to organic 
production, the state gives producers an incentive of € 141 per hectare per year for 
the fi rst two years of transition, while in the next three years the producer is awarded 
an incentive of € 13 per hectare per year (G. Schwartz et. al. 2010). In addition 
to fi nancial support, the government indirectly helps organic producers through 
discouragement of conventional producers claiming high taxes on products such as 
insecticides and pesticides (Norfelt, 2005).

Training of farmers, science and research in organic production is an important part 
of the Danish government policy. In this regard, the main initiative of the action plan 
for organic agriculture was the foundation of the Danish Research Centre for Organic 
Agriculture (DARCOF) by the Ministry of Food, Agriculture and Fishing, which 
contributed much to education and research in organic production. Specifi cally, in 
addition to funded doctoral students, DARCOF conducts workshops and scientifi c 
research programs in environmental schools and colleges whose students, through 
research in relevant areas, are encouraged to cooperate with the competent 
environmental institutions and bodies (Lange, et. al. 2006).  The training of organic 
farmers is done by advisory services, farmers’ associations, college courses and 
consulting services in order to be familiar with new fi ndings and information related 
to organic production.

At the same time, all participants, including the Danish government, large retailers, 
and various environmental organizations are making signifi cant efforts focusing 
on the information and promotion of production and consumption of organic food. 
Information Policy and Promotion is mostly carried out through campaigns for 
consumers, commercial kitchens, schools, including the introduction and sale of 
the “healthy meal” in the catering industry and government institutions. National 
marketing efforts are manifested through various advertising through printed 
brochures, newspapers and television and through a variety of online tools. According 
to research by Wier et al. as much as 58% of organic products are sold in shopping 
malls, 25% through discount channels, and 15% through direct purchases or sales 
in specialized stores (Wier, M et al., 2005), while Václavík determined a slightly 
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different sales distribution in 2009, in which 80% is occupied by retail chains, 
specialty stores 5%, and the remaining 15% in other sales channels (Václavík, 2009).

Hamm and Gronefeld in their thesis put the Danish market into the most developed 
eco-market category (Hamm and Gronefeld, 2004), since organic production in 
Denmark reached a very high level of development. Consequently, Denmark is an 
example of one of the most successful European countries in the implementation of 
organic production.

5.  LESSONS LEARNED - RECOMMENDATIONS FOR CROATIA

Increased environmental awareness of consumers and an increase in living standards 
are reasons for the development of organic farming in European countries, but 
one of the main drives is the incentives. Experience of the Danish market is an 
example of successful government policies in achieving growth and development of 
organic farming, which many developing countries should follow and learn from it, 
including Croatia. From the Danish experience it is possible to draw messages in the 
development of organic farming through:

  The high level of government involvement in support and encouragement
 Plans and curriculum for organic production as guidelines for action
 A partnership between all participants in the chain
 A well-informed market about the value of organic products
 Media attention and informative promotional campaigns
 Programs and plans for education and professional scientifi c research.
 Placement of organic products through various sales channels

Today, the Croatian market of organic production is signifi cantly behind the 
developed European markets, as Croatia was relatively late in implementing and 
enforcing the legal and binding legal framework for organic production (The law 
on organic production was passed in 2001). Based on the rich European experience, 
Croatia has a "guide" to take advantage of its potential and develop the agricultural 
branch of organic farming in order to strengthen the economy. Given the experience 
of Denmark, Croatia has a perspective through a partnership between all actors in the 
chain to create plans, programs and strategies for the development of organic farming 
with exclusive incentives and government subsidies. State bodies and institutions 
should provide training and education through educational and consultative 
workshops and seminars for all agricultural producers to help them comprehend 
the theoretical, practical and legal framework for organic production (Arnold Bratić 
et al, 2012). Linking the educational sector and promotional marketing companies 
with representatives of organic farming which would educate them, in their areas 
of expertise, inform and promote the importance of organic farming, would not 
only help training, but would also encourage environmental consciousness of the 
consumer. Raising awareness about the importance and value of organic food would 
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stimulate demand in the market in the future. Therefore, the priority of organic 
producers is to develop production capacity with the support of state incentives, and 
to join forces together in an umbrella organization while entering the market through 
various distribution channels sales.

By joining the European Union, Croatia is presented with great opportunities and 
chances for development. Therefore, the national government has the burden to 
contribute to the implementation of organic farming in order to develop the economy 
based on the example of the Danish state and government model.
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Abstract:

The paper deals with business legislation as a country-level determinant of 
productivity which regulates the distributive trade industry and in turn affects 
competitiveness of production and other sectors of the national economy. Smart-
specialisation based competitiveness and growth in productivity within the economic 
sector should be connected with the increase in the quality of products and services, 
as well as with the increase in production effi ciency. In the process of creating the 
appropriate competitive environment, i.e. suitable business and social environment 
in the national economy, which would strengthen and motivate the entrepreneurs to 
achieve global competitiveness, it has been shown that the trade, i.e. retail, plays an 
important role.

Market access and the operation of the distributive trade are affected by regulations i.e. 
restrictions to the location of commercial premises, regulations on the establishment, 
regulations on specifi c operations and products etc. The hypothesis is that, compared 
to some European countries, the present regulatory framework governing the 
market, in which retail in Croatia functions, should undergo changes with the aim 
of additional liberalisation of the market access and trade operations, all for the 
purpose of opening more possibilities for the success of regional specialisation and, 
ultimately, the success of the “smart specialisation”. Current regulations do not 
provide an attractive environment for the entry of new global players in the domestic 
market while enabling slow diffusion of technological innovations, quality products 
and services into economy. The goal of the paper is to examine a segment of the 
national economic policy in order to identify the market appropriateness to become 
a part of the Research and Innovation Strategies for Smart Specialisation project.

The methodology used will be based on the author’s empirical research of the comparative 
study of the regulatory framework in Croatia and EU countries. The purpose of the 
paper is to provide the contribution to further development of recommendations for 
the competitiveness of the business legislation considering the fact that the position of 
Croatia is at the bottom of the scale in this area of competitiveness landscape according 
to the IMD World Competitiveness Yearbook 2012 and relatively low ranking on the ETI 
– Enabling Trade Index



1.  INTRODUCTION

The common development policy of the European Union countries is trying more 
and more to impose a concept of regional competitiveness based generally on the 
application of innovations and economic specialisation through different programs. 
It is expected that structured fi nancing and the implementation of such a development 
model will increase the productivity and competitiveness of European regions through 
the specialisation of production and provision of services.

This paper will try and ascertain to what extent trade and retail are ready to respond 
to the application of the development strategy based on specialisation and future 
innovations, taking into consideration the market’s regulatory framework within 
which the trade functions. Restrictive market regulation in the area of trade, a result 
of protecting the competitiveness of the existing traders, jobs, price control and the 
like, slows down the innovation and the development of distribution networks, which 
in turn negatively affects the distribution of products and services in all trade-related 
economic activities. The development of retail structure cannot be observed only 
from the aspect of regional development, because growth in retail productivity must 
be a goal for every region, regardless of the distribution of production specialisation 
within the European Union. There are, for example, “trading oases” for clothing 
items and footwear in Italy, which are connected to the local industrial surrounding. 
However, the competitive advantage of entrepreneurs also depends on the degree of 
development of the local retail structure that is able to offer these products.

The European Commission presented an economic transformation agenda based on 
some new principles, which was titled Research and Innovation Strategies for Smart 
Specialisation (RIS3), in 2012. A guide for implementing the “smart specialisation” 
strategy points out of fi ve target areas of activity in which utilizing new technologies, 
stimulating innovation and corresponding investments in the private sector, 
strengthening competitiveness on the level of European regions and an evaluation 
system for the implementation of the RIS3 strategy play the key role. When speaking 
about the effects that can be expected from “smart specialisation” in Croatia, it is 
necessary to point out the innovations in tourism, trade and traffi c infrastructure or 
energetics. Apart from all the knowledge necessary to achieve growth and development, 
the environment in which the market functions and in which the innovations can 
be offered to entrepreneurs and customers is also important. The structure and 
competitiveness of the national/regional market is determined by the quality of the 
educational system and the qualifi cations of the workforce, public infrastructure, 
macroeconomic policy, natural resources and the like, which is why the government 
is expected to stimulate investments and innovation processes in the economy through 
fi scal policy, labour law and other microeconomic and macroeconomic policy tools. 
It responds by creating an appropriate regulatory framework.

The hypothesis is that, compared to some European countries, the present regulatory 
framework governing the market, in which retail in Croatia functions, should undergo 
changes with the aim of additional liberalisation of the market access and trade 
operations, all for the purpose of opening more possibilities for the success of regional 
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specialisation and, ultimately, the success of the “smart specialisation”. Market entry 
and the performance of trade operations are marked with certain restrictive measures. 
The government’s interventionist policy on the market is expected to create conditions 
in which retail will be more attractive to producers and buyers with respect to the 
number of stores, diversity of offer and pricing.

The need for researching this problem also stems from Croatia’s relatively low 
ranking on the ETI – Enabling Trade Index, where it ranked 46 out of 132 countries, 
i.e. 42 on the Market Access Subindex and 102 on the Regulatory Environment Pillar. 
The Index is based on the realisation that there is a set of regulatory policies that 
enable trade, such as those to improve market access, facilitate trade with more 
effi cient administration and improved regulatory and security regimes that secure 
property rights and reduce transactions costs. In addition to that, the IMD World 
Competitiveness Yearbook 2012 puts Croatia at the bottom of the ladder when it 
comes to competitiveness, not to mention its low standing in the areas of Business 
Legislation and Institutional Framework, where it ranked 51st and 54th respectively, 
out of 59 countries examined.

2.  COMPETITIVENESS OF THE NATIONAL ECONOMY

Competitiveness is the strength, in a relative sense that one needs in order to 
win in a competition against one’s rivals. In a world in which competitiveness is 
gauged in global proportions, national economies must be as infl uential as possible 
in international economic fl ows. The competitiveness of a country or a region 
can be explained as realising the economic growth in a way that is better than 
the competitors’ (Nickel, 1996). To determine the competitiveness of a national 
economy, it is important to assess to which extent it is able to offer an entrepreneurial 
climate in which entrepreneurs could achieve global competitiveness. Porter (1990) 
points out that the competitiveness of a nation can be high if it has at its disposal 
plentiful workforce, capital and natural resources, which are available at a low 
price. Investing into labour and capital units creates an output and the value of the 
output is interpreted as productivity. Porter (1999) argues that the core of a country’s 
competitiveness centres on productivity and that increasing productivity is key to 
enhancing a country’s competitiveness. The productivity level of a national economy 
hinges on two things: fi rstly, the quality and properties of the products or services and, 
secondly, on the effi ciency of providing these services, i.e. producing these products.

The more capable a national economy is to put resources in the function of creating 
productivity, aided by available instruments of microeconomic, macroeconomic 
and fi scal policy, as well as other economic measures, the more competitive it will 
be. Economic growth and stability cannot be achieved without political and social 
stability, an adequate legal system and sustainable macroeconomic conditions.

Innovations, especially technological innovations, have long since been seen as a 
central factor in the productivity growth of a country and in increasing its productivity. 
This is why a lack of technological innovations caused by e.g. regulatory restrictions 
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can be the main reason why countries, regions, economic sectors or ultimately 
entrepreneurs create a lacklustre output when compared to their rivals.

The internationalisation of a national economy plays an important role in its 
competitiveness in today’s conditions. It shows the extent to which an economy is 
involved in the international fl ow of goods by participating in global distribution 
networks, but also in international investment fl ows. A country or region can 
achieve a high level of competitiveness only if it is highly internationalized because 
competitiveness in relation to others is measured on the international market.

Government policy is one of the key components in achieving the competitiveness 
of a national economy. By way of passing regulations and intervening on the market, 
the government infl uences sectors, entrepreneurs, workers, buyers. By carrying out 
structural policy directed towards individual sectors, such as the trade sector, barriers 
to internationalisation, price level control, market entry, operational management and 
the like are laid down or eliminated. It is the government’s responsibility to stimulate 
the strengthening of competitiveness on the domestic market through interventions if 
it spots any irregularities, to guarantee the safety of products and, alongside everything 
else, to motivate companies and individuals to be more innovative and creative.

3.  MARKET REGULATION 

Market regulation implies a number of different instruments, with the help of which 
the government and local authorities impose various demands, prescribe expenditures 
and administrative limitations on economic subjects and the population (Boylaud and 
Nicoletti, 2001). Regulatory market policy is made up of a systematic development and 
the implementation of the instruments of the government and appropriate institutions, 
which, aided by these instruments, form the process of enacting their regulatory role 
on the market. In order for a selected policy to be in the function of market reforms 
and support the development, it apparently needs to be based on a combination of 
economic, legal and administrative principles. By establishing administrative ”game 
rules”, authorities can correct what they feel is a result of anomalies in the areas 
of market competition, conducting business, labour market, consumer protection, 
public health or environmental protection on a national or local level, all with the aim 
of improving the functioning of the market economy. In the areas in which regulation 
is overly restrictive, its infl uence can inhibit the activity of market mechanisms by 
creating a negative effect on the allocation of resources and productivity.

The regulation (deregulation) of the product and service market affects numerous 
market conditions. Reforms that have marked the product and service market have 
been the basis of the economic policy in forming the European Union. Removing 
trading barriers between countries in the years 1958 and 1968, with the help 
of measures in the form of opening markets for the purpose of strengthening the 
competitiveness, was the result of the implementation of the program of creating 
a single market, which ended in 1992. Reforms of the product and service market 
have retained a key position even in the European Union’s Lisbon Strategy, which is 
the plan of its economic development. These are microeconomic structural reforms 
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which aim to improve the functioning of the product and service market by regulating 
the entry of new subjects into the market, controlling investment processes and trade 
exchange, as well as strengthening the competitive relations between manufacturers 
of products and services.

4.  ”SMART SPECIALISATION“-BASED COMPETITIVENESS AND THE 
ROLE OF TRADE

Smart specialisation is relevant in achieving sustainable growth as an important 
innovation effort, and considerable investment is required to shift towards a resource-
effi cient economy. It contributes to inclusive growth between and within regions 
(Foray et al, 2012:8). The European Commission presented a new, modern model 
of managing economic growth and development intended for member states and 
European regions, which is based on investing in innovations, transfer of knowledge 
and new technologies. Routing investments from a special structural fund should 
stimulate specialisation and innovation in entrepreneurship. Cross-border and trans-
region cooperation is important for the available knowledge and technology to be used 
precisely in those areas where the best results are expected. Through implementation 
of the RIS3 strategy, the advantages and production capabilities of each individual 
region should be identifi ed so that the areas in which they have above-average 
productivity can be ascertained, which can then be used as a guide for segmenting 
them and implementing the target policy of sustainable growth.

Seeing as though it is important to achieve a competitive advantage of a region, 
Porter’s Theory of Competitive Advantage (Porter, 1985) can be used in principle. 
This theory is based on the assumption that the competitive advantage is created from 
the value which an entrepreneur is capable of creating for their buyers and which 
surpasses the production expenses. By placing such a defi nition of competitiveness in 
the context of regional development, it can be said that there is an aspiration towards 
organizing production in the European Union depending on the areas of competition 
for individual aspects of production. Porter (1990) points out that mutual geographic 
relation can improve the competitive advantage of an entrepreneur that is active in 
more than one country, if sharing and coordinating value activities decreases the 
costs or improves the differentiation. Coordination costs, as well as the differences 
between regions or countries, can decrease the advantage of sharing. Due to historic 
and other reasons, there are big differences between European countries that are an 
obvious impediment to an equal economic development of European regions.

The policy of clusters, which was a dominant aspiration of the economic policy of 
developed European countries for a while, represents an encapsulated economic 
model of high productivity that did not support the creation of competitive regions, 
but encouraged the competitiveness of industrial sectors within regions. There are 
many underdeveloped regions, particularly in the Eastern and South Eastern part 
of Europe, which are unable to organize clusters and must turn to specialisation. 
Although traditionally competitive regions specialized in certain products and 
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services have already been identifi ed in the more developed part of Europe, this 
is not the case in most countries of Eastern and South Eastern Europe, including 
Croatia. There has been a series of cases, which began in the 1990s,  where European 
manufacturers achieved poor results by expanding their manufacturing facilities to 
Eastern European countries and Turkey because those regions were not able to offer 
all the resources and skills that the producers had at their disposal in their home 
regions, such as suppliers, trained workforce, management. The implementation of 
“smart specialisation” in the conditions of regional division in Europe should lead 
to regional segmentation, where regions would be more competitive with respect to 
supply of quantity, quality and price of products and services.

There is still insuffi cient saturation in the trade sector in Croatia, despite fi erce 
competition, internationalisation and concentration. In the last ten years, trade 
in Croatia has gone through signifi cant technological advances through transfer 
and introduction of retail technologies from developed European countries; big 
investments in sales facilities and warehouses have been realized, supply diversity 
increased signifi cantly, price competition is very noticeable etc. However, all 
this time the number of entrepreneurs and employees in the trade sector has been 
decreasing, which, coupled with the growth in turnover, led to a signifi cant growth in 
retail productivity. Retailers in Croatia became a part of the international distribution 
network, which put them in a somewhat equal position compared to the rest of 
the players on the global market when it comes to costs and distribution channel 
effi ciency. All this led to the fact that retailers are achieving an ever increasing 
negotiating power in the market compared to other economic subjects. Crafts (2006) 
and Pilat (1997) argue that there is increasing evidence that restrictive regulations 
in distributive trade, in particular those limiting new entry, hinder the technology 
transfer and have a negative impact on sector and nation’s productivity. The diversity 
in productivity growth across European countries shows that some countries have 
been addressing these issues relatively successfully, while others have not.

Seeing as though trade is a specifi c omnipresent activity, it cannot be observed as 
a determinant of regional competitiveness, but as an activity that should, fi rst and 
foremost, contribute to the productivity of the region’s productive forces. If, for 
example, there is a large number of entrepreneurs in Eastern Croatia specialized in 
food production, then there is a chance that such a form of production becomes a 
source of competitive advantage in that region. The function of trade is to use channels 
to distribute benefi ts it created from the specialisation it achieved, thus connecting 
producers and buyers from all parts of Croatia and the neighbouring markets. So, the 
future effects of ”smart specialisation” will depend on the market possibilities and 
regulatory limitations that will exist in retail. Different forms of regulation present in 
European countries are the result of competitive pressure in effect there. 

Better productivity, access to global distribution networks and better technological 
equipment of foreign retailers in Croatia puts domestic retailers into a less favourable 
position. This situation has existed from the end of the 1990s, when different 
legislative solutions and administrative reactions were used to preserve the position 



41

Dario Dunković

of small retailers, but also large domestic retail chains as the main distributers of 
domestic products. Reasons for a more restrictive regulation in building large sales 
facilities were increasingly strong and undesirable migrations of retail activities 
from city centres into surrounding shopping centres, in which the lease prices were 
more favourable and which attract an ever growing number of retailers and buyers 
with an innovative retail structure. The low purchasing power of the population 
also contributed to that. Limitations of the market entrance plan and construction of 
large buildings were protectively conditioned by various licences and infrastructure 
limitations. To protect the domestic retailers in some way and stimulate the trade 
development in Croatia while preserving workplaces, the regulatory trade framework 
has been changed several times in the last years. There are several market policy 
instruments in the game, such as registration of new entrepreneurs at the Commercial 
Court, obtaining licences needed for performing the trading activities, complying 
with special conditions for large shops, protection of the existing retail entities, 
working hours of the shops and retail prices control. 

In October 2011, in the last amendments to the Trade Act, the regulatory conditions 
have been liberalized for large shops with the annulment of the Regulation on Special 
Conditions for Construction of Large Shops from 2001. After that, the provisions 
relating to the limitations of shops’ working hours have been erased, even though 
they had already been ineffective by the Decision of the Constitutional Court of 
the Republic of Croatia. Obstacles for the entrance to the retail activities have been 
additionally conditioned by prescribing the necessary secondary school qualifi cations 
needed for performing the tasks of the shop staff.

5.  EMPIRICAL RESEARCH OF MARKET ACCESS AND TRADE 
OPERATIONS LEGISLATIVE BUSINESS ENVIRONMENT

Liberalisation stimulates the creation of technological and other retail innovations, 
which are considered crucial for achieving the competitive advantage of the retail 
chains in current conditions. Trade as an omnipresent activity has to be able to 
distribute the benefi ts of differentiation and production at competitive costs to the 
fi nal consumer through well-developed channels. 

Trade effectiveness is partially conditioned by the market conditions, and partially 
by the way in which the game rules in trade are regulated with the goal of enforcing 
the overall government economic policy. By using the pattern of some former 
researches, Boylaud & Nicoletti (2001) have presented the indicator structure that 
identifi es the distribution of regulatory or administrative restrictions in specifi c retail 
areas in a quantitative form. By aggregating the data into total indicators, parts of a 
regulatory framework structure are quantifi ed in order to express the positions on 
how much the market competitiveness and companies themselves are discriminated 
by the administrative restrictions and to indicate the positions where there are no 
real reasons for a regulatory authority to a priori intervene with corrective measures. 
The indicator scale has been defi ned by an index in the range going from ”0” to 
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the maximum value of “6”, depending on the level of restrictiveness of the policy 
towards the market mechanisms.

Primary data on regulatory conditions effective in 1998, 2003 and 2008 have been 
collected and processed with the help of a methodology developed by Boylaud 
and Nicoletti (2001). The analysis has a great value of introducing systematic 
and evidence-based information gained from international comparisons of some 
European countries and benchmarking used in a smart way. These kinds of 
quantitative analyses show results on how restrictive the implementation of the 
distribution sector policy is. 

Meeting the additional requirements for the construction of large retail buildings 
(hypermarkets or shopping centres and parks) appears as an important entrance 
barrier in the retail distribution regulatory framework. National and local authorities 
use these measures due to three reasons: fi rstly, due to construction land shortage in 
urban areas, because additional parking surfaces, as well as underground car parks, 
are also necessary next to large shopping facilities, secondly, to protect small traders 
from the competition, maintain small shops in city centres and preserve workplaces 
and traditional services they offer (McKinsey, 1994; Burda, 2000). The third reason 
is related to urban plans, ecology and energy consumption – a contractor has to 
participate in the fi nancing of the accompanying infrastructural network. In large 
shops the effects of economy of scale (lower average purchase price) and economy 
of scope (selling more miscellaneous products) are more effectively utilised. 
Restrictions in that area favour the current powerful retailers because the entrance 
of new competitors is harder, which allows them to keep their dominant positions 
and to strengthen their market concentration. Restrictions related to large shops 
emergence can reduce retailer market power in relation to suppliers. By eliminating 
the restrictions related to the construction of large shops, the growth in retail 
specialisation will be effected, because, for example, the shops that offer groceries 
of poorer quality are developed parallel with shops that offer better quality groceries. 
Such specialisation effects can directly infl uence the production sector and change 
the relations of competitive powers within it. 

Main restrictions related to retail operations concern working hours of the shops and 
freedom of establishing the retail prices. Limitations of working hours were often 
introduced due to religious reasons or in order to protect workers, mainly on Sunday, 
holidays and public holidays. However, it should be kept in mind that, if there are no 
limitations of the working hours, it does not necessarily mean that shops are using 
the possibility of unlimited working hours range. Permitted larger fl exibility of the 
working hours infl uences the satisfaction of fi nal buyers, stimulates employment 
in distribution, and strengthens the position of larger retailers in relation to smaller 
ones. 
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Graph 1. Dynamics of the indicators of regulatory conditions in the retail distribution 
in 1998, 2003 and 2008 for some European countries, including Croatia. 

 
Source:  Author‘s calculation of secondary OECD data (available at: stat.oecd.org, Public sector, 
Taxation and Market Regulation / Market Regulation / Sectorial Regulation / Retail Trade / 
Metadata). Primary data for Croatia is a result of Author‘s calculation. 

Changes in the retail distribution regulatory framework in the period from 1998 to 
2008 were rather dynamic and had different directions, as shown by Graph 1. On the 
basis of the indicator range, the retailers in France and the United Kingdom went 
through the biggest changes. However, pursuant to that criteria, Croatia, Hungary and 
the Czech Republic could be included too. Graph 1 shows that the changes towards 
liberalisation are characteristic for 13 out of 22 monitored European countries, 
which accounts for almost 60%, while there have practically been no changes in 5 
countries. Namely, the retail policy was led by introducing restrictive measures only 
in Croatia, Hungary, the Czech Republic and the Netherlands, which is probably the 
consequence of perceptible disturbances on the products market in those countries, 
which are probably responsible for the trend of sudden entrance of competitive 
foreign global retailers. It is important to conclude that some of the highly developed 
European countries with settled development policy, except for France and the 
United Kingdom, have also been marked by the regulatory framework dynamics in 
the monitored period (Sweden, Switzerland, Spain, Norway, Germany, Austria). 

Barriers to market entry or market access in the transition countries such as Hungary, 
Estonia, Slovakia and Croatia represent the prevailing share in the overall indicator 
(Graph 2), which shows that the goal of retail policy was to limit the development 
of new shops on the market based on their selling surfaces and to thus protect the 
existing ones, especially small domestic retailers, and keep them in city centres. 
This negatively infl uenced the modernisation of this sector, i.e. the introduction of 
new retail forms and technologies from other developed markets, and that in general 
negatively infl uenced the competitiveness and employment of an expert labour force. 
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In some highly developed European countries (Denmark, France, Finland, Ireland, 
Belgium, Norway), the biggest weight of the overall indicator is borne by the 
operative restrictions. 

Graph 2. Comparison of the indicator of the regulatory conditions in retail distribution 
in 2008 for some European countries and Croatia. 

Source: Author‘s calculation of secondary OECD data (available at: stat.oecd.org, Public sector, 
Taxation and Market Regulation / Market Regulation / Sectorial Regulation / Retail Trade / 
Metadata). Primary data for Croatia is a result of Author‘s calculation. 

The analysis of secondary data shows that different approaches are used in Europe in 
order to affect the competitiveness and development trends in the retail distribution 
sector. The biggest share of monitored countries, 60% of them, is inclined to 
liberalisation of retail distribution, which does not mean that the state in these countries 
is liberal, and the state in as many as the 30% of the monitored countries in 2008 could 
be described as restrictive. By imposing the conditions for the beginning of the retail 
activities and special conditions depending on the shop size, the distributive activities 
dynamics and weaker competition pressure on the market is restrained, which can 
bring to a slower growth in employment and higher prices for the fi nal buyers.  

6.  CONCLUSION

By introducing and accepting the Research and Innovation Strategies for Smart 
Specialisation, the European Union countries and regions are given an economic 
development model based on the innovations and ”smart” product specialisation. In 
the future, such model should ensure bigger competitiveness of the European regions 
by integrating science, innovations and entrepreneurship. The growth in productivity 
within the economic sector should be connected with the increase in the quality of 
products and services, as well as with the increase in production effi ciency. In the 
process of creating the appropriate competitive environment, i.e. suitable business and 
social environment in the national economy, which would strengthen and motivate 
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the entrepreneurs to achieve global competitiveness, it has been shown that trade, i.e. 
retail, plays an important role. Results of the innovative and entrepreneurial activities 
depend on the condition in the retail distribution sector as the most important service 
sector, which, after all, enables the sale of results to the customers. 

After defi ning the market regulations, the changes of the regulatory frameworks of 
retail distribution were analysed in the European Union countries and Croatia. Besides 
that, the most important parts of the regulation structure were also analysed: obstacle 
for the market entrance and retail operations. The results have imposed the need of 
introducing changes in the economic policy of the regulation of the distribution sector, 
with the goal of additional liberalisation of market access and trade operations, all 
with the goal of opening further possibilities for the success of regional specialisation 
and, fi nally, enforcing the “smart specialisation” strategy on the level of the European 
Union and Croatia as a new member. The adjustment of the regulatory frame of retail 
distribution in accordance with the set goals in the Strategy would imply the larger 
retail internationalisation and strengthening of the liberalisation of inner trade, which 
is particularly important for the increase in the competitive pressures in the sector. The 
ranking of Croatia on the scale of competitiveness, business legislation, productivity 
and effectiveness of trade and other important market factors supports the fact that 
changes are necessary and no progress in the area of government effi ciency and 
business effi ciency landscape can be expected without them. 

Lifting productivity growth as one of the main economic policy challenges in 
enhancing competition should be a major element of any economic strategy setting 
out to address this challenge. Retail distribution regulation, which is still restrictive 
in Croatia and stifl es competition in some areas should be a priority in future reforms 
and adjustments. 
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Abstract: 

Especially in urban surroundings new mobility concepts are urgently needed. Cities 
are suffering from air pollution, noise and traffi c jams. Regarding the approach 
to the automobile one can see trends away from the ownership model towards a 
utility concept. Young urban people developed a new relationship to mobility and 
car ownership. New mobility concepts combine several means of transportation. 
Here the electric vehicle can play an important role if the prerequisites of customer 
expectations can be met. 

1.  NEEDS FOR SUSTAINABLE MOBILITY

One can state that mobility is a fundamental need of societies and individuals. It is a 
key variable for social participation and personal freedom.1 Further it is a prerequisite 
for economic development and international trade. On the other hand mobility as it 
is today is exhausting non-renewable resources.2 Traffi c further speeds up the global 
warming through greenhouse gas emission. Especially in urban surroundings traffi c 
noise, pollution through traffi c and traffi c jams have a high impact on the wellbeing 
of citizens.

With the increase of national income, economic growth and success of countries like 
China and India, mobility, the demand for personalized transport and automobile 
ownership have risen and enlarged emissions to an unsustainable level. With 
increasing world population the emission due to road traffi c increased during the 
Kyoto time period from 1990 to the benchmark year 2005 from 624.2 kgCO2 per 
capita to 714.5 kgCO2. In the OECD countries emission of CO2 per capita rose by 
19% and in the non-OECD countries by 25%.3 The high demand for mobility has 

1  Butzin, Terstriep, Welschhoff, 2013, p. 2
2  Fournier, 2009, p. 75
3  Bosetti, Longden, 2011, p. 2



been found to be relatively cost inelastic due to preferences and the value of travel 
activities at the destination. So far, mobility still depends to a high extent on fossil 
fuel.4

The oil dependence of the economies in the world is still large with shifting demand 
structures (see Figure 1). The demand fl uctuates with the growth rate of the world 
economy and that is also true for the oil prices as one could see during the fi nancial 
crisis. 

Figure 1: Crude exports in 2017 and growth over 2011-17 for key trade routes (million 
barrels per day)

Source: International Energy Agency, 2012, p. 12

Therefore new concepts for reducing oil consumption are a necessity. Mobility is one 
factor where CO2 emissions and the consumption of non-renewable resources could 
be decreased. Hence it is essential to fi nd mobility concepts that are accepted by 
potential users and simultaneously fulfi ll the conditions for sustainability. Innovations 
are needed for further development of alternative solutions for individual and public 
transport.

2.  CURRENT SITUATION IN GERMANY

In 2012, 43 million cars were registered in Germany.5 In 2011 around 610 billion 
kilometers were travelled with a petrol consumption of 28 billion liters. Passenger 

4  Longden, 2012, p. 2
5  Statistisches Bundesamt, 2013
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traffi c strongly correlates with consumption expenditures of private households, 
commercial transports with the gross domestic product.1

38.6 million cars are owned by private households. The share of women owning a 
car increased due to the fact that women are participating in a higher share in the 
labor market which leads to a higher need of mobility.2 In 2009, 83% of the people 
travelling in Germany used the gasoline-driven individual traffi c (see Figure 2). 
Going to work, shopping and leisure are the most common occasions for driving by 
car individually. 57% of trips to other countries lasting four days or longer have been 
made by car.3 Households buy approximately 90% of their purchases in retail shops. 
Due to urbanization, traffi c has increased from suppliers to the retailers in the cities.4

The trend of urbanization has been growing during the last years. Households settle 
in cities as well as in suburbs. Companies are mostly in industrial zones. Hence the 
volume of traffi c increased especially due to the mobility needs of employees. The 
choice of the travel means depends in general on two factors: personal preferences 
of an individual and the local conditions including costs.5 Cities and communities 
react with a better coverage of public transport: Investment in infrastructure, new 
and better vehicles, the connection of different public transport means, and the 
adjustment of departure times.6 Commuter traffi c strains nonetheless the roads and 
leads to capacity constraints. People mostly take their own car to commute to work 
and for leisure activities. The choice of transport has not changed; one’s own car is 
still preferred. Private cars are still an important tool for lifestyle and self-concept.7 
Private cars make it easy for their users to combine different living environments, 
work, leisure time and shopping. Cars are still symbols of status, wealth, personal 
freedom, progress and dynamic. Cars are not just vehicles but they also protect their 
driver from the impertinence of all the traffi c infl uences like other traffi c participants, 
noise, pollution etc.; therefore it can be seen as a kind of steel jacket.8

Within the age group of 17 to 29 years car ownership decreased between 1994 and 
2011. The changing mobility behavior of younger people has structural reasons. The 
majority of the younger people without car ownership live in major cities where 
driving in a car is less attractive and public transport is good. Additionally, a part 
of these people are students and several cities have introduced low cost models 
for students in the public transportation. Young people combine different mobility 
systems such as public transportation and bicycles depending on their needs and 

1  Kunert et al., 2012, p. 3
2  Kunert, Radtke, 2012, pp. 6
3  Statistisches Bundesamt, 2011, p. 310 and 315
4  ifmo, DIW, 2008, p. 21
5  Mitter, 2011, p. 137
6  ifmo, DIW, 2008, p. 22
7  ifmo, DIW, 2008, p. 20
8  Aigle, Marz, 2007, p. 15
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practical reasons. For this age group car ownership and using the private car for all 
mobility purposes lost its importance.9 

Figure 2: Travelling persons in Germany 2009

Source: Statistisches Bundesamt, 2011, p. 309
Explanations: Öffentlicher Straßenpersonenverkehr: Public transport via 
roads, Eisenbahnverkehr: train traffi c, Luftverkehr: air traffi c, Motorisierter 
Individualverkehr: engine driven individual traffi c.

In Germany traffi c has a share of around 20% of the CO2 emissions. During the twenty 
years from 1990 to 2010 the yearly driven kilometer with passenger cars increased by 
one third10 albeit CO2 emissions of traffi c decreased by 5.6% (see Figure 3).11 Here one 
can notice a rebound effect. The effi ciency of cars increased during the last twenty 
years but nonetheless there is also a trend towards bigger engines.12 

Figure 3: CO2 emissions caused by traffi c in Germany (in million tons)

Source: Statista, 2013

9  Kunert; Radtke, 2012 pp. 12
10  Statista, 2013
11  Umweltbundesamt, 2013
12  Stiewe, Wittkowsky, 2013, p. 432
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3.  E-MOBILTITY AS PART OF SUSTAINABLE MOBILITY

Several concepts have been developed to change mobility patterns of people. Battery 
powered electric vehicles are one option.13 The German government aims to bring one 
million electric vehicles on the road by the year 2020 and an additional  six million 
by the 2030. The government has spent 130 million Euro subsidies for projects on 
e-mobility  between the years 2009 and 2011.14 

Electric vehicles are often seen as a green alternative and they are presented as a 
means to combine the advantages of a private car with fuel engine with ecological 
aims. The enthusiasm for electric vehicles is not new. This had its start already in 
the beginning of the 20th century “…the electric car has long been recognized as the 
ideal solution because it is cleaner and quieter and much more economical” (The New 
York Times, November 2, 1911); and: “prices of electric cars will continue to drop 
until they are within reach of the average family” (The Washington Post, Halloween 
1915).”15 

Electric vehicles such as electric cars, pedelec, e-bikes and Segways can certainly 
have a positive impact on the reduction targets for emissions and create greater 
independence from oil when the electricity is generated by renewable sources. 
Furthermore they are quiet and therefore traffi c noise could be reduced. 

At present, electric vehicles are producing as much emissions as conventional fuel 
vehicles due to the fact that the production of electricity in Germany is away from 
being a climate friendly energy mix.16 The innovations in the fi eld of e-mobility are 
high.17 Nonetheless further innovations are urgently needed. 

This is especially true for batteries. The currently common lithium-ion batteries have 
defi cits. First the safety aspect has to be solved. If metallic lithium has contact with 
air it ignites and cannot be extinguished by foam or water. Also contact with water is 
dangerous. These aspects should not be overestimated because in the normal traffi c 
situation the probability and therefore the risk for such accidents are very low. Due to 
the fact that the battery is the most expensive part of an electric vehicle, it should last 
for 15 years, which is not the case at the moment. The ideal temperature for this type 
of battery lies at around 35º C; therefore thermal management is needed. 18

Today the market for electric cars is rather a niche market. The reasons for this are 
the high purchase costs, the low operating distance and the incomplete charging 
infrastructure.19 A pilot project of the German Federal Environment Agency identifi ed 
the potential user groups who would profi t from a switch from conventional to 

13  Fournier, 2009, p. 7
14  Die Bundesregierung, 2013
15  Prud’homme, 2010, p. 3
16  Stiewe, Wittkowsky, 2013, p. 432.
17  For details see e.g. Nationale Plattform Elektromobilität (NPE), 2012.
18  Heymann, Coppel, Puls,, 2011, p. 5
19  Stiewe, Wittkowsky, 2013, p. 432; Peters, Dütschke, 2010, p. 30.
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electric cars due to their driving habits. According to this study potential customers 
for electric cars are full time employees living in cities with less than 100,000 
inhabitants. People living in an urban surrounding are driving on average too little to 
achieve cost-effectiveness with an electric car. Also for households with only one car 
an electric car is mostly not a reasonable alternative. Hence the estimated potential 
for electric cars is around 4% of the total German vehicle fl eet by the year 2015. This 
share could be enlarged by plug-in-hybrid vehicles up to around 30%.20 To enlarge 
the success of electric cars it is a necessary to integrate user utility to a higher degree 
in future innovations.21

While electric cars still have too many disadvantages to be an alternative for the 
majority of car owners e-bikes however  are quite popular. The sale fi gures increased 
steeply. In the year 2007, around 70,000 were sold 22 and in 2012 it was 380,000; 
forecasts expect this trend to hold on in the coming years.23 

4.  NEW CONCEPTS FOR SUSTAINABLE MOBILITY

Sustainable mobility can only be reached with a combination of different kinds of 
transport modes. A combination of walking, different kinds of vehicles, privately 
owned or rented and public transport surely looks promising. Hence cities and 
communities have to fi nd concepts to keep or make public transport attractive. 
Besides availability, time and convenience, the cost for travelling plays a signifi cant 
role. As one can see from Figure 4, the costs for public transport increased more 
than those for driving by car. This policy is a contradiction in terms of the goal of 
sustainable mobility.

Car sharing is discussed as another option to reach sustainability. But this is only 
true, if people drive less or – at least in the future when a climate friendly way of 
producing power is introduced - with electric cars. Otherwise it is just a question 
of ownership and costs. If electric cars are integrated in a car sharing concepts like 
it is done by car2go by Daimler than car sharing can enhance sustainability. But 
many suppliers of car sharing models still use conventional vehicles also in urban 
environments.

Sustainability can only be reached in a combination with new concepts. Therefore 
selected social innovations are introduced.24 

20  Biere, Dallinger, Wietschel, 2009, p. 180
21  Peters, Dütschke, 2010, p. 30
22  Firlus-Emmrich, 2011
23  Zweirad-Industrieverband, 2013
24  Butzin, Terstriep, Welschhoff; 2013, pp. 6
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Figure 4: Costs of different traffi c means

Source: Kunert, Radtke, 2012, p. 9
Explanations: Kraftstoffe: fuel; Kombinierte Personenbeförderung: combined 
public transport; Schienenverkehr: trains; Kraftfahrerpreisindex: price index of fuel-
driven vehicles; Verbraucherpreisindex: consumer price index.

• Car-pooling 

The classical form of car-pooling needs a central offi ce where people offer and ask 
for rides. In Belgium a kind of organized urban hitch-hiking was introduced in 2005. 
The Vehicles and Partners (VAP)25 offer a car-sharing system for short trips within 
or around the community. All participants register for this association. After the 
registration VAP sends a badge to the members for identifi cation. The registration is 
free of charge. A car insurance that covers all passengers - hence also the car sharers 
- is compulsory. The participants can identify each other by VAP card or badge. 
Someone who would like to have a lift as a pedestrian shows his VAP badge to a car 
driver. The car driver identifi es himself through a VAP card on the windscreen as a 
member of VAP. The VAP website gives further recommendations:

-  “Members registered for VAP car-sharing must be at least 18 years of age.
-  Both driver and pedestrian members of VAP are of course always free to propose 

or to refuse an offer of car-sharing.
-  Pedestrians wishing to be offered a lift must show their VAP card proving 

membership.

25  Vehicles and Partners (VAP) website: http://www.vap-vap.be/spip.php?article45&lang=fr
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-  Driver members must display clearly their VAP signs on their vehicles. 

-  Pedestrians should carry a sign showing whereto they wish to travel (METRO, 
CENTRE…). It is understood that a pedestrian may require several stages to 
reach his/her destination.

-  Drivers should bring pedestrians as far as possible consistent with their own 
itineraries. A driver is never obliged to make a detour for the sake of his/her passenger.
Both pedestrians and drivers must absolutely chose places for embarking/
disembarking which do not interfere with the traffi c !”26

• Pedibus

Small school children walk together to school and back after classes with an adult who 
accompanies them. Hence parents do not have to drive them any longer themselves. 
This was part of the Munich project for sustainable mobility MOBINET27 which 
ended in 2003 but several initiatives like the pedibus are still going on. Intermodal 
offers to combine different traffi c solutions as well as to  test them. New park and ride 
systems were included as well as a parking garage for bicycles. 

•  Urban bicycle offi ces

Urban bicycle offi ces have the task to act as a contact point for cyclists and further to 
optimize bicycle tracks in the city.

•  Citizen busses

Citizen buses have run in Germany since the 1980s. Mostly they are citizens’ 
initiatives and a complement to public transport. 

These few examples clearly show that new mobility concepts can be successfully 
introduced both through government and by citizens themselves. These kinds of 
social innovations are promising concepts for the diversity of ideas that have to be 
realized to reach sustainable mobility. 

5.  CONCLUSION

Sustainable mobility is urgently needed not only in urban surroundings where traffi c 
jams, noise and pollution through traffi c are already a burden. To reach sustainability 
in traffi c several different kinds of concepts have to be combined. Electric vehicles 
are one such concepts. Therefore the infrastructure has to be developed starting with 
battery charging stations up to parking facilities for bicycles. Public transport can play 
a major role. Hence it is necessary to be attractive also for suburbs. Cost arguments 
in this fi eld are important. 

26  http://www.vap-vap.be/spip.php?article45&lang=fr
27  http://www.mobinet.de/index.htm
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Abstract: 

This paper provides a taxonomy of service innovations (emanating from 
manufacturing fi rms) and then outlines their potential impact on successful business 
expansion for German industrial fi rms in emerging countries. A particular emphasis 
is placed upon the development of adequate prerequisites in terms of strategic and 
operational design as well as of project management. Furthermore, it propounds that 
cross-cultural differences are expected to play an even more important role than in 
the classical manufacturing business. The reliance upon intra-muros capacities and 
processes might represent a considerable risk in this regard. Hence, networking and 
cross-fertilization with external partners (suppliers, customers, advisors etc.) will be 
of primordial relevance for the successful expansion process. 

1.  INTRODUCTION

What are the elements common between the current European crisis and a simple 
cold? There are at least three points:

  The causes are well known.
There is no consensus, however, on the evaluation of its severity.
There are many suggestions but no proven remedy to get rid of it.

A common cold cannot be cured but one can ideally get relief from it. If the 
therapeutic approach intervenes too much towards the existing defence system, 
then it might encompass adverse effects, causing more harm rather than positive 
consequences. Eventually, the immune system can no longer function without 
assistance. The crisis in the European Union is similar to that of the aforesaid 
patient’s cold. The advent of the monetary union eliminated the in-built defences 
which are comparable to a patient’s immune system. Thereafter, individual states 
had started to work without these in-built defences or barriers. In the case of a 
cold, this approach would encompass that a minor disease of short duration is 
converted into a chronic form. This increases the total cost of treatment borne by 
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the society. Making attempts to constantly cure the problem leads to a continuous 
weakening of the immune system, until a time comes when the body completely 
collapses.

Similar experiences are also incidentally found at the level of corporate 
development. Eileen Shapiroo, an ex-McKinsey manager, once said that the 
once touted panacea of "Business Process Engineering" was for many ailing 
companies as useful as chemotherapy in the case of an  infl uenza (1997, pp. 296 
ff.) Incidentally, many restructuring projects involve the replacement of earlier 
used restructuring strategies.

We know through medicine that for many diseases it is not helpful to use a single 
drug in heavy doses, but often a combination of approaches at quite different 
levels can bring about therapeutic success. This logic also applies well to other 
disciplines. Nevertheless, in the economics of enterprise development there 
are always ‘new’ panacea which are mostly propagated through English terms 
(also in non-Anglo-Saxon states). It can be noticed that over the last 15 years, 
articulated recommendations for business development have shown at least three 
axes of: services, innovations and business in emerging markets. All of the three 
approaches are expected to be the primary growth drivers of future economic 
development.

Is it possible to combine these three approaches? Could it be feasible to include 
the expansion of services and the promotion of innovation as appropriate tools 
to facilitate market expansion in the emerging markets? We are convinced 
that there should be an important lever for the international positioning of the 
German economy towards growth. Crucial to the success will be the kind of 
integration for these three  tools. In case of misalignment, dangerous counter-
productive effects could be possible, so that service development and innovation 
will impede market expansion in emerging countries rather than favouring it. 
A similar situation is currently faced by the crisis management policy of the 
European Union which has resemblances to what would happen if a patient 
having a cold tries to eliminate his infection through a combination of home 
remedies, allopathic medicines and at the same time by visiting a sauna.

The following paper does not develop a new recipe, but rather portrays how a 
company can concretize its pathway for future growth through sensibly controlled 
combinations of exposures among the topics of international expansion, 
innovation and service contracts.

2.  SERVICE INNOVATION IN THE INDUSTRY

We deal exclusively with industry-related services in which they are classifi ed 
into four variants stated by the criterion of the scheme given in the table as 
follows:
56
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Table. 1: Role of Services versus Material goods production

Type of Services

Perspective 

of Classifi cation

Classical 
Services

Product 
supportive

Hybrid Model Business 
Solution

Organisational
Institutionally 
Independent/

Seperate
Sub-ordinate Complementary Independent

Economic Seperate Cost factor Special pricing Own business 
model

Customer value
Immaterial, no 

direct impact on 
material good 

Improving 
accessibility of 

mat. good

Optimising 
application

Solving 
business 
problems

In the following text the approach of classical services is not be covered, since this area is not 
considered to be innovative.

For a more detailed categorization of industry-related services, there are various 
approaches:

  Berry et al. (2006) discern between the type of benefi t and the requirement of 
physical presence during service-delivery.

Another approach of classifi cation by Reichwald et al. (2008, p 36) is based on 
the problem areas of the customers.1

In a study by Cap Gemini (2009, p. 9) the categorisation is structured according to 
the manner in which the customer is supported and according to his involvement 

1  They deal with the following areas:
 Consulting Oriented (technical and/or business consulting of the client etc.),
 Project orientated (assembly, installation, implementation, systems integration, 

commissioning, etc.),
 ‘’Function oriented (upgrade, retrofi t, inspection, maintenance, technical end user 

training, etc.) 
 Operation Oriented (Support and / or operation of the hardware / software or a busi-

ness process, customer, etc.) “.

Jürgen Janovsky
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in the process. From the above criterion, fi ve different service provider profi les 
are derived.2

The breakdown by phases and focus on customer needs appears to be undoubtedly 
suited to structure the possible service portfolio abstractly. For strategic planning, the 
following two complementary issues could be signifi cant:

how far a company intends to decouple its service design from industrial goods 
production?

to what extent a company wishes to go beyond the traditional areas of technical 
support and training on product usage and thus help the customer solve problems 
in a wider organizational and economic context.

The strategy process thus contains two dimensions with twelve different commercial 
fi elds and two main central development pathways shown in the table as follows:3

Figure.2: Pathways of development in the construction industry-related services

2  Reference is made here to the following approaches:
 ‘‘After Sales Providers“: Solving functional problem by using physical product,
 ‘’Customer Support Service Providers“: Better usage of product in the customer/client 

process,
 „Development Partners“: Support during development process,
 „Outsourcing Partners“: Taking over the complete customer/client process
 ‘’Supplementary Service Providers“: Help during activities other than the immediate system 

environment in the use of the product.
3  Does not always comply consistently in the second case as some companies skip some stages.
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3.  CONTRIBUTIONS TO INTERNATIONAL EXPANSION

The following table fi rst summarizes the typical stumbling blocks in a company’s 
international expansion4 comparing alongside its potential contribution of service 
innovations.

Table 2: Potential contributions of service innovations

Inhibiting factors in the development of business in 
emerging markets

Potential contribution 

of service innovation

Planning and preparation of engagement High

Financial insecurity High

Requirements of product customization High

Integration of the value chain with headquarters Low

Intercultural Competence High

Legal uncertainty / corruption Non-probable

Tariffs and non-tariff barriers Non-probable

Infrastructure defi cits + Distribution Non-probable

Purchasing power limits Indirect

Know-how restrictions High

Innovations in services produce additional opportunities for successful expansion 
into emerging markets as compared to the traditional export business which has 
products of the manufacturing sector:

The quality of the supply of information would be improved which would 
expand the possibilities for management decisions to receive substantial 
strategic funding.

It would create greater transparency about the expected costs.
The requirements of the product to be adapted to the local circumstances could 

be better assessed.
Services can favour a better match with the value-chain at the headquarters of 

the company.
There are expanded opportunities for increasing the intercultural competence in 

business interactions with the emerging economies.

4  In accordance with Beamish (2003); Dülfer / Jöstingmeier (2008); Perlitz (2004).
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This way indirectly creates opportunities to meet the restrictions on local 
purchasing power losses.

The know-how effects on the customer side increase the absorptive capacity of 
local markets for German industrial products.

The above considerations allow for the conclusion that service innovations can 
play a central role in the development of emerging markets.

4.  THE PROCESS MODEL5

For the design of international expansion by means of service innovations, we 
consider three relevant components given in the triangle as follows:

Figure 3: Components of the positioning model

These three levels are explained in detail as follows:

• Strategic Design

Not every company needs a clearly formulated strategy to be successful. Rather, 
strategy formulation can even hinder or cease the success of a company. In the 
case of market expansion in emerging countries with help of services innovations, 

5  A detailed description can be found at Janovsky et al. (2011).
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however, there are compelling arguments why the absence of a solid strategy can 
be a dangerous gamble:

1. Firstly, the academic literature contains many abstract recommendations 
for the strategy design. However, in the economy there are numerous 
companies, processes and projects which are performed successfully despite the 
absence of a strategy, the inadequate implementation of existing strategies or 
fundamentally different practices from those initially planned during strategy 
design. Many managers like to point out that experience and intuition make 
the explicit formulation of strategies dispensable. Indeed, strategic planning 
cannot replace intuitive competence. However, it becomes more important if 
a company can rely lesser on the intuition of its professional and managerial 
staff. From research about intuitively determined behaviour it is known that this 
phenomenon is already being controlled by information processing in the brain 
that occurs mostly beyond the level of conscious awareness (see Gigerenzer, 
2007). The boundaries of the intuitively controlled management have always 
reached till the end of the spectrum of previous experiences. The pioneering 
work of March and Simon (1958) suggests that a person reacts in new situations 
where he has no recurrences of prior experience (consciously or unconsciously) 
with various forms of complexity reduction. One important form is the habitual 
behaviour, meaning that a person confronted with an entirely new challenge 
tries to apply tools which are familiar to him from previous situations. In a 
project environment that represents an unmapped territory for the company 
this process entails an unpredictable risk. The fact that - in the international 
area - a signifi cant part of projects, joint ventures and foreign managers fail 
(Lee 2007, Perkins 2008) gives us a clear indication about this phenomenon. In 
such situations, systematic strategy work characterised by a structured process 
of information gathering and processing can compensate for the inability to 
draw from the intuitive capacity. Thus, the contents of the strategy are seen as 
less important than the process of their preparation.6

2. Strategies gain their value by the number of options that a company or an 
individual can choose. The spectrum in the domestic market (developed markets) 
is much more transparent than in emerging markets. It can happen e.g. that a 
company while building with high commitment its business in an Asian country 
could draw nothing good from a more favourable condition in another Asian 
country as the headquarters management capacity is already fully absorbed 
by the fi rst one. Very few companies will have the potential and resources to 
position themselves broadly in emerging markets. It is therefore crucial that they, 
in addition to the usual or opportunistic behaviour, have their business processes 
aligned with their objectives which requires a strategic foundation.

6  In this connection, you can also see the work of Weiss (2010), in which 29 studies on the effects of 
strategies in medium-sized companies were evaluated. 20 out of the 29 studies came to the conclu-
sion with a positive effect and at least nine cases had no adverse effects on them. It is about the way 
that you invest in a country if you have by chance met someone at a trade show there.
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3. With the development of complex service portfolios, the strategic 
requirements for business investments drastically increase. A different 
communication culture with the target groups, more complicated ways for 
calculating commercial success and an increased complexity in terms of 
process management represent challenges which need to be addressed in a 
totally different way than in the classical manufacturing business. Lack of 
strategic funding therefore entails the risk of service traps which fi nally hamper 
the profi tability of the international business (cf. Ginter/Steinmann 2009).

The Business Model and the Service Portfolio are the main elements emanating 
from the strategic design. Examples for this are given in the Figure 4 and Figure 5.

• Operational Design

The operational design is concerned with the anchoring of the engagement 
with the market expansion activities within the complete organization and with 
the institutional set-up of the service scheme. It would not usually be possible 
to transfer the existing structures without signifi cant changes into the business 
development in emerging markets. In particular, the following three aspects should 
be considered:

1.  The entry into new markets through the development of new services 
brings many companies at two levels of new requirements with regard to 
organizational culture. It is not expected that the associated charges of 
the existing business units could be managed in parallel to the day-to-day 
business. This could quickly lead to excessive work overloads and in such 
situations many individuals tend to turn their focus fi rmly towards the 
patterns that are familiar to them. In emerging markets this would bring 
considerable risks with it in terms of continuity and consistency. The markets 
are then only developed very half-heartedly and in case of failure, it often 
could not be reliably assessed if the reasons were grounded in the market 
itself or in shortcomings in its development.

2.  It is common for German companies to be responsible for operations in 
new foreign markets by initially strongly decentralizing them. Only when 
the associated control defi cit causes serious problems, the responsibility is 
shifted more strongly to the corporate headquarters. (Bleicher, 1991). In 
many emerging markets, where the German company relies less on local 
management expertise than in the traditional foreign markets, this approach 
is often associated with considerable friction.

3.  In the area of services, the needs for local adjustments are generally higher 
than in the manufacturing sector business. This again encompasses a special 
challenge to the operational design.
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Figure 4: Components of Business model in Emerging Markets

Figure 5: Potential Service portfolio

Service Design is primarily concerned with the development of the process landscape. 
In particular, the elements presented in fi gure 6 should be considered:
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Figure 6: Process Landscape of Operational Design

• Project Management

The main function of project management in an international context is to detect, 
anticipate and minimize potential risks. Since the spectrum in terms of qualitative 
and quantitative elements is signifi cantly different for most emerging markets as 
compared to that of the traditional markets,  project management will represent a 
complicated challenge. Besides technical aspects, issues such as planning and 
intercultural needs will play a signifi cant role. Project management in the context 
of emerging market expansion for a company has therefore the character of change 
management mostly.

The main elements of change management are summarized in Table 3. 

Table 3: Change Management Model for Service Innovation in Emerging Markets

Strategic
Service Design

Operating
Service Design

Service
Implementation

Service
Operation

Supply Chain
Management

Marketing
Communication

Quality
Management

Facility
Management

Health Work Safety
& Environmental

Management

Finance
Planning Controlling

Risk
Management

Support

CoreService Lifecycle

Management Process 

Human Resource
Management

IT
Management

Exports & 
Custom Clearence

Customer
Relationship
Management

Purchase &
�rocurement

Management

Knowledge
�

Management

Financia��
Management
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5.  OUTLOOK

The remarks in section 4 allow only for a rough overview regarding the complexity 
of the market expansion in emerging markets through service-innovations. Particular 
emphasis was placed upon technical issues. A very complex range of requirements 
is also given on the behavioural level. Between Germany and almost all emerging 
markets there exist only fundamental cultural differences. This becomes clear when 
providing for a comparative view of the main criteria of Hofstede (2001) and Hall & 
Hall (1990) which is used in the Table 4. 

The stated differences allow for the following conclusions regarding a successful 
implementation of service models in emerging countries:

It requires a close involvement of the top management. This applies both to the 
German side as well as to the customers and other partners in emerging markets 
worldwide. For German companies this is likely to be rather unusual. They tend 
to develop the international business very strongly towards decentralization of 
the management responsibilities. This is precisely what could cause a complex 
service model to fail in the emerging market. Without the involvement of the 
top management, the service model may not be taken seriously in the client 
organization, especially if it also should be accompanied by a cultural break with 
existing traditions in the demarcation between supplier and customer.

Table. 4: Cultural differences between Germany and Emerging markets

Critereon/ 
Characteristic

High Mid Low

Power Distance Others South Africa, 
Argentina Germany

Individualism Germany, South 
Africa Others

Malaysia, Chile, 
Mexico, Philippinen, 

China 

Uncertainity 
Avoidance

Others including 
Germany

South Africa, 
Indonesia, 

Philippines, China 
Malaysia 

Masculinity
Germany, 

Philippines, South 
Africa 

Others
South Korea, 

Thailand, Chile, 
Russia

Context 
Orientation

Latin America, 
Asia Germany

On the other hand, the implementation will also not work if the German service 
provider attempts to include only individual multipliers. The collectivist culture 
of client organizations in the emerging markets will require a very broad-based 
implementation approach, in which several actors and groups of the value chain 
process communicate directly with the staff of the German company.

Jürgen Janovsky
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In most emerging markets one can fi nd empathy, tolerance for individual 
weaknesses and creating a harmonious atmosphere higher than masculine 
attributes such as assertiveness and directness. This sometimes requires a 
substantial cut to the usual standards in terms of effi ciency for the German 
service provider. Innovations in the emerging markets would usually take longer 
and run more complicated than the ones that could be accepted in the cultural 
context of German management systems.

Due to the strong context orientation, the provision of written information, 
instructions or even orders is likely to be received less positively and 
constructively than in the German culture. Therefore, the leadership towards 
local employees in the process is much more complicated especially in terms 
of oral communication and the related practice of nonverbal expressions along 
with embedding of the message exchange, which, would be made specifi c to the 
conditions of the local social context.

No general statement is possible from the perspective of the uncertainty avoidance 
index in the context of signifi cant disparities between various emerging markets. One 
should take into account the much higher cost of the effort needed to prepare the local 
staff (mentally and technically) in countries with a much higher classifi cation than in 
Germany. In the opposite case, this effort is admittedly more limited; this however 
might entail other forms of uncertainty, such as the lower loyalty to the employer.

The cultural differences in turn can result in numerous dysfunctional consequences 
for the project deployment. This has sometimes quite different implications for the 
planning, execution and control phase of the project progress.

6.  CONCLUSION

In this article, it is clearly understood that market penetration of emerging markets 
through service innovations is a rather complex undertaking. Many companies 
possibly believe that they do not have the expertise and resources in place to be able 
to complete this task independently. However, the above fact should not completely 
deter this step as positioning is essential for national and international competitiveness. 
Quite a wide range of predictable and technically competent partners are now 
available for accomplishing these tasks, and by using their integration, business 
risks can be limited to a manageable level. These partners need not be commercial 
advisors. Important impulses, competences and managerial options can arise from  
new forms of cooperation with suppliers, customers, or even traditional competitors.

Active integration in such type of network structures would demand a cultural shift for 
some of the companies, which still heavily rely upon their intra-muros capacities and 
processes. This relates to a fundamental reorientation which is expected to become 
crucial for future competitiveness, and this independently from the fact whether a 
company wants to expand its international business. Internationalisation might 
foster this process, albeit in a risky constellation. Basically, a company should have 
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developed experience with such a shift, before it is confronted with this challenge 
during its endeavour to operate beyond the domestic market.
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Abstra ct:

Each lecture is customizable and can be played in different social forms. In 
order to achieve maximum motivation and success in teaching at universities, it 
is advisable to use different forms of teaching. Teachers at universities usually 
teach individually, but often they teach in teams of two or more teachers. 

Teaching foreign languages at Croatian Universities is of great importance, 
especially if we think of the principles of mobility and “Europeanization” at our 
universities. For this purpose a Team Teaching lecture of English and physics was 
held with eleven students in the fourth semester at the Department of Physics at 
the Josip Juraj Strossmayer University in Osijek.

The aim of this project was to identify the advantages and disadvantages of this 
innovative form of teaching, which use could raise the competitiveness of the 
university at the regional level and to answer questions that appeared during 
preparations and research.

The results of the Team Teaching lecture and mutual gained experience (teacher 
– student) show that this innovative approach provides a richer educational 
environment both for students and for teachers, which increases the effi ciency 
of the teaching process. This form of teaching enables teachers and students 
new roles in the educational system, which is the key factor in increasing the 
competitiveness at universities, colleges and study programs. However, a 
successful implementation of Team Teaching requires common elements of the 
team members that need to be aligned with the curriculum and other participants 
in the educational process.
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Abstract:

Jeder Unterricht ist anpassbar und kann in verschiedenen sozialen Formen 
ausgetragen werden. Um maximale Motivierung und maximalen Erfolg im Unterricht 
auf Hochschulen zu erzielen, sollten verschiedene Unterrichtsformen verwendet 
werden. Es ist üblich, dass Hochschullehrer/innen den Unterricht individuell 
austragen, aber immer öfter arbeiten sie im Team von zwei oder mehreren Lehrern 
zusammen um ausgewählte Lehreinheiten nach Vereinbahrung zu realisieren. 

Da der Fremdsprachenunterricht  auf  kroatischen Universitäten von größter Bedeutung 
ist, vor allem, wenn man die Prinzipien der Mobilität und der „Europäisierung“ 
unserer Hochschulen berücksichtigt, beschlossen zwei Lehrerinnen der Englischen 
Sprache und Physik an der Abteilung für Physik der Universität J.J.Strossmayer in 
Osijek ein Team Teaching Projekt durchzuführen, an dem auch 11 Studenten des 2. 
Studienjahres teilgenommen haben. 

Das Hauptziel des Projektes war, die positiven und negativen Seiten dieser innovativen 
Unterrichtsform, deren Anwendung die Konkurrenz der Hochschule auf regionaler 
Ebene steigern kann zu untersuchen, und auf Fragen, die während der Forschungen 
und Vorbereitungen erschienen zu antworten. 

Nach dem stattgefundenen Team Teaching und der gewonnenen beiderseitigen 
(Lehrerinnen – Studenten) Erfahrungen wurde festgestellt, dass dieser innovative 
Zugang den Studenten und Lehrerinnen ein reicheres Bildungsumfeld anbot, was 
die Resultate des Lehrprozesses erhöhte. Diese Unterrichtsmethode ermöglichte den 
Lehrerinnen und Studenten die Verwirklichung von neuen Rollen im Bildungssystem, 
was einen wichtigen Faktor der Konkurrenzfähigkeit der Hochschulen, Universitäten 
und  Studienprogramme darstellt. Die gewonnene Erfahrung, aber, zeigte auch, dass 
für eine erfolgreiche Durchführung des Team teaching verschiedene, gemeinsame 
Schlüsselelemente der Teammitglieder bestehen, die mit dem Curriculum und anderen 
Teilnehmern des Bildungsprozesses in Einklang gebracht werden müssen.

1.  EINLEITUNG

Die Aufgabe jedes Lehrers ist die Entwicklung der Grundkompetenzen der 
Studenten zu ermöglichen. Dabei werden zahlreiche Fragen gestellt: wie leitet man 
erfolgreich den Bildungsprozess  und wie ermutigt man zum Lernen. Es war schon 
immer notwendig Kenntnisse für ein erfolgreiches Unterrichten zu überwinden, 
wobei der geänderte Bildungsprozess nicht mehr erlaubt, die Studenten mit neuen 
Bildungsinhalten nur zu konfrontieren.

Eine der Grundfragen, die im Bildungsprozess erscheint,  ist die Frage des erfolgreichen 
Lernens bzw. Unterrichtens. Mit dieser Frage beschäftigen sich, jede aus ihrem 
Sichtpunkt, verschiedene Disziplinen, wie die Psychologie und Didaktik, als auch die 
Philosophie. Die Methodik dagegen stellt eine Disziplin dar, die neue Erkenntnisse 
mit ihrer Anwendung im Bildungsprozess mit Hilfe eigener Bildungssysteme, 
Methoden und Verfahren  verbindet (Bežen, 2008). Zur Hauptaufgabe wird also die 
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didaktisch – methodische Ausbildung der Lehrer, die das Ziel hat, die Qualität des 
Unterrichts zu verbessern.

Während der Planung und der Realisierung des Inhaltes des einzelnen Kollegiums 
fragt man sich auch wie man das Interesse bei Studenten für einen qualitativen Erwerb 
von Kenntnissen wecken könnte. Eine der Weisen ist die Auswahl von interessanten 
und kreativen Unterrichtsmethoden, die die einzelnen Aspekte des Unterrichtsfaches 
beeinfl ussen: die Entwicklung der Selbstevaluierung und des Lernplanes, das Lernen 
und Unterrichten von Fächern, die nicht mit der Fremdsprache in Verbindung sind, 
sowie die Entwicklung des Bewusstseins und der ausgebildeten Fähigkeit für ein 
lebenslanges Lernen.

Die Fähigkeit zu Kooperation und Teamarbeit ist eine der wichtigsten Forderungen 
wie der Gesellschaft, so auch der Arbeitgeber unserer Studierenden. Effektives und 
innovatives Lernen kann nur dann stattfi nden, wenn Inhalt und Methode bestmöglich 
übereinstimmen. 

Jeder Unterricht ist anpassbar und kann in verschiedenen sozialen Formen ausgetragen 
werden. Es ist üblich, dass Hochschullehrer/innen den Unterricht individuell 
austragen, aber immer öfter arbeiten sie im Team von zwei oder mehreren Lehrern 
zusammen um ausgewählte Lehreinheiten nach Vereinbahrung zu realisieren. 

2.  TEAM TEACHING – BEGRIFSDEFINITION

Das Team Teaching kann als  eine unterrichtliche Sozialform ausgetragen werden, 
bei der zwei oder mehrere Lehrer eine Unterrichtsstunde oder Unterrichtseinheit für 
ein und dieselbe Studentengruppe gemeinsam vorbereiten, durchführen, auswerten 
und gegebenenfalls weiterführen (Huber, 2000). Quinn und Kanter defi nieren 
das Team Teaching als eine  „einfache Teamarbeit zwischen zwei oder mehreren 
qualifi zierten Lehrer/innen, die den Zuhörern gemeinsam präsentieren (Quinn & 
Kanter, 1984). Es bestehen zwei Hauptkategorien  des Team Teaching: 

die erste Kategorie, bei der zwei oder mehrere Lehrer zusammen in der gleichen 
Studentengruppe und zur gleichen Zeit unterrichten und

die zweite Kategorie bei der die Lehrer zusammen arbeiten, aber nicht in der 
gleichen Studentengruppe zur gleichen Zeit unterrichten.

Wenn Lehrer/innen als Team in der gleichen Gruppe gleichzeitig  ( 1. Kategorie ) 
unterrichten, können wir über verschiedene Formen sprechen. Wegen fi nanzieller 
und räumlicher Gründe sprechen wir hier am häufi gsten über zwei Partner. Maroney 
hat sechs Modelle von Team Teaching identifi ziert (Maroney, 1995):

2.1. Die erste Kategorie 

Die erste Kategorie ist eine Kombination dieser Modelle aufgrund der individuellen, 
kritischen und systematischen Überlegungen der Lehrer im Team, als auch der 
Persönlichkeit und Fachgerechtigkeit der Studenten.

Karmen Knežević • Marina Poje
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Das traditionelle Team Teaching: Die Lehrer unterrichten aktiv. Zum Beispiel: 
ein Lehrer präsentiert den Studenten einen neuen Inhalt, während der andere 
Lehrer an einer Konzeptmappe, die den Studenten gleichzeitig  präsentiert wird, 
arbeitet.

Team Teaching als Zusammenarbeit: Diese Erfahrung beschreibt ein 
traditionelles Team Teaching bei dem die Lehrer  den Unterricht zusammen 
planen und nicht den Frontalunterricht nutzen, sondern  vor den Studenten eine 
Diskussion führen. In diesem Fall arbeiten nicht nur Lehrer zusammen, sondern 
auch Studenten in kleinen Gruppen.

Unterstütztes Team Teaching: Diese Situation erscheint, wenn einer der Lehrer/
innen für die Präsentation des Lehrinhaltes verantwortlich ist  und der andere 
für „follow up“ Übungen.

Team Teaching durch Parallel - Instruktionen: Eine Gruppe wird in zwei Teile 
eingeteilt  und jeder Lehrer bzw. Lehrerin ist für das Unterrichten des gleichen 
Lehrinhaltes in seiner Gruppe verantwortlich. Diese Form wird üblicherweise 
mit anderen Formen des Team Teaching kombiniert. Sie ist ideal in Situationen 
in der die Studenten  aktiv am Lösen der Probleme teilnehmen da der Lehrer /in  
die Studenten individuell unterstützen kann.

Team Teaching bei aufgeteilten Gruppen: Die Gruppe wird aufgrund 
Unterrichtsbedarfe in kleinere Gruppen aufgeteilt (zum Beispiel in eine Gruppe  
die schneller lernt, bzw. langsamer).

Team Teaching unter Aufsicht: Hier übernimmt ein Lehrer/ in die Verantwortung 
für das Unterrichten in der ganzen Gruppe, währenddessen der zweite Lehrer/
in in der Klasse prüft, ob und wie die Studenten das Vortragsmaterial verstehen 
und wie sie darauf reagieren.

2.2. Die zweite Kategorie 

Die zweite Kategorie des Team Teaching besteht aus verschiedenen Unterrichtsformen 
bei denen die Lehrer/innen zusammen unterrichten, aber nicht notwendig in der  
gleichen Gruppe und zur gleichen Zeit.

Folgende Formen sind bekannt:

Die Teammitglieder kommen zusammen um über ihre Ideen und Quellen zu 
diskutieren, unterrichten aber getrennt. Im kooperativen Unterricht teilen die Lehrer/
innen ihre Ideen und Quellen, unterrichten aber unabhängig ( Rumsey, 1999 ). Diese 
Art des kooperativen Unterrichtes umfasst wöchentliche Begegnungen um Konzepte 
zu bedenken, neue  Unterrichtsmethoden vorzustellen und neue Ideen auszutauschen.

Teammitglieder teilen die gleiche Datenbasis: Bei dieser Form belehren die 
Lehrerinnen in der Klasse unabhängig, teilen aber das Material  (Unterrichtspläne, 
Lehrbücher und Aufgaben).

Teammitglieder belehren verschiedene Subgruppen innerhalb einer Gruppe: 
Die Lehrer/innen teilen eine Gruppe,  belehren aber die Subgruppen getrennt.



73

Karmen Knežević • Marina Poje

Ein Teammitglied plant die Unterrichtsaktivitäten für das ganze Team:  Diese 
Form nutzt die Vorteile der Teamarbeit nicht aus. Der Unterrichtsplan umfasst 
nur die Ideen eines Lehrers / Lehrerin.

3.  TEAM TEACHING AN DER ABTEILUNG FÜR PHYSIK DER 
UNIVERSITÄT JOSIP JURAJ STROSSMAYER IN OSIJEK

Die Idee über  Team Teaching  erschien spontan bei zwei Kolleginnen, Lehrerinnen  
der englischen Sprache  und Physik, die meinten, dass des Belehren einer 
Fachfremdsprache auf kroatischen Hochschulen von großer Bedeutung ist, besonders 
wenn man die Prinzipien der Mobilität und „Europäisierung“ unserer Hochschulen, 
die die aktuelle Reform der Hochschulbildung ( Bologna - Deklaration ) empfi ehlt, 
in Betracht nimmt.

Das Hauptmotiv für die Wahl des Unterrichtsthemas (Radon ) war die Realität der 
physikalischen Welt in der wir leben - die steigende Radioaktivität in der Natur, aber 
auch der Wunsch nach einer fachmännischen Einschätzungen von Informationen in 
den Medien über die schrecklichen Ereignisse  in Fukushima, unabhängig davon ob 
es sich dabei über Medien auf kroatischer oder englischer Sprache handelt. 

Um auf den Sinn einer Kombination der englischen Sprache und Physik zu deuten, 
wurden die Gewandtheiten  und  Arbeitsbereiche verbunden und es wurde ein Pilot 
Projekt  (Team Teaching) in Dauer von vier Stunden mit einer Gruppe von 11 Studenten 
des vierten Semesters des Grundstudiums an der Abteilung für Physik durchgeführt. 
Diese Idee kam also nicht von der Administration, sondern von zwei Lehrerinnen  
mit gleichen Erwägungen über das Belehren von Studenten. In der Planung und 
Durchführung des Unterrichts wurden auch Studenten der Gruppe mit eingeschlossen. 
Die Lehrerinnen trafen sich mehrmals in der Woche  um wichtige Beschlüsse zu 
bringen: (1) über die Resultate des Lernens, (2) was bearbeitet wird und in welcher 
Reihenfolge, (3) auf welche Weise, (4) wer die Informationen darlegen wird, (5) auf 
welche Weise die Studenten teilnehmen werden und welche Aufgaben sie erfüllen 
müssen und (6) wie sie die Gruppen organisieren werden. Innerhalb dieser Kategorie 
wurde beschlossen das Team Teaching als Zusammenarbeit mit dem unterstützen 
Team Teaching zu kombinieren. Da jeder Student verpfl ichtet war während der 
englischen Vorlesungen ein Seminar zu halten, wurde in die Projektvorbereitungen 
auch ein Student mit eingeschlossen. 

An den ersten zwei Vorlesungsstunden nahmen beide Lehrerinnen und elf Studenten 
aktiv teil. Die Einführung leistete ein Student mit seinem Seminar auf englischer 
Sprache  und mit dem gegebenen Thema aufgrund dessen die Studenten allgemeine 
Kenntnisse über das Unterrichsthema bekamen. Danach wurden die Studenten in 
vier Gruppen geteilt. Sie bekamen von der Englischlehrerin  verschiedenes Material 
( Subthemen ), das sich auf das Unterichstthema bezog. Das Material bestand aus 
Texten in englischer Sprache, neuen Fachbegriffen als auch einigen Fragen, die zum 
Nachdenken und zur Diskussion führten. Während der Bearbeitung der Materialien 
liefen die Lehrerinnen durch den Raum und gaben sprachliche und fachmännische 
Erläuterungen. Die Lehrerinnen wirkten also aus dem Hintergrund, leiteten die Arbeit 
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und halfen mit Ratschlägen. Nachdem das Material bearbeitet wurde, hielten die 
Studenten ihre Vorträge, die von kurzen Video-Kennzeichnungen eingeleitet wurden 
(um das Subthema noch näher zu bringen). Jedem Vortrag folgte eine Diskussion auf 
englischer Sprache, die  sich auf Beispielen aus dem Alltag und dem bearbeiteten 
Inhalt aus dem Kollegium Grundphysik 4 basierte.

Nachdem die Studenten Grundkenntnisse über nukleare Reaktionen und 
Radioaktivität bekamen (dies sind die Themen des Kollegiums Grundphysik 4) 
folgte das Lösen von rechnerischen  Aufgaben. Die Erläuterungen, Erklärungen 
und das Lösen der Aufgaben folgten ausschließlich auf englischer Sprache. Jeder 
Student bekam von der Physiklehrerin gut vorbereitetes Material mit den Texten der 
Aufgaben in englischer Sprache. Es gab mehr Aufgaben als Studenten was jedem 
Studenten ermöglichte an die Tafel zu kommen, zu rechnen und die Aufgaben zu 
lösen, natürlich durch Erläuterungen auf englischer Sprache. Diese Arbeitsweise gab 
den Studenten die Möglichkeit ihre  fachmännischen und sprachlichen Kenntnisse 
gleichzeitig zu nutzen.

Einige Kommentare der Studenten, die beim Team Teaching an der Abteilung für 
Physik anwesend waren befi nden sich in Beilage 1.

4.  WAS BEDEUTET TEAM TEACHING FÜR LEHRER/INNEN UND 
SCHÜLER/INNEN?

Der größte Vorteil der Arbeit in einem Teamunterricht ist die Ausgesetztheit  einer 
motivierten Umgebung in der die Lehrer/innen verschiedenen Planungsweisen, 
Organisationen  und Unterrichtsmethoden ausgesetzt sind. Auf diese Weise können 
sich die Lehrer entwickeln, fortbilden  und die „Unterrichtsisollation“ überwinden 
(Jensen, 2003). Team Teaching schafft auch die Möglichkeit, Methoden und 
Arbeitswege zu vergleichen, als auch die methodische Vielfalt zu erweitern. Wen der 
Lehrer alleine unterrichtet, hat er sehr selten die Möglichkeit mit seinen Kollegen 
zu kommunizieren. Im Team konnten die Lehrerinnen ihre Meinungen über die 
Studenten, ihr erwartetes Benehmen   und Motivierung teilen und bessere Entschlüsse 
fassen. Da in dem gegebenen Beispiel des Team Teaching an der Abteilung für Physik 
der Universität J.J.Strossmayer in Osijek interdisziplinäre Fächer mit eingeschlossen 
waren, gewannen die Lehrerinnen zusätzliche Kenntnisse aus den weniger bekannten 
Bereichen und prosperierten  auf diese Weise intellektuell. 

Einer der größten Nachteile dieser Unterrichtsform war die verbrauchte Zeit für 
die Vorbereitungen, die sich auf das Erwerben der Kenntnisse des Faches, für 
das die Lehrerinnen nicht gebildet waren (die Englischlehrerin hat sich in der 
Vorbereitungsphase für das Thema der Unterrichtsstunde aus dem Gebiet der Physik 
vorbereiten müssen und umgekehrt). Unvermeidlich während der Vorbereitung und 
Durchführung des Projektes waren zahlreiche Treffen und Besprechungen. Dabei 
erschienen Fragen ob wir genügend Kenntnisse über das Team Teaching  haben, über 
die  Resultate des Unterrichts und insgesamt über die Rolle des Lehrers im Team. 
In der Vorbereitungsphase erforschten die Lehrerinnen den  Begriff  Team Teaching  
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in der Literatur, trafen sich und diskutierten darüber, als auch über die Gewandtheit 
einer  qualitativen Zusammenarbeit.

Den größten Vorteil für die Studenten bei dem Team Teaching stellte eine leichtere 
Zusammenarbeit da, wie gegenseitig, so auch mit den Lehrerinnen. Diese 
Unterrichtsmethode half den Studenten das Unterrichtsthema leichter zu verstehen. 
Dies half ihnen weiter bessere Resultate zu erzielen. Sie wurden auch angeregt ihre 
Aufgaben alleine und fachlich zu bearbeiten und zu lösen. Die Ausgesetztheit der 
Studenten einem Team  ermöglichte ihnen ein fortgeschrittenes Kentnissniveau zu 
ergattern (im Vergleich mit einer üblichen Unterrichtsmethode). Die Zusammenarbeit 
der Lehrerinnen war für die Studenten auch ein Model für das Erlernen der 
Gewandtheiten  bei der  Arbeit im  Team. Im Team das gut funktioniert, ist der 
Student  Zeuge und Mitarbeiter bei der Arbeit von zwei oder mehreren Individuen. 
Die Studenten verstehen das Thema einfach leichter und es bringt  bessere Resultate, 
sie geben das Maximum ihrer Möglichkeiten und zeigen größeres Interesse für 
die Teamarbeit. Außerdem zeigen sie auch eine größere Verantwortlichkeit. Die 
Studenten hatten verschiedene Lerntechniken als auch technische Hilfsmittel zur 
Verfügung. Insgesamt  gesehen haben verschiedene Perspektiven die Studenten 
ermutigt verschiedene Standpunkte zu Betrachten. 

Da die Studentengruppe klein war (11) und sie  die noch früher ergatterten Kenntnisse 
bei dem Lösen von konkreten Aufgaben angewendet haben, erschien das mögliche 
Problem einer reduzierten Aktivität der Studenten wegen der Arbeit in großen 
Gruppen nicht.

Team Teaching ist auch immer in einen politischen Kontext eingebettet, denn Team 
Teaching beinhaltet demokratische Grundzüge: gegenseitige Wertschätzung, als auch 
Achtung, Gebot von Absprache und Einigung, gleichberechtigte Übernahme von 
Verantwortung. So kann Team Teaching ein wichtiges Vorbild für die Demokratie 
im Kleinen auch an Schulen werden, wie für die Lehrer so auch für die Schüler. 
„Die Bedeutung der Rolle der Lehrkraft als Akteur des Wandels, der das gegenseitige 
Verständnis und die Toleranz fördert, war noch nie so offenkundig wie heute. Es ist 
zu erwarten, dass diese Rolle im 21. Jahrhundert noch entscheidender sein wird“.

Zunächst müssen wir Lehrerinnen und Lehrer dazu bringen, die Begrenzungen 
dessen, was sie tun können, wenn sie weiterhin alleine arbeiten, zu verstehen und als 
weniger produktiv zu erkennen (Edmonds, 2007)

5.  WO LIEGEN DIE GEFAHREN UND WANN GELINGT DAS TEAM 
TEACHING

5.1.  Wo liegt die Gefahr für das Team Teaching?

Die größte Gefahr für den Misserfolg beim Team Teaching, den die Lehrerinnen 
während des Projektes detektiert haben, liegt in der Form der Kommunikation. 
Kommunikation, die auf der Beziehungsebene gestört ist, kann das Klima für sachliche 
Arbeit zerstören. Außerdem fordert Team Teaching Anpassung, zu der nicht jeder in 
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gleicher Weise bereit ist. Arbeitstechniken, Arbeitstempo und Arbeitsgewohnheiten 
unterscheiden sich bei den Teilnehmern, und es kann dauern, bis der Einzelne seinen 
Platz im Gruppengefüge gefunden hat.

Weiterhin ist der Zeitaufwand beachtlich. Allein das Einspielen des Teams braucht 
seine Zeit. Die Bereitschaft, viel Zeit zu investieren, ist nicht immer vorhanden.

Team Teaching scheitert, wenn die beteiligten Lehrpersonen:

nicht „miteinander können“ bzw. diese Tatsache vor der Klasse austragen 
(unprofessionell)

nur selten an der Schule sind und folglich keinen Gedankenaustausch über die 
zu unterrichtende Klasse führen

große Auffassungsunterschiede haben:
- im sachlichen Bereich (Thema)
- im didaktisch/methodischen Bereich
- im Verständnis von Disziplin

5.2. Wann gelingt Team Teaching besonders gut?

Von Seiten der Schüler erhalten Teams vor allem dann „gute Noten“, wenn sich ihr 
Unterricht u.a. dadurch auszeichnet:

Die Übergänge in der Klassenführung von einer Lehrperson zur anderen 
gelingen problemlos.

Den einzelnen Studenten ist klar welche Lehrkraft sie und wann ansprechen 
können.

Beide Lehrpersonen zeigen sich gegenseitig Wertschätzung und nehmen 
aufeinander Rücksicht.

Die Lehrpersonen nutzen ihre unterschiedlichen Stärken beim methodischen 
Vorgehen.

6.  SCHLUSSVOLGERUNG

Moderne  Universitäten sind traditionell an den Staat gebunden und befi nden sich 
relativ „weit weg“ vom Markt. Da sich heute die Beziehungen zwischen  dem 
Markt und dem Staat (öffentlicher Dienst) unter dem Druck der Globalisierung und 
„Europäisierung“ ändern, befi ndet sich die Hochschulbildung in einer Umgebung, 
in der der Einfl uss des Staates immer geringer wird. Während diese Beziehung 
in den EU Ländern relativ stabil ist, ist die öffentliche Hochschulbildung in den 
Beitrittsländern gezwungen in einer Umgebung zu wirken, die konkurrent  und dem 
Markt orientiert ist. Die Aufgabe der Hochschulen ist auf die neuen gesellschaftlichen 
Bedürfnisse zu antworten, sich verantwortlich gegenüber der Bedürfnissen der 
Studenten als auch  Märkte zu benehmen und konkurrent sein gegenüber aller anderen 
Bildungsinstitutionen.
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Eine bessere Harmonisierung des Bildungssystems mit den Bedürfnissen des Marktes 
erfordert auch einen kontinuierlichen Aufbau der  Kompetenzen der Fakultäten. 
Lehrer/innen sind die Brücke für den Transfer von  modernem Wissen an künftige 
Generationen. Eine besondere Herausforderung in der Bildung der Wissensgesellschaft 
ist  die Hochschulbildung, da sie qualitativ hochwertiges Personal  für die Wirtschaft  
schafft  und  eine entscheidende Rolle bei der Verknüpfung von wissenschaftlicher 
Forschung und Industrie hat. Aus der Sicht der Wettbewerbsfähigkeit ist  die Qualität 
die wichtigste Erwartung des Bildungssystems, deswegen sollte man die Umsetzung 
des Bologna-Prozesses und die Entwicklung der akademischen und Berufsstudien 
mit den Bedürfnissen der Wirtschaft in Einklang bringen. Es ist auch notwendig den 
Raum für einen qualitativen Wettbewerb zu öffnen, da dieser zu besseren  Ergebnissen 
führen wird. In der Hochschulbildung bedeutet dies Mobilität von Lehrkräften und 
vor allem von Studenten.

Fragen, die das Team Teaching  betreffen sind zahlreich und komplex. Der Gebrauch 
von nur einem Team Teaching Model wird im gegebenen Augenblick schwer mit 
einem Resultat in der Durchführung resultieren. Jedes Programm eines Team Teaching 
muss mit dem Curiculum, Bedürfnissen, Erwartungen, Gewohnheiten, Lehrern/innen 
und Studenten/innen in Einklang gebracht werden. Auch in der Situation, in der die 
Mitglieder des Teams einen Inhalt unterrichten, den sie schon unterrichtet haben, wird 
es bei verschiedenen, neuen Studentengruppen einen Einfl uss auf da Curriculum, 
die Richtung der Diskussionen und Interaktion mit den Lehrer/innen ausüben. Dies 
werden neue, edukative Erfahrungen für alle teilnehmenden Subjekte sein.

Indem die Literatur über Team Teaching bearbeitet wurde, wurden auch 
Schlüsselelemente festgestellt, die wichtig für die Durchführung sind: (1) eine 
Kompatibilität der Teammitglieder, (2) gemeinsames Engagement und eine gute 
Kommunikation, (3) Interesse an der Verbindung des Unterrichtinhaltes und (4) der 
gemeinsame Versuch bei den Studenten „Hunger“ nach Wissen zu erwecken.

Einzelne Studenten könnten verwirrt sein da sie mehreren Sichten ausgesetzt werden. 
Allerdings können  zwei oder mehrere Perspektiven  einen intellektuellen Stimulans 
wecken, neue Konzepte stärken und verschiedene Interpretationen öffnen, besonders 
da wir die Bedürfnisse von verschiedenen Ansichten bei Studenten bemerken und sie 
schätzen.

Es kann sich nicht jeder Lehrer dem Team Teaching anpassen; viele Lehrer möchten 
als einzige für den Wissenserwerb  ihrer Studenten verantwortlich sein. Team 
Teaching wird aber attraktiv sein für diejenigen Lehrer/innen, die die Bildung mit 
der Lebenserfahrung der Lehrer und ihrer Studenten in Einklang bringen möchten. 

Obwohl am Anfang  die Team Teaching Unterrichtsmethode mehr Zeit und 
Kompromisse als andere Methoden  fordert,  sind sie, wie für die Studenten, so auch für 
die Lehrer/innen  einen Aufwand wert. Die zusätzliche Zeit in der Vorbereitungsphase 
stellt ein reicheres edukatives Umfeld für Studenten und Lehrer dar. Dies macht das 
Team Teaching zu einem kooperativen Prozess für alle teilnehmenden Subjekte und 
dies vergrößert die Effektivität des Bildungsprozesses. Diese Unterrichtsmethode  
stellte die Lehrerinnen  und Studenten in neue Rollen des Bildungsprozesses, das 



einen wichtigen Faktor in der Konkurrenzsteigerung der Hochschule, Universität und 
der Studienprogramme darstellt.

Beilage 1: Kommentare der Studenten der Abteilung für Physik der Universität 
J.J.Strossmayer in Osijek

Dina Jukić :

Das Team Teaching hat mir aus mehreren Gründen gefallen: Ich bin der Meinung, 
dass diese Methode sehr gut geeignet ist für ein besseres und leichteres merken der 
Fachbegriffe auf englischer Sprache. Es ist auch eine gute Basis für die Erforschung 
der Fachliteratur, die wir lesen. Da wir vieles von der Theorie, die wir während des 
Team Teaching bearbeitet haben, auch in unserem Praktikum geübt haben, war es viel 
leichter alles in englischer Sprache zu verfolgen. Es wäre ausgezeichnet, wenn wir 
mehr Rechnungsaufgaben in Englisch bekämen.

Maja Strugačevac:

Ich bin der Meinung, dass Übungen aus der Grundphysik in englischer Sprache 
eine ausgezeichnete Idee war. Mich würde freuen, wenn es ein Pfl ichtfach wäre. 
Vorbereitungen, die wir im Englischunterricht hatten, waren genügend um die 
Übungen der Grundphysik leicht zu verfolgen. Da der ganze Unterricht in Englisch 
geleitet wurde, brauchten wir eine größere Konzentration. Ich bin der Meinung, dass 
das Praktikum der Grundphysik in englischer Sprache  eine gute Vorbereitung ist  im 
Falle, dass sich die Studenten für einen Studentenaustausch entschließen, oder um 
leichter Fortschritte zu machen. Ich unterstütze diese Idee des Team Teaching und 
hoffe an weiteren teilnehmen zu können!
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Abstract:

The modern university does not have the role, which it once used to have, of 
enlightening society, producing students and publishing research. It is becoming a 
place for communicating knowledge in society (Delanty, 2001). Development and 
promotion of entrepreneurship has been a strategic objective of the policies of both 
EU member states and pre-accession counties, and the European Commission has 
identifi ed fostering a stronger culture of entrepreneurship and entrepreneurial 
mindsets, particularly among young people, as one of the key activities. The infl uence 
that demographic factors, attributes, attitudes, beliefs and intentions have in the 
development of entrepreneurial behavior has substantially been documented in 
the literature. However, the role of education in previous models has been unjustly 
neglected. In order to defi ne the impact that teaching has on the development of 
entrepreneurial behavior, an empirical research was carried out with a sample of 
324 students of Josip Juraj Strossmayer University in Osijek. The results indicate 
that it is possible to stimulate the development of entrepreneurial behavior through 
teaching at universities, in particular by developing competences. The research has 
also highlighted the role of experience gathered during informal and non-formal 
education in infl uencing entrepreneurial behavior. It is suggested that in order to 
increase the competitiveness of universities and infl uence students’ entrepreneurial 
behavior, it is necessary to consider ways of using the potential of informal and 
non-formal education, and supplement university courses with experiential teaching 
methods.

1.  INTRODUCTION

Entrepreneurship has become a driving force behind national economies and societies. 
Besides providing benefi ts at the society level by promoting sustainable growth and 
development, entrepreneurship offers benefi ts at the individual level through personal 
satisfaction and achievement. Development and promotion of entrepreneurship has 
been a strategic objective of the policies of both EU member states and pre-accession 
counties, and the European Commission has identifi ed fostering a stronger culture 
of entrepreneurship and entrepreneurial mindsets, particularly among young people, 
as one of the key activities. The European Framework for Key Competences for 



Lifelong Learning (2006) identifi es the sense of initiative and entrepreneurship, 
i.e. “an individual’s ability to turn ideas into action, (which) includes creativity, 
innovation and risk-taking, as well as the ability to plan and manage projects in order 
to achieve objectives” as one of the key competences for the new literacy.  

2.  ENTREPRENEURIAL BEHAVIOR

It can be accepted that, as any other kind of behavior, entrepreneurial behavior consists 
of individual’s actions and reactions, which present a response to the external and 
internal impulses. Based on the defi nition of entrepreneurship (Bygrave, 1991, p.28; 
Herron and Robinson, 1993, p. 281; Gibb and Cotton, 1998, p.67) it can be concluded 
that in case of entrepreneurial behavior, these particular actions and reactions are the 
ones needed for the creation and recognition of opportunities, introduction of changes 
and development of organizations whose aim is to make use of these opportunities 
and manage the increasing levels of uncertainty and complexity in the environment. 

Integrating the discussion about the factors that infl uence the development of behavior 
and the argument about entrepreneurship as a way of thinking and acting, as well 
as the analysis of teaching and learning process, a model has been developed that 
emphasizes the role of education, and particularly, competences in the development 
of entrepreneurial behavior. Although previous research (O’Gorman et. al., 1997; 
Gibb and Cotton, 1998) has shown a positive correlation between education and 
development of entrepreneurial behavior, earlier models of entrepreneurial behavior 
did not recognize education as a critical element. The proposed model introduces 
seven elements that determine entrepreneurial behavior: personality (demographic 
factors and attributes), attitudes and beliefs, intentions, environment, education and 
competences (See Figure 1). 

Figure 1: Model of entrepreneurial behavior (Sedlan-Kőnig, 2012)

The infl uence that demographic factors, attributes, attitudes, beliefs, intentions and 
environment have in the development of entrepreneurial behavior has extensively 
been documented in the literature (Misra and Kumar, 2000; Ajzen, 1991, Krueger and 
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Carsrud, 1993; Barbosa, 2006; Boyd and Vozikis, 1994; Shapero, 1982). Apart from 
these factors, the model suggests that education, especially through development 
of entrepreneurial competences, has a substantial infl uence both on entrepreneurial 
attitudes and beliefs, and intentions, and subsequently entrepreneurial behavior.  
Interventions in education can affect opportunity recognition, desirability of 
entrepreneurial behavior, together with beliefs about the feasibility of actions, but 
at the same time reduce the resistance towards entrepreneurial behavior, caused by 
negative attitudes and social norms. 

This model explains why entrepreneurship education programs focused on knowledge 
transfer and entrepreneurial attributes do not produce expected outcomes. With 
same or similar attributes and knowledge individuals do not demonstrate similar 
entrepreneurial behavior because their competences are developed at different 
levels. This seems to be the critical variable that explains the difference between 
entrepreneurs. 

Therefore, the development of entrepreneurial competences should be emphasized as 
one of the outcomes of entrepreneurship education programs. Competences will affect 
beliefs about self-effi cacy, perception of risk, along with actions that individuals will 
perform. Thus, in entrepreneurship education programs stress should be put on the 
development of self-effi cacy. This will consequently increase students’ propensity 
towards entrepreneurial behavior. 

For the development of competences both knowledge and skills are important, as 
skills without procedural knowledge remain pure technique with limited potential for 
development. In addition, in order to develop higher levels of competence, experience 
in real life situations is critical (Dreyfus and Dreyfus, 1987).  

3.  TEACHING ENTREPRENEURIAL BEHAVIOR

Entrepreneurship education program is usually defi ned as the process of providing 
individuals with the ability to recognize commercial opportunities and the 
knowledge, skills and attitudes to act on them.¨ (Jones and English, 2004, 416). 
This defi nition emphasizes the professional skills and “how to” knowledge that is 
essential for starting, managing and growing a new business. However, changing 
dynamics of environment and the way economies function today have created the 
imperative for a broader understanding of the role of entrepreneurship education.  
Besides professional skills and knowledge, entrepreneurship education should foster 
entrepreneurial competences in every individual, together with the awareness about 
the benefi ts of entrepreneurship for individuals and the society. Therefore, universities 
have been encouraged to provide, through their programs, more substantial impact on 
increasing entrepreneurial knowledge, skills attitudes and beliefs, i.e. competences, 
that form the basis of an entrepreneurial mindset.

There is evidence from GEM reports that better educated persons are more likely 
to establish “opportunity” as opposed to “necessity” businesses, and that the former 
are more likely to grow (Gibb and Hannon, 2006). As it has been said earlier, it is 
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not the question whether education infl uences development of entrepreneurial behavior, 
but in what way it does so. While there is understanding of entrepreneurship as a key 
competence, there is a lack of understanding how this key competence can be effectively 
addressed in the teaching and learning process. There is also a distinct lack of defi ned 
learning outcomes of entrepreneurship education programs. 

Literature review on the entrepreneurship education pedagogy reveals that entrepreneurship 
education should take the action-learning or experience oriented learning approach in 
order to increase the likelihood of effective entrepreneurship outcomes. Furthermore, 
the main challenge for entrepreneurship educators is to create appropriate learning 
environment which refl ects the life world of entrepreneurs. Therefore, entrepreneurship 
education has increasingly adopted experiential approaches (Gibb, 1993, 1996).  Learning 
through experience, which combines experience, perceptions, cognitions and behaviors, 
is seen as an innovative alternative to traditional teaching. It emphasizes the central role 
that experience plays in the learning process (Rae and Carswell, 2000). 

In order to achieve strategic and sustainable development of lifelong entrepreneurial 
learning1, it seems necessary to focus on universities as the units of change. Universities 
should become an “open learning environment”2 and leaders in promoting entrepreneurial 
competences and behavior. At the same time, educating individuals who are able to think 
and act entrepreneurially and turn ideas into action has become a compulsory prerequisite 
if universities aspire to become more competitive on the global market. But, there is the 
question whether it is possible to educate entrepreneurial individuals if their teachers and 
university are not entrepreneurial themselves. Another question also exists: If university 
is not proactive, innovative, does not have the capacity to assume risk and cannot manage 
change, can it be competitive in today’s global market and participate actively in the 
development of the society in which knowledge becomes a right and an obligation for all? 

Entrepreneurial university refers to the university which is able to survive and adapt 
in highly complex and uncertain conditions of the environment in which it operates 
(Clark, 2001). Survival and the development of the university depend on the extent to 
which the university incorporates the principles of effi ciency (internal performance) 
and effectiveness (external performance) into its functioning. Universities too often use 
the effi ciency as a measure of quality of their activities, without taking into account the 
effectiveness (for example, their contribution to the process of change for the better in the 
society and reduction of unemployment). This creates a gap between the development 
needs of the society and the university’s ability to respond to these demands (Singer, 
1996). 

4.  METHODOLOGY

The objective of the empirical research that was conducted on the convenient sample of 
324 students of Josip Juraj Strossmayer University in Osijek was to explore the impact 
that university teaching has on the development of entrepreneurial behavior. The sample 
was put into three subsamples: students who regularly do sports, secondly, students 

1  Entrepreneurial learning is defi ned as all forms of education and training, both formal and non-
formal, which contribute to entrepreneurial spirit and activity with or without commercial objective 
(Gribben, 2006).
2  European Commision (2007),  Schools for the 21st century 
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who are members of students’ associations3 and fi nally, the control group, students who 
neither do sports nor are members of students’ associations. The instrument used in this 
quantitative research was a questionnaire consisting of three parts. The fi rst part includes 
eight closed questions related to the demographics of the respondents, their propensity for 
entrepreneurial behavior and the estimated probability of starting their own business. In 
the second part of the questionnaire, respondents were asked to estimate their effi ciency 
in the following categories4: market opportunity recognition, collecting, analysis and 
understanding of data, persuasion and negotiation, use of information technology, 
managing interpersonal relationships, managing fi nances, sales and marketing, managing 
stress, managing uncertainty, planning and dealing with changes in the environment. 
Likert scale was used for the answers.  The students also had to evaluate the infl uence 
that university teaching, membership in sports clubs and students’ associations, and 
fi rsthand experience have on the acquisition of these competences. Finally, students were 
asked to complete the General Enterprising Tendency (GET) test (Caird, 1991). In this 
test, respondents express their agreement or disagreement with the 54 statements that 
cover the following entrepreneurial attributes: need for achievement, need for autonomy, 
creative ability, risk taking propensity, motivation and determination.

The analysis of the results included nonparametric and parametric descriptive statistics.  
Besides univariate statistics, bivariate analysis and multivariate data analysis were used. 
A univariate analysis of variance (ANOVA) was used for the comparison of means of 
several groups for both dependent and independent variables. A multivariate analysis 
of variance (MANOVA), on the other hand, was employed for the testing of effects and 
interactions of several independent variables on more dependent variables.

For the purpose of this research the following hypotheses were tested:

H1: Teaching at Croatian universities does not contribute signifi cantly to the 
development of entrepreneurial competences.

H2: Doing sports and taking part in students’ associations, as well as fi rsthand 
experience contribute more to the development of entrepreneurial competences 
than university teaching.

H3: Students who are members of students’ association or do sports demonstrate 
stronger propensity for entrepreneurial behavior than students who do not have 
that experience.

H4: Students who are members of students’ association or do sports demonstrate 
a higher probability of starting their own business than students who do not take 
part in such activities.

3  Membership in sports clubs has in this research been taken as an example of informal education 
because it takes place outside of a formal educational setting and represents projects that students 
undertake for themselves. Taking part in students’ associations is in this research an example of 
non-formal education because it occurs in a formal learning environment, but is not formally rec-
ognized within a curriculum or syllabus framework.
4  These are the competences that have been identifi ed by several authors as fundamental for entre-
preneurial success.



4.1. Results

Hypothesis 1: University teaching does not contribute signifi cantly to the development 
of entrepreneurial competences was tested with the correlation analysis for particular 
segments and at the general perception of self-effi cacy. As can be seen in Table 1, the 
lowest correlation exists for the impact of university teaching on effi cacy in persuasion 
and negotiation, and the highest for effi cacy in sales and marketing. The results suggest 
that it is possible to infl uence the development of entrepreneurial competences at the 
university, but a concern is voiced because the estimation of the general impact of 
university teaching on effi cacy shows only a medium positive correlation. 

General perception of effi cacy in ,35

a) detection of market opportunities ,31

b) collection of, analysis and understanding of data ,42

c) persuasion and negotiation ,21

d) usage of IT ,34

e)development of interpersonal relations ,25

f) management of fi nancial resources ,44

g) sales and marketing ,54

h) work under stress ,38

i) dealing with uncertainty ,28

j) planning  ,34

k) managing changes in the environment ,27

The results of the testing for the Hypothesis 2: Doing sports and taking part in 
students’ associations, as well as fi rsthand experience contribute more to the 
development of entrepreneurial competences than university teaching are shown in 
Table 2.

Table 2: Pearson’s coeffi cients  of correlation between  perception of acquisition of 
competence and  estimation of infl uence of university teaching (Sedlan-Kőnig, 2012)

1 2 3 4
1. Perception of acquisition of 

competence 1,000 ,398** ,603** ,347**

2. Estimation of sports clubs’/
associations’ infl uence ,398** 1,000 ,381** ,421**

3. Estimation of  infl uence  of 
fi rsthand experience ,603** ,381** 1,000 ,314**

4. Estimation of university teaching 
infl uence ,347** ,421** ,314** 1,000

** positive correlation , p<0,01
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It is evident that the correlation between the impact of university teaching and 
perception of acquisition of competence is lower (0.347) than general impact of 
fi rsthand experience (0.603) and membership in students’ associations and sports 
clubs (0.398). Hence, they contribute stronger to perception of acquisition of 
competence. Therefore, the Hypothesis 2 is also confi rmed.

The results of the testing for the Hypothesis 3: Students who are members 
of students’ association or do sports demonstrate stronger propensity for 
entrepreneurial behavior than students who do not have that experience and 
Hypothesis 4: Students who are members of students’ association or do sports 
demonstrate a higher probability of starting their own business than students 
who do not take part in such activities are shown in Table 3. 

Differences in means for propensity for entrepreneurial behavior and probability 
of starting own business (student self-assessment) can be observed, although 
a statistically signifi cant difference was observed only in propensity for 
entrepreneurial behavior. Thus, the Hypotheses 3 and 4 need to be further tested. 
The above results show that students who are not members of sports clubs or 
students’ associations (the control group) demonstrate weaker propensity for 
entrepreneurial behavior (mean 3,69) and lower probability of starting own 
business (mean 3,00) than students with considerable experience in informal 
and/or non-formal learning. On the other hand, no signifi cant difference was 
observed between students involved in informal learning and those participating 
in form of non-formal learning regarding these matters. Interestingly, members 
of students’ associations (non-formal learning) on average, show the strongest 
propensity for entrepreneurial behavior. They also assess the probability of 
starting own business as the highest (Graph 1). 

Table 3: Descriptive statistics for Propensity for entrepreneurial behavior and  
Probability of starting own business (Sedlan-Kőnig, 2012)

Variable Gender Category Mean Std. dev. N

Propensity for  
entrepreneurial 

behavior

Male

control 3,83 1,112 54
sportsmen 3,81 1,090 90

associations 4,30 ,912 27
Total 3,89 1,080 171

Female

control 3,59 1,116 75
sportsmen 3,57 1,152 40

associations 3,82 1,227 38
Total 3,64 1,151 153

Total

control 3,69 1,117 129
sportsmen 3,74 1,111 130

associations 4,02 1,125 65
Total 3,77 1,119 324

Ljerka Sedlan Kőnig
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Variable Gender Category Mean Std. dev. N

Probability of 
starting own 

business

Male

control 3,20 1,219 54
sportsmen 3,32 ,958 90

associations 3,89 ,847 27
Total 3,37 1,052 171

Female

control 2,85 1,049 75
sportsmen 3,00 1,038 40

associations 3,21 1,119 38
Total 2,98 1,067 153

Total

control 3,00 1,132 129

sportsmen 3,22 ,990 130
associations 3,49 1,062 65

Total 3,19 1,075 324

Figure 2: Means for variables: Propensity for entrepreneurial behavior and Probability 
of starting own business with subsamples (Sedlan-Kőnig, 2012)

These results suggest that a considerable pattern exists in the means for the observed 
variables. However, a difference between examples of informal and non-formal 
education regarding their infl uence on the development of entrepreneurial behavior 
can be observed.

In order to discuss the Hypothesis 3: Students who are members of students’ 
association or do sports demonstrate stronger propensity for entrepreneurial behavior 
than students who do not do sports and Hypothesis 4: Students who are members of 
students’ association or do sports demonstrate a higher probability of starting their 
own business than students who do not take part in such activities in more detail, a 
further analysis of the results of GET test was performed (Table 5). 
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Table 5: Descriptive statistics of the results of GET test according to subsample 
(Sedlan-Kőnig, 2012)

N Mean Std. deviation Maximum

GET total

control 129 28,8605 6,16789 43,00

sportsmen 130 32,0000 5,49418 44,00
associations 65 34,2000 6,27047 50,00

Total 324 31,1914 6,25914 50,00

A detailed analysis confi rms that both, students who do sports, and students members 
of students’ associations display a stronger propensity for entrepreneurial behavior 
than students non-members. Almost in all aspects, students who are members of 
students’ associations display the highest results of all. Therefore, both Hypotheses 
3 and 4 are confi rmed.

4.2. Discussion

The research results prove that university teaching contributes only slightly to 
the development of entrepreneurial competences. According to the results of this 
research, informal and non-formal education have a more signifi cant role in that. 
As it was elaborated earlier, fi rsthand experience has the most powerful infl uence 
on the development of entrepreneurial behavior. Therefore, in order to increase their 
competitiveness universities should encourage more often usage of experiential 
teaching methods and practical activities in formal education with the aim of 
exercising a stronger infl uence on the development of entrepreneurial competences. 
It is also necessary to consider ways of using the potential of fi rsthand experience for 
the development of entrepreneurial competences through supplementing university 
courses with some forms of informal and non-formal education. In addition, 
entrepreneurship courses have to be made available to all students of the university 
and competences need to be defi ned as an important outcome of all entrepreneurship 
programs at the university.

Furthermore, students who do sports along with those who are members of students’ 
associations, in other words students who gather considerable experience through 
informal and/or non-formal education, demonstrate a stronger propensity for 
entrepreneurial behavior and a higher probability of starting their own business than 
students who lack such experience. Hence, it can be concluded that informal and 
non-formal education have a positive infl uence on propensity for entrepreneurial 
behavior and probability of starting own business. These educational processes 
ensure networking and contacts with the life in society In informal and non-formal 
educational projects students are encouraged to share ideas, learn the new ways 
of doing things and get an overview of what the world and life of entrepreneurs is 
really like. Apart from that, informal and non-formal learning opportunities infl uence 
students’ personal and social development and empower them to gain experience 
applying academic knowledge in practice, which leads to better understanding of 
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the real life. In other words, informal and non-formal instruction better prepare 
students for professional lives and careers. Thus, in entrepreneurial education where 
the expected outcome is the development of entrepreneurial competences and 
consequently behavior, it is essential to encourage students to participate in some 
form of informal and/or non-formal education. 

5.  CONCLUSION

Although universities are very traditional and change-resistant institutions they 
have to realize the opportunities of infl uencing and developing entrepreneurial 
competencies and behavior. The fi ndings of the presented study provide evidence 
that the university environment gives weak encouragement and support to that goal. 
University programs in general are traditionally un-entrepreneurial, and oriented 
toward supplying knowledge about entrepreneurship, not for entrepreneurship. 
Therefore, it is important that universities apply a number of different strategies 
to stimulate the development of entrepreneurial competences and acknowledge 
informal learning as an important area for development of entrepreneurial behavior. 
One of the ways is by employing informal and non-formal processes in education as 
a supplement to traditional teaching practices. 

To enhance the competitiveness of the university an increased level of awareness 
and understanding among higher education establishments about the importance 
of entrepreneurial learning needs to be built. In today’s highly competitive world, 
in which universities face substantial changes, they have to devote more attention 
to defi ning learning outcomes that will contribute to the creation of entrepreneurial 
society through entrepreneurial literacy. A competitive university operates as a center 
of education, research and innovation, monitors what is happening in the environment 
and responds to changes and signals from the environment and thus acts as a 
frontrunner of sustainable growth and development. Such universities create a good 
image which brings in more students and more attractive projects and consequently 
more income which is vital for the development of the university. 

Universities must not ignore the potential that entrepreneurial education, has and 
recognize the incredible opportunity of becoming the centers of entrepreneurial 
thought and take the responsibility to improve their competitiveness by offering 
the possibility of developing entrepreneurial behavior as an integrated topic to 
all students in all academic disciplines and involving entrepreneurs into teaching 
entrepreneurship. As universities take time to implement the change, the bottom-
up approach through faculties (even chairs) seems more feasible, as it allows for 
maximum fl exibility and minimum diffi culty in its implementation.
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Abstract:

Despite the fact that the fi rst Millennium Development Goals to eradicate hunger and 
poverty by halving the share of people living on $1.25 per day is reached now, the 
number of poor households is still much too high and concentrated in rural areas. 
Poverty is one major cause for malnutrition. Poor people, especially in rural areas 
are often kept in a vicious circle of poverty and malnutrition. The nutrition position of 
individuals is also infl uenced by the intra-household distribution of resources. Hence 
different models of intra-household distribution are introduced. Empirical fi ndings 
for nutrition and food sharing in poor households are discussed. It is shown that the 
development of new intra-household distribution models deepens the insights of the 
nutrition status of individuals.

1.  POVERTY AND MALNUTRITION

The fi rst of the eight Millennium Development goals targets to eradicate hunger 
and poverty, concretely to halve the proportion of people that live on $1.25 a day 
in PPP terms during the time period from 1990 to 2015. This goal was already 
achieved in 2012 partly due to the economic success in Brazil, China and India.1 
Nonetheless poverty and malnutrition remains a burden of mankind. Malnutrition 
has two dimensions: macro malnutrition as an insufi cient energy intake and micro 
malnutrition which is defi ned by vitamin and mineral defi cits.2 One underlying cause 
of malnutrition is income poverty. Still approximately 925 million people in the 
world suffer from hunger.3

Human health and productivity is strongly linked to food intake. An individual should 
hence have enough food in quantity and quality that provides the energy and other 
nutrients needed to maintain the normal body function (basic metabolic rate) and 
to be able to carry out productive activities. 4 The opportunity to fulfi ll these basic 

1  United Nations Development Programme (UNDP), 2013, p. 26.
2  WHO, 2013
3  Hoddinott, Rosegrant, Torero, 2012, p. 2.
4  Aromolaran, 2004, p. 7
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needs is obviously connected to the income situation of the individual him/herself 
and the household an individual is living in (see Figure 1). Therefore an increase in 
household income of the poor was evaluated to be a means for fi ghting malnutrition. 

Also the political, social and economic framework infl uences the nutrition status of 
people. 

The resources of households can be split up in main categories: time to work, ability 
of physical labor power, human capital and assets. Assets and activities determine 
household income. Whereas e.g. human capital is a characteristic of individuals, 
assets can be held collectively. Agricultural activities can give direct access to food, 
other activities generate income. Both build besides transfers the main basis for 
food availability. The kinds of activities are infl uenced by livelihood strategies.5 

Households spend their income to savings and the consumption of different 
types of goods - partly to food. The consumption decisions refl ect the household 
preferences either collectively or developed through a sharing rule amongst the 
household members. Food intakes of individual household members are hence 
infl uenced through household preferences and decisions.6 Ernst Engel based on 
empirical analyses found already in 1857: “The poorer is a family, the greater is the 
proportion of the total outgo [family expenditures] which must be used for food.”7 
It is common knowledge now that income elasticity of food expenditure is less than 
1.0 and empirical analyses control non-income factors like prizes and household 
size for their effect on the share of food in the household expenditure.8 Several 
later empirical studies found a strong positive non-linear relationship between 
household income and per capita calorie intake in poor households.9 The country 
wise identifi ed elasticities ranked from 0.7 for low-income countries to 0.3 for high 
income countries.10  

Measuring a large sample of developing countries over the last 25 years Block, 
Masters and Bhagowalia found that poverty and nutrition are both closely linked to 
the country’s national income. Their fi ndings approve prior studies and estimates 
that an increase in the national income of ten per cent will decrease poverty and 
the poverty gap by roughly eight per cent regardless of the poverty prevalence. 
The decline of wasting of children depends on the prevalence of wasting. In 
countries with a high wasting rate wasting declines with income growth whereas 
in surroundings with a lower wasting rate improvements are slower.11 All these 
fi ndings suggest that income increase is a necessary but not suffi cient precondition 
for an adequate nutrition of household members. 

5  Hoddinott, Rosegrant, Torero, 2012, pp. 6.
6  Hoddinott, Rosegrant, Torero, 2012, p. 7
7  Engel, 1857 quoted in Anker, 2011, p. 1 quoted in Zimmerman, 1932
8  Anker, 2011, p. 4
9  Aromolaran, 2004, p. 1 for several empirical studies.
10  Anker, 2011, p. 4
11  Block, Masters, Bhagowalia, 2012, pp. 1713
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Figure 1: Poverty and food insecurity

Source: Black et al, 2008, p. 244

2.  THE VICIOUS CIRCLE OF MALNUTRITION AND POVERTY 

The term “vicious cycle of poverty” goes back to Nurske, who described it in his theory 
of balanced growth. The economy of poor developing countries is characterized by 
small capacities due to low productivity that lead to low real income. The savings 
of the rich part of the citizens living in these countries are too little to build up a 
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suffi cient capital stock and to invest enough for creating a productive industry. The 
only way out of this circle is capital infl ow and productivity gains.12

The vicious circle of poverty is also visible on household level. According to World 
Development Report of the World Bank13 households in or near to extreme poverty 
are risk averse because an income decrease would bring them below the subsistence 
level. So they avoid risk-taking even if that could bring a higher future income. On 
the one hand, they face the highest economic risks, and on the other hand they do not 
have enough resources to deal with risks, because they mostly live in surroundings 
with poor infrastructure and are at risk from natural disasters. “With poor health and 
bad nutrition, working more or sending more household members to work is diffi cult. 
And with high default risks, group insurance mechanisms are often closed off. The 
poorest households thus face extremely unfavorable tradeoffs. When a shock occurs, 
they must obtain immediate increases in income or cut spending, but in so doing they 
incur a high long-term cost by jeopardizing their economic and human development 
prospects. These are the situations that lead to child labor and malnourishment, with 
lasting damage to children, and the breakdown of families.”14

The quality of nutrition during pregnancy and early childhood has an infl uence not 
only on growth of children but also on learning outcomes and productivity in their 
later life.15 Malnutrition in early childhood may lead to a later reduction in IQ up to 
15 points.16 Together with vitamin defi cits and infections this results in poor learning 
outcomes. The educational performance is also infl uenced by anaemia which has 
a negative correlation with grades, school attendance and attainment.17 “Inadequate 
education and skills development keep economies trapped in a vicious circle of low 
education, low productivity and low income.”18 

This is also true on a micro-level for families and individuals. Poor households have 
to decide how they distribute the food they afford to the different household members.

3.  MODELS OF HOUSEHOLD BEHAVIOR

The intra-household distribution clearly infl uences poverty and inequality.19 Therefore 
different models of household behavior are discussed. Households can be seen as 
a place of exchange (Chayanov, 1966), a place where utility is generated by time 
sharing and through purchased and self-produced goods (Becker, 1965), households 
have fl exible structures and the household members have a kind of relationship 

12  Nurske, 1953
13  World Bank, 2000, pp. 145
14  World Bank, 2000, p. 146
15  Moczadlo, 2013, p. 4
16  Gaiha, Kulkarni, 2005, 180
17  Luo et al., 2012, 737
18  ILO, 2008, V
19  Alderman et al., 1995, p. 6
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(Evans, 1991).20 The UN referring to Eurostat and the System of National Accounts 
of the UN defi ne a household: “A small group of persons who share the same living 
accommodation, who pool some, or all, of their income and wealth and who consume 
certain types of goods and services collectively, mainly housing and food. [The 
criteria of the existence of family or emotional ties may be added].”21 

• Unitary Model

The Neoclassical Microeconomic Theory uses the unitary model22 that focuses 
on households as an entity. Households act as if they are a single decision maker 
with a single utility function.23 With this single utility function it is assumed that 
the household has a common set of stable and transitive preferences.24 The utility 
function is strictly quasi-concave and twice differentiable; utility rise with increasing 
consumption of goods and decrease with the amount of labor supplied on the labor 
market.25 The single utility function is maximized to a budget constraint.26 A key 
assumption of the model is that income from all household members is pooled to 
a common household income and the allocation of resources follows the rational 
principle to maximize the common utility.27 For Chiappori the main differentiation 
criterion between the unitary and the collective models is the treatment of prices and 
income. In the unitary model prices and income are only considered in the budget 
restriction not in the utility function itself. Hence wages and non-labor income 
infl uence the household behavior only through the income and substitution effect.28

The classifi cation of different types of household behavior to the unitary or collective 
model varies by author. Becker (1974, 1981) showed with the “rotten kid theorem” 
how the preferences of an egoistic household member and an altruistic household 
head (benevolent dictator) converge.29 This model is partly classifi ed as unitary 
model30 partly as non-cooperative model within the collective models.31 Due to 
the fact that most authors see the decisive differences between the unitary and the 
collective model in the way how the utility function is constructed and income is 
pooled here the model of Becker is classifi ed as unitary model. Altruistic behavior 
is analyzed by McElroy. An altruistic household head cares for all household members, 

20  Bird, 2003, p. 316
21  UN, 2007, p. 182
22  Alderman et al., 1995, p.3
23  Cherchye, Vermeulen, 2008, p. 267
24  Bird, 2003, pp. 318; 
25  Berulava, Chikava, 2012, p. 145
26  Chiaporri, Donni, 2009, p. 3
27  Alderman et al., 1995, p. 12; Bird, 2003, p. 319
28  Chiappori, 1997, p.40
29  Picard, Palma, Inoa, 2013, p. 6, Alderman et al., 1995, p.4
30  Alderman, et al., 1995, p. 3
31  Browning, Chiappori, Weiss, 2011, p. 116; Bird, 2003, 
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household income is pooled without recognition of the persons who earn the income. 
Individual benefi ts are infl uenced through the possibility of enlarging the family budget 
and the preferences of the household head.1

• Collective Models

The different types of the collective household models take explicitly into account that 
each of the individual members who build a multi-person household has own rational 
preferences and an own utility function.2 The models now explain how these individual 
preferences of household members are adjusted. Roughly one can structure these 
approaches into models with non-cooperative and with cooperative behavior.3 Within 
the latter type wide different variations are formulated. 
In the cooperative models individuals have the free choice whether to live alone or to 
build a household. This decision is based on utilities. Economies of scale in production 
and consumption promote household building.4 One strand of the cooperative models 
argue, that the intra-household distribution decision process, which is not formulated 
explicitly, is solved in a way that outcomes are Pareto effi cient. Pareto optimality is 
reached due to the fact that family members interact over a long period, so household 
members would not agree on a Pareto dominant result. 5 The variables infl uencing the 
decision process are not assumed theoretically but result from empirical fi ndings.6

The second strand of cooperative models analyses the unifi cation process of utility 
functions through basic behavior assumptions. In one of these subsets of models decision 
making is a bargaining process using game theory.7 Household members have the 
choice to stay together or to break up (fall-back position). This decision is infl uenced by 
extra-environmental factors like divorce laws that determine the division of assets and 
infl uence the bargaining power of the household members. The bargaining process itself 
can either be explicit or by general mechanisms. The internal structure of the household 
can be taken into account when looking on the bargaining power of different household 
members referring to facts like culture, social infl uences, gender, age, education, personal 
assets, relationship to the household head and other intra-household inequalities.8 The 
individual utility functions are infl uenced further by prices, wages and non-labor 
incomes. 9  
Other subsets focus on the specifi c behavior of one household member. The Maternal 
Altruistic Approach presumes that women subordinate their own needs to those of 
their family, especially their children because they are under higher social pressure 

1  McElroy, 1997
2  Cherchye, Vermeulen, 2008, p. 267
3  Alderman et al., 1995, pp. 2; Bird, 2003, pp. 318
4  Bird, 2003, p. 321
5  Picard, de Palma, Inoa, 2013, p. 7; Alderman et al., 1995, p. 6
6  Bird, 2003, p. 321
7  Chiappori, 1997, p. 40
8  Bird, 2003, pp. 317 
9  Chiappori, 1997, p. 40
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than men. The Benevolent Dictator Approach assumes that the household head is 
ruling the household not led by self-interest but with the aim to achieve the best 
results for the whole household’s long term survival and reproduction.10

The most important issue of the variations of the collective models is to defi ne 
a “sharing rule”. The sharing rule is either exogenously determined by factors 
like wages, personal income, assets, etc. or these determinants are modelled 
endogenously. In the endogenous variations of the sharing rule, household behavior 
is either egoistic, where the utility of each household member is just infl uenced by his 
own consumption, or altruistic, where the utility of a household member is positively 
infl uenced by the consumption of other household members, or caring, where the 
utility of a household member is positively infl uenced by the outcome of the other’s 
consumption. 11

In the non-cooperative models individuals do not have to follow social norms and 
behave strategically (non-cooperative game theory).12 The models use the Cournot-
Nash equilibrium approach.13 The solution must not fulfi l Pareto effi ciency.14 
Bird suggests variables and methods for measuring the intra-household distribution 
and its outcome (see table 1).

Table 1: Exploring differences in intra-household distribution

Variables In-depth Interview Key Informant Secondary data Survey

Nutritional outcomes   

Morbidity   

Infant Mortility Rate   

Premature Mortality   

Mental Ill health
Disability √ √
Literacy  √

School drop-out
Ownership/ control of assets  

Access to assets 

Control of returns to assets 

Access to public fora    

Power in decision-making 

Source: Bird, 2003, p. 322

10  Bird, 2003, pp. 321
11  Xu, 2007, pp. 18
12  Picard, de Palma, Inoa, 2013, p. 6
13  Chiappori, 2009, p. 5, Bird, 2003, p. 322
14  Browning, Giappori, Weiss, 2011, p. 112
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4.  MODELS AND SELECTED EMPIRICAL FINDINGS 

Both, the unitary as well as the collective model, have been empirically tested for the 
nutrition distribution of poor households in developing countries.

The unitary model is used by Rosenzweig and Schultz15 to analyze the adaption of the 
intra-family resource allocation on changes in economic conditions. The authors try to 
explain economically the gender differences in child survival rates in rural India on the 
basis of standard census and household survey data. Therefore they link the unobserved 
household allocation of resources between children to consumption, the gender specifi c 
household income and differences in the survival rate of boys and girls. For explaining these 
facts economically they use a joint utility function for the family that is independent from 
market forces. The intra-household distribution follows expected return of each household 
member in the future. Hence the share of the consumption of each household member 
refl ects his earning potential. They found from the empirical data that the survival rate 
of girls is higher for households where female participation in the labor market is higher. 
They conclude that this is due to the fact that in these families girls receive a larger share 
of household resources. Folbre16 criticized that approach and proposed to use a household 
model which includes the individual bargaining power. She gives some alternative 
interpretations of the fi ndings, which were rejected by Rosenstein and Schultz.17

Behrman18 also uses the unitary model but in contrast to Rosenzweig and Schultz he 
points out that wages depend on individual factors like health and nutrition and therefore 
are endogenous variables. He assumes like Rosenzweig and Schultz that parents distribute 
the household’s goods to maximize their own preferences for their children subject to 
household constraints. These preferences depend on the expected outcome (e.g. health or 
expected future income) of each child. The children’s outcome depends on child-specifi c 
endowments (e.g. genetic characteristics) and on the household’s input allocation (e.g. 
school attendance, time, nutrition). Parent’s preferences can differ. Hence he uses for his 
analysis three alternative types of utility functions refl ecting different types of preferences 
of parents. One extreme is the L-shaped or Rawlsian utility function that implies parents 
care most about the worst-off child till it reaches the level of the next worst-off child. The 
other extreme is a linear utility function that implies a sole investment decision comparable 
to the Rosenzweig-Schultz-model. Parents allocate here the household recourses to their 
children in a way that promise the highest total return. From the options in-between these 
extremes he chooses the Cobb-Douglas case where parents are neutral and don’t try to 
equalize or reinforce children’s endowment. He summarizes the empirical results he and 
collaborators found for rural India. These fi ndings show differences in parent’s behavior 
depending on the availability of food. During the surplus season food is abundant and 
parents show a neutral Cobb-Douglass distribution whereas in the lean season boys 
are preferred over girls and older children over younger ones. He introduced expected 

15  Rosenzweig, Schultz, 1982
16  Folbre, 1984
17  Rosenstein, 1984.
18  Behrman, 1990
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gender-differentiated labor-market returns on investments like it is done by Rosenzweig 
and Schultz and found in contrary to them that the higher allocation of food to boys is 
not only explicable with different labor-market return rates because the male preference 
results persists. His fi ndings don’t differ between nuclear and extended households. He 
emphasizes another fi nding which is in line with the fi ndings of Engle19 and points out the 
import role of mothers. He found that the outcomes of children whose mothers were not in 
the household were systematically smaller especially in the lean season with limited food 
supply. He concludes that his results suggest systematically fewer nutrients for children 
who are less well-endowed, younger, girls and motherless. 

Empirical fi ndings for the bargaining version of the collective model on intra-household 
distribution of food and/or nutrition outcome are included in the literature survey of Xu.20 
From the 39 analyzed studies fi ve are focusing on food allocation, two further studies with 
health outcome. The main fi ndings of these fi ve studies are reproduced in Table 2. 

Luo, Zhai, Jin and Ge used in a longitudinal survey of health and nutrition in eight 
provinces of China the discrepancy score and the ratio of food share to energy share as 
variables for describing food distribution within households. They found “ … that, in 
most cases, males had a higher proportion of nutrient intake than females, particularly in 
the young adult group where men presented with a higher discrepancy score than women 
for energy and all nutrients observed. The food and nutrient distribution tends to be 
more favourable to the middleaged group, although the youngest group, while accepting 
relatively smaller amounts of cereals, ate much bigger amounts of meat, dairy products 
and fruits. Household members with higher incomes are more favoured in terms of food 
consumption and nutrient intake. Household leaders accepted a higher share of energy 
and nutrients in comparison with other members of the household across all age and sex 
groups. Administrators and people working in service or trade industries in rural areas 
are favoured in terms of food distribution relative to farmers and manual workers. Well-
educated people accepted a better food allocation than others and those in employment 
received more nutrients than the unemployed. The ‘contribution rule’ (individuals who 
make a greater contribution to the family receive a larger share of the family’s food) is 
discussed and deemed to be applicable in explaining the discrepancy in food distribution 
and nutrient intake among household members.”21

Li and Wu use the collective model to test the individual nutrition and health outcomes 
for women in China. They assume that women’s bargaining power increase if their fi rst 
child is a son because boys are preferred in China like in other East Asian countries. As 
a variable for measuring the bargaining power they take the decision making process of 
the household and asked who decide about the major household consumption. They found 
that women with a fi rst born son had a lower risk of malnutrition and a higher energy-
protein intake. Furthermore they tested the unitary model which was rejected.22

19  Engle, 1990
20  Xu, 2007
21  Luo, Zhai, Jin, Ge, 2001, p. S19
22  Li, Wu, 2011
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5.  CONCLUSION

To overcome malnutrition, poverty reduction is a necessity, but the intra-household distribution 
and income-calorie intake elasticity plays also a major role for the nutrition status of individuals 
in poor households. Socio-etconomic factors and personal endowments are infl uencing 
factors for the household distribution. The unitary model which was favored during the 1980th 
and 1990th has been in the meanwhile rejected in several studies. For measuring the impact of 
intra-household distribution on the individual outcome the collective model seems to be more 
appropriate. Most empirical studies analyze the impact of the intra-household distribution on 
children. The outcome differences on adults and elderly people are rarely taken into account. 
Most studies found a high infl uence of the socio-economic status and the bargaining power of 
mothers for the nutrition status of their children. Also household size, working opportunities 
of adult household members and productivity play a signifi cant role. 

The innovations in the methodology of studying the intra-household distribution brought 
deeper insights of how the nutrition situation of household members is infl uenced through 
individual socio-economic variables and the status of a person within the household itself.

Table 2: Food related studies of intra-household distribution in the survey of Xu 2007t

Study Topic Country/
Region

Model Findings

Bubois 
& Ligon 
(2003)

Food and 
nutrition 
allocation

The 
Philippines

Collective setting 
with incentive 

and productivity 
considerations

Unitary allocation of food and nutrition 
is rejected. Allocation of food depends 

on both providing incentives and 
productivity considerations

Dufl o 
& Udry 
(2003)

Household 
expenditure 

patterns 
affected by 
uncertainty

Cote 
d’Ivoire

Semicooperative 
bargaining

Conditional on overall levels of 
expenditure, the composition of 

household expenditure is sensitive to 
the gender of the recipient of a rainfall 
shock. Positive “shocks” on women’s 
crop shifts expenditure towards food. 
Adverse shocks on men’s production 

take toll on food and education 
provisions. Different sources of 

income are allocated for different uses 
according to social norms on gender 

roles.

Dufl o 
(2000)

Child 
nutrition

South Africa Cooperative 
bargaining

Pensions received by grandmothers 
have a large impact on the 

anthropometric status of girls but no 
effect on that of boys. No similar effect 

is found with pensions received by 
men

Hoddinott 
& Haddad 

(1995)

Household 
Expenditure 

pattern

Cote 
d’Ivoire

Noncooperative 
bargaining

Raising wife’s share of cash income 
increases food expenditure and reduces 

the budget shares of alcohol and 
cigarette.

Jacoby 
(2002)

Children’s 
food 

consumption

The 
Philippines

Differential 
preference

Without considering intrahousehold 
allocation, school feed program leads 
to reduction in children’s home food 

consumption. As a result, the total food 
for children decreases in some cases

Source: Xu, 2007, pp. 42
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Abstract:

In the 1940s Joseph Schumpeter identifi ed innovation as the critical dimension 
of economic change. He said that „creative destruction“ was the key generator 
of economic growth and competitiveness of companies, industries and nations as 
a whole. In addtion, he stated that innovativeness is manifested through evolution 
of institutions, entrepreneurship and technology changes that will enable economic 
growth (Pol, Carroll, 2006).

This paper studies competitiveness at the microeconomic level through analysis of 
organizational behaviour at all levels: employee, job, team and organization level. It 
especially emphasizes the importance of organizational culture, as determinant of fi nal 
employee’s as well as organizational performance. In addition to that, communication 
is being pointed out because development of an effective communication network is 
a prerequisite of accumulation, transfer and application of knowledge in order to 
enhance productivity and market competitiveness (Robbins, Judge, 2009).

Today, the competitive advantage founded on knowledge, infrastructure, high 
technology and innovations are considered determinants of economic growth and 
market competitivenss (Porter, 2008). Beside that, competitiveness is being analysed 
at different levels, while connection of fi rm level competitiveness with macroeconomic 
competitiveness remains straightforward: stable macroeconomic context increases 
the opportunity for the new value creation, but it does not create the value itself. The 
value is generated through effective use of human, capital and natural resources 
(Schwab, 2010).

Finally, this paper presents resalts from the empirical research conducted in middle 
size construction companies in Croatia, to an extent relevant for the topic. The 
results concern fi ndings on education and training of employees, communication and 
organizational culture.

1.  INTRODUCTION

Although innovativeness was recognized as the key factor of economic growth long 
ago, there are points of view stating that „our understanding of innovative behaviour 
in organizations remains relatively underdeveloped“ (Wolfe, 1994:405). Because of 
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that, linking innovativeness with factors that support it on one side, and organizational 
competitiveness enhanced by it on the other side, is a subject of numerous recent 
studies, including this paper.

In the 1940s, Joseph Schumpeter identifi ed innovation as the critical dimension 
of economic change and argued that it comes from the entrepreneurs. By the end 
of the 20th century, one of Schumpeter’s most famous followers, Michael Porter, 
suggested that national wellfare is not inherited but generated through strategic 
choices. He also emphasizes that in the past, the upgrowth of nations was founded 
on comparative advantages like cheap workforce and natural resources, while today 
national competitiveness depends on advantages based on knowledge, developed 
infrastructure, high technologies and innovations (Porter, 2008).

Hence, not just in the past but also today, innovativeness is considered equally, if not 
even more important. It is interpreted as the ability of generating and implementation 
of new ideas (Račić, Radas, Rajh, 2005). In an economic context, generation and 
implementation of new ideas that are focused on the satisfaction of real and/or 
potential customer’s needs, actually means generation of the new customer value. 
And that new customer value results in better company’s performance in market 
competition.

“Innovations connected to the implementation of novel ideas can in turn be categorized 
as either technological (changes in products, services, production processes) or 
administrative (changes in activities, social processes, structures)” (Parzefall, Seeck, 
Leppanen, 2008:3). All of those innovations share a common element, and that is 
creativity.

But, at the same time, it must be emphasized that innovativeness of employees covers 
a broader range of behaviours than creativity. Every innovation requires creativity, 
but creativity does not necessarily lead to innovation. Innovation can be seen as a 
successful implementation of creativity and something that produces economic 
value, whereas creativity has to do with idea production alone. (Parzefall, Seeck, 
Leppanen, 2008:3).

2.  INNOVATIVENESS’ DETERMINANTS

In regard to the importance of innovativeness, there are many studies that endeavor 
to identify correlations of innovativeness with different economic elements. 
Traditionally, those elements were most often market structure in terms of competition 
level and size of the companies (Sharpe, Currie, 2008). Lately, “soft” organizational 
elements prevail, so correlation studies concentrate more on organizational culture 
and human resources management i.e. determinants of innovativeness at individual, 
job, team and organizational levels (Parzefall, Seeck, Leppanen, 2008).

According to traditional, Schumpeter’s opinion regarding correlation of 
innovativeness with market structure, expectancy of innovation is higher in more 
concentrated markets. Concentrated markets imply companies that are in dispose of 
suffi cient fi nancial resources and at the same time precede a market position that 
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gives them power to implement innovations. Furthermore, Schumpeter suggested 
that technological innovation often creates temporary monopolies, allowing abnormal 
profi ts that would soon be competed away by rivals and imitators. He said that these 
temporary monopolies were necessary to provide the incentive necessary for fi rms to 
develop new products and processes. (Pol, Carroll, 2006).

However, there are several notable studies in later days that show positive correlation 
between market competition and innovativeness level. The fi rst was conducted in 
1959 by Kenneth Arrow, but similar results were also provided with a series of 
studies done under the McKinsey Global Institute guidance, and more recently by 
Geroski, P.A. in 1990, Nickell S. in 1996 and Blundell, Griffi th and Van Reenen in 
1999 (Sharpe, Currie, 2008). Those studies identifi ed an undoubtedly inhibiting effect 
of monopolies on the level of companies’ innovativeness, whilst market competition 
has a stimulating effect on the quantity of innovations. Such results are interpreted by 
the fact that investments for research and development potentialy mean signifi cant 
diminishing of monopoly rent, whereas at the same time monopoly companies 
without innovations could benefi t from that rent as a whole. Therefore they are in 
fact not motivated for innovations.

Apart from market structure, correlation of innovativeness with size of the companies 
was studied, too. While Schumpeter pleaded for the thesis according to which bigger 
companies are also more innovative, more recent studies showed that size is not the 
critical factor. Namely, it is true that big corporations have bigger R&D expenditures 
but small and medium size companies are more fl exible, which often results in more 
innovations per invested money unit. (Sharpe, Currie, 2008). Because of that, those 
companies are usually called development incubators.

While appreciating the infl uence of market structure and size of the companies, it 
must be said that today market is characterized by turbulent business environment 
and changing customer needs. Because of that, companies’ resources must be 
dynamic, in order to enable constant  adjustment and growth compatible with the 
environment (Grant, 1998, Johnson, Scoles, Whittington, 2005). The term “dynamic 
resources” means that competitive advantage is not dependant only on the nature 
of existing resources in the moment of time but rather on the company’s ability to 
modernize, renew, allocate and redefi ne resources in accordance with environment 
changes (Chan, Shaffer, Snape, 2004).

According to several studies (Wright, McMahan, McWilliams,1994, Pfeffer, 1994, 
Becker, Gerhart, 1996, Huselid, Jackson, Schuler, 1997, Doorewaard, Benschop, 
2003,  Burke, Cooper, 2005), the most important dynamical resources are people, 
human resources management, organizational culture and competitive strategy of 
a company. Those “soft” organizational variables are considered determinants of 
innovativeness and a key source for achieving sustainable competitive advantage, 
because know-how that employees possess and social complexity of human 
interactions are the most diffi cult to imitate.

Therefore, successful companies must be extremely adaptive and able for prompt 
strategic reactions in order to develop a system that will enable fl exible innovations 
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and meet unexpected changes of business environment. For such ability there is a 
term dynamic capability of companies. It encompasses continuous reorganization, 
accumulation and application of knowledge and a number of organizational and 
strategic actions that restructure company’s resources in a way they would answer 
to economic changes. (Teece, Pisano, Shuen,1997;  Eisenhardt, Martin, 2000;  Zollo, 
Winter, 2002;  Zott, 2003).

Because of this evident importance of human resources, a relatively large part of 
innovativeness’ determinants research has focused on examining the infl uence of 
person related factors. Those studies have shown that “an individual’s engagement in 
innovative work behaviours requires the individual to be both able (e.g. has certain 
cognitive capabilities, expertise, relevant task knowledge, necessary technical 
skills and personality characteristics) and willing (e.g. motivated and satisfi ed) to 
be innovative. (…) Openness to new experiences, independence of judgement, a 
fi rm sense of self as creative and self-confi dence have been consistent personality 
characteristics among more creative employees. But at the same time, it has been 
proven that job, team and organizational context provide the boundaries for employee 
innovativeness” (Parzefall, Seeck, Leppanen, 2008:5).

The way in which jobs are structured contributes to an employees’ motivation and 
thereby plays a signifi cant role in infl uencing whether the employee engages in 
innovative work behaviour. While having suffi cient material resources to carry out 
the job is a prerequisite for innovative outcomes, empirical evidence has suggested 
a few other elements positively correlated with innovativeness. Those are autonomy 
and control over one’s job, clear goals combined with a suffi cient level of challenge 
and lack of routine (Parzefall, Seeck, Leppanen, 2008).

Further to employee level innovativeness, it must be noticed that in today’s complex 
business environment majority of tasks are being carried out by teams and even those 
individual tasks are interrelated. Therefore, team- related factors are also important in 
providing support for innovativeness, particularly diversity in skills and knowledge. 
Although diversity may increase stress level among team members, interdisciplinary 
teams are more likely to produce innovative solutions because they pool information 
and combine different viewpoints (West, Hirst, 2003).

The last but not least are of course organization level factors contributing to 
innovativeness. They differ from individual and group level factors because they 
are complex and often infl uenced by uncontrollable outside pressures. Therefore, an 
explicit organization strategy emphasizing innovativeness, a structure that matches 
the strategy, context and size of the organization, leadership and culture that foster 
innovative sub-climates should be considered as necessary but not suffi cient conditions 
for an organization to benefi t from employees’ innovative efforts (Parzefall, Seeck, 
Leppanen, 2008).
108



3.  VALUE CHAIN

Interdependentness of competitive strategy and resources that a company engages in 
its regular business can be illustrated through the value chain concept.

Irrespective of the strategy which a company has chosen and according to which 
is positioned in the market and practices its activities, management needs the 
feedback regarding control of new value creation. That fact was the motive for 
Michael Porter (Porter, 2008) to develop a tool for connecting strategic plans with 
analysis of the new value creation, known as the value chain.

“Value chain is a system approach to analysis of all activities performed by a 
company and their interactions, in order to identify source(s) of competitive 
advantage. The concept implies perception of a company as a group of separated 
yet dependent activities (...) in order to understand costs generation and potential 
sources of differentiation“ (Tipurić,1999:11).

The concept itself is in fact very simple: it is founded on partition of all business 
activities according to their functional contribution to the bottom business goal 
realization, which is of course delivering goods/services to fi nal consumers with 
a profi t for the company.

Every value activity uses purchased inputs, human resources and certain 
technology so it could realize its function. Besides, every value activity uses and 
generates information. The fi nal result of value activities performance is margin, 
defi ned as “difference between total value and total cost of value activities 
performance” (Porter, 2008:53). Each single activity generates value for a fi nal 
customer, either directly (by improvement of products/services) or indirectly (by 
supporting key business activities).

In the original value chain model, Porter follows products/services from their 
origin to the fi nal customer, in order to comprise the whole process of value 
creation. But, the value chain logic can be applied also to associate value created 
by non-material resources, primarily human resources and their know-how (Lee, 
Yang, 2000, Eustace, 2003, Carlucci, Marr, Schiuma, 2004).

Speaking of that, it must be emphasized that know-how does not create the value 
itself, but the value depends on context in which it is applied. Therefore, in their 
studies of knowledge value chain, Carlucci, Marr and Schiuma (2004) start from 
four basic assumptions:

Knowledge management is a foundation for organizational capabilities 
build-up

Effi ciency and effectiveness of organizational processes depend on 
organizational capabilities

Business performance improvement depends on effi ciency and effectiveness 
of organizational processes
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Business performance improvement is equal to increase of value created on 
behalf of business stakeholders

This correlation of knowledge management and business performance can be 
illustrated using the value chain concept, as shown in Figure 1.:

Figure 1. The knowledge value chain

Source: Carlucci, D., Marr, B., Schiuma, G.: The knowledge value chain – how intellectual capital 
impacts business performance, International Journal of Technology management, Vol. 27, Nos 6/7, 
p. 587, 2004

From a descriptive model presented by Figure 1, it is obvious that „Improvements 
in business performance equals an increse in value generated for the key 
stakeholders of an organisation (Assumption 4). The generated value is the result 
of an organisation’s ability to manage its business procesess (Assumption 3). The 
effectiveness and efficiency of performing organisational procesess are based on 
organisational competencies  (Assumption 2). Knowledge management enables 
an organisation to grow and develop organisational competencies (Assumption 
1). Therefore, the cognitive nature of organisational competencies allows us to 
state that their improvement takes place through knowledge management and 
that knowledge management is at the heart of business performance improvement 
and value creation (Carlucci, Marr, Schiuma, 2004:587).

It may be concluded that the basic prerequisite of transformation of individual 
know-how into organizational knowledge and capabilities are social interactions 
at all levels. This fact imposes in fact a tremendous responsibility on managers, 
because it is they who must establish an efficient communication network and 
such an organizational culture that will encourage employees to learn, innovate 
and share knowledge.

4.  COMPETITIVENESS OF CONSTRUCTION COMPANIES IN CROATIA

In real, everyday life, business result depends of course on many factors and a 
onesided conclusion that it depends only on human resources and knowledge 
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management would be thoughtless. However, empirical research recently conducted 
in medium size construction companies in Croatia has shown a signifi cant correlation 
of business performance with human resources management and establishment of 
such an organizational culture that would support innovativeness and implementation 
of knowledge. Hereafter relevant part of the results will be presented.

During the research, human resources managers in 100 medium size construction 
companies have been interviewed, where the company size has been identifi ed 
according to the number of employees, so all analyzed companies had between 50 
and 250 employees.

Table 1. Active legal entities structured upon number of employees, as of 31st 
December 2011

Source: Overview of basic statistical data in the construction sector of Republic of Croatia  for 
period January-December, HGK 2012, p.9

According to offi cial statistical data shown in Table 1., these 100 companies 
represent approximately one third of the population. At fi rst glance, the number of 
medium sized companies does not constitute a signifi cant portion in total number 
of construction companies, but importance to this research is given by the fact that 
it is still a majority of the companies in which system approach to human resources 
management and organizational culture could be expected. Namely, almost 98% of 
total companies are small companies up to 50 employees and 88% are companies 
up to 10 employees, which are interested primarily in basic existence and not 
innovations.

Several variable categories were analyzed, where three of them are relevant for this 
paper:

Variables category A.1. concerning selection of job candidates – these 
variables aimed to identify effort that companies invest in search for the ideal 
job candidates in order to maximize the appearance of benefi t from their 
know-how.

Variables category A.2. concerning education and training of employees, in 
respect to lifelong learning and efforts in creating a learning organization

Variables category A.4. concerning organizational culture that wold support 
communication in all directions, knowledge transfer and application
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In the fi rst variable category, it was detected that in all 100 analyzed companies, 
employment sometimes occures without proper job advertisements, but using 
friends/family recommendations. This practice is evaluated as inadequate, because 
the same variables (A.1.1. and A.1.2, shown in Table 2.) show that there are a large 
number of candidates that apply for a job that is advertised, so more professional 
approach to candidates selection would certainly bring about better employees.

Table 2. Number of job applications per job position

After that, the research aimed to examine companies’ efforts in development of 
human resources they possess.

Descriptive Statistics
Valid N Mean Median Minimum Maximum

A.1.1. operative job position 100 50,42000 50,00000 0,00 120,0000
A.1.2. management job position 100 7,05000 6,50000 0,00 30,0000

Such results are confi rmed with variables A.1.3.  Selection of candidates using 
professional selection tests and A.1.4. Selection of candidates by engaging 
professional agencies for evaluation of candidates. Interviewed managers were 
asked to evaluate these variables by using grades 1 to 5, and as shown in Figure 2., 
more than a half of analyzed companies does not use any form of professionalism 
for job candidates selection, and only 1% of companies has graded 5 their approach 
to job candidates selection.

Figure 2. Job candidates selection using professional tests or agencies

 

In variable A.2.1 managers were asked to evaluate analysis of educational needs 
and adoption of educational programmes a company performes. The results have 
shown a uniform distribution of grades, meaning there are companies that do not 
have such an analysis and that there are companies that perform effi cient analysis 
of educational needs.

Further, variables A.2.2. and A.2.3. identifi ed how many employees actually 
continue their formal education or attend on-job training courses, both fi nanced 
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and supported by the employer. Table 3. shows that portion of employees that 
continue their college education while working is less than 20% in 61 analyzed 
companies, but in 39 companies this portion is more than 40% of the employees. 
Variable A.2.3. concerning on-the-job training showed even better results: in 62 
companies more than 40% of employees attend on-job trainig courses.

Table 3. Percent of employees that continue their college education (A.2.2.) or attend 
on-the-job courses (A.2.3.)

Frequency table: A.2.2.
Count Percent

0,000<=x<,2000 61 61,00
,2000<=x<,4000 37 37,00
,4000<=x<,6000 2 2,00  

Frequency table: A.2.3.
Count Percent

t0,000<=x<,2000 38 38,00
,2000<=x<,4000 47 47,00
,4000<=x<,6000 14 14,00
,6000<=x<,8000 1 1,00

Obviously, efforts in human resources development are significant, which is 
in the case of analyzed construction companie interpreted by the fact that the 
Croatian Chamber of Civil Engineers prescribes mandatory lifelong learning and 
organizes courses in cooperation with relevant faculties and institutes.

For the same reason, variable A.2.4. concernig quality of chosen educational 
programmes showed good results, where 69% of companies graded the quality 
with grades 3 or more and 29% of companies have given it the best grade (5).

In the end, organizational culture that would support continuous learning, 
communication in all directions, knowledge transfer and application were tested 
using six variables:

A.4.1. feedback to employees regarding activities they have performed
A.4.2. way of storing and accessing business information
A.4.3. effi ciency of learning at workshops and courses organised by the 

company's partners
A.4.4. effi ciency of knowledge transfer to company's business partners and 

customers
A.4.5. company's contribution to development of construction industry as a 

whole by attending professional conferences and fairs, publishing professional 
papers and cooperating with faculties, institutes or other companies in order to 
implement new technologies and/or organizational skills

A.4.6.situation regarding learning, knowledge transfer and its application after 
the appearance of a recession  in Croatia

Results for these variables are shown in Table 4.

It is obvious that except for the variable A.4.2. (whose results are interpreted 
as high because of todays technology that makes computers and data bases 



omnipresent – available no matter of time and place) and A.4.3 (which is high 
in large part  because of foreign construction companies efforts to penetrate 
the Croatian market, especially during the recent high- roads investment cycle), 
grades are at the level that cannot support any new value  creation through 
knowledge and innovations.

Table 4. Descriptive statistics for variables A.4.

Valid N Mean Mode Frequency - 
of Mode

Minimum Maximum Std.Dev.

A.4.1. 100 3,08 3 35 1 5 1,13
A.4.2. 100 4,15 4 42 2 5 0,85
A.4.3. 100 3,13 4 26 1 5 1,38
A.4.4. 100 1,87 1 49 1 5 1,09
A.4.5. 100 1,76 1 58 1 5 1,05
A.4.6. 100 2,08 Multiple 38 1 4 0,96

When we add to these results recent statistics that show general decrease on a global 
competitiveness scale (Schwab, 2012), statistics that show recent performance 
of Croatian construction industry (Table 5.) and take into account all elaborated 
correlations from the beginning of this paper, it is obvious that there is an urgent 
need for the trend change in order to ensure necessary support for inovations at the 
microeconomic level, thus gaining competitiveness both at the microeconomic and 
macroeconomic level.

Table 5. Overview of the value of works done, number of employees and production, 
for the period 2008-2010

Year Value of works 
done in HRK

Value of works 
done in €

Number of 
employees

Productivity per 
employee in €

2008. 34.915.314 4.766.970 108.260 44.033
2009. 30.714.772 4.193.472 104.978 43.009
2010. 22.808.572 3.114.042 91.052 34.025
2011. 20.821.802 2.842.789 83.607 34.001

2011/2008 - 40,36% - 40,36% - 22,77% - 22,80%
2011/2009 - 34,00% - 34,00% - 20,35% - 20,90%
2011/2010 -8,70% -8,70% -8,20 -0,10%

Source: Overview of basic statistical data in the construction sector of Republic of Croatia  for 
period January-December2011, HGK 2012, p.2 
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5.  CONCLUSION

As for fi nal remarks, it can be concluded that todays business environment of sudden 
but continuous changes puts organisations in an position that asks a contribution off 
all its members in order to be adaptive, competitive and successful.

Unfortunately, presented research conducted in medium size construction companies 
shows that dedication to knowledge and innovativeness is in a large sum only 
declarative. Even research conducted in Croatian companies from different industries 
(Horvath, Ćorić, Antoljak, Mitrović, Račić, Radman, 2011) confi rmed such results, 
by identifying that the majority of companies say innovativeness is among their top 
strategic priorities, but in the same time they do not establish an organizational culture 
and a system that would collect and evaluate ideas, they do not have a budget for 
commercialization of ideas and therefore have an unacceptably high time-to-market.

“On the whole, it is the organization that provides the context for employee creativity 
and innovativeness, which in turn is at the root of every innovation – wheather 
measured at the individual, team or organizational level” (Parzefall, Seeck, Leppanen, 
2008:4). Only organizations that succeed to create such an organizational culture and 
system that will support employee knowledge and innovativeness will be able to 
achieve the neccessary competitive advantage and survive in the oncoming context of 
the EU and the 21st century.
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Abstract:

Innovativeness in contemporary research is closely related to competitiveness. 
Numerous researches indicate that development of innovative capacity both 
directly and indirectly impacts business performance, fi nancial results and general 
competitiveness of the company. Different factors can impact the level and scope 
of innovativeness and they can be seen as internal and external. Recent research 
on innovativeness in Croatia shows rather low level of innovative activities, non-
existence of formal innovation management system and law or no investments 
for R&D activities as internal problems, almost no cooperation between science 
and business sector, lack of supporting institutions and venture capital and poorly 
managed legal regulation of intellectual property rights.

The aim of this paper is to analyze internal factors that show how companies in 
Eastern Croatia, an underdeveloped region, manage innovative activities and efforts 
in their companies. A sample of 36 company managers was interviewed and results 
are presented and analyzed through company characteristics and compared with 
other research on innovativeness in Croatia in general.

1.  INTRODUCTION

Innovativeness is usually described as the capacity of a company to engage in 
any form of innovation: new products, processes, business models or ideas in the 
organization. It is considered to be among the most important factors that impact 
business performance and company competitiveness (Porter, 1990).

The level of innovativeness in a company depends on both external and internal 
environment characteristics. Although company management can have considerable 
control over innovativeness in the company by designing and implementing an 
organizational culture that embodies market, learning and entrepreneurial orientation 



(Hult et al., 2004), literature suggests the importance of external environment, usually 
defi ned by national innovations system and legal regulation of patents and intellectual 
property rights. (Bunnell and Coe, 2001). An effi cient implementation of innovation 
culture in the company therefore requires alertness and preparation, development 
of strategy and the alignment of internal with external factors (Hadjimanolis and 
Dickson, 2000).

The aim of this paper is to analyze some features of innovativeness in companies in 
Eastern Croatia. This part of the country is known as lagging behind in economic 
development, despite its abundant resources and industrial tradition. The focus is on 
internal environment and the way companies recognize and manage innovators and 
innovative ideas.

2.  INNOVATIVENESS IN CROATIA

During the past few years research on innovativeness in Croatia has considerably 
grown. The results of these researches are almost identical in basic fi ndings: the level 
of innovativeness in Croatian companies is rather low in comparison to EU countries 
(Kersan-Škabić and Andrijević-Matovac, 2009), there is neither an effi cient national 
innovation system (Švarc, 2006), nor a systematically established innovation process 
in companies (Horvath et al. 2011). Also, companies do not recognize, motivate or 
reward the innovative potential and efforts of their employees (Horvath et al., 2011).

International research on Innovation capacity index for 2010-2011 has ranked Croatia 
as 52nd of 131 countries with the following rankings:

Table 1. Innovation capacity index – Croatia

MEASURE RANKING

Institutional environment 56/131

Human capital, training and social inclusion 39/131

Regulation and legal framework 84/131

R&D 34/131

Adoption and use of information and communication 
technology 34/131

Source: www.innovationfordevelopmentreport.org/papers/101_LopezClaros_mata.pdf 

Research on macro level has shown that major obstacles for innovativeness 
development are in the fact of low level of R&D investment (only 0.7% of GDP). A 
majority of these investments are in the public sector (higher education - 2/3). The 
business sector makes only 1.6% of total R&D investments. Furthermore, there is 
almost no cooperation between science and business, lack of supporting institutions 
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and venture capital, and legal regulation of intellectual property rights is poorly 
managed.

Although innovativeness has been recognized in most of the national strategic 
documents as the key element of increasing national competitiveness, it seems that 
it is still not implemented as an incentive in either legal framework, supporting 
infrastructure, or in companies themselves. However, the latest research (Horvath et 
al., 2011) shows that a majority of companies consider themselves to be innovative 
(2/3), but less than half of them has a permanent budget for innovation development. 
Over 50% of researched companies fi nance innovation activities from their own 
sources which indicates lack of openness for joint innovative projects which could 
save its costs especially when a majority of companies perceives the high cost and 
long period of return on investment to be the major obstacles for implementation of 
any or additional innovation activities (Kersan –Škabić and  Andrijević-Matovac, 
2007).

Although companies perceive themselves as innovative, only a small number of 
them have managed to create a signifi cant improvement of business performance 
and profi tability from their innovative activities (Horvath et al., 2011). The major 
benefi ts from innovations they notice are also not related to fi nancial performance but 
to increased or retained market share and product range expansion (Kersan –Škabić 
and  Andrijević-Matovac, 2007) and  increased specialization and production (Dabić 
et al., 2002).

The formalized innovation process from idea to market exists only in1/3 of companies, 
and the time-to- market is rather long: in only 30% of companies it is less than a year 
(Horvath et al., 2011). In most cases the innovation process is a spontaneous one and 
is usually rewarded in fi nancial terms.

3.  RESEARCH

Research on management of the innovation process in Eastern Croatian companies 
was conducted in 2011 as a part of graduate students’ project. Altogether 36 company 
managers were interviewed in order to analyze the ways their companies manage 
the innovation process. Different items related to the innovation process and 
innovativeness were analyzed: from level of innovation process formalization, over 
availability of fi nancial resources for innovation and its management, recognition and 
treatment of innovative ideas to recognition, new products or services contribution to 
fi nancial results and usage of different sources of innovative ideas. After descriptive 
statistical analysis, the obtained results were checked against company characteristics: 
number of employees, business sector (manufacturing or service) and involvement 
in international business operations in order to fi nd out if there are any specifi cs 
in terms of innovativeness management in different kinds of companies. A sample 
description is given in Table 1.
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Table 1. Sample description

Company size
Small (up to 50 employees) 8 22.2%

Medium (51-250 employees) 9 25%
Large (over 250 employees) 19 52.8%

International operations
Yes 34 94.4%
No 2 5.6%

Business sector
Manufacturing 29 80.6%

Service 7 19.4%

New product profi t ratio
Small (up to 35%) 22 61.1%
Medium (36-70%) 10 27.8%
Large (over 70%) 0 0%

3.1. Results and discussion

None of the managers perceives that their employees have less than average trust in 
the company. In 77,8% (28 companies) the level of employees‘ trust is perceived to be 
higher or signifi cantly higher than average. The question of trust is important since it 
can compensate for the lack of a formal innovation management system.  In only four 
companies in the sample there is a formal system with regular brainstorming sessions 
and other techniques for internal idea development and analysis. In 22 companies 
(61.2%) there is a kind of a system for ideas receipt, but it is not regularly used, 
in two companies there is an e-mail address for this purpose and in fi ve companies 
there is no system at all. In 14 companies (38.9%) there are regular meetings and 
innovative activities are emphasized as the strategic priority of the company. In 14 
companies innovativeness is sometimes being mentioned but not in terms of strategic 
priority. In 7 companies (19.4%) managers perceive that there is no need to talk about 
innovativeness because “employees know that the company is innovative”, and in 
one company innovativeness has never been discussed. The topic of innovativeness 
is discussed mostly at regular meetings (28, i.e.77.8% of companies), but in 6 
(16.7%) companies there is possibility for such discussion informally. In a majority 
of companies (21, i.e.58.3%) there is no specifi c budget for innovative initiatives, but 
if the idea is perceived profi table it can get fi nancial support for further development 
if there are fi nances available. No budget for innovative initiatives at all is the case 
in 7 companies, and always an available budget for innovativeness initiatives exists 
in 8 companies (22.2%). Such organization probably contributes to the previously 
mentioned problem of long time-to-market period.

Utilization of own employees for innovativeness initiatives is not very common: 19 
companies (52.8%) have organized new ideas and creativity campaigns a couple of 
times, 8 (23.5%) do it often, and 9 companies (26.5%) never organize such campaigns. 
The results are even worse in case of customers as sources of innovative ideas: the 
same 8 companies that regularly use their employees as sources of innovative ideas 
do it also with their customers.  This practice has never been utilized in 15 companies 
(41.7%) and in 13 companies (36.1%) it was used a couple of times.
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In 14 companies (38.9%) managers were able to identify fi ve creative employees. 
In 19 (52.8%) companies they were able to identify 2-3 such employees, and in 3 
companies they were not able to identify any creative employees at all.

ANOVA has shown that there are statistically signifi cant differences in various 
aspects of innovativeness management in terms of the business sector and company 
size (number of employees) as is shown in Table 2.

Table 2. Signifi cant differences in  innovativeness according to company characteristics

Company size (number of 
employees)

Business sector (manufacturing/

service)
F Sig F Sig

Emphasis on strategic 
importance of 

innovativeness for the 
company

3,696 ,036 - -

Existence of 
permanent budget for 
innovative initiatives

- - 8,282 ,007

In terms of company size measured by the number of employees there is a 
signifi cant difference between company size and emphasis on strategic importance 
of innovativeness for the company (p=,036). In 53% of large size companies, 
innovativeness is always or often emphasized as company strategic priority, while 
it is the case in only 33% of mid-size companies and 13% of small companies. It 
seems that there is the rule: the larger the company, the more emphasize it puts onto 
innovativeness.

In terms of the business sector, there is a signifi cant difference in the existence of a 
permanent budget for innovative initiatives (p=,005). In 28% of companies in the 
manufacturing sector there is a permanent budget for innovative initiatives, while in 
none of the companies in the service sector such budget exists. 

No signifi cant differences were found in terms of new products profi t share, company 
involvement in international business operations and any aspect of innovativeness.

4.  CONCLUSION

According to the Thunderbolt Innovation Report (2000), there are fi ve insights guiding 
a sustained approach to innovation:

1.  Innovation happens by leveraging change to create opportunities that did not 
previously exist, and be prepared to move immediately into action. 

2.  Our research shows that Croatian companies’ innovativeness is mostly a reaction 
to recognized changes than anticipation of changes and relying on the hit-and-
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miss approach to innovation and spending time trying to keep up with changes 
around them.

3.  Innovation requires systematization with platforms, frameworks and 
infrastructure that spans the entire organization, integrating goals and strategies.

4.  In Croatian companies there is no systematic approach to innovativeness. They 
consider innovations to “just happen”. But what “just happens” is creativity, 
which is only a part of the innovation process.  If companies want to be 
innovative, they need an adequate infrastructure for driving innovations.

5.  Innovation requires leadership. Leaders are agents responsible for building an 
environment that fosters and supports innovation.

6.  Our research has shown that Croatian managers have quite a high image of 
various aspects of innovativeness in their company, which, however, are not 
confi rmed in innovation performance.

7.  Innovation thrives on an organic process of networks and pathways. It must be 
customized to fi t and work within the corporate culture.

8.  According to our research result innovation is not embodied in corporate culture 
in a majority of Croatian companies.

9.  Innovation creates value for all company stakeholders (shareholders, employees 
and customers) thereby ensuring sustained market dominance.

10.  Croatian companies seem not to be able to create suffi cient value through the 
innovation process that would enhance their competitiveness.
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Abstract: 

Retailer’s performance is closely related to the performance of each outlet. Especially, 
chain retailers operating multiple outlets of the same type form large organisations 
where local store performance is diffi cult to manage. Full-line retailers offer wide 
varieties of products combined with services whereas discount stores usually have 
reduced assortments marketed with low service levels. A large portion of retailer’s 
service is produced by the employees at the store. Their performance is critical for 
customers’ perception of retail service quality. The store manager has considerable 
impact on local service level through his leadership skills and his decisions relating 
to staffi ng, scheduling, initiating merchandising activities and monitoring shrinkage. 
We present the results of an analysis of a large grocery retail chain that introduced 
incentive pay for about one half of its local store managers. The results indicate that 
stores managed by store managers receiving variable premiums on store performance 
showed signifi cantly better results than the ones of store managers with low powered 
incentives. We conclude that high-powered incentives for store managers improve the 
stores economic results as well as customer service. 

1.  INTRODUCTION

Retail chains operate many stores. A retail chain can gain from scale effects in 
warehousing, procurement, advertising or branding, i.e. economies of scale resulting 
from having identical processes in place for operating its various outlets. For a chain 
retailer not only the size is important, but also the stores’ performance is a critical 
success factor. 

Store performance, i.e. sales, cost and fi nally profi t contribution of each outlet, depend 
on patronage. Customers will buy at stores if they perceive a competitive level of 
service. The store is the only contact point where customers receive service. 

The activities of the retailer have an impact on customer’s perceived service. Decisions 
on these activities are taken centrally, i.e. for every store of a chain, like on advertising 
campaigns, or locally at each store, e.g. daily staffi ng of service counters and check-



outs or to fi ll up shelves. Though decided centrally, i.e. for all stores the same policy, the 
impact of many activities depends on the execution at the store by the employees. For 
example, if central merchandising decided to promote fresh asparagus, the individual 
store sales of asparagus will not only depend on the promotion price but also on the 
promotion activities by sales personnel in the store, e.g. presenting a fresh and clean 
display of fruits and vegetables. Ultimately, the store manager is accountable for the 
quality of the execution of any activity in the store, thereby increasing the service to 
the shopper. Therefore, the store manager has critical impact on the performance of 
the store assigned to him. 

The literature on incentives suggests that incentives, like incentive pay, will let the 
store manager strive to focus on activities that help to increase store performance and 
thereby his remuneration. 

A store manager’s work behavior is not contractible as it is unobservable for central 
managers. This is recognized in the incentive literature within the principal-agent-
framework.1 In retailing, the control of stores that are geographically dispersed, 
appears to be a very clear source of managerial discretion. Therefore only indirect 
measurements of performance, i.e. surrogates of store manager’s work behavior can 
be applied. Among these are store turnover, personnel cost, shrinkage, gross margin 
(turnover minus cost of goods sold), or profi t contribution of the store. 

In this study we present empirical results of a grocery retail chain in Germany that 
introduced an incentive pay system. This incentive system was not applied in all of 
its stores. Therefore it is possible to compare the performance of stores led by store 
managers with the old contract compared to stores led by managers who received a 
fi xed salary plus a variable part depending on store performance. The incentive pay 
is set to a proportion of the gain in profi t contribution of the store compared to a base 
year, i.e. store performance previous to introduction of the incentive pay scheme. Our 
empirical observation shows that the stores of store managers with a high-powered 
incentive pay (HP) performed better on average than the stores of store managers 
with low-powered incentive pay (LP). We do not compare the change in performance 
before and after store managers switched from LP to HP pay scheme. This is due to 
the problem that year-on-year sales and profi ts cannot be compared with each other. 

2.  REVIEW OF THE LITERATURE

The literature on incentive pay is quite substantial. However, it is quite restricted 
when it comes to empirical results. Especially in retailing there are only a few 
published studies. Jenkins et al. and Condly et al. review empirical studies on the 
effect of incentives on performance.2 An early study on retail store performance is by 
Terborg and Ungson.3 

1  See Prendergast 1999 for an overview of models and a review of the literature.
2  Jenkins et al. 1998; Condly et al 2003. See also Bonner, Sprinkle, 2003. 
3  Terborg, Ungson, 1985.
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The latest study coming close to our research is the work of DeHoratius and Raman.1 
It analysed the change of store manager incentives from a situation with low bonus 
on sales (0.2%-5%) and high penalty on shrinkage (100%, i.e. store manager is fully 
accountable for shrinkage) to a scheme with lower incentive on sales but also lower 
penalty on shrinkage (both 20%). Under the new scheme, store managers earned higher 
incentive pay and also the stores’ total profi ts (bonus payments already deducted) 
increased. 

3.  DESCRIPTION OF THE CASE

In the following, we briefl y review the relevant characteristics of the retailer and its 
management of stores. 

• General Characteristics of the Retailer

This research analyses a grocery retail chain that operates about 780 stores throughout 
Germany. The size and turnover of stores are quite different – as is usual for service-
oriented retailers. The size of stores is between 500 and 1,200 square metres. Smaller 
stores usually operate in central town locations meaning that they do not have 
necessarily a low turnover (per square metre), i.e. many of the smaller outlets have 
very attractive locations for shoppers. 

All stores operate under the same brand. The advertising is similar except for some 
regional differences in assortment, i.e. as some products from Bavaria in the South 
of Germany may not be sold in the northern stores and vice versa. If these are on 
promotion the nation-wide advertising is different for this part of promotion. 

• Incentive Pay Scheme: Low-powered and high powered, new incentive system

The store managers received a fi xed payment plus certain agreed premium for 
achieving a certain planned turnover and shrinkage goals. These payments, though 
depending on performance, were fi xed, i.e. the same amount for each store manager 
if the store stayed below a certain level of shrinkage. The resulting incentive payment 
amounted to about up to 10 percent of fi xed pay if the store manager met the sales and 
shrinkage goals. 

However, the top management came to the conclusion that this type of incentive 
scheme did not have enough power to extract the potential profi t of each store. The 
new incentive system should pay the store manager 30 percent of the additional 
profi t contribution of the store compared to the store’s base profi t contribution. The 
base profi t was set to the average profi t contribution of the last three years before 
introduction of the new system. It pays no additional premium to the store manager, 
if the stores’ profi t contribution falls below the base year’s profi t contribution. This 
incentive scheme comes close to a profi t-sharing scheme.

1  DeHoratius, Raman, 2007.
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By providing a store manager with high-powered incentives, the headquarter’s 
management intended to activate more initiative and entrepreneurial behaviour of the 
store managers. Therefore, in about 450 stores the top management introduced the 
new incentive scheme for the store managers. The store managers of the other stores 
still kept their ‘old’ incentive contracts. The store managers for the new incentive 
system were selected by qualifi cation. 

We will call the old incentive system low-powered (LP), the new one high-powered 
(HP) in the following. The HP incentive system has elements of a profi t-sharing 
scheme, as additional profi t is shared between the store manager and the retailer.

• Key Performance Drivers of Chain Stores

Whereas chain retailer’s success depends on long term decisions like store location or 
store format choice (size and assortment and service policy), operational activities like 
servicing shoppers, merchandising, scheduling of personnel, avoidance of shrinkage 
are also of utmost importance in day-to-day business. These latter operations are 
typically performed in the store by store management and its personnel. They are 
under the responsibility of the store manager. 

• Store Managers’ Assignment

In the following we briefl y explain the key performance drivers of retail stores relevant 
to day-to-day business: servicing shoppers, merchandising, scheduling of personnel, 
and avoidance of shrinkage. These are also the activities assigned to the store manager. 

The store manager will focus on inventory management and replenishment of 
displayed products, staffi ng and scheduling of sales personnel at the store, mix of 
assortment, control of check-outs, use of material and consumption of energy. For 
instance, monitoring inventory and replenishment of products can foster sales due 
to less stock-outs. The shoppers will be attracted as they are able to buy searched 
products or will be animated to buy products as they come across interesting offers. 
So, store managers are able to increase sales by larger volumes of items available. 
However, overstocked items may perish, as the inventory turnover is too low. Hence, 
cost of shrinkage may increase, thus reducing the profi t of the store. Shrinkage may 
also be caused by shoplifting or employee theft. The store manager can take actions to 
reduce the risk of shoplifting, e.g. more presence of sales consultants in store thereby 
having effect on personnel cost. Employee theft can be reduced by careful selection 
of personnel and controls. 

Staffi ng and scheduling of personnel is critical to perform the tasks of inventory 
control and replenishment of display as well as for servicing the customers. The cost 
of personnel accounts for the largest portion of cost in grocery retailing following 
merchandise buying prices. 

By adjusting assortment to specifi c local demand, the store manager is able to gain 
from increased turnover. The shoppers enjoy a higher service.
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We have to point out that the introduction of the new incentive scheme came together 
with increased competencies of the store manager. The HP manager had more 
competencies in assigning assortments to his store. As long as his store carried an 
agreed core assortment, he could develop individual store promotions in addition to 
national promotions of the chain. So, the chain’s top management felt that the new 
incentive scheme brings store managers more acting like entrepreneurs.

Regarding new product innovations HP store managers may also spend more effort in 
penetrating new assortments than LP managers. Hence, the store manager is not only 
implementing service activities but also promoting the sale of merchandise. 

The assignment of further activities to the store manager came along with reduced 
competencies of district managers and regional headquarters. For example, the district 
manager became a new role in working with HP store managers. He was now more a 
coach and advisor to the store manager in guiding him to increase store performance. 
Before, the district manager put a lot of emphasis on cost control, e.g. shrinkage and 
personnel as the LP store manager’s district manager continues to do.  

• Role of Shrinkage

In retailing, shrinkage receives very strong attention. It measures the losses of product 
due to spoilage, damage and theft. Within chain retailers shrinkage is calculated by 
the value of products delivered to stores at sales prices minus actual sales (both before 
value-added tax). As long as losses of product due to spoilage or damage are not 
documented, the part of shrinkage due to theft is not known. Shrinkage is about one 
percent of sales in the retailing industry. However, it can vary strongly from store to 
store. Shrinkage reduction is recognised to be very dependent on store manager’s 
effort. 

• Dual distribution

In the retailing literature, the term dual distribution is used to describe chain operations 
with different types of store authority, i.e. franchised stores and (centrally managed) 
chain stores. Here we have a retail organisation with two types of incentive structures 
in parallel, stores managed by store managers with low-powered and stores managed 
by store managers with high powered incentives. As we pointed out, the district 
managers were also divided into two groups assigned to the LP and HP stores. 

• Comparison of Research Framework to the Literature

This study is different from DeHoratius and Raman, as the latter evaluates the swift in 
the relative importance of sales versus shrinkage.2 Thus, their incentive system does 
not incorporate other than these two components of store profi t contribution. Other 
components, like personnel cost are not considered to be relevant. However, there is 

2  DeHoratius, Raman, 2007, p. 519.

133

Volker Trauzettel



also a trade-off between sales increase and personnel cost or between shrinkage and 
personnel cost as we just explained. 

The incentive system analysed in this study directly relates to a store’s profi t 
contribution as it pays a certain proportion, here 30%, of the change in profi t to the 
store manager. Hence, any sales increase accounts for 30% of the gross margin (this is 
equivalent to about 9% of sales). Any additional cost such as personnel or shrinkage 
reduces profi t and thereby incentive pay by 0,30 EUR per 1 EUR of additional cost. 
However, if results would fall below the base year’s profi t the incentive pay is cut-off 
at zero. 

4.  PRESENTATION OF THE RESULTS

The statistics on the stores performance are collected from the introduction of the new 
incentive system for the LP and HP scheme till year four. However, we report only 
on the fi gures of year 3 and 4 after introduction of the new incentive scheme. The 
reason is that effects from the start of the new system should be fi ltered out. These 
could be positive or negative. Positive effects from the new system may result from 
top management spending more effort on the new incentive system (“has to be more 
successful than the old system”), the stores that have HP store managers usually got 
some extra budget for remodeling (the store manager should feel that top management 
is really interested in the success), therefore also disturbing the fi gures by cost of 
remodeling. There may also be negative effects with the new system, as smaller 
adjustments and refi nements of assignments and competencies had to be brought to 
practical working. Due to changes in the set of stores (opening/closing) only “like-for-
like” stores (comparable stores) are presented, i.e. all stores reported in the data were 
already open a minimum of 3 years before the new incentive systems was introduced. 

Furthermore, we will only report on the development of stores within two consecutive 
years and no total sales data for privacy reasons. We will give all fi gures in percentage 
values of turnover ratios and in percentage points of the change of turnover ratios 
from year 3 to year 4 in Table 1 (1 percentage point = 100 basis points). They exhibit 
the change of performance of comparable stores where store managers have low-
powered and high-powered incentives. 

In this sample the HP store managers led about 331 stores, whereas the number of 
LP stores was 449. So, in total we look at 780 stores (and store managers) that could 
be compared to each other, with effects of closing/opening stores and remodeling 
of stores eliminated. For these stores, the HP incentive system was introduced in all 
stores in the same year, so before the HP store managers were paid according to the 
LP incentive scheme. 

In that period the yearly turnover of this retail chain decreased (as for many other 
large grocery retail chains in Germany). However, the HP stores lost only 0,54% of 
turnover from year 3 (Y3) to year 4 (Y4) whereas the LP stores did considerably 
worse, losing about 2.1% of sales in total. 
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The following fi gures are calculated as ratios with respect to turnover. This is standard 
in retailers’ accounting and facilitates comparison of stores performance. 

Table 1: Change in turnover ratios of comparable stores in year 3 to year 4 after 
introduction of the new incentive system

HP Stores LP Stores HP vs LP
Y3 Y4 Y4 to Y3 Y3 Y4 Y4 to Y3 Y4 to Y3
% % %-pts. % % %-pts %-pts

Sales -0,54% -2,13%

Gross Margin 28,79 28,82 0,03 28,22 28,16 -0,06 0,09
Shrinkage -0,36 -0,40 -0,04 -0,86 -0,94 -0,09 0,05
Gross Margin 2 28,43 28,42 -0,01 27,36 27,22 -0,15 0,14

Personnel Cost 12,24 12,50 0,27 13,58 13,87 0,29 -0,02

Depreciation 0,94 0,90 -0,04 1,00 0,98 -0,02 -0,02
Rent 3,60 3,65 0,05 4,06 4,16 0,10 -0,05
Advertising 0,70 0,70 0,00 0,81 0,87 0,05 -0,06
Energy 1,28 1,24 -0,03 1,49 1,54 0,06 -0,09
Maintenance & Repair 0,71 0,74 0,02 0,85 0,92 0,07 -0,05
Materials 0,44 0,39 -0,05 0,26 0,31 0,05 -0,10
Cleaning 0,32 0,35 0,02 0,41 0,45 0,04 -0,02
Misc. cost 0,44 0,47 0,03 0,46 0,51 0,06 -0,03

Non-personnel cost 8,44 8,45 0,01 9,33 9,74 0,41 -0,40

Total Cost 20,67 20,95 0,28 22,92 23,61 0,70 -0,42

Contribution Margin 7,75 7,47 -0,28 4,45 3,60 -0,85 0,56
# stores 331 449

The HP stores achieved a higher gross margin compared to LP stores. Also they had 
a better development of gross margin, i.e. from Y3 to Y4 they lost less margin (0,09 
percentage points). Since gross margin is the result of the product mix sold, the HP 
stores managed to sell products with higher margin compared to LP stores. This 
may be due to better service arctivities by HP stores employees so that customers 
felt comfortable also to buy higher value products. The HP store manager was able 
to guide his sales team to increase the service level to shoppers. Also the HP store 
manager was in charge of analysing the local customers’ preferences so as to adapt the 
store’s assortment to customers’ needs. 

The HP store had not only about half of shrinkage than the LP stores, they also 
managed to do relatively better - though sales were decreasing - by not worsening this 
loss as strongly as the LP stores (HP lost 0.05 percentage points less).  
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The personnel cost were lower at the HP stores and had a lower increase compared to 
LP stores. HP store managers were not only able to provide higher service as explained 
above, they also had a slightly lower increase of 2 base points in personnel cost. 

We observed better cost performance in all other costs. In total, HP managers had 
a better cost performance of 40 basis points in all non-personnel cost. Noteworthy, 
the two year improvement of HP stores in materials costs, which is clearly related to 
store’s care, outperforms LP stores. t

In total, the HP stores outperformed LP stores relatively by 56 basis points, i.e. 0,56 
percentage points in the profi t to sales ratio. This is a very large difference in grocery 
retailing in Germany, where grocery retailers report return on sales of 1 to 2 percent 

As we compared the third and the fourth year after the introduction of the new 
incentive system, there is not only an improvement directly following a change, it still 
persists in later years.3 

Recognizing that the overall marketing and advertising activities were the same for 
all stores the HP stores were performing substantially better – as pointed out by the 
chain’s top management. 

5.  CONCLUSION

This paper presents research on the incentive system of a grocery chain retailer 
within a framework of a dual-distribution type, i.e. with two types of organizational 
arrangement of stores. Thus, the study refers to some extent to marketing channel 
design. In this case of stores run by store managers with low powered incentives 
versus stores run by managers with high powered incentives we showed that a high 
powered incentive system brought improvements in economic development of the 
chain. However, it may not be able to run the whole system using only one type of 
incentive system, i.e. the high powered one. The top management pointed out that 
not all store managers are yet ready to work under the more demanding incentive 
scheme, due to lack of experience, lack of knowledge and also lack of entrepreneurial 
motivation. Hence, the split of incentive systems appeared to be a valuable choice for 
the chain retailer. 

Usually, chain retailers derive their performance from size, i.e. economies of scale. 
Therefore brand management, uniform appearance of stores throughout the area of 
distribution, and volume on article are in the focus of management. Customer specifi c 
and customer relationship based actions appear to be in background. The “system” 
needs to work. Therefore, incentive schemes are intended to make these retailers more 
controllable. Especially the activities of store management are diffi cult to monitor for 
central management. Furthermore, motivated store managers put more emphasis on 
store’s service for the customer. Hence, HP incentive schemes are key for service-

3  However, it is not clear whether high performance can be maintained by incentive pay, if the 
increases for individuals disappear. See the study of Gardner et al, 2004 who differentiate indi-
viduals pay level from pay increase.
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oriented retailers to realise their service strategy. As services of a retailer are perceived 
locally at the store, the store manager’s activities are crucial to implement service 
innovations. The local competitiveness of a retail chain depends on each store, i.e. 
each store manager.4 Therefore, there is a need to install an incentive system for store 
managers in retail chains. 
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